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Industrial Commission, 

December 5, 1901. 

To the Fifty-seventh Congress: 

I have the honor to transmit herewith on behalf of the Industrial 
Commission a report on the subject of Transportation prepared in 
pursuance of the act of Congress approved June 18,1898, 

This is the second rejjort of the Commission on this subject, the 
first constituting Volume IV of the Commission’s reports. The present 
volume includes testimony taken since May 1, 1900, together with a 
review and digest thereof, and special reports on railway legislation 
and on the taxation of transportation corporations. 

The conclusions and recommendations of the Commission on this 
subject will be submitted in its Final Report. 

Respectfully, 


Albert Clarke, 

Chairman. 
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REVIEW OF EVIDENCE. 

The following review covers only the evidence of the witnesses whose testimony is 
printed in the present volume, which has been taken since May, 1900. This testi¬ 
mony should be read in connection with that of earlier witnesses which was published 
in the preceding report of the Industrial Commission on transportation questions, 
Volume IV. On many subjects the evidence in the former volume was much fuller 
than that in the present volume. It has been the aim in the selection of the witnesses 
whose testimony is herewith published to cover subjects which were less fully inves¬ 
tigated previously. A considerable amount of evidence bearing on transportation 
questions is also given in several other reports of the Industrial Commission. The 
subject of railway labor is exhaustively discussed in a special report printed in Volume 
XVII. The taxation of transportation companies is covered quite completely in the 
special report on the taxation of corporations, printed in Volume XI. Alleged dis¬ 
criminations by the railroads in favor of industrial combinations are discussed more 
or less extensively in the testimony on trusts and combinations, Volume I and 
Volume XIII. In the agricultural testimony, Volume X, there are a number of 
important statements regarding the system of grain elevators and their relations to 
the railrjad companies. Other less extensive statements as to transportation ques¬ 
tions will lie found, by reference to the digests and indexes, in nearly all of the 
volumes published by the commission. 

CONSOLIDATION Of RAILWAYS AND COMMUNITY OF INTEREST. 

Mr. Schiff, of the banking firm of Kuhn, Loeb & Co., Mr. Woodlock, of the Wall 
Street Journal, and several other witnesses 1 refer to the tendency recently mani¬ 
fested toward the establishment of great consolidated railroad systems and toward 
community of interest between railroads hitherto competing. These witnesses gen¬ 
erally assert that the primary motive in forming these combinations has been to 
prevent excessive competition, and they attribute the movement more or less 
directly to the effect of the interstate-commerce law in prohibiting pooling and 
agreements, hnd thus forcing the railroads to compete, often to the extent of cutting 
rates below the line of profit. The method by which community of interest is 
established « said to be largely by purchase of a certain proportion of the shares of 
one railroad by another railroad or by its largest owners, while consolidations are 
frequently brought about by lease or by outright purchase of one road by another. 

Mr. Schiff, in particular, thinks that the tendency toward community of interest 
does not necessarily indicate a further movement toward absolute combination of 
railroads and the absorption of the smaller companies into the larger ones. He says 
that it certainly does not indicate a tendency toward a general combination through¬ 
out the country; that, for example, the Eastern trunk lines have a territory naturally 
distinct from that of the transcontinental lines west of the Missouri, and that there 
apparently is no disposition on their part to secure control of the Western lines. This 
witness and others allude to the recent purchase by the Union Pacific Railroad of 
substantial control over the Southern Pacific. Mr. Stubbs, third vice-president of 
the Southern Pacific, explains that the motive for this movement is to make a con¬ 
tinuous line of the Union Pacific and Central Pacific, which latter road is owned by 

1 Woodlock, p. 462; Schiff, pp. 770,771; Ripley, pp. 289,291,294; Greene, p. 478; Stubbe, pp. 757, 764. 
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the Southern Pacific. The movement toward aconsolidation of the railroads fa Cof- 
orado ie also referred to, as well as the straggle of.the Union Pacific and the Northern 
Pacific to aecure control of the Burlington during the spring of 1901. 

Mr. Stubbe, Mr. Schiff, and several others, 1 mostly representing railroad com¬ 
panies, but including some shippers and independent witnesses as well, are inclined 
to think that the consolidation of smaller railroads into great unified systems 
will prove generally beneficial to the public. It will, in their judgment, make 
possible important economies in operation, will facilitate the prompt handling of 
freight and passengers, and will tend to improve the physical character of the prop¬ 
erties. All these advantages, it is asserted, have already been observed as the result 
of consolidations recently effected. Many of these witnesses think, also, that the 
establishment of community of interest and harmonious relations between roads 
hitherto competing is likewise advantageous to the general public. It does away 
with the extreme competition which has often led railroads to transact business at a 
loss—a practice which these witnesses believe can not be to the interest of the public— 
and especially it removes the temptation to make personal discriminations, which 
accompanies extreme competition and to some degree also the temptation to discrim¬ 
inate between localities. Several witnesses declare that, in their opinion, it will not 
be possible for railroads, by combination, to establish excessive rates. There will 
always be the competition of sections of the country and of different countries with 
one another for tile marketing of products, and the competition of water carriers still 
exerts a powerful effect. Public opinion is also a strong influence in controlling 
rates. A representative of a San Francisco board of trade is inclined to think that 
the establishment of through routes from ocean to ocean will prove advantageous to 
California by doing away with the motive of the railroads, as at present operated, to 
build up the cities of the Middle West at the expense of that State. 2 

Two or three witnesses, however, notably Professors Ripley, 5 Adams,* and Parsons, 
think that the tendency toward railroad consolidation and community of interest, 
while perhaps in some senses advantageous is likely to result in increased charges 
because of the absence of competition, aiid that, therefore, additional control should 
be given to the Interstate Commerce Commission over railroad rates. Professor 
Parsons especially lays stress on the public danger of placing such power in the hands 
of a few individuals, and thinks, accordingly, that Government ownership is desirable. 5 
One representative of the railroads thinks that there will ultimately be, and should 
be, several great systems in each section, working in some degree of harmony, but 
still competing. He thinks entire cessation of competition would be bad for the 
railroads, as well as the people. 5 

POOLING. 

The subject of pooling appeared to be of less interest to railroad men and others in 
1901 than it was two or three years earlier, when the Industrial Commission first took 
testimony regarding it. The tendency toward community of interest iB said by several 
witnesses to have made pooling less an object to be sought by the railroads. Two or 
three representatives of the railroads, however, think that the legalization of pooling, 
and especially of agreements as to rates, is still desirable, 1 and two representatives of 
chambers of commerce, as well as the secretary of the Minnesota Railroad Commission, 
agree in this point, though they would favor proper regulation of rates if pooling were 
permitted. Professor Ripley also thinks that pooling and rate agreements might be 

'Stobba, pp. 757, 764; Greene, pp. 484-487; Thome,-, p. 659; McLeod, p. 671; Rice, p. 742; Markham, 
p. 434; C. V. Adams, p. 829; Jackson, p. 847; McGovern, pp. 682,683; Langley, p. 874. 

1 Wheeler, p, 747. 5 Page 149. 

•95808 281, 289,294. * McGovern, p. 682. 

•Page 886. iThomas, p. 668; Griswold, p. 515. 
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^ irable ln drderto makerates more steady and more free from discriminations, but 
that regulation by'the Interstate Commerce Commission would certainly be necessary 
if pooling were permitted. 1 

It is stated by one witness, representing the Memphis Freight Bureau, that there is 
believed to be an arrangement among the railroads at that point for the pooling of 
cotton business. The representative of the San Francisco Board of Trade thinks also 
that there is a “gentlemen’s agreement” among transcontinental roads for the fixing 
of rates, which is very effective, although it is so arranged as not to violate the inter¬ 
state-commerce act. 2 * A representative of the Southern Pacific Company says also 
that the transcontinental railroads hold conferences as to rates, while Mr. McGovern, 
of the Southern Classification Committee, says that the rates in the South are made 
chiefly by agreement among the railroads in the several traffic associations, although 
no road is bound to abide by the rates established. 8 

CAPITALIZATION AND REORGANIZATION OF RAILROADS. 

Professor Ripley and Professor Parsons assert that American railroads are in many 
instances largely overcapitalized. While some roads, especially prior to recent con¬ 
solidations, have kept their capital down to the basis of actual investment or even 
less in the case of a few lines which had been largely improved out of earnings, in 
many other eases the capital has been repeatedly swelled without corresponding 
increase in the plant investment. The recent increase in the capitalization of the 
Chicago and Alton railroad from $30,000,000 to nearly $100,000,000 is instanced as 
an illustration. It is held by Professor Parsons that the constant motive of privately 
owned railways is to conceal their true earnings by increasing capitalization, and he 
considers this one argument in favor of government ownership. 4 * 

Mr. Woodlock, railroad editor of the Wall Street Journal, and several witnesses 
representing railroad companies deny that American railways in general are over¬ 
capitalized. They compare the capitalization of American railroads, which is said to 
average alwmt $61,000 per mile, with that of the British railroads, which averages 
from $220,000 to $240,000 per mile. It is asserted that the British railroads syste¬ 
matically add to capital every possible expenditure for improvement, however slight. 
These witnesses say also that the increase in capitalization of American roads has in 
many cases been justified by the improvement of the roads out of earnings. Some 
of them are also inclined to maintain that earning capacity is the proper basis of 
capitalization. Those who take this position add that the fall in the prevailing rate 
of interest has made it possible to issue larger amounts of bonds on a given earning 
capacity than before, and that the issue of stocks is a comparatively unimportant 
matter, localise they do not create a fixed charge. Mr. Woodlock, however, admits 
that there have been instances of the abuse of capitalization in recent years; he 
refers particularly to the Kansas City, Pittsburg and Gulf Railroad, and apparently 
thinks also that the Chicago and Alton is now overcapitalized. This witness, as 
well as Mr. Thomas, of the Erie Railroad, are disposed to think that some regulation 
of capitalization by the Government would be perhaps desirable as a protection to 
investors. Professor Ripley speaks especially with approval of the Massachusetts 
law which requires that stocks and bonds of railroads and street railroads shall be 
issued only on the basis of actual investment and subject to the approval of the State 
railroad commission. He asserts that this provision has greatly increased the power 
of the railroad commission as regards rates and other matters, since the railroad 
companies have frequently to come to it for privileges. The chairman of the Massa- 

1 Ripley, pp. 289, 291, 294; Teisbcrg, p. 272; Anderson, pp. 689, 642; Wheeler, pp. 748, 749. 

*Davant, p. 7; Wheeler, p. 749. 

8 Stubbs, p. 764; McGovern, p. 654. 

4 Ripley, pp. 291, 292, 806, Parsons, pp. 154,155. See also os to the Chicago and Alton, Woodlock, p. 

458; Schiff, pp. 775, 776. 
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chusetts commission also expresses approval of the results of thlejegulation oftfce 
Issue of securities. He says that securities may be toned for certain specified pur¬ 
poses, and that the board, with expert assistance, carefully considers how much cap¬ 
ital may be required for construction or other given objects. Reference is also made 
to (he Minnesota law regulating the issue of securities by railroads in the same way 
as in Massachusetts.' 

Some of these witnesses discuss also somewhat the proper basis for capitalization. 
Professor Adams, statistician of the Interstate Commerce Commission, is disposed to 
hold that actual investment should be the basis. He describes the detailed investi¬ 
gations of a special commission in Michigan regarding the actual value and cost of 
reproduction of railroads, and declares that it is desirable to make such investiga¬ 
tions, not merely as a basis for taxation, but as a basis for estimating proper rates. 
It is impossible, he says, to decide as to the justice of rates unless we know how 
much return they secure to the railroadson their actual investment, rather than upon 
a capitalization which may lie inflated. This witness thinks that the United States 
Government should undertake careful valuations of railroad property for these rea¬ 
sons.' Mr. Woodlock and two or three other witnesses, however, are inclined to think 
that earning capacity is in general a proper basis for capitalization, and that in any case 
the amount of capital can not greatly affect rates, because competition of other roads 
and many other influences of an independent character enter into rates.' They 
especially insist that cost of reproduction is not a proper basis for capitalization. 
Mr. Schiff declares that the amount of securities issued is a matter of little importance, 
that railroads must adapt themselves to the value of one another in competition, and 
that investors soon learn their real values.* 

Reorganization and Us effect on capitalization.—The effects of recent railway reorgani¬ 
zations are discussed by several witnesses. It is stated that many railways have long 
been burdened with large bond issues at high rates of interest. The same influences 
which depress general business conditions affect railroads severely, and often make 
them unable to pay interest, whereupon they are put into the hands of receivers. The 
depression following 1893 resulted in the bankruptcy of a very large proportion of 
the railroads of the country. In case of bankruptcy, according to Mr. Greene, some 
of the large security holders usually constitute themselves a committee of reorganiza¬ 
tion. The endeavor is to simplify the finances of the railroad, to cut off such branches 
or leased roads as may not be profitable, but to hold the system together as far as 
possible, and in particular to reduce fixed charges. Witnesses generally agree that 
recent reorganizations have not usually resulted in a reduction of the total capitaliza¬ 
tion of railroads, but that they have either lowered the absolute amount of bonds by 
issuing stoeks in their stead, or by securing lower rates of interest, have reduced the 
fixed charges. In some instances, it is admitted, little restriction has been placed 
upon the issue of stocks in reorganization, but several witnesses hold that the exist¬ 
ence of a large amount of stock, which has no imperative claim on earnings, has 
little effect upon the prosperity of railroads or upon the general public. 5 Reference 
is made especially to the reorganizations of the Erie, Reading, and other roads. 

One witness, Mr. Rice, thinks that a mistake is often made in appointing the presi¬ 
dent of a bankrupt railway as receiver. If his bad management has caused bank- 
ruptcy, the mere fact that he is familiar with the system does not justify leaving him 
in charge of it.* 

1 Thomas, pp. 651,669; Schiff, pp. 772-776; Woodioek, pp. 456, 468-462; Ripley, pp. 292,296; Tetsberg, 
p. 966; Jackson, p. 849. 

•Adams, pp, 881 ff. 

•Thomas, p. 661; Woodlock, pp. 466-468; Teicott, p. 686. 

•Page 773. 

• Greene, pp. 487,488; Ripley, pp. 291,291,298,604; Rice, p. 740; Talcott, p. 686. Bee also as to anthra¬ 
cite coal-toads, post, p. xxxm. 

• Sloe, p. 741. 
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FREIGHT TRAFFIC AND RATES. 

Discussion of reasonableness of existing rates.—Several witnesses representing railroad 
companies assert that railroad rates in the United States have in general steadily and 
rapidly decreased, and that they are much lower than in most European countries. 
Comparisons are made as to the grain rateB from Chicago to New York, which show 
that the all-rail rate in 1868 was 42.6 cents per bushel, and that in 1899 it had fallen 
to 10.23 cents a bushel, while the lake-and-rail rates had fallen in fully as great pro¬ 
portion, and stood in 1899 at 6.63 cents. Mr. Markham presents a table showing that 
the average receipts per ton per mile for hauling freight in the United States are only 
97 cents, while in Prussia the average rates are 1.32 cents per ton per mile, and in 
other Europen countries they are still higher. As indicated in another connection, 
figures presented by advocates of Government ownership show algo that the average 
freight rates in the United States are lower than in European countries; but it is 
argued that the wide differences in conditions make fair comparisons impossible, 
and that the longer hauls in the United States especially tend to reduce the cost of 
transportation.' 

Increase of rates in 1900 .— .Several witnesses allude to the increase in freight rates at 
the beginning of the year 1900, and some of them assert that the existing rates, espe¬ 
cially in the Southern and Western sections of the country, are excessively high. Mr. 
Langley, a representative of the Merchants’ Association of New York, 1 states that 
these advances in 1900 were nearly all made by the process of changing commodities 
from lower classes to higher classes, and in some instances by the atandonment of 
commodity rates, lower than the lowest class rates, which had formerly existed, or 
by raising the commodity rates. This witness declares that out of about 3,000 items 
in the Official classification, 818 were advanced in January, 1900, and that the aver¬ 
age increase in rates on these articles between New York and Chicago, as the result 
of these changes, was 35.5 per cent. The Western classification committee about the 
same time advanced the classification—that is, practically advanced the rates—of 
240 items, the average increase on them from Chicago to Missouri River points being 
47.4 ]>er cent. In February, 1900, continues Mr. Langley, the Southern classification 
was revised, about two-thirds of the articles being advanced in class, with an increase 
ol rates of from 30 to 50 per cent 

Mr. Langley and two or three others hold that these advances in freight rates were 
unnecessary and unjustifiable; that the earnings of the railroads during 1899 were 
much larger than they had teen for many years previous, and rendered them fair 
profits; the increased tonnage growing from the general prosperity of the country 
sufficiently increasing the revenues of the railroad companies without advances in 
rates. Mr. Langley complains especially of the employment of the method of 
advancing rates by means of changes in the classification. He says that this practice 
is confusing; that many shippers do not understand the manner in which rates have 
been advanced, and that it results in great inequalities. The action of the railroads 
in transferring goods from one class to another is entirely arbitrary, and instead of 
making approximately the same increase in rates for all commodities, certain classes 
have been discriminated against. Manufactured articles in particular were generally 
advanced by the classification changes in 1900, while raw products and heavier com¬ 
modities were left unchanged or advanced to a less degree. Another witness, who 
consumes large quantities of coke in Michigan, asserts that the advance in the rate 
on coke from Pennsylvania during the year 1900 was no less than 55 cents per ton. 
He gives also illustrations of advances in the rates on alkali products manufactured 
by his company, and complains particularly of the excessive rates from Michigan to 
various Southern cities. It appears, for example, that it costs $195 to haul a carload 

'Thomaap. W0; Markham, p. 430, Sea also post, p. xxxvn. * Pages 860-S77. 
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of bicarbonate of soda from Wyandotte, Mich,, to Atlanta, 716 miles, as compared 
with only 648 to New York, 700 miles. This-witness also asserts that the freight 
rates in Western territory are very high on the products of his company, as well as 
on other products. He believes that it would be to the interest ot the railroads in 
these less highly developed sections to reduce freight rates generally, with a view to 
building up manufactures and other industries, and thus ultimately increasing their 
traffic and profit. 1 

Mr. McGovern, of the Southern classification committee, admits that there were 
numerous increases in rates in the Southern territory by means of classification 
Changes during the year 1900, although he asserts that the rates on various other 
articles were reduced. He says that prior to 1900 the classification of freight in the 
Southern territory was not made by one unified organization, and that there were 
many inconsistencies and many instances where classifications were unduly low-. 
The establishment of one classification committee for the entire Southern territory 
made possible a general revision and the adjustment of inequalities. The fact that 
, prices throughout the country had risen greatly, and especially that the prices of 
articles used by the railroads themselves had so increased as to add materially to the 
cost of operation, seems to this witness to justify fully such increases of rates as were 
actually made. 

Mr. McGovern asserts further that most of the numerous changes which were made 
and against which there are complaints were only technically advances. Prior to 
this time there had been two columns of rates, one for goods carried at the risk of the 
carrier under ordinary common-law rules, and one for goods carried at the owner’s 
risk by a bill of lading exempting the carrier from liability except for certain faults 
of its own. As a matter of fact, practically 99 jkt cent of the business in the South¬ 
ern territory, as elsewhere, had been carried on bills of lading under the limited 
liability or owner’s-risk system. The lower rates for owner’s risk, which apparently 
had not before been applied even where such limited bills of lading were used, were 
entirely abolished. Aliout 1,700 articles which loci been in the carrier’s-risk column 
only were made subject to owner’s risk, bearing the same rates as before. At the 
same time a new rale was passer! providing that if the carrier assumed the risk the 
rate should be 30 per cent higher, liy later action the carrier’s-risk rates were 
reduced, being made 20 per cent higher than the published rates. Mr. McGovern 
holds that this was only technically an advance, because in practice the higher rates 
had formerly been actually applied in ninety-nine cases out of a hundred. This 
witness says further that a later change in classification advanced the rates on 400 or 
500 commodities and reduced them on aliout 100. The changes in many cases were 
on unimportant articles and the rates on many large classes of traffic are tire same as 
before 1900. 

Two or three other witnesses from the South, including a representative of the 
shippers of Memphis, were inclined also to justify the advance in Southern freight 
rates for the reasons above stated, and also because the Southern railroads have never 
in the past been profitably operated. It is also stated that the establishment of cot¬ 
ton factories in the South has reduced the amount of railroad transportation by 
substituting the less bulky cotton goods for cotton itself, and that for this reason 
rates should be somewhat higher than before.’ 

A representative of the Southern Pacific Company declares that transcontinental 
freight rates have not been advanced recently, but have steadily decreased since 
1891. He asserts also that there is no ground for complaint on the part of California 
fruit shippers regarding excessive charges, though they had complained somewhat 
regarding the charges for refrigeration on the part of the private cm companies’ 

One witnees also states that while numerous advances were made In f hv ffflgjal 

> Bacon, pp 74,77,80. ’BtablM, 

1 McGovern, pp. <$66-662; Dunlap, pp. 2-4; D&vant, p. <$, 
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clarification In 1900, an order was soon afterwards issued which reduced by 10 or 20 
per cent the rates on many of the articles which had been advanced. 1 

Influences affecting freight rates and policy of railroads regarding them .—Several wit¬ 
nesses representing the railroad companies assert that neither is it the policy of the 
railroad companies to advance freight rates to an unreasonable figure, nor would it 
be practicable for them to do so, because of the competition of other railroads and of 
water carriers (see below, p. xxi), and especially Iwcause of the competition ot dif¬ 
ferent sections of the country and of different countries. This position is especially 
affirmed in connection with discussion as to the possible effect of the establishment 
of community of interest between previously competing railroads. It is held that it 
must always be to the interest of the railroad companies to build up the country 
through which they operate, and that in order to do so they must make rates which 
will enable the industries of that country to compete with those of other sections and 
of other countries in the world markets. The railroad manager who undertakes to 
put rates at an exorbitant figure because he has an apparent monopoly would soon 
dry up the source of his business. At the same time these witnesses hold that exces¬ 
sive competition and “ rate wars” between railroads are undesirable, that it is not to 
the interest of the public that railroads should fail to earn reasonable profits, and 
that rate wars lead to discriminations between places and between individuals. 1 

The competition of Canadian railroads.— Two or three witnesses allude to the com¬ 
petition of the Canadian railroads as an important factor in the fixing of freight rates 
in the United States. It is pointed out that the Canadian roads have often demanded 
the right to charge somewhat lower rates in hauling goods from one part of the 
United States through Canadian territory to another part of the United States than 
those made by the roads of tiiis country themselves, on the ground of the greater 
distance and inconvenience of transportation through Canada. It ap|>ears that for¬ 
merly there was a differential of 10 per cent allowed to the Canadian Pacific Com¬ 
pany on transcontinental shipments. The roads in the United States, it is alleged, 
frequently cut rates secretly in order to do away with the advantage of this differen¬ 
tial. Finally, after a prolonged rate war, the Canadian Pacific was forced to abandon 
its claim to a differential, and its business with San Francisco has been greatly 
reduced. The importance of Canadian transportation to the prosperity of Boston is 
especially mentioned by one or two witnesses.® 

Freight classification.— Several witnesses describe the system of freight classifica¬ 
tion, Mr. McGovern, chairman of the Southern classification committee, entering 
into the subject with especial fullness. There are three general classifications in the 
country—the Eastern or Official classification, the Southern, and the Western. Each 
is adopted by a classification committee, consisting of representatives of each impor¬ 
tant railroad company. In earlier days each railroad made its own classification ol 
freight. Later on various traffic associations mado classifications, and only more 
recently were the present wide-reaching systems adopted. The Southern classifica¬ 
tion committee had its origin only in 1899. By the system of freight classification 
commodities are grouped into from five to nine classes, and the rates made by each 
railroad for articles in one class are the same. In determining the class an article 
shall take, consideration is given as to its value and ability to pay the rate, and, though 
apparently to a less degree, as to weight, bulk, and cost of transportation. In addi¬ 
tion to tire regular classes, there are many heavy commodities, such as usually move 
in earload lots, which are given special rates, known as commodity rates. The rail- 
wads hold that these articles can not afford to pay the regular class rates even of the 
tfWjesttfiwIfci .E acj 1 railroad determine largely its own commodity rates, the differ- 

!p. 618; ef. Markham, p. 436. . 

PP081, ssa, ISM: Schiff, p. 774; Oreeue, pp. «M87. 
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eaces in the character of good* transported by different railways making it desirable, 
so it is stated, that these commodity ratee shonld vary on the different lines. Mr. 
McGovern declares that commodity rates can not be considered personal discrimina¬ 
tions since all shippers on a given railroad receive the same rates. Nor are they an 
injustice as between different classes of shippers. Juntas the prices of some classes of 
commodities must be relatively lower than those of other classes in order to meet 
competition, so, says this witness, the railroads must put down the rates on certain 
important commodities in order that they may handle them at all. Even these 
reduced rates make a profit to the railroad companies. 1 

It is admitted by representatives of the railroad companies that the power to put a 
commodity in a given class is part of the power to make rates, even although the 
rates upon a given class may be fixed at different figures by the various railroads. 
Reference has already been made to the complaints of shippers regarding the 
advance in freight rates in 1000 by means of classification changes. 

Two or three witnesses representing shippers favor the establishment of a uniform 
national classification of freight, subject to some modifications in detail, on the 
different railways, by means of commodity rates. They assert that the present 
threefold system of freight classification is very confusing to shippers, especially 
where goods pass from the territory of one classification to that of another. They 
hold also that the inequality between rates in different sections, resulting from the 
placing of commodities in different classes, is in many instances an injustice. It is 
suggested that an association composed of business men and railroad men, under the 
general supervision of the Interstate Commerce Commission, should be formed to 
establish such a uniform classification.' 1 

Representatives of railroad companies in some instances think that greater uniform¬ 
ity of classification would be desirable, but all who testified before the commission 
hold that the establishment of a single national classification is impracticable. In 
some sections of the country there may he, a very large traffic in a commodity which 
in other sections is of much less importance to the transportation lines. Under such 
circumstances, it is asserted, a difference in the classification is imperative. It is 
argued, especially, that if a uniform classification should be attempted the number 
of special commodity rateH made by the separate railroad companies would neces¬ 
sarily be greatly increased, so that there would really be no simplification as com. 
pared with present methods. These witnesses state that there has been a steady 
movement toward harmony between the railroads in matters of classification and 
that as the country develops there may be further movement in the same direction; 
but they believe that any compulsory introduction of uniform classification would 
be entirely inadvisable. It is also suggested that the matter is oi less importance 
than is often supposed, because each railroad company can make its own rates, what¬ 
ever the classification may he. 3 

The suggestion that the Interstate Commerce Commission should itself fix the 
classification of freight is especially opposed by railroad witnesses on the ground that 
the commission is incompetent to handle such a difficult and complex undertaking.* 
Export and import rales.—Several witnesses allude to the practice of the railroad 
companies in making lower rates on goods destined to foreign countries by ocean 
routes, and on goods brought from foreign countries to interior points, than are made 
on the same class of goods for the same haul when they come from or are destined 
to domestic points. The Supreme Court of the United States has upheld the making 
of low import rates und er certain conditions on the ground of the necessity of meeting 

1 Ripley, pp. 802,808; McGovern,p.682 «; Talcott.pp.632,638: Griswold,pp.617,618 G"S 
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the coin petition of water transportation direct from foreign countries. Witnesses rep¬ 
resenting the railroad companies defend the practice chiefly on this ground. They aim 
justify low export rates on the ground that thereby the markets for American products 
are extended. It is asserted that unless special export rates for American grain were 
made, it could not be sold in Europe in competition with grain from India, Argen¬ 
tina, and other sources. While the railroad companies could not afford to haul all 
of the traffic at the same rates which are sometimes made for export and import 
commodities it is asserted that these low rates do not involve an absolute loss. The 
amount of traffic of a railroad can be increased without increasing the fixed charges, 
and even a considerable part of the ordinary operating expenses do not vary much 
with the amount of traffic handled. If the railroad companies can cover by their 
rates the actual additional cost of operation necessitated by hauling these goods, with 
a moderate profit, it is to their advantage to take the traffic, and ultimately the result 
may even be a redaction of the domestic rates. It is also asserted that ordinarily no 
city or community is injured by the diversion of traffic from it through export and 
import rates, since the traffic would not be hauled at all unless such low rates were 
made. Reference should be made to the preceding volume on transportation for a 
discussion from the standpoint of the shippers of flour as to the effect of export grain 
rates on their business. 1 

Carload rates.—It appears from the testimony of several witnesses that it is a com¬ 
mon practice on the part of the railroad companies to make lower rates on goods 
carried in carload lots than those shipped in smaller quantities, the difference in 
some instances being greater than the mere difference in the cost of handling would 
justify. The merchants of New York 1 * 4 complain of the discrimination between car¬ 
loads and part carload rates, especially in the Southern territory. The representa¬ 
tive of the New York Merchants’ Association 5 asserts that the changes in the Southern 
classification in 1900 increased the number of carload ratings, and increased the dif¬ 
ference between them and part carload rates. He holds that this makes it in many 
cases almost impossible for Northern merchants and manufacturers to ship directly 
in moderate quantities to retail dealers in the South, and gives an unfair advantage 
to the jobbers in the Southern trade centers, who can bring in goods at the low car¬ 
load rates and distribute them to the smaller towns in less quantities. 

In reply to this it is stated by the representative of the Southern classification 
committee* that the Southern classification makes fewer carload ratings than the 
official and Western classifications, and that the Southern railroads have not espe¬ 
cially attempted to build up the interior points by carload differentials to the disad¬ 
vantage of Northern cities. 

The fact that the interests of the shippers and merchants in different sections of 
the country as to railroad rates often differ greatly is evidenced by the attitude of the 
Pacific coast jobbers, which is precisely the opposite of that of the New York mer¬ 
chants, in that the Western merchants insist that they should be allowed sufficient 
carload differentials to permit them to control to a considerable extent the jobbing 
trade of the Pacific coast. This matter is alluded to in another connection.* 

Subsidiary freight and traffic organizations—Private cars .—It appears from the testi¬ 
mony of several witnesses that the system of fast freight lines is becoming a lees 
important feature of the transportation business than it was formerly. In many 
instances in the earlier days cars were owned by separate corporations, which oper¬ 
ated over several railway systems and which aimed especially to facilitate through 

1 Vol. IV, pp. 69-77 of Digest; Ripley, pp. 299, 301; Thomas, p. 667; Greene, pp. 484, 486, 487; Mark¬ 
ham, p. 481; Stubbs, p. 761. 
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shipments. At present it is stated that most of the so-called fast freight lines are 
merely cooperative arrangements between the railroad companies for the purpose of 
conveniently handling through freight and of establishing trade names in the solicit¬ 
ing of business. 1 

On the other hand, it ia stated 2 that private shippers in very many instances own 
care, especially those of a peculiar character, such as refrigerator cars, for handling 
their own goods, while in other instances there are important corporations whose sole 
business is the operation of such special classes of cars. The railroad companies pay 
rental for the use of these private cars. The shippers of California fruit, in particu¬ 
lar, are disposed to complain of the high charges made by refrigerator companies 
and to favor the operation of refrigerator cars by the railroad companies directly. 
Mr. Stubbs, of the Southern Pacific Company, however, doubts whether this change 
would prove as advantageous, either to shippers or to the railroad companies. 8 

Railway clearing fumes.— Mr. Nicholson, manager of the Central Railway clearing 
house, Buffalo, describes in considerable detail the methods of accounting by that 
organization, which has charge of the division of revenue as regards through freight 
on practically ail lines passing through Buffalo and Niagara Falls. The system 
secures great economy and accuracy in the adjustment of balances between the dif¬ 
ferent railroad companies, and also facilitates the keeping of revenue and 0 |>eration 
accounts by the separate railway systems. For a further description of the methods 
employed reference should be made to the digest or the original testimony. 4 

DISCRIMINATIONS IN RESPECT TO PERSONS. 

Professor Ripley, Professor Parsons, Mr. Wilson, of the Cincinnati Board of Trade, 
and two or three other witnesses 5 assert that the practice of granting personal dis¬ 
criminations of various kinds in favor of certain shippers still exists in many cases, 
although they admit that the evil is less serious than formerly. Professor Parsons 
considers the practice of granting discriminations as a strong argument in favor of 
Government ownership, and asserts that it does not exist in countries where the 
government operates the railroads. This witness alludes especially to the recent 
investigation by the Massachusetts railroad commission regarding discriminations on 
the roads in that State, particularly in local traffic not subject to the interstate- 
commerce law. He asserts that it was shown that secret rebates and reductions in 
rates ranging from 10 to 73 per cent had been made, and that the practice was almost 
universal. Allusion is also made to the evidence as to discriminations in favor of 
the Standard Oil Company by underbilling of cars, by fixing rates from points where 
that company has refineries lower than those from the refineries of independent 
comj>etitors at other points, and in other ways. 

Professor Ripley declares that rates on through shipments from New England to 
the West were being out very heavily during 1900 and 1901, in part because of the 
tendency toward the accumulation of empty cars at the seaboard. Mr. Wilson 
asserts that railway discriminations are much more common than the public believes. 
A representative of the San Francisco Chamber of Commerce says that the transcon¬ 
tinental railroads formerly cut rates secretly, in order that they might thus over¬ 
come the differential of 10 per cent which the Canadian Pacific had forced the rail¬ 
roads to allow. He says that the San Francisco merchants agreed not to ship over 
the Canadian Pacific and that rate cutting then ceased. An officer of the Southern 
Pacific Company thinks that the railroads east of the Missouri River may have cut 
rates in some cases on account of this differential. 
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Several witnesses assert that discrimination by railroads is the greatest ol all possi¬ 
ble evils to shippers, and that it makes less difference whether the rates are high or 
low than it does whether they are uniform or otherwise. The enormous power of 
railroads over the prosperity of individual businesses is emphasised. It is also 
declared that discriminations are nearly always in favor of large shippers, of the 
strong against the weak, and that trusts and combinations have been especially 
fostered by them. 

The methods of discrimination are referred to by some of the witnesses above named 
and also by two or three representatives of railroads. It is stated that secret rebates 
are still made, sometimes by methods which it is impossible to detect. Sometimes 
the discrimination is by an underclassification of freight or by underbilling. In 
certain instances shippers deceive the railroads regarding the classification of goods, 
and railway officers assert, that it is very difficult to prevent this practice, although 
inspectors are maintained for that purpose. Mr. McGovern, a representative of the 
railroads, holds that railroads seldom connive in underclnssification or underbilling 
of goods. It is also asserted that railroads sometimes agree to pay cartage in order 
to secure traffic of [articular shippers. 1 

Mr. Langley asserts that the recent advances made in the various railroad classifi¬ 
cations do not apply, in general, to articles made by great combinations, but affect 
those produced especially by smaller establishments. 1 

Several railway officers and others maintain that the granting of discriminations has 
been very greatly reduced, especially within the past year or two, when the prosperity 
of the railroads, as well as the agreements and community of interest which have been 
established between them, have tended to minimize the practice. These officers 
in several cases admit by contrast with present conditions that discriminations have 
hitherto often existed, even in the face of tiie interstate-commerce law. The fact 
that a number of railroad men urge the advantages of the consolidation of railroads, 
community of interest, and pooling, especially on the ground that such establish¬ 
ment of harmony will do away witli the secret discriminations which result from 
excessive competition for traffic, is also, of course, an admission of the existence of 
the practice. A representative of the Pittsburg Chamber of Commerce declares, 
however, that that body ibandoned its transportation board, which had aimed 
especially to prevent discrimination, because tiiere were no complaints.* 

DISCRIMINATION BETWEEN PLACES-LONG AND SHORT HAUL RATES. 

Generally— Professor Ripley, Professor Parsons, Mr. Wilson, of the Cincinnati 
Board of Trade, and one or two other witnesses, criticise the practice of the railroads 
in making discriminations between places, and particularly in making unduly low 
rates for larger towns where competition between carriers is active, while maintain¬ 
ing excessively high rates for intermediate places which are not subject t) competi¬ 
tion. 1 It is declared by the witnesses above named, and incidentally by some others, 
that the railroads very generally make the rates to competitive points much lower 
than those to intermediate points. The interstate-commerce act prohibits railroads 
from charging more for a shorter haul over tiie same track than is charged for a 
longer haul, unless the circumstances be dissimilar. Water competition has been 
held by the courts to constitute a difference in conditions justifying a lower rate for 
the longer haul. It is stated by several witnesses that the railroads in many cases, 
more particularly in the South, make these lower rates for the longer haul to points 
where there is no water competition, but only where there is competition between 

1 Ripley, pp. 280-290: Griswold, p. 623; Nicholson, p. 726; McGovern, pp. 672-674. 
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different railroads. It is asserted further that the railroads thus possess an endrmoO* 
power over the prosperity of communities, and especially that they attempt con¬ 
stantly to build up the larger towns at the expense of the smaller ones. The undue 
aggregation of people in the cities is considers! by some of these witnesses as an evil 
in itself. One witness argues that under Government ownership of railroads the 
motive to make such discriminations between places disappears. Others, in alluding 
not only to the discriminations in favor of larger towns, but to those between certain 
cities and sections themselves, declare that the railroads assume an unjustifiable 
degree of paternalism, and that they ought not to deprive cities and sections of their 
natural advantages of location and resources by making rates which put other less 
favorably situated places on an equality. 1 

Southern basing-point system.—Ur. Wilson in particular discusses the long and 
short haul discriminations in the Southern States. The railroads, he asserts, have 
adopted almost universally what is known as the basing-point system, giving lower 
rates to certain competitive centers than to smaller noncompetitive points, even those 
nearer the point of origin of the traffic. In theory these basing points have been 
established by water competition, but in practice unduly favorable rates are given to 
many towns where there is no water competition, greatly to the detriment of the 
smaller places. Mr. McGovern, of the Southern classification committee; Mr. Mark¬ 
ham, of the Illinois Central Railroad, and two or three other railway officers 2 admit 
the existence of this practice in the South, and admit that basing-point rates have 
been extended to places where there is no water competition. They assert that rail¬ 
roads reaching towns not subject, to water competition have insisted on the right to 
establish rates which will enable those towns to do business with others having water 
competition. As railroads have been constructed and towns have grown up, these 
favorable rates have been extended from one to another with a view to creating job¬ 
bing centers from which the surrounding territory may be supplied. Mr. McGovern 
insists that it would not lie just to require the railroads to grant as low rates to smaller 
places as they are forced to make to these competitive points. Mr. Markham pre¬ 
sents the same argument, but lays a special stress on the influence of coastwise and 
river transportation in the forcing of the establishment of low rates to trade centers. 
He says that although in some instances no boats are operated on rivers reaching 
these centers, the mere possibility of establishing such means of transportation forces 
the railroads to make low' rates. This witness especially maintains that the interme¬ 
diate communities are not harmed by the granting of low rates to competitive points. 
The railroad could not get the through traffic at all unless it made such rates, so that 
it can not be said that the traffic is diverted from the small towns. The through 
business may not contribute to the fixed charges of the railroad, or may contribute 
proportionally less than the local business, but it does leave a profit after paying the 
added expense of transportation which it actually causes, and by means of this profit 
the railroads are even enabled to reduce rates to the intermediate points below what 
they would otherwise have to be. 

Alleged discrimination against Middle West in rates to Southern States.—Ur. Wilson, 
a representative of the Cincinnati Hoard of Trade, asserts that the railroads leading 
from the North to the Southern States have discriminated against Cincinnati, Chi¬ 
cago, and other Middle Western cities in making rates. He says that formerly Cin¬ 
cinnati did a very large business in the distribution of goods through the South, but 
that when more railroads were built competition became active until an agreement 
was reached in 1879 between the railroads from the Eastern cities and those from the 
Western cities as regards the Southern traffic. By this agreement the Eastern roads 
were to maintain low rates on manufactured articles which would favor the cities of 
the Eastern seaboard, while the roads leading South from the Ohio River were to be 
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given control of the traffic in grain, packing-house products, and similar articles. 
Since 1879 manufacturing business has moved westward, and these Western cities 
now demand—but, according to Mr. Wilson, demand in vain—concessions in rates 
which will enable them to compete fairly with the Eastern cities in the Southern 
markets. The witness gives numerous instances of the wide difference of rates from 
the Eastern and Western cities to the South. Thus, while the distance from Cin¬ 
cinnati to Atlanta is only 54 per cent of the distance from Sew' York to Atlanta, the 
rates from Cincinnati to Atlanta are 94 per cent of the New York rates, and still 
greater differences exist to some other points. A suit brought by the Western ship¬ 
pers before the Interstate Commerce Commission, with a view to securing more 
favorable rates, is still pending before the Supreme Court of the United States. Mr. 
Wilson says further that there is some conflict between the interests of some of the 
Western cities, Chicago and Cincinnati especially acting together, while Louisville 
and St. Louis seem indifferent to this movement. The witness also holds that St. 
Louis has been favored in rates on agricultural products to the South, as compared 
with Cincinnati. It is the hope of Cincinnati people that the lease of the Cincinnati 
Southern Railroad, a road which was built by the city of Cincinnati to facilitate its 
Southern trade, to the Cincinnati, New Orleans and Texas Pacific Railroad, which 
is controlled by the Southern Railway, will do away with the motive on the part of 
the Southern Railway to discriminate in favor of the Eastern points which it reaches. 1 

To these complaints regarding discriminations against Cincinnati it is replied by 
Mr. Guillaudeu, of the Old Dominion Steamship Company, that the volume of trade 
from these Western cities to the South is rapidly increasing, and that the Eastern 
railroads fed that the rates made by the Western lines are even more favorable than 
those from the Eastern cities. It is also held that the competition of coastwise 
steamship lines largely determines the rates made by the Eastern railroads. 1 

Alleged diarrimmatiom agubiti Pariju. cmul cities .—In the spring of 1901 a case was 
being heard before the Interstate Commerce Commission, involving the freight rates 
from interior cities to the Pacific coast. The jobbers of St. Louis, Chicago, and 
other Middle West cities were undertaking to secure an order from the commission 
directing that the rates from those cities to the Pacific coast should Ire lower than 
those from New York and the Atlantic seaboard, on the ground that the distance is 
shorter. They also demanded that the considerable differentials, which had been 
made by all of the transcontinental railroads except the Northern Pacific and Great 
Northern, in favor of carload lots as against smaller shipments, should be reduced in 
order that the Middle West jobbers might more readily ship goods directly to retailers 
on the Pacific coast. A third demand was that the rates on certain similar classes 
of articles, which have hitherto been different, should be made the same in order 
that several classes might be shipped in a single package at a rate lower than that 
previously charged on the highest rated article in the package, a change which 
would also facilitate small direct shipments to coast towns. These demands were 
opposed by the San Francisco merchants, particularly by the Pacific Coast Jobbers’ 
Association, and also by several of the transcontinental railroads. 

Mr. Wheeler, representing the Pacific coast jobbers, and Mr. Stubbs, representing 
the Southern Pacific Company, were heard before the Industrial Commission, but no 
t 'stimonyof the representatives of the other side of the case was taken. Mr. Langley, 
of the New York Merchants’ Association, testifies briefly on the same subject, agree¬ 
ing in the position taken by the two other witnesses. Mr. Wheeler and Mr. Stubbs 
maintain that, although the distance from the Middle Western cities to the Pacific 
coast is considerably less than the distance from the Atlantic seaboard, the low cost 
of water transportation justifies a low rail rate from seaboard to seaboard to meet 
water competition. It is held that the rates from the Middle Western cities to the 
Pacific coast ought to be even higher than those from the seaboard. At present 
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thev we usually the same, To make the intermediate rates lowerthan those from 
^Atlantic Beaboard would he to deprive New York and San Runcieco alike of 
their natural advantages of location growing out of the cheapness of water transpor¬ 
tation These witness* further assert that the practice of making differential rates 
to favor of carload shipments to jobbing centers is common throughout the OTuntry, 
and that it is eminently desirable that the jobbing centers of each section should in 
this way be given the advantage of their natural location. 

Both of these witnesses maintain that there is stronger competition on the part of 
the sea camera at San Francisco now than there has been for some time before. They 
allude especially to the establishment of the Amencan-Uawanan Steamship Line 
which makes regular voyages by way of the Straits of Magellan, and carries freight 
at very low rates, and with promptness and regularity. 

These witnesses further argue that the ordinary interpretation of the long and 
short haul clause of the interstate commerce act by the Interstate Commerce Com¬ 
mission and other authorities, as well as by shippers generally, has been such as to- 
justify the making of lower rates for longer distances where water competition 
exists. The rates from New York to San Francisco by rail are lower than those to 
interior points in California and adjacent States, the local rate back from San Fran- 
ciBCO to interior towns being added to the through rate. It is maintained that the 
same principle should apply Iwtli ways, and that interior cities in the East should 
pay as high or higher rates to the Pacific coast than those from the Atlantic seaboard. 

Alleged dm-rimnnUum against Denver.- Mr. Griffith, a representative of the Denver 
Chamber of Commerce, alludes to the ease of Kindel v. The Atchison, Topeka and 
Santo Fe Railroad, which is also discussed more fully in the first report of this com¬ 
mission on trausjKirtationd This witness states that the decision of the Interstate 
Commerce Commission in that ease was that the railroads might not charge more from 
Denver to the Pacific coast than from the Missouri River and more eastern points, 
and it was believed at the time of iiis testimony (May, 1901) that the changed rates 
would very soon he put in force by the railroad companies. Mr. Stubbs, of the 
Southern Pacific Company, says that tho railroads had had no desire to make the 
rates from Denver so high, but that the Interstate Commerce Commission would not 
recognize railroad competition as a justification for making the rate for the longer 
distance less than that for the shorter distance, while the railroads were not willing 
to admit that Denver was affected by sea competition from the Eastern seaboard 
to the Pacific coast, and was therefore entitled to a lower rate than other mountain 


phots. To reduce the rates from Denver, without the justification of 
tion, would have, meant a reduction of rates from other points 


competi- 

tho Wont, alflri 3 


The representative of the Denver Chamber of Commerce states also that manufac¬ 
turers in Colorado complain that the rates on raw materials from the East are unduly 
high as compared with those on manufactured products, so that they are placed at a 
disadvantage. The most vigorous complaint, however, comes from the Denver job¬ 
bers. This witness presents figures showing that the rates from Denver to common 
points in Montana, Utah, and other neighboring States are nearly as high as the 
rates from Missouri River points to those States, while the rate from Missouri River 
points to Denver is also nearly as high as the rate from Missouri River to these more 
distant common points. Denver jobliers are therefore at a great disadvantage, since 
the rate from the East to Denver, plus the rate from Denver to these common points, 
is very much higher than the direct rate from the cities on the Missouri River and 
farther east. This witness thinks that a new base line for making of rates should be 
established for Denver and cities parallel with it, so that they should have a fair 
opportunity for becoming distributing centers. 4 
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MuoeHaneeut dUcriminatkms between placet .'—Several witnesses also discuss other 
alleged discriminations between particular places. Reference should be made to 
the digest, pages cvii-cxx, for a fuller summary of this testimony. The principal 
alleged discriminations which are discussed are those in favor of Savannah as against 
Atlanta, in favor of Birmingham as against Atlanta, and in favor of Norfolk on 
through traffic over the Southern Railway through Asheville as against Charleston 
on traffic through the same city. Reference is also made to the differentials estab¬ 
lished by the trunk lines as between the Eastern seaboard cities. This subject is, 
however, more fully discussed in the previous report of the Industrial Commission 
on transportation. 1 The commissioner of the Memphis freight bureau thinks that 
the Southern railroads make an unjust discrimination against the cotton mills in 
North and South Carolina and in favor of those in Massachusetts and the North. 
The freight rate on cotton from Memphis to cotton mills in New England was stated 
to be based on a rate of 55J cents to Boston, while the rate to Carolina mill points 
was stated at 59 cents. The rates from Memphis to Liverpool are sometimes lower 
than those to Carolina points. This witness does not believe that the railroads 
should to forced to reduce their rates to the Southern mills unduly, but thinks that 
there should he some change. 1 Mr. Markham, of the Illinois Central Railroad, 
says that the rates made by the railroad companies on cotton from Southern centers 
to the seaports for export shipment are practically determined by the ocean rates, 
the port which secures the lowest ocean rate to Liverpool fixing the rail rate to all 
the ports.* 

GOVERNMENT REGULATION OF RAILROADS. 

l‘cmm of lutnxtate Commerce Commission .—Several witnesses, especially represent¬ 
ing shippers, but including two or three railroad officers, the railroad editor of the 
Wall Street Journal, and one or two others, think that ttie Interstate Commerce Com¬ 
mission has comparatively little power at present to regulate railroad rates. They 
are inclined to hold that the commission has exercised a somewhat beneficial 
influence through public opinion and the publicity which it has given to railroad 
questions. Two or three railroad officers especially declare that the commission has 
accomplished all that Congress expected it to accomplish, or that it is wise for the 
country that it should accomplish. Several other witnesses, however, believe that 
the powers of the commission should to increased in various directions, and assert 
that it is now not able to correct numerous abuses which exist, especially discrimi¬ 
nations in rates as between different localities. Mr. Jackson sees no reason why the 
Interstate Commerce Commission should not have all the powers which the Massa¬ 
chusetts Railroad Commission possesses as regards State railroads. 5 

The more general thought of shippers and disinterested witnesses is that, while the 
commission should not to permitted to prescribe all rates in the first instance, be¬ 
cause of the complexity of the problem involved, it should have the power to revise 
rates, either directly when tariffs are submitted by the railroads, or on complaint, 
and to put its decisions into immediate effect, pending an appeal to the courts. The 
long delays resulting from the present system of appeals to the courts are held to 
work great hardship and injustice to shippers, who are compelled to continue for 
months or years paying the rates against which complaint is made. These witnesses 
believe that the burden of appeal should rest upon the railroads rather than upon 
shippers. 5 
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Several representatives of railroad companies, together with one or two other wit¬ 
nesses, vigorously oppose the idea, proposed in some quarters, of giving the Interstate 
Commerce Commission power to fix rates generally, asserting that the commission 
has not the necessary expert knowledge, especially in view of the wide difference in 
conditions and localities. They hold that the railroads have many most difficult 
elements to consider, but that it is to their own interest to make reasonable rates and 
to build up the country which they reach. It is asserted also that to give the com¬ 
mission general power of revision amounts to giving power to fix all rates. These 
witnesses, moreover, oppose the suggestion that the decisions of the commission 
should be enforced pending appeal, declaring that there is much less possibility of 
recovering damages against shippers because of losses from unduly low rates, if the 
judgment of the courts is ultimately in favor of the railroad, than there is of recovery 
against the railroad if the decision is in favor of the shippers. They hold that such an 
important power as that to decide as to the justice of a rate ought not to be left to any 
authority less final or less conservative than the Supreme Court. 1 

Tn*pectioii of account.—Professor Adams, statistician of the Interstate Commerce 
Commission, 2 thinks that that commission ought to be empowered to require uni¬ 
formity in the financial accounts, as well as in the operating accounts, of railroads, 
and to inspect their books directly. There will be some objection, on the ground 
that the secrets of the railroad might be ascertained, but the last convention of State 
railroad commissioners approved the proposition, and it is necessary for the State 
and national commissions to have such supervision of railroad accounts if they would 
properly perform the duties of regulation imposed upon them. Mr. Greene, of the 
Audit Company of New York, believes that a greater degree of publicity of railroad 
accounts is desirable, but he thinks it would be better, instead of having direct inspec¬ 
tion by Government officers, to require the examination and auditing of accounts by 
expert private auditors, under bond, only the results of whose investigations should 
be made known.® Mr. Rice, who was connected with an investigation of the Read¬ 
ing Railroad Company several years ago, holds that there are many w'ays in which 
the accounts of railroads, though corretCoti their face, may be deceptive to investors 
and stock holders. Railroads which have other companies subordinate to them are 
especially able, if they wish, to make the accounts misleading. This witness, 
therefore, believes in inspection of railroad accounts by the Interstate Commerce 
Commission. 4 

Two or three other witnesses, however, do not favor an extension of the powers of 
the Interstate Commerce Commission in regard to the accounts of railroads. Mr. 
Schiff, a banker, especially declares that railroad corporations seldom deceive the 
public in regard to their true earnings and the state of their finances. 5 

Stale railroad commmionn.— Mr. Jackson, of the Massachusetts board of railroad 
commissioners, says that this board has general supervision over both railroads and 
street railroads within the State. It has absolute control in reference to questions 
of grade crossings and all safety appliances. It has control over the issue of securi¬ 
ties, and the law requires that they shall be issued only for actual value. It haa also 
power to pass on the construction of new railroads. The board does not audit the 
books of the railroad companies, but requires detailed reports. Its powers regard¬ 
ing passenger and freight rates are nominally only advisory, but in practice the 
recommendations of the board are nearly always carried out by the railroads, 
especially through the influence of public opinion, while in a few instances the board 
has appealed to the legislature, which has usually passed laws sustaining its position. 6 

1 Woodlock, pp. 464,466; Thomas, pp. 667,658; Griswold, p. 620; Stubbs, p. 766: McGovern, pp. 666-668. 
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Reference is also made to the powers of the Minnesota railroad commission. 
The secretary of this commission says that the law permits it to fix rates within 
the State. Formerly it could act only on complaint, but by an act of 1887 it can 
proceed on its own motion. Under a decision of the United States Supreme 
Court it is held that the orders of the commission are subject to review by the 
courts. The commission has recently made an order regarding the rates on hard 
coal from Duluth to New Ulm, from which appeal has been taken to the United 
States Supreme Court, and this appeal was still pending at the time of the witness' 
testimony. This commission also has power regarding the inspection of grain and 
the regulation of elevators. 1 

WATER TRANSPORTATION. 

General importance and influence.—Two or three witnesses point out the great impor¬ 
tance of coastwise, lake, and river transportation, both in itself and in its influence 
on railway rates. Mr. Markham, of the Illinois Central Railway, declares that rail¬ 
way rates throughout the country are influenced by the transportation on the oceans 
and the Gulf, on the Mississippi and other large rivers, and on the Great Lakes, the 
tendency in all cases being to bring down rates even between points far removed 
from actual water routes.' 1 The secretary of the Chamber of Commerce of Pittsburg 
maintains that transportation by water is not to be considered as an injury to rail¬ 
roads, but that the two classes of transportation are complementary to one another, 
water carriers being especially adapted to the heavy commodities which require less 
rapidity of transportation. The general development of industry which water trans¬ 
portation makes possible is a benefit to the railways." The influence of water transpor¬ 
tation in causing the reduction of rates for long hauls by the railroads, as compared 
with the short hauls, is especially discussed in another place. (See pp. xv-xvii.) 

Coastwise transportation.—Mr. Guillaudeu, presideqf of the Old Dominion Steam¬ 
ship Company, and Mr. Hayne, solicitor of the Merchants and Miners’ Transporta¬ 
tion Company, two of the leading Atlantic coastwise steamship lines, give testimony 
regarding the conditions of coastwise transportation, and representatives of railroads, 
particularly in the South, also discuss this subject.* These witnesses agree in stat¬ 
ing ttiat, the various railroads operating from the Atlantic coast cities, particularly 
those south of Baltimore, are to a considerable extent financially interested in the 
coastwise steamship lines. Nearly all of the steamship lines are either owned 
altogether by the railroads or are to a certain extent controlled by them. Never¬ 
theless it is asserted by most of these witnesses that there is a very material degree of 
competition still existing between the Atlantic water lines and the rail lines, and 
that the water lines largely determine the rail rates as regards certain commodities 
in certain territory. Mr. Langley, of the New York Merchants’ Association, and 
Mr. Wilson, of the Cincinnati Board of Trade, however, hold that the relations of 
the water and rail lines are so close that there is practically no competition as regards 
rates. 11 

The steamship companies arc in most instances members of the various traffic 
associations of the Southern States, and thus have an influence in determining the 
general basis of freight rates. Differentials are regularly allowed in favor of the 
coastwise lines, on the ground that the transportation is slower and more subject to 
risk and that goods must be rehandled in many cases before reaching their destina¬ 
tion. Through rates are made by the steamship lines in connection with railroads, 
the division of rece ipts being usually on the principle that water lines shall receive 
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„ much for carrying freight 2 miles as the rail lines receive for carrying it 1 mile, on 
aceount of the greater cheapness of water carriage. Witnesses especially assert that 
there are some classes of traffic, especially in very bulky goods, which belong nat¬ 
urally to the steamship lines, while there are other classes of traffic, especially in 
perishable commodities, from which they are largely excluded. It is also stated 
that there is a growing tendency on the part of the coastwise steamers to adopt the 
same classification for freight, based on value largely, as the railroads, although 
there are certain conditions of water transportation which make departures from the 
ordinary methods of classification necessary. Mr. Stubbs, of the Southern Pacific 
Company, says that in transportation between the Atlantic and Pacific coasts by 
water the basis is largely that of space occupied, the result being that there are wide 
differences in the rates on different classes of goods as proportioned to their value, 
and that transcontinental rail lines are forced to make commodity rates on a some¬ 
what similar basis in order to meet water competition. 1 

American merchant marine and nhi}> subridies. —Mr. Howes, a member of the Boston 
Chamber of Commerce, who has also l>een largely interested in ocean transportation, 
makes an argument against the proposed policy of granting subsidies for the con¬ 
struction and operation of American ocean steamships. 2 He traces the history of the 
rise and decline of the American merchant marine. The decline, which was brought 
about in the first place by the civil war, continued on account of the early expen- 
si veil ess of constructing iron vessels in this country. The witness believes that at 
present, by virtue of the great reduction in the cost of producing iron in this coun¬ 
try, American shipyards can build most classes of vessels nearly, if not quite, as 
cheaply as foreign shipyards. He charges especially that American iron and steel 
manufacturers have sold plates and other materials for vessels to English shipbuild¬ 
ers at much lower rates than they make to American shipbuilders. He also holds 
that American shipyards are relatively better able to compete with those abroad in 
the construction of high-class vessels, in which a large amount of labor is required* 
than in the construction of tramp steamers and other less expensive vessels, where 
the raw material is the chief cost. Mr. Howes lays great emphasis on the superior 
economy of American lalnir, despite the higher rates of wages. 

Finally, this witness asserts that the jiolicy of ship subsidies, as practiced in the 
United States in the early days, was by no means successful, and that no European 
country except France makes any attempt to subsidize freight steamers. In England 
the subsidies are altogether in favor of fast passenger and mail steamers. France 
has undertaken to subsidize vessels, but her merchant marine is declining relatively 
to that of other countries. Mr. Howes thinks it especially desirable that Americans 
should be permitted to buy vessels abroad and operate them under the American 
flag; and he points to the great development of the Norwegian shipping trade, much 
of which is carried in vessels bought abroad, as showing the possibilities of this 
practice. 

Representatives of the coastwise steamship lines seem to doubt whether the grant¬ 
ing of ship subsidies would be of any advantage to them. 8 A representative of the 
Mississippi River transportation interests at New Orleans also is disposed to doubt 
the desirability of ship subsidies. The secretary of the Pittsburg Chamber of Com¬ 
merce, however, expresses himself as strongly in their favor. 4 

The Nicaraguan Canal.— Two or three witnesses declare incidentally that the con¬ 
struction of the Nicaraguan Canal would be of great advantage to the country. 8 A 
representative of the San Francisco Board of Trade argues especially that the canal 
will be advantageous to California by permitting cheaper transportation of its prod¬ 
ucts to Europe and to Eastern markets. He thinks that this advantage will offset 
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the fact that Eastern cities will be brought into more direct relation with the Orient, 
and will thus tend to deprive San Francisco of some of the trade which it now enjoys. 
Mr. Stubbs, of the Southern Pacific Company, however, believes that the injury from 
this latter cause to California’s interests will more than offset any advantages that 
can come to the State from the construction of the canal. 1 

Oriental trade.— Mr. Wheeler, of the San Francisco Board of Trade, thinks that 
there is a great future for the trade of the United States in the Orient. He refers 
especially to the recent rapid increase in the amount of transportation between San 
Francisco and Asiatic ports. He says that the trade with the Philippine Islands, 
aside from that in army stores, is as yet comparatively unimportant, but thinks that 
as soon as the islands are completely pacified there will probably be a great develop¬ 
ment in commerce there. 2 

MISSISSIPPI RIVER TRANSPORTATION. 

Amount of traffic—Difficulties encountered.— Mr. Bryant, a representative of the 
Steamboat Captains and Owners’ Exchange of New Orleans, and Mr. Markham, of 
the Illinois Central Railroad Company, give somewhat extended testimony regard¬ 
ing Mississippi River commerce and its effect on rail transportation. 8 These wit¬ 
nesses agree in stating that the amount of transportation by the river has decreased 
during the past 20 years as compared with rail transportation. Mr. Bryant asserts 
that there has been some absolute increase since 1890; the census of that year 
showed 6,401,000 tons of freight carried on the river and its tributaries, while sta¬ 
tistics compiled by the witness in 1900 show 7,693,000 tons carried. Mr. Markham 
presents figures showing that the aggregate tonnage forwarded from St. Louis in 1880 
was 1,037,000 tons, while in 1900 it was only 245,000 tons. Both these witnesses 
point out, however, that the statistics of Mississippi commerce are very unsatisfac¬ 
tory, there being no definite authority for collecting them and no systematic methods 
of keeping records on the part of the vessels. 

The decline of traffic on the Mississippi and its tributaries is attributed chiefly to 
the great improvements in rail transportation. Mr. Bryant asserts also that the 
railroads have discriminated in their rates for the purpose of destroying the river 
traffic, charging extremely low rates between points on the railroad which are reached 
by the river, while making up the loss thus occasioned by high rates on intermediate 
traffic. Mr. Markham, on the other hand, while affirming the necessity of meeting 
river rates in rail transportation, holds that the influence of the river in lowering 
rates extends, though to a somewhat lower degree than in the case of points actually 
reached by the river, to practically all territory fora long distance on each side of the 
river. Mr. Bryant says also that the decline in river traffic is due in part to the greater 
shortness of the navigable season, which is occasioned by the denudation of the forests 
and by theconfining of theriverbetweenstronglevees; and that moreoverthe improve¬ 
ments of the river have not been effective in preventing danger to navigation, while 
especially the bridges over the river are, in many instances, a great hindrance. Both 
these witnesses point out that the trade of New Orleans with foreign countries, by way 
of the river and the ocean, is considerably hampered by the insufficient depth of water 
at the mouth of the Mississippi. The Eads system of jetties and improvements 
deepened the channel to 26 feet, but vessels drawing 30 feet or more would come to 
New Orleans if practicable, and these larger vessels could carry freight more cheaply 
than those which now enter the river. Mr. Bryant refers especially to the difficulty 
of navigating the Ohio River, and says that the large coal traffic coming down the 
river is carried only during very short periods. Two other witnesses speak of the 
system of dams, which is being established with a view to equalizing the flow of 
water in this river. 3 4 
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JJfec* of river competition on rates. —Mr. Bryant states that the freight rates on the 
Mtadasippi River are much lower than the railway rates, in part because of the slow¬ 
ness and risks of river transportation. He asserts also that when the river is low, bo 
* that transportation is more difficult, the rail rates are raised. Mr. Markham says 
that the river competition practically fixes the rates for railroads between all the 
important river points. Moreover, according to this witness, the influence of Missis¬ 
sippi River traflic affects rail rates from and to points far distant from the river. 
Chicago, for example, insists upon having rail rates to Southern points which will 
enable it to compete with St. Louis in the distribution of goods, while other smaller 
towns insist that the railroads reaching them shall make rates to enable them to com¬ 
pete with Chicago. A similar chain of influences extends through the South and 
secures to points far distant from the river a reduction of rates. This subject is dis¬ 
cussed in another light in connection with the long and short haul discriminations 
in the Southern States. 1 

THE ANTHRACITE-COAL SITUATION. 

During 1900 and 1901 there were movements among some of the railroads chiefly 
concerned in the anthracite-coal traffic toward the establishment of a community of 
interest. A subcommission of the Industrial Commission took the testimony of a 
number of officers of the railroads and of coal operators in New York during Feb¬ 
ruary, 1901, and two or three other witnesses were afterwards heard before the com¬ 
mission at Washington. See also testimony on this subject in the Mining Volume. 
(Vol. XII, Digest.) 

Relationof railroads to anthracite-coal industry .—The railroads reaching the anthracite- 
coal fields are the Pennsylvania, the Lehigh Valley, the Reading, the Central Railroad 
of New Jersey, the Delaware, Lackawanna and Western, the Delaware and Hudson, 
he Erie, and the New York, Ontario and Western. A very large proportion of the 
oa. produced is transported by these railroads to New York and other tide-water 
points, apparently not more than 19 or’ 20 per cent being used in Western and 
Southern markets. 3 

Each of the railroads named controls one or more coal-producing companies. In 
the case of the Reading, the Lehigh Valley, and several of the other railroads, these 
coal companies are, according to the witnesses representing these interests, virtually 
identical with the railroads, being organized separately chiefly because of the legal 
restrictions which prevent railroads from operating coal mines. The accounts of 
these railroad coal companies are, however, kept entirely distinct from those of the 
railroads, and they pay the regular freight rates to the railroads. The coal compa¬ 
nies controlled by the railroads also buy large quantities of coal from so-called “indi¬ 
vidual,” or smaller, operators. 8 

The proportion of the coal produced by the railroad companies has apparently been 
until recently about two-thirds, the output of individual operators being variously 
stated by witnesses at from 30 to 34 per cent. Recent purchases, by the railroads, of 
the mines of independent operators have reduced this percentage materially. The 
secretary of the Anthracite Coal Operators’ Association says that at present the out¬ 
put belonging to independent producers is probably about 29 per cent, 4 but other wit¬ 
nesses put it at a lower proportion. It appears also that these railroad coal companies 
hold a very considerable proportion of the undeveloped or reserve coal lands, so that 
in the future, as present mines are exhausted, their control of the actual output will 
presumably be greater. It is maintained that the reason why the railroads bought 
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up coal lands was the desire to make their transportation business permanent. The 
operations of individual concerns with small capital were likely to be irregular, while 
traffic might be diverted from one railroad to another so long as the mines were inde¬ 
pendently owned. 1 The proportion of coal produced by independent operators and 
by the railroad companies, respectively, varies considerably in the case of the differ¬ 
ent railroads. On the Reading, for example, only about 1,000,000 tons out of 8,000,000 
or 9,000,000 tons hauled yearly is produced by independent operators. The propor¬ 
tion of the independent operators is largest in the case of the Lehigh Valley Railroad, 
which in 1900 mined only 2,922,000 tons out of 7,675,000 tons carried.” 

Establishment of community of interest .—It appears probable from the statements of 
witnesses summarized below that the practice has long prevailed among the anthra¬ 
cite-coal railroads of acting more or less in harmony as regards the division of the 
traffic and the fixing of prices of coal. Apparently it was partly in view of the 
difficulty of maintaining effective agreements and thorough harmony in the past 
that the recent movement toward community of interest or ownership has taken 
place. Witnesses representing financial interests, independent operators, and offi¬ 
cers of the railroads concerned all agree that there has been established a certain 
degree of community of interest, affecting more especially the Reading, Lehigh Val¬ 
ley, Jersey Central, Delaware, Lackawanna and Western, and Erie railroads. 
These railroads carried in 1900 about 721 per cent of the entire anthracite ship¬ 
ments. The precise nature of the combination is not made clear, but it seems to 
have been brought about chiefly by the purchase or interchange of stocks by a few 
large capitalists, which gives them a powerful influence in the management of all the 
roads named. J. I’. Morgan & Co. have been especially instrumental in this move¬ 
ment. Various men are directors in several of the railroads at the same time. The 
object is admitted to be to bring about a consideration of the mutual interests of the 
roads. It is denied that there is any absolute combination or consolidation between 
these railroads, except to the extent that the Reading (’oinpany lias recently bought 
a controlling interest in the Central Railroad of New Jersey, and that the Erie con¬ 
trols the Susquehanna and Western and the Erie and Western, minor roads not 
reaching to tide water.* 

There is a difference of opinion among witnesses as to the extent to which the 
other leading coal roads besides those last named are being brought under the com¬ 
munity of interest. J t is suggested by two or three witnesses that steps are being taken 
to control the Delaware and Hudson, or that it is already more or less in harmony. 
One witness thinks that the Pennsylvania Railroad also is in general sympathy with 
the combination, although others assert that there is no community of ownership. 
The New York, Ontario and Western Railroad is quite generally considered to be 
independent, and it has about 3j per cent of the anthracite tonnage.* Coxe Bros. & 
Co. produce aliout 3J percent of the anthracite output. This company controls a rail¬ 
road of its own and ships its coal in its own trains over the Lehigh Valley Railroad 
to tide water. Mr. Stearns, president of the company, holds that it is entirely 
independent.* 

It is maintained by several witnesses that the leading anthracite coal roads are not 
merely tending to come together under a community of interest, but are attempting 
to absorb a large proportion of the production of coal. It is pointed out that about 
3 years ago the indej>endent operators, witli a view to securing a lower cost of trans¬ 
portation, proposed the construction of a railroad to tide water. Some of the roads, 

5 Haddock, pp. 521,522,531; Stearns, pp. 679,580,687,588; Sawatd, pp. 608,509; Greene, p. 468; Harris, 
p. 600; Childs, p. 603. 

•McLeod, p. 663, Harris, p. 600. 

•Woodlock, pp. 461-456; Haddock, p, 526; Stearns, pp. 588, 689; Walter, pp. 645,646; Harris, pp. 698, 
699; McLeod, p. 571; Saward, p. 613. 

•Woodlock, pp. 461-466; Harris, pp. 598,599,608; Childs, pp. 602,604. 

•Stearns, p. 689. 




ttvt INDUSTRIAL COMMISSION!—TRANSPORTATION. 

through the Temple Iron Company, bought up many of the mines which had pledged 
tonnage to this railroad and forced the abandonment of the enterprise. Afterwards 
another road was planned by the operators following the Delaware and Hudson Canal 
to Kingston. The Pennsylvania Coal Company, one of the largest of the independent 
producers of coal, which itself owned a local railroad, known as the Erie and 
Wyoming Valley, was a prominent factor in this enterprise. The Erie Railroad has 
recently bought up the Pennsylvania Coal Company and its affiliated railroad, paying 
therefor $32,000,000. This purchase blocked the construction of the proposed line to 
Kingston. The New York, Ontario and Western has also recently bought up a very 
considerable amount of coal production. The manager of this railroad says that it 
was forced to do this in order to assure the iiennanence of its tonnage. It merely 
followed the example of other leading railroads. It is, however, stated, even by one 
or two independent operators, that the operators who sold out were not forced to do 
so by discrimination or otherwise, but that, l>eing offered a high price, they preferred 
to sell rather than to nin the risks of independent business. It is claimed, however, 
by these witnesses and others that the motive of the railroad companies was to pre¬ 
vent a diversion of their tonnage as well as to check the disturbing influence of 
independent operators in the sale of coal.' 

Relation of railroad* to independent operator*—Percentage contracts and freight rates.— 
It appears that a very large proportion of the independent anthracite operators have 
for several years past sold their coal under contracts to the subsidiary coal companies 
of the railroads, receiving therefor a certain percentage of the tide-water prices. The 
proportion of the operators who accepted the system differs on different railroads, 
but on the average, according to statements of witnesses, much more than half dis¬ 
pose of their coal in this way. 

Under the contracts in force up to the spring of 1901, in the case of the domestic 
sizes and larger sizes of anthracite coal, the operator received 60 per cent of the tide¬ 
water prices, while the railroad coal company received 40 per cent, out of which to 
pay the freight to the railroad and to cover the selling expenses. In the case of the 
smaller sorts of coal, where the price is much lower, the percentage received by the 
operators was less. Several witnesses, mostlj representing railroad companies 
assert that the operators are generally well satisfied with this system, especially 
because of the saving in selling expenses and responsibility, and that it was consid¬ 
ered a concession to them at the time it was adopted, as compared with the existing 
freight rates. 2 

At the time of the investigation of the Industrial Commission, in 1901, a new con¬ 
tract was being proposed by which the operators should receive 65 per cent of the 
tide-water price of the larger sizes of coal. It is stated that the motive of the rail¬ 
roads in making this concession was to prevent the operators from constructing an 
independent railroad, and also to secure more effective control of the business, espe¬ 
cially by virtue of the fact that the new contracts, at least in most instances, provide 
that the entire future output of the operators shall be sold to the railroad coal com¬ 
panies. 8 

In April, 1901, this new contract had not yet been put into force, but the general 
opinion of all the witnesses was that a large majority of the operators would agree to 
it. The secretary of the Anthracite Coal Operators’ Association, as well as repre¬ 
sentatives of the railroads, stated that the operators were generally well satisfied 
with the proposed terms. One or two witnesses thought that the railroad companies 
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were insisting that practically all the operators should adopt these contracts before 
putting them into force, but a railway president states that this is not a condition of 
the contract, although the railroads think that they are entitled to the signatures of 
a majority of the operators. 1 

One witness thinks that not more than 5 or 10 per cent of the operators will, when 
this arrangement is perfected, be really independent or have any influence in com¬ 
petition in the coal market. 2 

Freight rales on anthracite coal —Various witnesses allude to complaints that the 
rates of freight to tide water are excessive. Some witnesses point out that most of 
the operators now ship under the percentage contract, so that the question as to the 
freight rates on ordinary shipments Incomes to them of less importance. An 
advance in prices benefits the shippers as well as the railroads. At the same time 
the percentage of the tide-water price received by the railroad company may l)e 
considered as its freight rate, and that the amount thus received may be discussed 
as to its reasonabless in the same way as any other freight rates. The few represent¬ 
atives of independent shippers who appeared before the commission made little 
complaint of excessive rates. The secretary of the Anthracite Coal Operators’ Asso¬ 
ciation stated that he was not authorized to make any complaint whatever, though 
he refused to answer the question as to whether there were any grounds for com¬ 
plaint. Reference was also made by the president of Ooxe Bros. & Co. and other 
witnesses to the suit brought by that company against the Lehigh Valley Railroad 
in 1899, in which excessive freight rates were charged. It is stated that the decision 
of the Interstate Commerce Commission was in favor of the complainants, but that 
appeal was taken to the courts, and that the delay was so great that Coxe Bros. <fc 
Co. were forced to forestall matters by constructing a railroad connecting their mines 
with several tide-water railroads, so that they were able to demand concessions. 3 

It is generally admitted that the freight rates on anthracite coal are very consider¬ 
ably higher than those on bituminous coal. The precise rate from the coal fields to 
tide-water varies somewhat upon the different railroads, while the rate per ton ]>er 
mile naturally differs according to the distance to tide water. Moreover, as regards 
the operators who ship under the percentage contract, the rate fluctuates continually 
with the tide-water prices. The freight rates are variously stated by witnesses rep¬ 
resenting the railroads as from $1.80 to $1.75 per ton to tide water. Under the 40 
per cent contract the rate paid by the operator, including selling expenses on coal, 
would be $1.60 per ton when coal sells at $4, which was about the price in the winter 
and spring of 1901. This price, however, is somewhat above the average in recent 
years. The distance from the anthracite fields to tide water varies from about 145 
(D., L. & W.) to 214 miles (N. Y., Ont. & W.). The rate per ton per mile would 
thus range from 6 to 10 mills. 

Several witnesses contrast these rates with those on bituminous coal, which have 
at various times been as low as 2J or 3 mills per ton per mile, and which are always 
very much lower than the rates on anthracite. Representatives of the railroads, 
however, and several other witnesses, including one independent operator, justify 
the higher rates on anthracite coal on the ground that most anthracite has to be 
hauled over the mountains, while bituminous coal in many cases takes its origin at 
the tops of the grades, and especially on the ground that bituminous coal is all of 
one kind and can be promptly unloaded from the cars, while the different classes 
and sizes of anthracite coal have to be kept separate. 4 
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One independent operator complains especially that the operators who sell coal 
to the railroads under the percentage contract really get better rates than those who 
Ship on their own account and pay the published freight rates. He urges especially 
that the actual freight rate under the contract system is considerably less than the 
40 per cent of the tide-water price, because that percentage includes selling expenses 
and risks. Operators who ship for themselves and bear selling expenses, ought, 
this witness maintains, to be placed on an equality by having a freight rate some¬ 
what less than this percentage. 1 

Alleged discrimination against independent operators .—Except for the complaint just 
indicated there is no charge on the part of the independent operators, so far as they 
appeared before the Industrial Commission, of discrimination in freight rates against 
them as compared with the coal companies operated by the railroads themselves. 
Officers of the railroads assert emphatically that the coal companies connected with 
the railroads pay the full tariff rates on coal. One witness, however, points out that 
it is claimed that the railroads allow their coal companies to work with little profit, 
or even at a loss, while making up by charging high freight rates, a practice which 
amounts practically to taking the money from one pocket and putting it in another. 
While this matter was not discussed especially by witnesses it is obvious that if the 
freight rates on anthracite 4 coal are in fact excessive, whether under published 
tariffs or under the percentage contracts, it amounts to a burden upon the independ¬ 
ent operators, which is not felt by the coal companies that arc virtually identical 
with the railroads.* 

Allusion was also made by various witnesses to the complaint sometimes made by 
independent operators that they are not furnished sufficient cars, and that in some 
cases they are placed at a disadvantage in this regard as compared with the coal com¬ 
panies ojierated by the railroads. This complaint connects itself closely with the 
discussion as to the restriction of output of anthracite coal. (See below.) In the 
case of the operators who sell under the percentage contract, the railroads are given 
the right to determine how much coal each curator shall ship. The railroads agree 
to allot the tonnage which can be handled equitably between the different producers, 
the contract particularly providing that the railroads shall not discriminate in favor 
of their own mines. Representatives of the railroad companies assert most emphat¬ 
ically that there never has been any discrimination in this allotment, but that the 
independent operators have, if anything, been allowed to produce more than their 
normal share of the coal for which there is demand. It is urged that it is impossi¬ 
ble for the railroads to buy all the coal which could l^e produced by the mines work¬ 
ing at full capacity, localise of the limited demand. 

Mr. Harris, late president of the Reading Company, says especially that on that 
road an expert is employed to visit the various mines and ascertain accurately their 
productive capacity, and that on this basis the amount of coal which is demanded 
is apportioned. This witness asserts that any operator is at liberty to increase his 
productive capacity, and that on showing evidence of ability to produce more coal, 
relatively to other mines, he will be given a larger allotment. Two or three wit¬ 
nesses, representing the independent operators, likewise state that they have no 
complaint of discrimination in the supply of cars. 3 

One independent operator, Mr. Haddock, while making no charge of discrimina¬ 
tion against independent operators in the apportionment of output, asserts that he 
has refused to accept the percentage contract arrangement which gives the railroad 
companies the right to allot the production, and has insisted upon receiving a 
sufficient supply of cars. By threats of suits for damages he has been able to secure 
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cars, and now practically produces as much coal as he sees fit. He is not willing to 
have his whole production limited by the arbitrary decree of railroad officers. 1 

Restriction of output and allotment of tonnage—It seems to be quite generally admit¬ 
ted that there is an attempt on the part of the anthracite-coal roads to keep the out¬ 
put of coal within the limits of profitable demand, and that there is at least a certain 
amount of consultation and agreement between them regarding the proportion of 
tonnage which each shall handle. In explanation of this practice it is asserted by 
various witnesses, including some independent operators as well as representatives 
of the railroads, that the productive capacity of the anthracite mines is very consid¬ 
erably in excess of the consumption of the country. It is said that the anthracite 
mines could produce at least 60,000,000 tons of coal annually, although one witness 
at least is disposed to question whether this could be done, in view of the necessity 
of executing a considerable amount of so-called dead work in order to keep up the 
production. The actual consumption of anthracite coal has never yet exceeded 
about 47,000,000 tons in a year. It is urged especially, as indicating the necessity for 
some limitation of production, that the demand for anthracite coal, most of which 
is used for domestic purposes, is extremely unequal as between different seasons of 
the year. During the spring and summer months there is very little consumption 
of anthracite. During the fall and winter, when the consumption actually takes 
place for the most part, the demand fully equals, if not exceeds, the capacity of the 
mines to produce contemporaneously. In order to render themselves able to supply 
the demand during these active months operators are continually tempted to 
increase the extent of their workings. If, then, it is asserted, the operators should 
endeavor to produce to the full limit of this extended capacity throughout the year 
there would be such an overproduction as greatly to depress prices and practically 
to ruin the producers. 

It is further asserted by nearly all witnesses testifying on this subject that anthra¬ 
cite coal can not be very successfully stored. It would greatly increase the cost to 
produce at a uniform rate throughout the year and to store the output of the spring 
and summer months until the fall demand. Not only, it is said, would this involve 
rehandling and the construction of storage places, but the quality of the coal, espe¬ 
cially its brightness, deteriorates when it is stored for a considerable length of time. 
For these reasons operators do not ordinarily run their mines at full capacity except 
during the fall and winter months. The average number of days on which the 
mines have operated during a year has never exceeded 235, and in many years the 
average number has been much less. 2 

One or two witnesses, especially Mr. Haddock, an independent operator, under¬ 
stand that the railroad companies have virtually an agreement among themselves as 
to the proportion of the tonnage of anthracite coal which each shall handle, and 
that by virtue of this allotment they practically restrict the output and prevent any 
strong competition. Representatives of the railroad companies deny that there is 
at present any agreement as to tonnage, although it is admitted by two or three of 
them that there was such an agreement in 1896, which was afterwards abandoned. 
Nevertheless these railroad officers admit that there has been very little change in 
the proportion of coal handled by each road for a considerable number of years, and 
they also admit that each road tries to conform in a general way to the proportion 
which it has hitherto carried. They assert that any railroad might, without viola 
tion of agreement or of faith, increase its aggregate tonnage and endeavor to encroach 
on the traffic of its competitors. To do this, however, would be to precipitate a gen¬ 
eral competitive war, a general oversupply in the market, and a reduction in prices, 
which would not make it a profitable measure. 

1 Haddock, pp. 624-627. 
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The present division of output, it is asserted, has been the result of many years of 
experience and of conflict. Further conflicts are likely to occur in the future as they 
have in the past, but, apparently, at present, perhaps under the influence of the 
recent movement toward community of interest, there is less disposition than has 
been manifested hitherto toward encroachment by any railroad upon the business of 
the others. One or two witnesses point out also that some of the railroad compa¬ 
nies have certain territory naturally tributary to them, or produce to a certain extent 
a particular class of coal for which there is an especial demand. The frequent use 
of such phrases as “ proper share ” and “normal tonnage” as applied to railroads 
seems to show a recognition by nearly all of their officers that it is not to the inter¬ 
est of any road to compete too vigorously or to endeavor to produce coal to the 
maximum of its capacity. One witness, Mr. Thomas, of the Erie Railroad, says that 
there is some consultation among the railroads regarding the output and prices, and 
other witnesses, as is pointed out below, admit also that there is some consultation 
as regards prices, which presumably involves likewise a discussion of output. Ref¬ 
erence is also made to the fact that the Pennsylvania Railroad has in the past worked 
less in harmony in this regard than most of the other railroads. 1 

The following table shows the percentages of the anthracite tonnage hauled by the 


respective railroads during the year 11)00.* 

Philadelphia and Reading. 

Lehigh Valley. 

Delaware, Lackawanna and Western. 

Central Railroad of New Jersey. 

Pennsylvania Railroad. 

Erie Railroad. 

Delaware and Hudson. 

Delaware, Susquehanna and Schuylkill.. 
Ontario and Western. 


Per cent. 
. 21 
. 15.65 
. 12.57 
. 11.48 
. 11.32 
. 11.51 
. 9.55 
. 4.26 
. 2.86 


Prices and their relation to the alleged combination .—'There seems to be a general 
agreement among witnesses that the anthracite railroads act more or less in harmony 
as regards the fixing of prices. The evidence, however, is not conclusive as to the 
extent to which this harmony goes, or as to the effect of the recent movement toward 
community of interest upon agreements as to prices or upon prices themselves. 

No witness affirms that there is any formal and definite agreement among the 
railroads or the railroad coal companies as regards prices. One or two assert that 
there have been in the past attempts to establish such agreements, but that they 
have broken down. Independent o]>erators and others, notably Mr. Saward, of the 
Coal Trade Journal, believe, however, that there are informal consultations and 
understandings at the present time, including possibly meetings from time to time 
of sales agents. It is maintained by these witnesses that the prices made by the dif¬ 
ferent companies are practically the same for given markets and grades of coal, and 
that changes are made very nearly simultaneously. Mr. Saward suggests that the 
railroad coal companies may communicate with each other by telephone, and that 
these informal understandings are better than written agreements, because there is 
no record or publicity. 

Representatives of the railroad companies admit that the prices made by all of the 
roads are very nearly similar, although they specifically deny that there is any 
binding agreement on the subject. Two or three of them state that there are 
occasionally informal consultations between sales agents, such as are necessary in 
ever)' business. The president of the Reading Company says—and his statement is 
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corroborated by two or three other witnesses—that that company regularly issues a 
circular of prices, which has a considerable influence in determining the prices of 
other companies. At the same time this witness asserts that it is entirely voluntary 
with the others to make these prices or not, and that they do not always follow them. 1 

The president of Coxe Bros. & Co., the largest independent coal operators, stated 
that the average prices received by that company for the prepared sizes of anthracite 
coal at tide water from 1891 to 1900 were as follows; 


Areraije price* of prepared mires of anthracite coal. 


1900. 

1899. 

1898. 

1897. 

1896. 

1895. 

1894. 

1893. 

1892. 

1891. 

$3,761 

$3.49 

$3,589 

$3,716 

$3,516 

$3,237 

$3,535 

83.907 

$3.81 

$3,799 


These prices are presumably not far from the average received by other producers 
during this period. Witnesses do not discuss, however, -particularly, the movement 
of prices during these years in connection with the question as to the effect of com¬ 
bination among the railroads, nor is there any very definite evidence as to the 
comparison of prices during the past decade with those of earlier years. It is 
asserted quite generally that the cost of mining has increased, but that the cost of 
transportation and freight rates have fallen somewhat. 

Much discussion was given as to the movements of prices of anthracite coal during 
the past year, particularly with reference to the effect of the establishment of com¬ 
munity of interest between certain of the railroads, and as to the effect of the strike 
of anthracite miners in September and October, 1900. The following table shows 
the average prices for prepared sizes of anthracite coal received by Coxe Brothers 
& Co. for each month during 1900: 

1900. 


January. $3.744 

February. 3.588 

March. 3.616 

April. 3.485 

May. 3.577 

June. 3.551 

July. 3.707 

August. 3.854 

September. 3.896 

October. 4.103 

November. 4.14 

December. 4.243 


It will be seen that prices advanced from $3,465 in April to $4,243 in December, 
or an increase of 78 cents per ton. It is stated by various witnesses that the prices 
in the fall and winter are always considerably higher than in the spring, on account 
of the great difference in the demand at the respective seasons. Figures submitted 
by months by Coxe Brothers & Co. show advances of from 30 cents to 65 cents as 
between the spring and fall in most years since 1891. The advance in 1900, how¬ 
ever, is greater than in any other year for which these figures were submitted. 

Several witnesses state that the price of anthracite coal in February, 1901, was from 
20 to 30 cents higher than it had been at the corresponding time a year before. The 
usual spring reduction in prices was made in April, 1901, after which the price of 
stove and chestnut coal, as announced in the circulars of the railroad companies, 
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seems to have been $4 per ton, and the price for broken coal, the largest size, $3.60 
per ton. Virtually all the witnesses agree in holding that this advance in prices 
during 1900 and 1901 is to be attributed to the reduction in the supply of coal, caused 
by the prolonged strike of the fall of 1900, rather than to the combination among the 
railroads. Tho strike left the country very much depleted of coal, and all through 
the winter the mines were working at their full capacity. 1 

Mr. Haddock, independent coal operator, seems to think that the railroad com¬ 
panies in combination would have the power to advance prices, not being limited by 
the competition of other producers of anthracite coal, but he, like the representatives 
of the railroads, doubts whether it would be wise policy for the combination to 
attempt to maintain excessive prices. Various other witnesses, including especially 
the representatives of the railroads, assert that there is a very close limit to the price 
of anthracite coal through the competition of other fuels, and that the producers, 
however strongly they may be combined, would not find it to their interests to advance 
prices beyond the present rates. It is asserted that anthracite coal is to a considerable 
extent a luxury. By far the greater part of anthracite coal is used for household 
purposes, and if the price is very high it can be replaced in many of its uses. Bitu¬ 
minous coal is Ix'ing more and more used, so these witnesses state, for producing gas, 
steam, and hot-water heat, and other forms of heating for domestic purposes. 

The smaller sizes of anthracite coal, ranging from pea coal down, which are neces¬ 
sarily produced in connection with the breaking of coal for domestic, purposes, can 
be used only for steam purposes, and there they meet very directly the competition 
of bituminous coal. It is asserted that because of this competition the price received 
for these smaller sizes of coal is less than the cost of production, so that there must 
be a corresponding increase in the prices of the larger sizes in order that there may 
be a profit on the entire output. These smaller sizes are from 25 to 35 per cent of 
the total product. Formerly they were largely thrown away, but the old culm piles 
are now being worked over and sold. Several witnesses maintain that the prices of 
anthracite coal in the spring of 1901, although somewhat higher than the average for 
earlier years, were no more than reasonable, and that because of the limited nature 
of the demand for anthracite coal a reduction in the price would not sufficiently 
increase consumption to make it profitable for the coal producers. 2 

Several witnesses assert that it will be possible through combination to reduce the 
cost of producing and transporting coal so as to permit of a lowering of the price to 
consumers, while at the same time giving the producers and the railroad companies a 
greater profit than in the past. The officers of some of the railroads express the belief 
that it is to the interest of the people that the railroads should act in harmony, and 
the same opinion is held by two or three other witnesses, notably Mr. Greene, of the 
Audit Company of New York. Mr. Molded, former president of the Reading Com¬ 
pany, is especially emphatic in the assertion that only great corporations with large 
capital can economically produce anthracite coal. It is pointed out by one or two 
witnesses that if the railroads act in harmony it will in many cases reduce the cost of 
transportation by permitting tho supply of particular markets from the nearest and 
most accessible mines. It is also urged that where each railroad company feels that 
it must produce and transport, as much coal as possible it is tempted to operate 
mines which are not so economical as those controlled by some other railroads. 

The greatest saving, it is asserted, could be effected by the elimination of middle¬ 
men in the sale of coal to the consumer. The railroad companies could establish 
large dei>ots in immediate connection with their tracks from which coal could be 
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delivered directly to carta haaling it to the consumer. Mr. McLeod believes that a 
saving from 50 to 76 cents per ton might he effected In this latter way alone, while 
Mr. Greene thinks that the various economies which might result from a complete 
consolidation of the railroads would amount to $1 per ton. These various witnesses 
think accordingly that a more complete combination than that which at present 
exists is desirable for the public interest.' 

Capitalization of reserve coal lands.—There is a considerable amount of discussion on 
the part of witnesses as to the effect upon prices of the large investments made by 
the Beading and other railroad companies in coal lands in advance of actual produc¬ 
tion. The Beading Company has the largest supply of coal lands, most of which were 
bought up during the seventies. At that time it invested, according to the state¬ 
ment of one witness, about $76,000,000 in these lands. Other companies have also 
made large investments. It is stated that the motive for this policy on the part of 
the railroads was to Insure permanency in their transportation. One or two wit¬ 
nesses, including especially Mr. Haddock, think that the interest on these invest¬ 
ments of the railroads has added to some extent to the price of coal. Reference is 
made especially to the fact that the recent purchases by the railroad companies have 
been at very high prices. The Erie issued $32,000,000 of bonds to buy up the Penn- 
syl vania Coal Company, and the annual interest of $1,280,000 is equal to 60 or 60 cents 
per toil on the annual output of these lands. If the Reading lands had cost propor¬ 
tionately as much they would have represented an investment of $125,000,000. Most 
witnesses, however, especially those representing railroad companies, do not think that 
the interest on these investments in coal lands adds materially to prices. They state 
that the attempt to carry them has lead to repeated bankruptcies in the case of the 
Beading road and that many other railroads have large amounts of stocks which earn 
no dividends. The stocks of four of the leading roads earning no dividends were 
stated by one witness as amounting to $382,000,000. The railroads holding these large 
investments have been forced to sell coal, it is argued, in competition with other 
producers not having similar burdens. The various reorganizations of the Reading 
have reduced its fixed charges, although the president of the company admits that 
its bonds still represent, in part, investments in coal lands.’ 

It is admitted by two or three of these witnesses that the capitalization of several of 
the anthracite roads is excessive, but they hold that the excess is chiefly in the form of 
stocks receiving no dividends. In various recent reorganizations, such as that of the 
Erie and the Beading, there has been no reduction of capitalization, but the fixed 
charges have been reduced, bonds being either issued at lower interest or converted 
into stocks.’ 

Duration of coal supply and cost of mining .—Witnesses differ as to the amount of 
anthracite coal still remaining in the ground. Estimates as to the duration of the 
supply at present rates of production range from 80 to 200 years. The mines in the 
Wyoming field, which were the most accessible, are being rapidly worked out, and 
the great reserve is in the Southern or Schuylkill field, where the Reading Company 
has very large coal holdings. In this field the coal lies deeper and in thinner seams, 
and it is much more expensive to mine. The late president of the Reading Company 
says that one of the chief reasons why it has not developed its lands more rapidly is 
because the cost of mining was so much greater that coal could not be produced 
profitably in competition with other fields. In the future the more difficult mines 
will have to be worked, and the Reading’s lands will become more valuable. 

In view of these conditions as regards the distribution of the anthracite supply, 
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witnesses agree in holding that the cost of mining has advanced in the past and will 
ateadily advance in the future. The improvements in methods of mining and han¬ 
dling coal do not keep pace with the added difficulties arising from the necessity of 
mining deeper and less satisfactory seams. The price of coal will necessarily advance 
hereafter, it is maintained, if it is to be mined profitably at all, although the advance 
will be slow. One prominent witness doubts whether the output of the anthracite 
mines will ever be much greater in a year than at present. 

It is pointed out that the more easily worked veins have already been exhausted, 
and that mines now are deeper and in many eases are working much thinner veins 
of coal. For these reasons there is greater expense in lifting coal, in pumping 
water, in sinking shafts, and in various other directions. The cost of establishing a 
working colliery plant is said to have risen greatly, the cost in some cases at present 
being no less than $1,000,000. As to the average cost of mining at present, no defi¬ 
nite statements were made, several witnesses asserting that it is very difficult to 
ascertain the costa, and particularly that there are very great differences as between 
different mines. Mr. McLeod, former president of the Reading Company, says that 
he estimates the cost at the mine at $1.59 per ton, while by paying interest on the 
value of coal lands the cost is brought up to $1.90 per ton. The average freight rate 
he estimates at $1.50 per toil to tide water. The average price at tide water for 20 
years has been $5.48. 1 

Thr, anthracite axil strike, of 1900— Mr. Stearns, of Coxe Brothers & Co., explains 
the nature of the demands of the miners in the Btrike of 1900. About 1875 there was 
an agreement, between the operators and the miners, by which wages were to rise 
and fall with the price of coal at tide water. The basis was at the price of $5 per ton. 
For every advance or decline of 10 cents, wages were to rise or fall 1 per cent. The 
price of coal fell so greatly that the operators made concessions, treating the freight 
rate from the coal mines to tide water as equaling $2.50, the rate prevailing in 1875, 
instead of the actually much lower figure. The miners, however, demanded, in 1900, 
that the entire sliding-scale system he abandoned, and that wages be raised 10 per 
cent above the existing rates, while the price of powder should be reduced to $1.50. 
These demands were finally granted by the employers. 

Most of the witnesses do not discuss the strike in any detail. Several officers of 
railroads and operators think that the demands were, on the whole, just, but others 
hold that they wore excessive, and that the producers can not permanently recoup 
themselves for the advance in wages by additions to price. It is quite generally 
admitted, however, that the shortage of coal, caused by the suspension of work in 
the busy season, permitted the advance of price sufficiently for the time being 
to benefit the railroads and the operators. One or two witnesses complain of the 
agitators who came from outside the region and induced the miners to join the 
labor organization known as the United Mine Workers, and to enter the strike. 
Mr. Steams asserts that the men of his mines were satisfied, but that they were 
assaulted and intimidated until the mines had to close. There is some discussion 
among witnesses as to the desirability of arbitration in the case of such a dispute 
as this.' 
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TICKET BROKERAGE. 

Mr. Lindenberger, chairman of the committee on hostile legislation of the Ameri¬ 
can Ticket Brokers’ Association, gave very extended testimony before the Industrial 
Commission on the subject of ticket brokerage. Practically no testimony from the 
railroad standpoint is presented in this volume, and reference should be made to the 
discussion of the subject in the earlier volume. 

General nature of business.—Mr. Lindenberger states that it is the business of ticket 
brokers to buy passenger tickets from railways and from passengers, and to sell them 
to travelers below the published tariff rates. The business depends upon the fact 
that there are differences in rates per mile on different kinds of tickets, and for dif¬ 
ferent distances. Through tickets are sold at reduced rates as compared with local 
tickets, and brokers handle unused coupons for parts of through journeys. The 
return coupons of excursion and special return tickets are also bought and sold. 
One of the chief elements in the business has been the handling of mileage books. 
Brokers would buy mileage books from the railroads and allow passengers to use 
parts of them. Many of these books are good in the hands of the bearer, even where 
printed regulations nominally restrict them to the purchaser or his family. At 
present, especially in the central and western part of the country, mileage books 
interchangeable upon numerous railroads have been introduced, and these are so 
arranged that they can he used only by the actual purchaser, who gets a rebate on 
allowing that he has used up the mileage. This arrangement prevents dealing in 
these books by ticket brokers. 

This witness states that brokers correspond with one another, supplying sheets 
allowing what tickets they have available, so that a broker in one city can make a 
through rate by using a ticket which he has to a given point, and arranging with a 
broker there to supply a ticket to the destination. By such practices ticket brokers, 
through their superior knowledge of rates made throughout the country, often suc¬ 
ceed in giving passengers information as to low rates which they would not other 
wise be able to take advantage of. 

Ticket brokers are able, according to this witness, to save money to passengers 
selling their tickets ami to those buying as well. The claim that railroads redeem 
the unused parts of their tickets at the full value is only partly true. A ticket from 
New York to Chicago costs $17, while the rate from New York to Buffalo is $8, and 
from Buffalo to Chicago $12. The railroad will pay the passenger $9 for the coupon 
from Buffalo to Chicago, while the broker would give him $10, and sell it for $11. 
The return coupons on excursion tickets sold for one fare for the round trip have no 
redemption value. 

Support of ticket brokerage by railroads.— Mr. Lindenberger asserts further that the 
greater part of the business of ticket brokers is carried on with the support and 
connivance of the railroads. This was especially true before about 1896; since then 
railroads are so in harmony and maintain rates so strictly that they are less tempted 
to secure the services of brokers. The motive of railroads in this practice is to get 
competitive business, and that is perfectly legitimate. Through the brokers they 
can cut rates secretly, or even without cutting rates they can sell more tickets because 
of the employment of such agents. The witness does not think that brokers could 
carry on business profitably without some such support from the railroads. 

Legitimacy of brokerage bwrinem.—Mr. Lindenberger asserts emphatically that the 
business of ticket brokerage is entirely legitimate. If a railroad makes a reduced 
rate for any class of tickets, it ought to make no difference to it who uses the ticket or 
any part of it. The supreme court of New York has held that this was a normal busi¬ 
ness, and that if a railroad company undertook to carry the holder of a ticket from 
one place to another for a given rate, it cost no more to carry one person than another. 
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Mr. Iindenberger denies the weight of the changes that brokers sell forged and fraud- 
ulent tickets and tickets with altered dates, and that they resort to other illegitimate 
practices, such as persuading conductors not to cancel tickets, but to sell them. He 
asserts that instances of fraud are extremely rare, if they occur at all. The American 
Ticket Brokers’ Association, which includes 335 members, has in its constitution a 
declaration that no member shall engage in any practice which shall bring discredit 
upon the profession. Unless by specific contract with the passenger in writing, mem¬ 
bers must guarantee to passengers that their tickets will be honored. Mr. Linden- 
berger asserts that no member of the association has ever been arrested for fraud or 
charged with it, and that even railroad officers will certify to the high character of 
these brokers. He adds that the charges brought against ticket brokers by railroads 
are not usually specific, and seldom mention names. 

This witness denies also that there is any general public antipathy to the business 
of ticket brokerage, lie asserts that the petitions, and the resolutions of commer¬ 
cial bodies, brougiit to liear by railroad companies in advocating legislation, are 
secured by great pressure and are not typical. The railroad companies themselves 
recognize that antiscalping laws are not popular with the masses. The agitation in 
favor of antiscalping laws has been most vigorously carried on by the railroad com¬ 
panies in recent years before Congress and the State legislatures, but they have suc¬ 
ceeded in inducing only ten States to pass these laws. In New York and Texas the 
laws have been declared unconstitutional, and in the other States they are dead 
letters. The witness asserts that newspapers which attack ticket brokers are directly 
inspired by the railroads, many of their articles being in almost identical form, and 
that many other leading papers have defended the brokers. Labor organizations 
also are almost uniformly in favor of permitting brokerage. The witness would be 
willing that the Government should require a license for ticket brokers, and sub¬ 
mit them to any reasonable regulations, but he does not think that the prohibition 
of the practice is justifiable or constitutional. 

GOVERNMENT OWNERSHIP OF RAILROADS AND PUBLIC UTILITIES. 

Prof. Frank Parsons, president of the National Public Ownership League, presented 
before the Industrial Commission an elaborate argument in favor of the Government 
ownership of public utilities in general, and with especial reference to railroads, tele¬ 
graphs, and telephones. 1 The general arguments which he brings forward apply, 
in his opinion, with somewhat varying degrees of emphasis, to all these classes of 
public utilities, as well as to gas and electric lighting plants, street railways, and 
other similar enterprises in cities. Officers of railroads give little testimony on this 
subject, apparently considering Government ownership of railways not a live question 
at present. The discussion of telegraphs, telephones, and municipal monopolies in 
particular in which several other witnesses take part is summarized below. 

General principles and scope of Government ovmership .—Professor Parsons holds that 
the relative merits of public and private ownership of railways and other utilities 
must be judged not merely by rates and costs of operation, nor by financial results, 
but by the general effect on civilization, government, and progress. He says that 
under private ownership material interests alone are considered, and that the inter¬ 
ests oi the owners of the utilities are the first aim, often to the great injury of the 
public. Not merely do excessive rates result from this aim, but there are many 
other evils, such as discriminations between individuals and places in the charges 
and quality of service, overcapitalization and stock speculation, ill treatment of 
abor, disregard of public safety, etc. On the other hand, under Government owner¬ 
ship, according to this witness, the aim in the operation of public utilities should be 
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to serve the interests of the whole people and not to make money, and in countries 
where that system is most highly developed the results have shown that this aim is 
actually constantly operative in the management. 

Rata and costs of operation under Government and private tervice .—Professor Parsons 
asserts that the general principle of rate-making under private ownership of natural 
monopolies is to fix the charges at the point that will secure the maximum profit, 
which is not usually the point either of lowest cost of operation or of maximum use of 
the service. Public ownership seeks a lower rate level with a view to reducing the 
cost to the lowest possible point by increasing the service, the endeavor being to render 
the maximum sendee at the lowest cost of profitable operation. The witness points out 
numerous instances in which governments have taken over the operation of railroads, 
telegraphs, and other enterprises, and have immediately reduced the charges greatly 
as compared with those formerly prevailing. He also compares the average rates 
for hauling a ton of freight a mile in the United States and leading European coun¬ 
tries, as well as the average rates per passenger mile. These figures show the rates 
on passenger traffic in Europe from one-fourth to one-half less than in the United 
States, but American rates on freight traffic from 40 to 70 per cent lower per ton- 
mile than in the European countries named. 

It is held, however, that the comparison as to freight rates is greatly affected by 
the much longer haul of each ton of freight in the United States, more than double 
the average haul in most of the other countries. Terminal charges, being an impor¬ 
tant element of cost, are proportionately less per ton per mile in the case of the 
longer haul. The witness declares also that proper comparisons as to charges are 
entirely impractical because of the extremely wide difference in conditions of cost 
as between different countries. Even if it be shown that the service is more efficient 
and cheaper in the United States, this would be largely due to the superior ability 
of American workingmen and business managers, a superiority which showB itself 
asmuch in contrast with private enterprises abroad as with public enterprises. The 
only fair comparisons are within a single country, and the fact that countries which 
have gone to public ownership are all uniformly satisfied with it and tend con¬ 
stantly to extend its scope shows that it is the best system. Professor Parsons holds 
also that there are numerous and important economies attached to unified man¬ 
agement by government and to coordination between different forms of public serv¬ 
ice. He believes that by the savings secured in this manner, and by avoiding the 
payment of interest on overcapitalized securities, the United States could save 
$600,000,000 yearly to the people by public management of railroads. 

Public ownership in relation to politics .—Professor Parsons believes further that 
instead of increasing the danger of political corruption Government ownership of 
public utilities tends to reduce it. He declares that the powers now exercised by 
quasi public corporations, such as railroads, are essentially sovereign powers. Their 
charges, not being subject to competition, in many instances are virtually taxes. 
Their ability to influence the prosperity of individuals and communities, to qualify 
the effects of a protective tariff by excessively low import rates, etc., shows the 
necessity of public regulation. Moreover, at present the corporations operating these 
public utilities are constantly tending to corrupt legislative bodies and public officers, 
national, State, and municipal, in order to secure franchises and other advantages. 
Finally, the tendency of private ownership of railroads and other similar enterprises 
is to build up great private fortunes, thereby introducing a degree of industrial 
inequality which is inconsistent with democracy inpolitical methods and in education. 

This witness does not fear greatly the political dangers arising from an increase 
in the number of civil servants through an extension of Government ownership. He 
would apply strict methods of examination for entrance into service and for pro¬ 
motion. While he would favor the granting of very favorable conditions of employ¬ 
ment to Government servants, he does not think that this would constitute the 
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unjust establishment of a favored office class. He does not believe that the office¬ 
holders would be a large enough proportion of the population to exercise a dangerous 
political influence at the polls, nor that their own liberty would be abridged through 
the influence of party leaders and superior officers. He points to New Zealand, the 
English cities, and other governments which have greatly extended government 
ownership, as showing the possibility of minimizing or eliminating these evils. 

Desirability of gradual movement toward Government ownership— In spite of his argu¬ 
ments as to the benefits of Government ownership, Professor Parsons does not believe 
that the United States is rij>e as yet for public ownership of railroads. We need to 
become more thoroughly democratic in government, to secure for the people more 
genuine control over public affairs before greatly increasing Government ownership. 
It would, however, be desirable at an early day, if not immediately, to acquire the 
telegraph and telephone, and municipalities should move steadily toward the public 
ownership of municipal utilities. The witness believes that there is a very rapid 
growth of sentiment in favor of public ownership, and asserts that in this as in other 
countries the actual extent of public functions is steadily increasing. In his judg¬ 
ment the best way for the Government to acquire the telegraph or the railroads 
would be to begin by buying up or constructing a part of the system, and then gradu¬ 
ally to extend the scope of the public ownership. He would favor paying to the 
owners of the present plants the full value of their plants as indicated by the market 
prices of securities, even although in many instances the enterprises are greatly 
overcapitalized. 

The question as to the proper basis of charges for the service of public utilities is also 
discussed by this witness. He asserts that it is not necessarily a universal economic 
principle that the charges should be sufficient to pay the costs. It may be that the 
great extension of the use of the service would be of sufficient general advantage in 
promoting intelligence, civilization, and happiness as to justify the reduction of 
charges below cost while making up the deficit through taxation. The movement 
of Government service in the past has.been steadily toward doing away with the 
principle of payment by the individual as regards services which are most essential 
to the general welfare. The witness thinks, however, that in general at the present 
time the charges for the ordinary so-called public utilities—railroads, street railways, 
lighting plants, telegraphs, etc.—should, under Government management, be suffi¬ 
cient to cover the cost of operation, and that these plants might even be required to 
contribute taxes toward the general public administration, as they have done under 
private ownership. 

TELEGRAPH BUSINESS. 

Professor Parsons 1 and Messrs. Randall 2 and Roberts, 3 the latter two representing 
the International Typographical Union, appeared before the Industrial Commission 
as advocates of Government ownership of telegraphs, while Mr. Hitchcock urges the 
adoption of the same system, especially in connection with the use of improved 
methods of automatic operation, such as the system invented by Mr. P. B. Delany. 
Mr. Clark,* vice-president of the Western Union Telegraph Company, and Mr. 
Chandler, 6 president of the Postal Telegraph Company, gave testimony on the same 
subject. 

Alleged excessive capitalization and charges.—It is admitted that the telegraph busi¬ 
ness of the country is practically all carried on by the two companies just named, and 
that they work more or less in harmony with one another. While they have no 
definite understanding or agreement fixing rates, there is an understanding that 
secret reductions in rates shall not be made; and at the time the agreement was first 
established, in 1888, certain specially low rates which had previously prevailed were 
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abandoned. Representatives of the companies assert that in most more important 
places there is, in a sense, competition between them. A table submitted by Mr. 
Clark, however, shows that average receipts per message have not been reduced since 
1888. Mr. Chandler believes that unified ownership of the entire system would be 
preferable from the point of view of economy, but that the public opposition to 
monopoly would not make it good policy. 

The advocates of Government ownership assert that the charges of the telegraph 
companies are extortionate as compared with the rates in European countries and as 
compared with the actual cost of operation. It is charged especially that the Western 
Union Telegraph Company is enormously overcapitalized. Its present capitaliza¬ 
tion, including stocks of minor companies which it has guaranteed, is $136,000,000. 
These witnesses point out that from time to time since 1868 very large stock dividends 
have been declared by the company, and they hold that at the time of the various 
consolidations with other companies the stocks have been increased entirely out of 
proportion to the value of the new property taken in. They maintain that the 
growth of the system has been almost wholly paid for out of earnings, while at the 
same time ample dividends on inflated capitalization have been earned. It is 
asserted that at the maximum the lines of the Western Union Company could be 
duplicated for $30,000,000. In Ohio, when the attempt was made to increase the 
assessment of the company’s lines, it took the matter into court and claimed that 
the average cost per mile of poles in that State, with all the wires, including stations 
and equipment, was only $103, which would make the 190,000 or 200,000 miles owned 
by the company worth about $20,000,000. One witness also quotes figures from the 
reports of the Western Union Company showing the cost of constructing of the total 
amounts of line added in certain recent years to have been less than $100 per mile 
of poles and $50 per mile of wire. He also refers to statements of telegraph experts 
to somewhat similar effect. 

Mr. Clark denies emphatically that the Western Union Company is overcapital¬ 
ized. He says that the capitalization of the company amounts to $645 per mile of 
poles and $130 per mile of wire. He asserts that to say that lines could be repro¬ 
duced for $120 or $130 per mile is preposterous. On many lines there are very many, 
sometimes as many as 200 wires, which greatly increase the cost, while terminals 
and underground construction in cities are very expensive and must be included. 
At the same time the witness declares that it is impossible to state the average cost 
of constructing a mile of poles with one wire because of the great difference in local 
conditions. The company has spent from $50,000,000 to $60,000,000 in renewals and 
reconstructions since 1866. Mr. Clark also compares the capitalization of the Ameri¬ 
can lines with those in Great Britain, showing that the capital outlay of the British 
Government is about twice as great per mile as that of the Western Union Com¬ 
pany. On this point, however, Professor Parsons remarks that the British Govern¬ 
ment when it bought out the lines from private companies paid four times as much 
as they were worth. 

The rates for commercial telegrams in the United States are all based on the mes¬ 
sage of ten words, the address and signature being sent free. The rates between 
New York and Philadelphia and a few other near and important centers are 20 cents 
for a ten-word message, with 1 cent for additional words. From New York to adja¬ 
cent States, within New England, and within many of the more densely populated 
States, the rate is 25 cents, with 2 cents for extra words. From this, rates range up 
to $1.07, to the Pacific coast. The average receipts of the Western Union Telegraph 
Company, for messages of all lengths and covering all different distances, during 1900 
were 30.8 cents. 

The rate per word for messages in Great Britain, from any point to any point, 
regardless of distance, is stated to be 1 cent, the minimum charge being 12 cents, 
and the average receipts for messages of all lengths actually sent being 15} cents. 
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The rate in Fiance is 1 cent per word, minimum charge 10 cents, and average 
receipts for all messages 15$ cents. In Germany the ordinary rate per word is 1$ 
cents, and the minimum charge 12 cents. The rates in Belgium and Switzerland 
are very much lower still, while those in Austria are practically the same as in 
France. 

Mr. Clark gives practically the same statements as to actual rates as witnesses who 
favor government ownership. He claims, however, that by sending the address 
and signature free the Western Union Telegraph Company handles on the average 
21 words for a 10-word message, and that the rate for an equal number of words in 
European countries, where every word is charged for, would be usually about 21 
cents, while in many parts of the United States, including distances as great as can 
possibly be reached within many of the European countries, the rate is 25 cents. He 
asserts especially that the average distances to which messages are transmitted in 
these foreign countries, with their dense population, are much less than in the 
United States, and that distance is an important factor in estimating cost, especially 
because of the interest on the lines. On this latter point Professor Parsons asserts 
that the interest can not greatly affect charges, on the basis even of the high capital¬ 
ization of the Western Union Company. He also declares that the proper basis of 
comparison is not the cost of sending a possible 21 words on a 10-word rate—though 
he quotes earlier statements of telegraph officers to show that the average number of 
words sent in the United States is considerably less—but the number of words actu¬ 
ally sent per message. Theaveragenumberforall messages in Great Britain is only 
15. The actual average receipts for all messages, he says, are at least twice as great 
in the United States as in most European countries. 

Mr. Clark also calls attention to the fact that the British Government’s telegraph 
has been operated at a deficit constantly, the aggregate deficit since 1870 being nearly 
$40,000,000. This deficit he attributes to the unduly low rates, and especially to the 
attempt to reach small and inaccessible places where business does not pay. To this 
it is replied that there is no certainty as to the correctness of the division of 
expense between the British post-office and telegraph departments; that the deficit 
is largely explained by the excessive price paid for the lines bought out by the Govern¬ 
ment, entailing a heavy interest charge; and finally that the British Government has 
added each year to the operating expenses the cost of extensions and improvements, 
which are represented, in the case of the American companies, by new capital. If 
these expenses for construction be omitted, according to this witness, the total British 
deficit is very small, and in many years there has been a profit. 

Mr. Clark also compares rates from various European capitals and leading cities to 
leading cities in other oountries and shows that they are much higher than rates for 
certain corresponding distances in the United States. Other witnesses, however, 
declare that comparisons of international rates, where messages must pass over 
the lines of different countries, are not fair, but that only internal rates should be 
compared with internal rates in the United States. 

Mr. Clark declares finally that the Western Union Telegraph Company has con¬ 
stantly endeavored to reduce rates as rapidly as possible with due regard to earning 
a reasonable profit He points out very great reductions in rates, especially to more 
distant points, since 1886, attributing this reduction especially to the consolidation of 
previously separate lines. A table submitted by Mr. Clark shows the average tolls 
received per message by the Western Union Telegraph Company since 1868. These 
figures are obtained by dividing the total receipts of the company from ordinary 
messages by the total number of ordinary messages, so that the average includes 
messages of all lengths sent for all distances. The average tolls received in 1868 were 
$1,047 per message. By 1875 the average had fallen to 54 cents and by 1880 to 38.4 
cents. The average receipts in 1885 were 32.1 cents; in 1887,30.4 cents. The receipts 
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rose in 1890 to 32.4 cents. Since 1895, when the average receipts were 30.7 cents, 
there has been practically no change from year to year. 

Mr. Clark declares that while further redaction in rates would doubtless increase 
business, it would not be profitable, because the wires are already being used at 
their full capacity. It is asserted, on the other hand, that Postmaster-General 
Wanamaker was led to l>eiieve that a uniform 25-cent rate throughout the country 
would be largely profitable to the telegraph companies and that a 10-cent rate would 
be possible under Government ownership by operation in connection with the 
postal system. One witness also asserts that the manager of the former Baltimore 
and Ohio Telegraph Company said that it operated at a profit while charging only 
10 cents for many shorter distances and 15 cents between New York and Chicago. 

General anjumml for Government ownership .—'The advocates of Government owner¬ 
ship, Mr. Randall, Mr. Roberts, and Professor Parsons, base their argument chiefly 
upon the possibility of reducing rates if the Government should takeover the service 
and consider the interests of the public rather than the earning of dividends on an 
excessive capitalization. They maintain that it is the constitutional right, and even 
duty, of the Government to control the means of communication by telegraph as well 
as by the mails. They assert especially that there would be great economy from 
combining the telegraph with the post-ofllce, since the offices could be in the same 
buildings and, in many cases, the same employees could carry on both classes of 
service. It is held that the success of the Government in administering the postal 
system is sufficient evidence of its ability to manage the telegraph, and that the 
experience of leading countries the world over, nearly all of which have brought 
the telegraph under Government operation, is in favor of the introduction of that 
system here. 

Mr. Chandler, of the Postal Telegraph Company, is disposed to think that the 
Government could probably operate the telegraph successfully, and that this would 
lxt especially true if it were able to secure an efficient civil service. Mr. Clark, on 
the other hand, believes that Government, operation would result, as it has in Great 
Britain, in a deficit, and that the service would be unsatisfactory. He asserts that 
there is a marked difference between the post-office and the telegraph. The post- 
office authorities make use of private means of transportation, so that little capital is 
involved, while the extension of the telegraph involves a large capital investment. 
This witness holds that there would be little economy from combination of the post- 
office and the telegraph, since in most small places the |K>stmasters would not be 
skilled operators. There would be a constant temptation under local pressure to 
extend lines to places where they would not be profitable, while the increase in the 
number of employees in the civil service would lead to abuses. 

Witnesses who favor Government ownership assert that most of the Postmasters- 
General since 1844 have favored the postal telegraph. 

Alleged discriminations and other abuses .—The advocates of Government ownership 
further maintain that the Western Union Telegraph Company is mainly responsible 
for the alleged news monopoly possessed by the Associated Press. It is charged that 
the telegraph company serves the papers of the Associated Press at very much lower 
rates than it serves individual papers or small groups of papers on a circuit, and that 
no newspaper can secure the services of the Associated Press without the consent of 
the newspapers in the city or town which are already members of the association, so 
that virtually a monopoly is maintained w hich reduces the number of newspapers 
published and thus injures the public and especially the printing craft Mr. Randall 
and Mr. Roberts of the Typographical Union especially insist on this point. 

Replying to these charges, the vice-president of the Western Union Company 
asserts that newspaper rates are of different classes in consideration of the time and 
character of the service and especially of the number of papers in a circuit and the 
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distances. He asserts that every newspaper or association of newspapers has the 
same privilege# as others under similar conditions. If there be' any monopoly in 
the handling 0 / news, it is the fault of the Associated Press itself and not of the 
telegraph company. 

Witnesses also complain that the telegraph company discriminates in the handling 
of messages, favoring especially the brokerage business and in some cases the news¬ 
paper business. Instances of long delay in the transmission and delivery of private 
messages are presented. It is replied by the officers of the telegraph companies that 
there is no precedence given to any class of business except Government business, 
but that many brokers and others have leased wires over which the telegraph com¬ 
panies have no control. 

The advocates of Government ownership further maintain that the system of grant¬ 
ing franks to public officers is a serious abuse, tending to influence the action of such 
officers in regard to the telegraph business. They also assert that there are personal 
discriminations in giving telegraph franks to private individuals. Mr. Chandler 
admits that franks are given to many public men in the national, state, and local 
governments, and that he would be glad to see the system done away with. Mr. 
Clark asserts that, these franks to public officers are granted merely as a matter of 
personal courtesy anil do not represent any quid pro quo. 

It is also argued by advocates of Government ownership that the Western Union 
Telegraph Company tends to suppress progress in the telegraph business by refusing 
to make use of new inventions in many instances, and by practically preventing, 
through its monopoly, the introduction of such improvements by others. Reference 
is made especially to the systems of machine telegraphy which have recently been 
invented, and which transmit messages at extremely high speed. To these charges 
the vice-president of the Western Union Company replies that the company has 
steadily improved its service, and that it makes uBe of all inventions which are really 
advantageous and profitable. 

Ijibw conditions in the telegraph business.— Mr. Clark holds that the higher cost of 
labor in the United States materially increases the cost of handling the telegraph 
business in this country as compared with other countries. On the other hand, the 
advocates of Government ownership maintain that the Western Union Company 
pays extremely low wages and treats its employees very badly in every way. They 
assert especially that many women are employed, and that, because of the oversupply 
of female labor, the company pays them very much lower rates than are paid to men 
for the same service. It is said, further, that a very general strike of telegraph opera¬ 
tors in 1883 was caused by the low wages, but that it was unsuccessful, and that 
wages have since remained unchanged. These witnesses further assert that the 
Western Union Telegraph Company is strongly opposed to labor organizations; that 
after the strikes of 1870 and 1883 it required its employees to take oath that they 
were not members of such organizations, and that practically the same attitude is 
maintained at present. 

Mr. Clark declines to discuss the attitude of his company toward labor organiza¬ 
tions, but says that the company is always ready to deal with its employees directly, 
and he supposes that they are satisfied. He says that wages were not reduced during 
hard times, and have varied little since 1883. He holds that women are paid as 
much as men where they do the same work, but that they can not usually do as 
heavy work as the men. Mr. Chandler, of the Postal Company, says that the aver¬ 
age salaries of operators of that company are about $60, and that wages have changed 
little in fifteen years. He says that a first-class operator in Great Britain receives 
about $66 per month, but that he begins at very low rates and that the increase is 
slow. 
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THE TELEPHONE SYSTEM.' 

Professor Parsons, in his general argument in favor of government ownership of 
natural monopolies, refers to the telephone system, holding that all the arguments 
which apply in favor of Government ownership of telegraphs apply to the telephone 
as well. This witness believes that the trunk lines of telephones should be operated 
by national governments, while the local systems could, perhaps, be most con¬ 
veniently operated by the municipalities. The vice-president and general manager 
of the American Telegraph and Telephone Company submitted an affidavit to the 
commission, tracing the history of the development of the telegraph and discussing 
somewhat the question as to the reasonableness of existing rates. The general man¬ 
ager of the New York Telephone Company, Mr. Bothell, presents an elaborate dis¬ 
cussion of telephone rates and the character and amount of service in this country and 
in foreign countries. 

It appears from the testimony that the American Telephone and Telegraph Com¬ 
pany has now' practically absorbed the Bell Telephone Company, having exchanged 
two shares of its own stock for eacii share of the stock of the Bell Company. The 
American Telephone and Telegraph Company is popularly known as the Long Dis¬ 
tance Company, and prior to the amalgamation with the Bell Company its business 
was apparently confined chiefly to trunk-line service. The capital of the American 
Telephone and Telegraph Company on July 1,1901, consisted of $94,237,500 of stock 
and $15,000,000 oi collateral trust 4 per cent bonds. The receipts of the company in 
1900 were $9,534,499, of which $3,846,821 was from the dividends of subordinate 
companies, $2,427,037 from the rental of instruments (royalties chiefly), and 
$3,027,171 from telephone traffic, the latter item apparently representing practically 
the receipts from the long-distance business. The company paid in 1900 a dividend 
of $4,078,601 and carried $1,407,456 to reserves and surplus. It is also stated that 
the entire expenditure of the American Telephone and Telegraph Company and of 
the various licensees operating under it for the construction of plants has been 
$168,474,517. 

Professor Parsons asserts that the telephone rates in the United States are very 
generally excessive, especially where the system is controlled by the American Tele¬ 
graph ami Telephone Company and its subordinate companies. He states that the 
rates in New York City range from $90 to $240 per year for the use of the telephone, 
while in Berlin the unlimited rate is only $36 (lately advanced to $45). Washing¬ 
ton, D. C., has rates ranging from $36 to $135 (1898), while the average rate in 
Stockholm, a city of about the same size, is $20. The average rate in Paris is stated 
by this witness to be $78 (500 francs), while Mr. Bethel! says that the Paris rate is 
about to be reduced to 300 francs. Professor Parsons also says that an independent 
telephone company iu Boston and adjacent territory is operating at about half the 
rate charged by the Bell Company; that a small cooperative company ill Grand 
Kapids, Wis., with 300 subscribers, charges only $1 per month for residence service 
and $2.25 per month for business service, while paying large dividends to the sub¬ 
scribers, who are also the shareholders, and that other independent companies are 
making low rates. 

This witness holds that from $8 to $15 per year is a faircharge for telephone service 
in a small town. It is recognized that in larger cities a higher rate is necessary, although 
he believes that in many cases it would be wiser for the telephone companies to 
reduce their charges with a view to the economy of increased service, since up 
to a certain limit the amount of service can be increased without requiring addi¬ 
tional apparatus and operators. He declares further that one reason for the excessive 
charges of the telephone companies is that they are greatly overcapitalized. The 
Bell company which operates in Boston and other Massachusetts cities has a capital 
of more than $300 for the line of each subscriber, whereas the independent company 
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above referred to has an equally good system at a capital cost of less than $100 per 
subscriber’s line. With regard to long-distance service this witness states that the 
rates in Europe are much less than in the United States. While it costs $1.25 for 
a five-minutes’ conversation between Philadelphia and Washington, for a correspond¬ 
ing distance in England the charge would be 48 cents, and in France 30 cents; and 
corresponding differences exist for longer distances. 

The representatives of the telephone interests present evidence in defense of the 
reasonableness of American telephone charges. It is stated that the long-distance 
rates are usually on the basis of three-fifths of 1 cent per mile for a conversation of 3 
minutes. In the local exchanges the system of message rates is gradually supplant¬ 
ing that of unlimited rental rates, and these witnesses hold that it is much fairer to 
subscriliere that they should pay a certain minimum amount per year, with an added 
charge for each message above a certain number, rather than that all subscribers 
should pay the same rates. Message rates are considered especially desirable in large 
cities. It is asserted also that the constant changes in telephone methods necessitate 
numerous reconstructions and other expenditures. In large cities, especially, the 
growth of the business makes frequent modifications in the plants essential to the 
successful operation, while at the same time the increase in the number of subscribers 
increases the running expenses in much more than equal proportion. In New York 
City, for example, it becomes necessary to have numerous branch exchanges con¬ 
nected with one another by trunk lines, and the process of connecting one subscriber 
with another becomes highly complicated, requiring an elaborate plant and a large 
amount of labor. 

Witnesses representing the telephone companies also hold that comparisons with 
European countries are likely to he misleading. They assert that the lower wages 
and lower costs of material in European countries must he taken into account; and 
they hold furthermore that in none of the European systems is the service equal in 
quality with that in the United States. Mr. Ilethell declares that by the adoption of 
the message-rate system in New York the average cost of telephones to subscribers 
has been reduced, and now amounts to only about $85 a year, although the. unlimited 
rate for business telephones is still $240. This average rate of $85, according to this 
witness, is the proper rate to be compared with the European charges which are 
nearly all on the unlimited system. It is replied to this, however, that the average 
is obtained by counting each separate telephone on the many small private branch 
exchanges, which have usually only a single line, while European figures ordinarily 
relate to the separate line service. 

Mr. Ilethell enters into a detailed discussion of the system in each European coun¬ 
try, stating the rates and the nature of the service. He asserts that in no European 
country has the telephone service been extended as widely as in the United States, 
and he attributes this fact largely to the government ownership of the European 
systems. There are 20 American cities with a population of 200,000 or more, and 
in these, on an average, there are 21 telephones for each 1,000 people. In Europe 
there are 44 cities of corresponding Bize averaging only 13 telephones per 1,000 
people. The development of the telephone in many of the European countries is 
confined almost altogether to the capital and a few of the largest cities. To this 
argument it is replied, however, that the most favorable examples have been chosen 
for comparison, and figures as to other American cities are given which compare less 
favorably with those abroad. Great Britain is the only European country in which 
private operation of the telephone exists, and Mr. Bethell asserts that the Govern¬ 
ment has so interfered with the operation of the private company in many ways that 
its success can not be properly compared with that of other systems. The London 
. .te changed by the private company for a business service is $100 flat, and the resi¬ 
dence rate is $60. It appears that the British Government is on the point of open¬ 
ing a public exchange in London, and has authorized municipalities to establish 
their own plants. Glasgow is about to install a municipal telephone system. 
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MUNICIPAL PUBLIC UTILITIES. 

Prof. Parsons, 1 in connection with his general argument in favor of Government 
ownership of railroads and otherpublic utilities, especially advocated the municipal 
ownership of gas, electric-lighting, and street-railway systems and similar public 
utilities. Prof. Bemis 1 also presented arguments in favor of municipal ownership 
before the commission, while Mr. A. D. Adams,’ a civil engineer of Boston, under¬ 
took to show that the municipal electric plants in Massachusetts have worked more 
satisfactorily than private plants. Mr. Foote,* editor of Public Policy, is inclined 
to oppose municipal ownership, but to favor the auditing of the accounts of private 
corporations for the purpose of securingcomplete publicity and uniformity of accounts. 

The argument in favor of public ownership, as stated by the witnesses above named, 
is based on the assumption that such municipal public utilities as street railways, 
gas and electric light, and water supply are natural monopolies, and that they fur¬ 
nish such necessary service as to make them essentially public in character. Efforts 
to maintain competition in furnishing these services, it is held, have failed in almost 
every city, and they are now supplied by great consolidated corporations. There is 
even a tendency, these witnesses assert, for single corporations to get control of 
different classes of utilities in tiie same city, while in other cases a single corpo¬ 
ration controls plants of the same class in many different cities. It is argued that 
under these circumstances there must either lie thoroughly effective regulation of 
I lie private corporations operating these utilities, or public ownership. 

In support of these assertions these witnesses maintain that tiie capitalisation 
and charges of private corporations furnishing these services are usually excessive; 
that there is little or no connection between the capitalization and the actual 
cost of constructing plants, capitalization being based upon the power to earn 
dividends at excessive charges. It is pointed out that tiie statistics show that 
tiie capitalization of street railways in Massachusetts, where careful restrictions exist 
io prevent the watering of stock, is from one-half to two-thirds less than in the other 
States of the Union. On this subject, however, Mr. Foote says that there are very 
great differences in the costs of construction in different places, so that comparisons 
are apt to be somewhat misleading. Professor Bemis declares also that a capital¬ 
ization of $1! or $4 per 1,000 feet of annual product of gas is considered ample to 
cover the real value of plants, but that the average capitalization of gas companies 
in large cities in the United States is about $9 per 1,000 feet. 

As regards prices, it is asserted that the statistics of the United States Department 
of Labor show that the average operating coat of manufacturing gas is only 48 cents 
per 1,000 feet, while if taxes, depreciation, and interest be added, on the basis of 
legitimate capitalization, the cost will be brought up to 88 cents, whereas the average 
price charged by the large gas companies is $1.14. Witnesses also maintain that the 
cost of electric lighting by municipal plants is much lower in most instances than 
the charges made by privately owned plants. Statistical comparisons covering the 
municipal plants in Chicago, Detroit, and Allegheny and other cities are submitted 
to prove this statement. An elaborate comparison between municipal and private 
plants in Massachusetts is made by Mr. Adams. He declares that, if the municipal 
plants be credited for electric light furnished for public purposes at the average 
rates paid for public lighting to private companies in Massachusetts towns of corre¬ 
sponding population, it will be found that the municipal plants make earnings, after 
providing for depreciation and all operating expenses, equal to 12.7 per cent of the 
actual investment. In all the cities of the State (with a few minor exceptions) hav¬ 
ing private plants, the earnings amount to only 10.2 per cent of the capitalization, 
and this witness believes that, because of the regulations of the Massachusetts laws, 
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the capitalization of these plants represents actual investment. Private plants in cities 
of smaller population, more nearly corresponding to those having municipal plants, 
show a still smaller proportion of earnings to capitalization. Mr. Adams believes 
that these statistics indicate greater efficiency in the operation of municipal plants 
than of private plants. He also shows that the actual cost of arc and incandescent 
lights per lamp hour in public plants is very much lower in most instances than the 
charges of private plants in cities of the same size. These figures are based on a 
careful calculation of interest and depreciation. 

It is also stated there has been a very rapid development in municipal ownership 
and that it has proved highly satisfactory, charges being reduced greatly and the 
operation being in many cases thoroughly economical. 

Mr. Foote criticises all such comparisons as those above set forth, on the ground 
that the accounts of corporations and municipalities are kept in such varying fash¬ 
ions as to make the results very uncertain. He asserts that municipal plants fre¬ 
quently fail to take proper account of depreciation and other expenses, and that no 
allowance is made for the taxes which must be paid by private plants. 

It is pointed out by witnesses that municipal ownership of public utilities has 
advanced much further in Great Britain than in the United States. They assert 
that the results in that country have been usually very satisfactory; that there is 
almost entire freedom from corruption and extravagance in the operation of munici¬ 
pal plants; that the conditions of labor have been improved, and that the charges 
have been reduced. The fact that monopolies can borrow at lower rates of interest 
than private corporations enables them to introduce improvements even more rap¬ 
idly than private corporations. The low fares on the street railways of Glasgow are 
especially referred to as illustrating the advantages of municipal ownership. 

Mr. Foote declares that the one object to be gained in the management of public 
utilities is the greatest benefit to the people. He would favor public operation pre¬ 
cisely to the extent that it can be shown that it is more economical to consumers 
than operation by private corporations.. He does not, however, believe that it is 
possible to obtain the same loyal and energetic effort on the part of public officers 
and employees as is displayed by the officers and employees of private corporations. 
He holds in general that the motive of private profit makes a corporation more 
efficient in its management than a public body, and that, if a proper system of regu¬ 
lation based on thorough publicity of accounts of private corporations should be 
introduced, the interests of the public could be properly safeguarded, allowing the 
corporation a reasonable profit on its actual investment. Before public operation is 
undertaken on a large scale, in the opinion of this witness, a system of uniform and 
public accounting, both on the part of private corporations and of municipalities, 
should be introduced, on the basis of which accurate comparisons as to costs of con¬ 
struction and operation will be possible. If then it shall become manifest that 
private corporations can not be effectively regulated and that public operation will, 
therefore, be more economical, this witness would favor municipal ownership. 

Mr. Foote, for other reasons as well, lays great stress on the desirability of uniform 
accounting and of supervision and examination of accounts by public authorities, both 
in the case of private corporations engaged in quasi-public service and in the case of 
all of the grades of public administration itself. Such a system, he declares, would 
prevent many frauds and abuses and would permit of accurate comparison between 
the results accomplished by different institutions. This witness holds, and the others 
testifying on the subject agree, that the essentially public nature of such enterprises 
as street railways, electric, gas, and water plants gives to the people the right to 
demand the most thorough publicity from private corporations controlling them. 
The experience of Wyoming, which has established a State examiner with power to 
inspect the accounts of all public bodies and institutions of Massachusetts in regula¬ 
ting gas, electric, and street-railway corporations by means of commissions which 
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require uniform reports and which have a considerable degree of authority over the 
issue of securities and over the charges, 1 as well as that of England, are referred to 
as showing the advantages of this system. 

Professor Bemis, in particular, thinks that the steps toward municipal operation 
should be taken gradually and with caution. The desirability of bettering the polit¬ 
ical conditions in cities, and the necessity of great improvements in the civil service, 
are emphasized. Two or three witnesses are inclined to hold, however, that the 
greater responsibility placed uponmunicipal governments will in itself tend to improve 
them. They assert that at present no little corruption in city government results 
from the interference of private corporations seeking franchises or privileges, while, 
on the other hand, politicians often exercise a demoralizing influence in the appoint¬ 
ment of employees of private corporations performing these services, and otherwise 
interfere witli their successful and economical operation. Were these public utilities 
operated by the municipality, continues the argument, the citizens would feel the 
greater importance to their own welfare of good government, and would insist on 
improvements in political methods, and particularly in the civil servico. 

Street-railway development. —Hon. Charles Francis Adams, of Boston, who was 
recently chairman of a commission in Massachusetts of street-railway systems, 
expresses the belief that the introduction of electricity has so greatly changed the 
nature of street-railway traffic as to demand entirely different legislation and meth¬ 
ods of granting franchises, and different methods of operating railroads from those 
which have existed in the past. Electric roads will more and more operate between 
different cities and through rural districts; they will use larger and faster care and 
must therefore be usually built on private rights of way and not on the highwayaas 
at present; they will tend more and more also to carry freight traffic. Franchises 
mast therefore lie granted by State authorities in many instances. The witness 
thinks that probably indefinite franchises, subject to revocation at any time by 
proper authorities, will produce less friction than those which expire at definite 
times. He also states that European street railways are far behind those of the 
United States, and that whatever progress they make is in the way of copying Ameri¬ 
can methods. He attributes this in part to the undue restriction upon the private 
companies imposed by municipal authorities. 1 

RAILWAY LABOR. 

The subject of railway labor is discussed almost exclusively, so far as the present 
volume is concerned, by Mr. Fuller, 1 the legislative representative of the brotherhoods 
of railway employees. For statements of railway officers as to labor conditions ref¬ 
erence should be made to Volume IV of the Reports of the Industrial Commission 
(Transportation). 

CondUwm of erdmng employment — BlucklUting.— Mr. Fuller states that some of the 
rules of the railways as to the terms of entering employment are very unjust. In 
some cases, despite legislation prohibiting it, the railways discriminate against labor 
organizations. They frequently require severe physical examinations, and reject 
applicants for minor defects often caused by injuries received in faithful service. 
The witness especially complains that the practice of blacklisting still exists, although 
perhaps slightly reduced in extent by legislation. After the great strikes of 1894 
many employees were blacklisted. At present, according to this witness, it is the 
practice of the railroads, before engaging a man, to write to his former employers as 
to his record, giving him in the meantime, perhaps, a probationary employment. 
Railway officers, he asserts, often pursue their former employees vindictively purely 
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on personal grounds. Mr. Fuller thinks that legislation should be enacted prohibit¬ 
ing railroad companies from furnishing any record of an employee to another com¬ 
pany, whether by private letter or otherwise. 

Mr. Fuller also believes that railroad officers often treat their employees unjustly 
in the matter of discipline and discharge, and that legislation should provide that 
employees be permitted to see and hear evidence against them, and that specific 
reasons in writing should be given for their discharge. 1 

Relations of employers and employees. ' 1 —Mr. Fuller states that the more skilled rail¬ 
way employees are organized in strong brotherhoods, some of which include nearly 
all of the employees on many railroads. By means of these brotherhoods much 
better conditions of labor have boon obtained. The less strongly organized employees, 
like the telegraphers, have lower wages and worse conditions. Railroad com¬ 
panies usually deal with the officers of the brotherhoods regarding wages and other 
conditions of labor, and often enter into joint written agreements. These organiza¬ 
tions have tended to reduce the number of strikes and to make their conduct more 
peaceful. The witness thinks that the judiciary has often been unjust in the treat¬ 
ment of railway employees in connection with strikes, and that unfair advantage is 
taken by the railroads of the fact that they transport the mails. 

Mr. Fitzpatrick, 5 of the Brotherhood of Railroad Trainmen, testified before the 
commission in April, 1900, regarding alleged discriminations on the part of the 
Reading Railroad Company against organized lal>or. He stated that this company 
had always been opposed to the railroad brotherhoods and had refused to deal with 
their officers. The employees of the rail toad have not generally been organized, 
though a few have secretly belonged to the Brotherhood of Railroad Trainmen. 
Shortly before the witness’s testimony, he declares, a number of these members were 
discharged by the railroad, and also a number of men who were about to form a new 
lodge at Shamokin. The officers of the Reading Railroad refused to discuss with 
the men the reason for their discharge. They also stated to the Industrial Commis¬ 
sion that they had no affidavits to present, on this subject. 

Employers ’ liability. —Mr. Fuller asserts that the common-law doctrine regarding 
employers’ liability, as interpreted by the American courts, is particularly unjust 
to railway employees, in a few States legislation has been enacted which extends 
the liability of railroads somewhat, particularly providing that certain classes of 
employees shall not be considered fellow-servants in the determination of liability. 
The witness believes that these laws do not go far enough. The common-law doctrine, 
which exempted the employer from liability for injuries caused by the acts of fellow- 
servants, has, in the opinion of Mr. Fuller, become absolutely unjust under present 
conditions where the employee knows nothing of the character of the hundreds and 
often thousands of fellow-employees, many of whom, especially on railways, are 
engaged in entirely different branches of the service from himself. The witness 
cites numerous decisions of the courts, particularly in Pennsylvania, holding various 
classes of employees to be fellow-servants rather than vice-principals of the employer. 
He believes that there should be no discrimination between passengers and employees 
as regards the liability of railroads for injuries. The laws and court decisions in 
different States are exceedingly conflicting and unintelligible, and Mr. Fuller holds, 
therefore, that Congress should enact legislation greatly extending the liability 
of interstate railways for injuries. 8 

Railway relkf associations.—Mr. Fuller makes an elalwrate attack upon the system 
of relief departments maintained by several railroads, notably the Pennsylvania, 
Baltimore and Ohio, Reading, and the Plant System. These departments are sup¬ 
ported in whole or in large part by the payments of employees, deducted from their 
salaries by the companies. They pay benefits in case of injury or death from accident. 
The witness asserts that while membership in these; organizations is claimed by rail- 
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for employment on two of the ratireiids, submittri in evidence by the 
witaees, make membership in the relief department a condition of entering employ¬ 
ment, while replies horn numerous lodges of railway employees on these railroads 
assert that those who were in service at the time the system was started were put 
under pressure to become members. Similar replies irom organizations on the rail¬ 
roads, which do not absolutely require membership in the relief department as a 
condition of employment, assert that the applicant is virtually given to understand 
by the oral remarks of officers that he must join the department The secretary of 
the Chamber of Commerce of Pittsburg, however, asserts that membership in the 
relief department on the Pennsylvania lines is entirely voluntary. 1 

Mr. Fuller especially complains that it is unjust for the railroads to require, as they 
invariably do, that the employee who accepts compensation for injury from the relief 
department must sign a contract to exempt the railroad company from all other legal 
liability for damages on account of injuries. He asserts that the one motive of the 
railroad company in establishing these departments is to save money by freeing them¬ 
selves from damage suits. The employees, he says, pay at least five-sixths of the 
cost of insurance, and sometimes all of it, and it is unjust, therefore, that they should 
be required to release the railroad company from financial liability. In support of 
his statement regarding the cost of insurance in these departments the witness com¬ 
pares in detail the rates charged bythe Plant System for insurance in its relief departs 
ment with those charged by an old line accident insurance company and those of the 
Brotherhood of Locomotive Engineers. These comparisons tend to show that the 
Plant System charges much more for equal benefits than either of the organizations 
compared. 

Mr. Fuller further asserts that the system of relief departments is strongly opposed 
by railroad employees, and particularly by the organized brotherhoods. The 
employees feel that the system is not only unjust in the particulars already men¬ 
tioned, but that it tends to prevent membership in the brotherhoods, since the 
employees can not afford to carry two policies of insurance, while some of the brother¬ 
hoods require that members shall take insurance. Moreover, it is asserted that the 
employee who has contributed to a relief department, and who will lose the benefit 
of insurance if he leaves employment, is more dependent upon the railroad company 
and less able to push demands for better conditions. 

In support of his argument on this subject the witness submits many resolutions 
from railroad organizations and extracts from their journals, together with a tabula¬ 
tion of replies from the local lodges of the Brotherhood of Railroad Trainmen along 
the Baltimore and Ohio and Pennsylvania railroads, to a schedule of inquiries cover¬ 
ing many of the above points.* 

CONDITIONS OF LABOR IN WATER TRANSPORTATION. 

Ocean and coastwise traiuportaiion.’—In the preceding volume on transportation 
(vol. iv, pp. 688 f f) the testimony of the representatives of the ocean sailore’ organi¬ 
zation, the International Seamen’s Onion, is given. In the present volume a small 
amount of testimony is given by another officer of the same organization, Mr. Penje, 
while representatives of the two leading coastwise steamship companies—Mr. Hayne, 
of the Merchants and Miners’ Transportation Company, and Mr. GuillaudeU, of the 
Old Dominion Steamship Company—testify particularly with reference to condi¬ 
tions of labor in their employment. These two witnesses assert that the conditions 
in.the coastwise trade are generally more satisfactory than in the transoceanic traffic, 
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Midi that meet oi the condition* which the Seamen’s Union desires to have required 
by legislation are already equaled or excelled by the conditions on these vessels. 
The men are employed under written contract, which is read over to them when 
they sign it, and coastwise vessels find little difficulty in securing help. The Bailors 
are engaged by the month, but may leave at any port immediately after the ship 
lands. The shipping articles contain a provision to protect the sailors against unfair 
results from too strict enforcement of contract on the part of the employer. These 
witnesses also assert that sailors have ample remedy in the courts for any violation 
of contract or abuses. 

The wages of common sailors in the coastwise trade are stated by these officers to 
be usually $25, those of firemen $40, and of coal passers $30. The representative of 
the Seamen's Union also says that wages are about $25 for seamen as compared with 
$20 in England. Under the law of the United States, only American citizens may be 
employed as officers, but it is stated that the lower grades of employees on vessels are 
usually foreigners, especially Scandinavians, and that the sea life has less attractions 
for Americans than formerly. 

One witness suggests the desirability of amending the laws of the United States as 
regards larceny committed on vessels. 1 

The representatives of these coastwise lines state that the work of loading and 
unloading the vessels is done wholly by stevedores and not by men employed on the 
vessel. In the South most of the stevedores are negroes. Wages in Norfolk and 
other more Southern ports are about 15 cents per hour, and in Boston and most 
Northern ports 20 cents per hour, although in New York the Old Dominion Com¬ 
pany pays 25 cents per hour. 

Labor an vessels on the Great Lakes. —Mr. Penje, the secretary of the Lake Seamen's 
Union, 1 asserts that the members of that organization, about 3,000 in number, are 
chiefly employed on schoonere, the organization having little control over the 
employees on steamers on the (ireat lakes. On the schooners the members are 
mostly all officers and skilled seamen.' According to this witness most of the work 
on these vessels, and even on steamers, is done by deck hands, who are far from being 
skilled laborers, and who are more and more replacing the old skilled seamen. The 
conditions of labor on the lakes are so bad that competent men have sought other 
occupations. The deck hands are largely men who can find no other employment, 
and who remain on the vessels only as long as they are forced to, often quitting at 
the first port they touch. This witness asserts, further, that the wages of seamen 
under this competition of deck hands have declined. Ten years ago they sometimes 
reached $4.50 per day toward the end of the navigation season, but in 1900 they 
began at $1.50 and ended at $2.75 per day, the average income for the season being 
about only $300. The wages of deck hands have increased from about $16 to $20 per 
month. The hours of labor are stated to be excessive, both for seamen and deck 
hands. It is said that men often have to work 24 hours at miscellaneous labor and 
afterwards 6 hours at the wheel. 

Mr. Penje complains, further, that the quarters of sailors and deck hands are too 
crowded, especially on the older vessels, and that in practically all cases they are so 
dirty and ill kept as to be entirely unfit for human occupation. The food is also said 
to be very poor. The contracts call ordinarily for a cost of 7 cents per meal, and the 
supply is insufficient if the vessel is detained beyond schedule time. This witness 
also asserts that both sailing and steam vessels on the lakes are very generally insuf¬ 
ficiently manned, and that sm&ller vessels are recklessly overloaded, these practices 
resulting in great danger to employees and to passengers when they are carried. 

Jjmfshare work on the Great Lakes .'—The conditions of labor on the docks of the 
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Great Lakes seem to be very much more satisfactory than thoae on VMtots. Mr. 
Barter, the secretary of the International Longshoremen's Association, which has 
its strength chiefly along the Great Lakes, declares that there has been a very 
great improvement in the condition of longshoremen there during the past few 
years, and attributes it almost wholly to the development of that organisation. The 
association has about 20,000 or 25,000 members on the lakes, while there probably 
are not more than about 1,500 nonunion men engaged in longshore work. This 
witness thinks that wages have risen 50 per cent since the organization was 
formed—in 1892. It has won the respect of the dock managers, and is more and 
more replacing the old system of contract work in loading and unloading vessels by 
a system under which the local unions undertake to do the work cooperatively. 
Under the old system the bore stevedore or contractor was often a saloon keeper, 
who expected the men to spend much of their wages on liquor. Wages were 
extremely low, and there were many serious abuses. At present the International 
Longshoremen’s Association has an annual agreement with the managers of the ore 
and coal docks on Lake Erie, providing for uniform rates of wages and conditions of 
labor for the loading and unloading of vessels directly by the union. This agree¬ 
ment also provides for the arbitration of disputes. 

The wages of longshoremen are stated to range from 30 to 60 cents per hour, the 
work of course being confined chiefly though not wholly to the navigation season. 
Under the agreements with dock managers the hours of labor are usually limited 
to 12. The secretary of the Longshoremen’s Association maintains that the charac¬ 
ter of the men has greatly improved under the influence of the organization. 
Formerly there was a great deal of drunkenness, and physical contests between gangs 
under different boss stevedores were frequent. The union now has strict rules against 
the use of intoxicants during work, and the men enforce these rules vigorously; while 
the recognition of the union and its scale of wages has done away with the broils 
which formerly occurred. 

MISCELLANEOUS EVIDENCE. 

A considerable amount of evidence regarding other than transportation matters is 
submitted by various witnesses in this volume. For a summary of their evidence 
regarding most of these minor topics, reference should be made to the digest, pages 
cclxxix-cclxxxvii. A few of the more important subjects may be briefly discussed 
here. 

Capitalization and promotion of corporations.— Mr. Greene, of the Audit Company of 
New York; Mr. Bice, a promoter of corporations, and one or two other witnesses 
discuss this subject somewhat fully. 1 Mr. Greene asserts that earning power is in 
general a proper basis for capitalization, and that there is a “good will” in connec¬ 
tion with every prosperous business which makes it worth more than the mere tan¬ 
gible value of the plant and property. Tangible value may properly be represented 
by bonds or preferred stock, and the remaining certain or possible earning capacity 
by common stock. At the same time this witness thinks that it is a mistake for a 
corporation, because of unusually high earning capacity, to water its stock. It 
would be more desirable that it should simply increase dividends. Mr. Bice 
thinks that the amount of capitalization of a corporation, so long as it is in stocks, is 
unimportant, since the market will discover its real value. Overcapitalization in 
bonds, however, leads to bankruptcies. 

These witnesses also discuss the subject of publicity in regard to the organization 
and promotion of corporations. They think that some legal regulation would be 
perhaps desirable, but assert that business men themselves are taking more and more 
pains to protect themselves in their investments in corporations. These witnesses 
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scaTOely thick it necessary that the reports of corporations at their inauguration 
should show separately the costs of promotion, which must necessarily vary greatly 
tMoiding to the conditions. 

, Mr. Bice refers especially to the exploitation of patents, with which he has been 
intimately connected. He says the capitalization of a company based on an unde¬ 
veloped patent must necessarily be fixed solely on the basis of the anticipated profits. 
The preferred stock should be issued to obtain cash for actual development, and the 
common stock should represent the estimated value of the patent as such. The wit¬ 
ness thinks that the granting of patent monopolies is a great benefit to the public. 
He alludes especially to the experiences of the Consolidated Bubber Tire Company 
regarding patents. 

Publicity of corporations and protection of stockholders .—The witnesses 1 just referred 
to discuss also the desirability of requiring greater publicity of the affairs of large 
corporations generally. They are all inclined to agree that some added legal 
requirements as regards publicity, both at the time of the establishment of corpora¬ 
tions and from year to year thereafter, would be desirable, although they do not 
favor making public too much information, especially regarding corporations engaged 
in competitive business. Mr. Greene, in particular, thinks that in many cases the 
best way to protect the public would be by requiring the examination of corporations 
by expert auditoft, who should make only the general results of their examinations 
public. This witness also discusses in some detail the precise nature of the informa¬ 
tion which might properly be set forth in public reports. 

Mr. Greene and Mr. Woodlock (of the Wall Street Journal) likewise discuss the 
rights of stockholders in corporations. 1 They assert that in general the rights of 
stockholders, even those of minority stockholders, are relatively well protected by 
existing laws and court decisions. They see no reason why a bona fide stockholder 
should not at all times be permitted to see lists of all the stockholders; but they 
assert that stockholders should not have the right to demand access to all of the 
financial accounts of corporations, because this would give competitors and enemies 
of corporations the opportunity, by buying and becoming holders of a small amount 
of stock, to get information regarding their affairs. 

Export prices.— Mr. Greene and Mr. Howes (of the Boston Chamber of Commerce) 
think that the practice of American manufacturers in selling goods abroad at lower 
prices than at home, in order to get rid of a surplus, is entirely justifiable, and that 
the same practice is followed by manufacturers in all countries.* 

Reciprocity with Canada.—Mi. Howes 4 presents a somewhat extended argument in 
favor of a reciprocity treaty with Canada. He declares that Canada is even now the 
very best customer for the products of the United States, and that the two countries 
are naturally almost an economic unit. ’He maintains, however, that because of the 
existence of tariff barriers against the sending of Canadian goods into the United 
States, Canada not only retaliates with other protective duties, but is in general dis- 
• posed to carry on trade with England and other countries as much as possible in 
preference to the United States, and that a greatly increased trade with this country 
would result from a reciprocal reduction of duties. Mr. Howes thinks that free 
entrance of coal from Nova Scotia and British Columbia would be of great benefit to 
New England and the Pacific coast States, while our Middle States could export large 
amounts of coal to Canada. The lumber interests are those which are the most 
strongly opposed to letting down the tariff barriers, but this witness thinks that it 
would be a great advantage to New England especially If she could get free lumber 
from Canada. 

Grain elevators and inspection .—The subject of grain elevators and the alleged 

>Greene, pp.492, 479-492; Woodlock, p. 466; Elec, p. 736. 3 Greene, pp. 4S4, 487,494; Howea, p. 716. 

•Greene, pp. 477,478; Wood luck, pp. 466,467. •Pages 713-718. 
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monopoly in some of the Western States was discussed with considerable fullness in 
the first report of this commission on transportation. (See Vol. IV, pp. 77-88 of 
Digest.) 

In the present volume Mr. Teisberg, of the Minnesota Railroad and Warehouse 
Commission, enters somewhat into the subject He does not think that there is 
anything in the nature of a combination of elevators in Minnesota, or an agreement 
to fix the prices of grain. He says that by virtue of the law of that State, giving 
any person the right to take land on a railroad right-of-way by condemnation for 
the purpose of building an elevator, many independent elevators have been estab¬ 
lished, and that moreover farmers can often load their grain directly into the cars. 
This witness also discusses the system of grain inspection under the Minnesota law, 
as well as the practice of mixing different grades of grain. 1 

■ Pl«es 367-371, 872. 
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TOPICAL DIGEST OF EVIDENCE. 


I. BAIL WAT FINANCES GENERALLY. 

(See also Inspection of accounts , p. clxx.) 

A. Capitalization of railroads (see also Capitalization of corporations , p. 
cclxxii). —1. A re American railways overcapitalized ?—Professor Ripley says that in 
some roads the capitalization is greatly swollen and in some roads it does not rep¬ 
resent more than actual investment. In some roads capitalization covers not only tne 
first cost, but all improvements in the road. In others it does not. The old Chicago 
and Alton, for instance, was so conservatively financed that the capitalization rep¬ 
resented only 60 per cent of the value of the property. The relation between tne 
capitalization of a road and the value of its property should lie at the basis of the 
determination of what rates are reasonable. A roan is not always entitled to earn a 
living interest in dividends upon its capitalization, because a part of that capitaliza¬ 
tion may be fictitious. (291, 292, 306.) 

Professor Ripley says that while the selling of bonds at a low figure to persons who 
carry through a deal and the reselling of these bonds at a high figure is not techni¬ 
cally stock watering, yet it has the same effect. He cites the case of the Chicago 
and Alton. Its volume of securities was increased from about $42,000,000 to some¬ 
thing like $120,000,000, a large part of the increase going in profits to the persons 
who had the deal in charge. (304.) 

Professor Parsons asserts that the tendency of the great railway corporations is to 
build up capitalization all the time, adding together the cost of the original plant 
and the cost of all improvements, reconstructions, etc., until, even with honest book¬ 
keeping and without any stock watering, the capitalization comes to be 2 or 3 times 
the worth of the plant, and the face value of the stock and bonds of these corpora¬ 
tions is very much more than the cost of the plant or what it could be duplicated for. 
In all the corporations there is more or less watered stock. 

The system of watering railway stocks originated with Vanderbilt when he con¬ 
solidated the various railway properties now constituting the New York Central 
system and increased the capitalization from $.54,000,000, which was a little more 
than the actual cost of the roads, up to $103,000,000. 

The total capitalization of the railways of the country is a little over $60,000 a mile, 
while the cost of reproduction would be under $30,000 a mile. The cost of repro¬ 
duction of a plant is a fair test of what it should be capitalized at. There is a total 
difference of policy under governmental ownership, where there is no water or 
inflation, but exactly the opposite policy of reducing the capitalization from year to 
year. One of the reasons given by the Swiss Federal Council for going over to public 
ownership was that they were surrounded by countries that were aiming to reduce 
rates to tne least possible figures, and that the Swiss roads would pile up tne capitali¬ 
zation so high that they would not be able to compete. (154-156.) 

Mr. Teisberg, secretary of the State railroad and warehouse commission of Minne¬ 
sota, states that a district court in his State found that the cost of reproducing the 
Great Northern road, some 1,385 miles, in Minnesota would be an average of $32,000 
per mile. About one-third of this amount was the cost of the terminals. The supreme 
court found this to be exorbitant. (365.) 

Mr. Schiff, of Kuhn, Loeb & Co., bankers, does not believe there is such a thing 
as excessive capitalization. The market value of the stocks and bonds of one trans¬ 
portation company adapts itself to that of another company which may have an 
entirely different capitalization. The market value of competing lines adapts itself 
to a relative level, whatever the capitalization. In the case of the acquisition of the 
securities of one road by another there is not necessarily any danger that the pur¬ 
chase may be made at a high figure, which may afterwards be carried in the capi¬ 
talization of the two roads. That would depend upon the good judgment of the rail¬ 
road managers. During the past year or two acquisitions of this sort have been made 



oo much lower figures than now exist The worth of a stock la its earning power. 
Every other value given is speculative. If a road overissues stock on presumptive 
earnings or extensions or by vote of the board of directors the water 'in the issue is 
nearly always practically eliminated by the rating which the market puts on the stock 
itself. Very few companies or boards of directors can increase their capital stock 
without a vote of the stockholders, and any unjust increase would necessarily be 
done by the owners of the property themselves. Every intelligent shareholder now¬ 
adays acts independently, and if any thing is proposed by the larger shareholders that 
is not approved by the smaller ones they make themselves very readily and very for¬ 
cibly heard. 

As a general proposition it would be impossible to say offhand whether it would be 
a proper proceeding for two roads, each of which had a fair capitalization, to com¬ 
bine and double the total capitalization of the two roads in the new line. (772-778.) 

Mr. Thomas, president of tne Erie Railroad, asserts that the capitalization of Amer¬ 
ican railroads is low as compared with that of English roads. Some of the English 
roads have a capital of $350,000 per mile. There is a cry against the Erie Railroad 
because it has a bonded debt of $70,000 per mile, but the property could not be repro¬ 
duced for the amount of that debt with a very large sum in addition. The witness 
doubts much the correctness of estimates as to the cost of building railroads, while 
the value of terminals is a very important factor. Besides its bonds, the Erie Rail¬ 
road, according to Mr. Thomas, has $43,000,000 of first preferred stock, $16,000,000 of 
second preferred stock, and $100,000,000 of common stock. The Erie has been 
through several bankruptcies, which have reduced the rates of interest and fixed 
charges. The witness does not assert that the stock has been reduced by reorgani¬ 
zations, but says that the amount of stock makes no difference if no dividends are 
paid upon it. 

Mr. Thomas does not think either that heavy capitalization of a railroad tends to 
Increase the speculation in its securities. The contrary is probably the case. 
(851,559.) 

Mr. Woodcock, railroad editor of the Wall Street Journal, does not believe that 
American railroads generally are overcapitalized. The stocks and bonds of Ameri¬ 
can railroads combined average only $61,000 per mile of road. This is an increase 
of about $8,000 above the figure 15 years ago. In some instances, however, 
recent reorganizations of railroads have increased securities unduly. This was the 
case, for example, with the Richmond Terminal, the Erie, the Reading, anil the 
Chicago and Alton. Various junior securities have been issued which could not he 
expected to get any dividends. Thus Mr. J. P. Morgan, in most of his reorganiza¬ 
tions, estimated the minimum earning capacity and based the fixed charges, going to 
bonds and preferred stocks, on that, but as regards securities dependent upon future 
prospects people could pretty much help themselves. (456.) 

Mr. Woodlock says that the capitalization of British railroads is between $220,000 
and $240,000, permile,ascomparedwith$61,000permileforAmericanroads. When 
British roads were being built, from 1840 to 1850, land was worth a great deal more 
than it is here, and more than it is worth in England now. Moreover, the English 
roads have capitalized every amount, however small, which has gone into improving 
thelines. Mr. Woodlockseemstoimplythatthepolicywasintentionallytomcrease 
capitalization as much as possible. The best English roads pay from 5 to 7J per 
cent dividends on this high capitalization. (461.) 

2. JVoper turns of capitalization (see also under Taxation, p. clxxxix) .— Mr. Taicott, 
assistant to the president of the Seaboard Air Line, says that the question of the 
proper basiB for capitalizing a railroad is the hardest problem that was ever pro¬ 
pounded to him. He does not see how the physical value of the property can prop¬ 
erly be disregarded, and yet the public and the financiers appreciate a property only 
for what it will earn. The value of a property and the value of a franchise are two 
different things; but Mr. Talcott thinks, apparently, that both should be considered 
in fixing a value or in fixing a capitalization. (635.) 

Mr. Woodlock does not believe that overcapitalization has any eflect on earnings 
or rates. Earning capacity is the final test of capitalization itself. All other influ¬ 
ences tend to favor overcapitalization, but earning capacity tends to keep it down. 
Bates of transportation are governed by conditions into which capitalization does not 
enter at all. 

Mr. Woodlock does not agree with the position of the Interstate Commerce Com¬ 
mission that in estimating a reasonable rate the original cost of the road shonld be 
considered. It is fairer to consider as a basis the cost of duplication, including not 
merely the physical plant, but the terminals, the acquisition of business, and every¬ 
thing which makes an operating railroad. The cost of duplication is a very different 
tiling from the original oost Railroads have naturally become very valuable because 


of the growth of population, which in many oaaee haa been the result of the wreeence 
of the railroad* and which has increased especially the value of land for right of way 
and for terminals. Moreover, large amounts of money have been diverted from earn¬ 
ings for the improvement of the railroads, and often no account has been made of 
this fact in the capital investment. 

Mr. Woodlock believes, in fact, that the existing capitalization of railroads in general 
represents no more than the actual cost of the roads. The cost of a road includes 
many matters not strictly of construction^ For example, there is the discount on 
bonds in many cases, which must be considered a part of the cost. It is true that 
sometimes contracts for construction are given to construction companies, often com¬ 
posed of officers of the road, at very high figures. But after the whole road is laid it 
is not finished. Money must be spent on it for years. 

Mr. Woodlock concludes with the statement that the capitalization of the railroads 
as compared with modern industrial combinations is, in general, exceedingly con¬ 
servative. In some instances railroads have been capitalized at an absurdly low rate. 
(466-458.) 

3. Slock dividends.—Mr. Schot testified that as a general proposition he does not 
believe stock dividends are advisable, but there may be exceptions if the stock 
dividend represents cash value or earnings actually retained in the course of years 
from the shareholders. He says: 

“ For instance, if I own to-day a line of road from New York to Albany, and want 
to build a branch, say, from Albany to Saratoga, and if, instead of issuing new cap¬ 
ital, I take my earnings, or the earnings of the shareholders of the company, to build 
that new road with, I should be justified, after that road is completed, in returning 
to the shareholders their money which has been used for new capital in the form of 
new shares.” (774.) 

4. Depreciation in value of property .—Professor Ripley says that, in computing the 
value of the tangible property of railroads in Michigan, consideration is taken of 
depreciation in value over first cost. In addition to figuring out the cost of duplica¬ 
tion, ttie worth of the road for scrap is also estimated. For instance, the cost of the 
steel rails used by the railroads is estimated, how much those rails are worth as scrap, 
and how long is their normal life. If thenormal life of the rail would be twenty-five 
years, the assumption is made that one twenty-fifth of the difference between the cost 
of the rails and tne scrap disappears in each year. Then if the road has been built for 
three years, three twenty-fifths of this difference in value should rightly be deducted 
in order to determine how much the road is worth at the present time. (306.) 

6. Betterments of railroads—Ur. Talcott, assistant to the president of the Seaboard 
Air Line, says that the cost of additional facilities for handling business is charged 
by some Southern roads to operating expenses, generally with a note that theamount 
has gone for betterment, and by other roads, if the improvement is of any magni¬ 
tude, to the construction account. New equipment is generally paid for out of earn¬ 
ings, because the usual way to buy it is on the car-trust plan, making payments 
monthly or quarterly. (636.) 

6. Capilalimtionoftlu Chicago and Alton Railroad— Mr. Woodlock speaks especially 
of the Chicago and Alton Railroad as an illustration of modem methods of railroad 
financing. For eighteen or nineteen years, until very recently, the road did not 
increase its capitalization nor extend its lines. It paid dividends of 7 or 8 per cent 
on its common stock regularly. Its net earnings were about $2,900,000 per year. 
The road had $22,000,000 of stock and $8,000,(1)0 of bonds. The interest on the 
bonds and rentals required $1,100,000 yearly, leaving $1,800,000 for dividends. Mr. 
Harriman finally bought out the road, paying $175 per share for common stock and 
$200 per share for preferred stock, the entire stock costing him more than $40,000,000. 
He knew that a first charge on the net earning capacity of $1,800,000 could be floated 
at 3} per cent interest or less. Accordingly he issued more stock and bonds, so that 
the present capitalization is $54,000,000 of bonds, partly 3 per cent and partly 3} per 
cent, and $40,000,000 of stock. Mr. Woodlock contends that the road is perfectly 
able to pay interest on the bonds and dividends on preferred stock. Mr. Harriman 
made, of course, a very considerable profit. He bought it on practically a 5 per cent 
basis. It is believed tnat the syndicate which bought up the road made a profit of 
16 or 18 per cent, but there were other profits not going directly to the syndicate. 
The railroad has meanwhile increased its length by buying up a short line, increas- 
in g the mileage from 847 miles to 900. 

Mr. Woodlock contends that the capitalization of the Chicago and Alton is scarcely 
excessive, as regards its effect on rates, for the reason that, though there is plenty of 
roerney available for profitable enterprises, no one proposes to build another road 
from Chicago to BL Louis. Another road could not make lower rates than those 
existing. There was a project to build a short line, known as the St. Louis and 
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Northern, up to Chicago. The other railroad* did not want another Chicago line; 
there wm no need for It They simply bought it up, and the Alton now ownB this 
line. Nevertheless the witness thinks that those who buy Alton common stock at 
40 are likely to get left. (468-460.) 

Mr. 8cmrr declares that the recent financing of the Chicago and Alton road by 
his firm was simply a readjustment and not a reorganization. The old organization 
had become so heavy that it was impossible to expand the possibilities of the road, 
and the stockholders decided they would readjust the finances of the company. 
His firm were large stockholders. The charges for dividends and interest in the 
new corporation ao not vary 6 per cent from the charges and dividends of the old 
corporation. He is not aware that the capitalization was increased from about 
130,000,000 to something over $100,000,000, including stock and tends. He remem¬ 
bers very clearly that under the old financing the charges for dividends and interest 
were something like $2,600,000 and under the new scheme they were only something 
like $2,700,000, notwithstanding the fact that about $10,000,000 new money had 
gone into the road. The amounts of stock and bonds were increased, but the divi¬ 
dends, which for 30 years had been 7 per cent, were reduced to 4 per cent. There 
is no more temptation to increase dividends from 4 to 6 per rent than would have 
existed before if it had increased the old dividend from 7 to 10 per cent and it would 
not necessarily excite public comment any more to do so. (775, 776.) 

7. Financing of the Kamos City, Pittsburg ami Gulf Railroad. —Mr. Woodlock 
speaks especially of the financing of this road, ft was started by Mr. Stiiwell, who 
aimed to build a line directly from Kansas City to the Gulf of Mexico, establishing 
a deep-water port on Sabine Lake, with a ship canal from the Gulf to the lake. He 
raised the money for the road mainly in Amsterdam. The terms of the mortgage 
permitted the issue of bonds at the rate of $25,000 per mile, both for main track and 
for yawl and terminal tracks. Whenever the road found itself in need of money 
it would lay five or six tracks alongside the main track, call it a yard and get $25,000 
per mile of bonds. Ninety or 100 miles of such unnecessary yard track were laid. 
These bonds were mostly sold at from 65 to 70 cents on the dollar, and an equal 
amount of common stock was thrown in as a bonus. It was obvious that the prop¬ 
erty could not bear such heavy capitalization and it finally went into bankruptcy 
and has been reorganized. (461,462.) 

8. Effect of high capitalization on price of stocks.— Mr. Woodlock points out that 
stock bearing a low interest sells at a relatively higher price than one bearing high 
interest. If a 6 per cent income is divided between a 4 per cent stock and a 2 per 
cent stock, the two can be sold for much more than a 6 per cent stock, because there 
are always “prospects.” (400.) 


B. Regulation of capitalization.— 1 Generally .—While Mr. Woodlock 
does not believe that overcapitalization is likely to have any special effect upon the 
public as regards rates, he does believe that it may injuriously affect speculators and 
investors. At the same time it would be very difficult to protect them. The in¬ 
vestor refuses to be protected; “He wants to gamble.” Mr. Woodlock seems to 
bold that it would be a good thing to have Federal legislation, effectively enforced, 
restricting capitalization of railroads closely to actual investment. The Massachu¬ 
setts legmation on this subject and the English legislation are both good and should 
be either enacted in a general way by Congress or woven into the interstate-com¬ 
merce law. (460-462.) 

Notwithstanding his statements that American railways are not usually greatly 
overcapitalized, Mr. Thomas thinks that legislation should restrict excessive issues of 
securities by railroads. This would be advantageous both to the railroads and to the 

f rablic, certainly much more advantageous than regulation of charges and other inter- 
erence. Corporations should be controlled chiefly through their financial machinery. 
The witness would approve the extension of the powers of the Interstate Commerce 
Commission in this direction. (551, 559,560.) 

2. Massachusetts law .—Professor JRifley says that the corporation laws of Massa¬ 
chusetts are so strict that no railroad in Massachusetts can issue a dollar's wortli of 
stocks or bonds, can lease another road, can build another spur of side track or do 
anything of that kind without getting the prior approval of the railroad commission. 
The result is that the roads feel that unless they accede to the recommendations of 
the railroad commissioner* in matters of rates it will happen that, when they wish to 
carry through some financial operation, the railroad commission may withhold its 
consent. The railroad commission is not empowered to determine rates, though some 
years ago, when the Housatonic Eailroad refused or neglected to comply with a recom¬ 
mendation of the commission for the reduction of rates at certain points, the commis¬ 
sion reported the facts to the general court, which was then in session, and the gen¬ 
eral court immediately authorized the railroad commission to fix rates on that road. 
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Under ordinary condition! the power possessed by the railroad commission which 
enables it to pass upon all financial operations is sufficient for making the railroads 
acquiesce in Buch suggestions as are made. Such power in the hands ot the Interstate 
Commerce Commission over interstate roads would give to it the hold over those roads 
which the Massachusetts railroad commission now has over Massachusetts roads. The 
Massachusetts corporation laws also operate to prevent stock watering and to hold 
down capitalisation. The law specifically says that no corporation shall issue stock 
except to the amount of actual investment in tangible, physical plant, and Massachu¬ 
setts corporations do not incorporate for anywhere near the aggregate amount of par 
value of stock and bonds per mile which is customary in other parts of the country. 
(292,293.) 

Mr. F. J ACK 80 N, a member of the Massachusetts State Board of Railroad Commission¬ 
ers, says that the policy of the board in respect to capitalization is one of restriction. 
Its theory is that it is right that the people who furnish the income to the stock¬ 
holders in the way of rates should pay profits only upon actual expenditure. The 
statute describes the purposes, in a general way, for which stock ana bonds may be 
issued. Then the hoard has to decide whether the particular purposes of the com¬ 
pany fairly fall within the general purposes as described by the statute. Next it 
decides the amount oi capital which is fairly required for that purpose. If a street 
railway desires to equip its road the board has a skilled expert to determine what the 
fair cost of such equipment would be; if a road is to be built, the board has an expert 
engineer examine into the cost of construction; if real estate is to be bought, the 
board determines the fair amount to be paid for the property. 

There is a statutory distinction and there are distinctions in practice between bonds 
and stock in fixing the amount of capitalization. The bondB must not he in excess of 
the capital stock, and, in practice, the board never allows bonds to be issued until the 
enterprise has reached the stage of completion. Before approving an issue of mort¬ 
gage bonds the board examines the assets and liabilities of the railway or railroad, 
determines the value of the property, and sees that it is at least equal to the amount 
ot the outstanding capital and indebtedness. In determining the value of the prop¬ 
erty the board does not take into account the value of the terminals. (843,844.) 

Mr. Jackson says also that stock and scrip dividends are prohibited by statute in 
Massachusetts. (844.) 

3. Minnesota fate.— Mr. Teisbeks, secretary of the State Railroad and Warehouse 
Commission of Minnesota, says that an act was passed in his State in 1887, requiring 
tiiat all stock issued by new railroad companies should be fully paid, and that no 
increase of stock should be made without tire consent of the Railroad and Warehouse 
Commission. Since that time the witness believes that 3 applications for permission 
to increase capita] stock have been made. All have been granted, after full hearing. 
The regulation of stock issues does not apply to the Great Northern Company, which 
holds a charter dating from 1866, nor to the Northern Pacific. It applies only to a 
few roads incorporated under the general incorporation law. (365.) 

4. Sinking funds.— Mr. Ripi,ey says that the only difficulty he sees in the proposal 
to require roads to set aside a sinking fund to liquidate their bonds is that the status 
of those sinking funds would be highly complicated if the roads went into the hands of 
a receiver before the final burden of tile securities was paid off. (306.) 

C. Bankruptcy and reorganization of railroads.—1. Effect on capitali¬ 
zation.—Mr. Greene, of the Audit Company of New York, Bays that the same causes 
which make hard times in manufacturing business make hard times for the railroads, 
so that bankruptcy and reorganizations are more or less periodical, depending on the 
fluctuations in business. ’ 

It is not always true that railroads with heavy capitalization are most subject to 
bankruptcy. It depends on the situation of the corporation and the nature of its 
business. It can not be said that the reorganizations of recent years have usually 
resulted in cutting down the aggregate volume of the securities of the railroad com¬ 
panies. They have generally reduced the bonded indebtedness, or in any case, on 
account of the lower rate of interest, reduced the fixed charges upon bonded debt. 
In not a few instances the stocks have been increased. Often preferred stocks have 
been created, sometimes in place of a part of the former bonds. It is one of the 
objects of recent railway consolidations to enable the companies to earn some interest 
on these preferred stocks, which, while they have no legal claim upon the earnings, 
have a moral claim. Nevertheless an increase of securities of this kind is a less 
serious burden upon the corporation than an increase of bonds. The bonds must be 
within a reasonable limit or bankruptcy will some time occur. 

The usual way in which reorganization is effected is by a meeting of persons who 
either own or control a large portion of the bonds. They often act in connection with 
a friendly receiver of the railroad. They study the situation to find out what the road 
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stocks. The witness does not think that these committees, while appar- 
self-constituted, are able to endanger the interests oi minority stockholders. 
■m courts are more and more inclined to protect the minority. They have felt that 
the first consideration was to preserve the public service of the railroad. For this 
reason they have tried to keep the various railroad systems together in the case of 
reorganization, instead of allowing them to become broken up into separate roads, 
with varying classes of obligations and securities. This is the policy of the courts 
during the receivership and in connection with reorganization movements. The man¬ 
agers of railroads often take pains to have receivers appointed who are not hostile to 
their interests. There may be abuses by receivers, but to the honor of the courts 
there has been little complaint on that score. It is true that in deciding, in connec¬ 
tion with reorganization, whether some lines shall be dropped or others retained, the 
interests of members of the reorganization committee in the separate lines may be a 
factor, but generally the real interests of the entire system are considered. Some 
branches are merely suckers Instead of feeders, and these are generally cut off. If 
the minority feel themselves injured by these processes, they have recourse readily 
to the courts. (487,488.) 

Professor Ripley says that most of the reorganizations which have been had, 
although intended to cut down capitalization, have had exactly the reverse effect 
While the road comes out of the reorganization with a lessening of its fixed charges, 
the aggregate par value of stock and bonds is, however, almost always greater than it 
was before. The Atchison road, which has been reorganized three times since 1889, 
has, after each reorganization, had a greater capitalization. The reason for this 
increase in capitalization seems to be that persons who are represented by all of the 
eight or ten different securities resting on a given line are not willing to accept in 
place of their securities others of a lower par value than those which they formerly 
possessed. The result is that many people are satisfied to get a large amount of 
stock in par value which does not sell for much on the exchange, rather th*n get a 
few shares of something which perhaps will sell higher. They all wish to be remem¬ 
bered in the organization by a certain amount of stock which they hope will go up 
toward par later. 

Reorganization is generally intended to wipe out the complexity which results 
from a large number of different classes of securities. In the case of the Union 
Pacific reorganization, perhaps two or a ’single class of securities applied over the 
whole line. By the reduction of the number of classes of securities, the problem of 
determining how much capitalization a road has and what the relation of its capi¬ 
talization is to its earnings is greatly simplified. In most cases reorganization has 
resulted in a considerable cutting down of fixed charges. Financiers are enabled to 
issue new classes of bonds at lower rates of interest, etc. The roads can refund 
practically for 8) per cent or even 3J per cent where formerly they had to pay on 
those fixed charges 6 or even 7 per cent. (291, 29/, 298.) 

Ur, Ripley says also that a great many ol the roads in this country are reducing 
their bond issues and substituting stock, for the reason that dividends on stock need 
not of necessity be paid in times of depression, while bond charges must be met 
regularly or else there is bankruptcy or receivership. The difficulty in such substi¬ 
tution is that it is only an exceedingly strong road that can issue stock. (304.) 

Mr. Greene, of the Audit Company of New York, says that there has been a great 
reduction in the rates of interest on the bonded debts. The general basis has been 
reduced from about 7 per cent in 1890 to 4 per cent in 1901. The bonds of the New 
York Central now bear 7 per cent, but could be refunded at 3J per cent. (486.) 

2. JSfftcl of recent reorganizations an physical character of roacle.— Mr. Rice, banker, 
believes that the financial condition of American railroads is very much better now 
than it was in 1893. Through the various reorganizations which followed the bank¬ 
ruptcies of that and the following years an enormous amount of cash has been put 
into the railroads. Thus the Southern Railroad is made up of a number, of small 
lines, which were very poorly constructed. Large assessments were levied on the 
Stockholders, and the combined road has improved greatly In physical conditions. 
The same is true of roads in other sections. While 16 years ago the English rail¬ 
roads Were superior to oura in their physical conditions, the opposite is true at 
present. (740.) 

3. Receiverships. —Mr. Rio says that he secured the introduction of a bill mto Oom- 
gtese several years ago on the subject of receiverships. It has been the practice when¬ 


ever the president of a railroad had bad luck to put it into bankruptcy and appoint 
l hire receiver, on the ground that he was most familiar with the road. The witness 
thinks that if the familiarity of the president brought on the ruin of the road it would 
be better to have some one else act as receiver. (741.) 
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Ur. Talcott, assistant to the president of the Seaboard Air Line, thinks that the 
principal cause of the receiverships, which were so numerous several years ago, waa 
that the managers in their anxiety to build up big systems bought properties and 
Mid more for them than they were worth. In the case of the Richmond Terminal, 
for instance, an exceedingly valuable stock was diluted by adding weak properties 
to it until its back was broken. This company was not actually insolvent when it 
was put into the hands of a receiver. It was not in default even on a note. Rate¬ 
cutting had nothing to do with the failure of this company, nor with that of the Nor¬ 
folk and Western, though there have been many cases of failure due to reckless 
competition. (636.) 

D. Speculation In railway and other securities.— Mr. Woodlock, 
railroad editor of the Wall Street Journal, expresses the opinion that the majority of 
transactions on the New York Stock Exchange are purchases of stocks on margin. 
By this system, if a man has $1,000 to invest, he can buy 100 shares, par value $10,000. 
He gets whatever profit there is from an advance, and is liable for the loss if the 
shares go down. 

Mr. Woodlock does not believe that speculation in stocks has any permanent effect 
on their value at all. The real earning capacity determines the prices of stocks in 
the long run. Temporary fluctuations, even of considerable amount, may take place 
without any real change in permanent value. This may be due to sympathy with 
other stocks or to the necessity which compels some large holder to sell out rapidly, 
Thus, even in the case of the Great Northern, which is on a splendid financial oasis, 
there have been fluctuations of as much as 20 points in a day. 

Mr. Woodlock asserts further that the stock exchanges nave very strict require¬ 
ments as regards stocks which are formally listed. The companies have to furnish 
much information at the outset, and make periodical reports. There are some com¬ 
panies, such as the American Sugar Refining Company, which are not willing to fur¬ 
nish the information required for listing. The stock exchange allows Borne of these, 
known as unlisted securities, to be dealt with on the floor of the exchange, but with 
the understanding that greater risk is involved. Unlisted securities are mostly 
“ industrials.” The witness believes that, if possible, legislation requiring the fur¬ 
nishing of adequate information regarding corporations should be enacted. (465, 
466.) 

Stock gambling— Professor Pabsons states that one of the evils of overcapitalization 
in private monopolies is that it creates a mania for speculation and stock gambling 
in New York and other cities, which is very detrimental to the industries of the 
country and also detrimental in its effect on young men especially. If these indus¬ 
tries were controlled by the public the opportunities for stock gambling would be 
done away with. (155,156.) 

Mr. Greene, of the Audit Company of New York, asserts that the trade on the 
New York Stock Exchange is all legitimate. No member is allowed to resort to 
bucket-shoji^practices—simply betting on the market, without actual buying and 

Wafi street and banking houses.—Mr. Schiff testifies that "Wall street” in the 
sense in which it is generally used means the stock exchange, which is something 
entirely different from the banking business. Large banking houses have only to do 
with Wall street in so far as it represents a market for Bounties. Speculation is an 
entirely different thing. The enormous rise in values which has lately taken place 
(1901) has to a great extent been the result of market speculation. “People went 
insane and went into what is popularly termed Wall street and bought on margins, 
and naturally something had to occur, as it always does, to bring down these unrea¬ 
sonably inflated prices, and it did occur.” 

American wealth and prosperity will keep prices to their natural level. Legitimate 
capital and property can never be used to build up a level of prices which is not 
justified. The American banker did not come to the aid of the speculator, but merely 
saved the legitimate owners of securities from being compelled to sacrifice them at 
any price. (776.) 

NoHheni Paet/ic Railroad comer.— Mr. Rice says that he understands that an injunc 
non was issued to compel the holders of the stock of the Northern Pacific to settle 
with the short sellers on a basis of $150 per share, on the ground that where there is 
a physical impossibility of performing the contract it can not be enforced. (742.) 

B. American aecuritlei held In Europe.— Mr. Schiff testifies that 
nobody can estimate correctly the proportion of American securities held in Europe, 
out he believes the amount is exceedingly small and the greatest protection to the 
f Prosperity of this country, the great strength t? the country, lies in the 
fact that Europe holds so few of our railroad securities. (776.) 
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F. Recent Increased earnings of railroads. (See also, in relation to 
rates, p. lxxiv).— Mr. Greene, of the Audit Company, of New York, says that there 
is a very great increase in the earnings of railroads in the last few years as compared 
with their earnings during the period of depression, and even before 1893. This 
increase is due, first, to the general prosperity of the country and the greater amount 
of trade shipped, and, second, to the improved methods of the railroads. They have 
been forced to learn how to do business tetter—for example, to increase train loads 
in a way that was thought impossible 10 years ago. The lower rates of interest on 
bonds will also leave more for the stockholders than formerly. (486.) 

Mr. Nicholson, manager of the Central Railway Clearing House, testifies that there 
has been a general increase month by month in the railway business of the country 
for the last year, 1900-1901. The maintenance of rates and the general prosperity 
of the country have brought this about. (727.) 

Mr. Ripley says that some of the roads at the present time are paying a low 
rate of dividends because they are turning a large amount of surplus earnings back 
into the property in straightening curves, putting up new stations, and developing 
terminals. (304.) 

Economy of operation.— Mr . Nicholson testifies that the railroads are attempting 
to increase the service of each car. One way in which this is done is by demurrage 
charges being applied to stations holding cars. The clearing-house system contributes 
to this end, the cars being moved quicker. (728.) 

Southern railroade—physical condition.— Mr. Talcott, assistant to the president of 
the Seaboard Air Line, says that railroads in the Southern States have greatly 
improved in recent years in every respect, as to track, weight of rails, capacity of 
engines and cars, and equipment generally. They are improving every year. (636.) 

II. CONSOLIDATION. COMMUNITY OF INTEREST. POOLING. 

A. The movement toward consolidation and community of 
Interest.— 1. Generally. —Mr. Woodlock declares that community of ownership and 
railway consolidations were the direct outcome of the restrictions upon less formal 
agreements and combinations between railroads. The movement goes back to the 
interstate-commerce law, prohibiting pooling. One by one the decisions of the courts 
have made impossible the other forms of organization which took the place of pool¬ 
ing, the trans-Missouri decision taking away the last method possible. Mr. C, P. 
Huntington seems to have been the first to develop the communitv-of-ownership 
principle. It has always teen the case that seven or eight groups of bankers were 
in a position to control 75 per cent of the railroad mileage of the country. They 
have simply come together in an informal manner. Thus the Vanderbilts and the 
Pennsylvania Railroad Company agreed as regards their respective systems to “keep 
everything quiet,” and cease excessive competition, rate cutting, discriminations, etc. 
This is at least what is supposed to have taken place. In any case the trunk-line situ¬ 
ation has become quiet, and the same is true of the soft-coal situation. In other 
cases it has seemed to the railroads necessary to secure actual control one of the other, 
as in the case of the purchase of the Southern Pacific by the Union Pacific. (462.) 

Mr. Schiff, a member of the banking firm of Kuhn, Loeb & Co., of New York 
City, testifies that his firm has had leading interests in the reorganization of the 
Union Pacific Railroad and to some extent the Baltimore and Ohio Railroad. He 
says the community-of-interest idea arose in the desire of the railroads to protect 
themselves against the demoralization and depression in the values of their proper¬ 
ties, which was brought about by antipooling legislation. The cutting of rates 
brought about by competition demoralized the railroad interests and was not bene¬ 
ficial to shippers. This competition resulted in a gradual coming together of the 
railroad interests and induced them to buy into one another’s properties—that is. the 
competing lines bought stock, directly or through large stockholders, in the other com¬ 
peting roads. This process has been going on on a large scale, and while not yet 
completed it will naturally bring about some protection to the properties and will be 
of great benefit to the laboring man and will give security to the shipper, as well as be 
beneficial to the owner of railroad property. The final result will be a “community 
of interest between railroads, shippers, and labor.” (39.) 

Nothing like general consolidation of railroad properties is intended by this pro¬ 
ceeding. There will not necessarily be an absorption by one company of another. 
The establishment of a community of interest does not necessarily involve any strug¬ 
gle for the transfer of control from one party to another. Ordinarily these processes 
have been accomplished by direct acquisitions of stocks, by the railroads or large 
owners, but not necessarily of controlling interests in the stock. The object sought 
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is not higher rates, but uniform, equal, steady rates, and when the general public 
understands the situation there will be no fear as to the result and no misapprehen¬ 
sion as to the wisdom of it. The community-of-interest idea can not be applied to 
all the railroad property in the country. All that can be expected for the present is 
to bring certain great competing systems into harmonious action. The trunk lines 
and the transcontinental lines are likely to be embraced. (770-771.) 

2. Pooling and consolidation.—Mr. Greene, of the Audit Company, of New York, 
says that people interested in railroads are rather glad that the law authorizing pool¬ 
ing did not pass, because, being prohibited from pooling, the railroads have been 
forced into consolidation with its attendant advantages. The pool keeps the meth¬ 
ods of business of the separate roads essentially unchanged. It merely sustains 
prices. Consolidation permits economies in operation. (473.) 

Mr. Woodlock declares that even if a law were passed allowing .the railroads to 
form pools they probably would not do so. The community-of-ownership method 
has t>een found the safest solution of the problem of railroad competition. None of 
the former associations were of any great value. There were disputes and rate cut¬ 
ting half the time. Now the same people happen to be directors of many of the 
railroads, and if one road makes special rates or discriminations it can be reached at 
once by men who control other roads. (463.) 

3. Control of Interstate Commerce Commission as affected by consolidation of railroads .— 
Mr. Greene, of the Audit Company, of New York, thinks that the movement toward 
the consolidation of railroads may make necessary additional control by the Inter¬ 
state Commerce Commission. It may be that the present tendency will finally lead 
to just the condition which the Interstate Commerce Commission has been seeking. 
(473.) 

Professor Adams, statistician of the Interstate Commerce Commission, says that 
probably the present tendency toward contractual consolidation is in part due to the 
inability of the roads to pool. If that is true Government control over these great 
consolidations is just as important as increased control would have been if Congress 
had legalized pools. (386.) 

4. Combination of trunk lines and transcontinental lines— Mr. Schiff says that he 
does not know of any financial interests trying to control any two of the great trans¬ 
continental lines west of the Missouri River. He says the great railway systems of 
the country are divided into two divisions—the lines to and those beyond the Mis¬ 
sissippi or Missouri River. East of that division line are the great trunk lines and 
west of it are the transcontinental lines. He does not believe that the trunk lines 
have any desire whatever to extend their lineB and thus control the transcontinental 
lines, or to construct additional lines west. There is always a limit to the freight 
business which one system can handle, and traffic questions in the different sections 
of the country are different. The heads of the trunk-line Bystems on one hand and 
the transcontinental systems on the other are very wisely desirous of keeping apart. 
Any of the transcontinental lines would prefer to have every trunk line come to it on 
equal terms and use its facilities of transportation. (772.) 

The witness has seen a statement in the paper that the remaining $60,000,000 
of bonds of the Union Pacific Road out of the $100,000,000 authorized were to be 
assumed to secure the purchase of stock in the Northern Pacific by the Union Pacific 
interests, but preferred not to make any statement with respect thereto, saying that 
it was a leading question. (776.) 

5. Railway consolidations and agreements in Colorado. —Mr, Griffith, representing 
the Denver Chamber of Commerce, says that he understands from newimaper reports 
that the Colorado Southern Railroad has acquired a half interest in the Colorado Mid- 
land,and also in the Rio Grande Western, which runs from the Colorado line to Salt 
Lake City. It is also claimed that the Missouri Pacific has acquired control of the Den¬ 
ver and Rio Grande, and a half interest in the Rio Grande Western, and that it is trying 
to get control of the Colorado Southern. There is also a report that the Union Pacific 
is trying to control the Colorado Southern. The witness does not know what the 
effect of such consolidation would be upon rates, although they would certainly 
reduce competition. (855.) 

Mr. Griffith thinks that the fact that the 5 railroads reaching Denver from the 
east have all maintained the same rates firmly would indicate tliat they must have 
some agreement for the maintenance of rates. (856.) 

6. Combmation of Union Pacific, Southern Pacific, and Central Pacific. —Mr. Woodlock 
fys that the Union Pacific Railroad Company has recently substantially bought con¬ 
trol of the Southern Pacific. It will be possible, however, for the two systems again to 
separate, and it may not be unlikely. The Union Pacific was originally designed as 
a continuous line with the Central Pacific from Ogden, and the ownership of the 
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Central Pacific by the Southern Pacific forced the Union Pacific into the combina¬ 
tion. The Southern Pacific may now sell to the Union Pacific the stocks and bonds 
of the Central Pacific, in which case the occasion for the control of the Southern 
Pacific by the Union Pacific will largely have disappeared. (482.) 

Mr. Stcbbs, third vice-president of the Southern Pacific Company, says that this 
company is a Kentucky corporation, which has authority to own and operate rail¬ 
roads and do sundry other things which railroad companies ordinarily can not do. 
It controls by ownership of a majority of all of the stocks a number of separate rail¬ 
roads which make up wnat are known as the Atlantic system and the Pacific system 
of the Southern Pacific lines. Originally the Atlantic system included all lines east 
of .El Paso, the Pacific system all west, including the lines as far as Portland, and the 
Central Pacific line from San Francisco to Ogden. The laws of Texas forbade the 
leasing of Texas roads, which necessitated the separate operation of the Texas lines, 
so that nominally the Atlantic system now lies east of the Texas State line. (757.) 

Mr. Stubbs asserts that from the first construction of the Southern Pacific and Cen¬ 
tral Pacific railroads they worked in entire harmony, being under common control, 
though not under strictly common ownership. Since about 1885 the Southern Pacific 
Company has held a lease of the Central Pacific. Quite recently there has been fur¬ 
ther combination, amounting to a merger of interests, concerning which this witness 
is not familiar. 

Mr. Stubbs denies that there has been any tendency to divert traffic from the Cen¬ 
tral Pacific to the Southern Pacific lines, because of the fact that the Southern Pacific 
owns other lines to the east, and thereby would get a longer haul than over the 
Central Pacific west of Ogden. He says that the Central Pacific connects at Ogden 
with the Union Pacific, and through this and the Rio Grande Western with the 
Burlington, Missouri Pacific, the Chicago and Northwestern, and numerous other 
railroads. All of these more eastern railroads have well-equipped soliciting agencies 
in San Francisco and Los Angeles, and solicit business going over the Central Pacific 
lines. The Southern Pacific has also a soliciting agency, which tries to get freight 
for the southern route, and this practice on its part is the only foundation for a com¬ 
plaint that there has been a discrimination against the Central Pacific which tended 
to decrease the value of the Government’s securities based on that rate. The witness 
supposes that, the Southern Pacific has the legal power to direct the route which 
freight shall take, but it has not exercised that power except in the case of oranges, 
where it was done in order to break up a system of rebates by Eastern connecting 
lines. (757, 764.) 

7. Pennsylvania and Baltimore and Ohio railroads. —Mr. Schiff testifies that he is 
very certain that the Pennsylvania Railroad does not own a controlling interest in 
the Baltimore and Ohio. He is quite certain that only the smallest percentage of 
the directors of the Baltimore and Ohio are in any way connected with the Pennsyl¬ 
vania Railroad system. Any company owning less than 50 per cent of the stock of 
another company can not be said to have a controlling interest ill the latter company. 
He does not know how the cooperation oi the Pennsylvania system with the Balti¬ 
more and Ohio has been reached. (771, 772.) 

8 . Northern Pacific stock flurry.—Mr. Schiff testified in May, 1901, that he was not 
aware that there has been any contest in respect of the Northern Pacific and Union 
Pacific stocks. There may have been some Wall street speculation. He explained 
the phenomenal rise in Northern Pacific stock on the ground that somebody had sold 
something he did not have, and could not get it when ne wanted it. He never listens 
to rumors, and knows nothing about Wall street gambling. (772.) 

9. Large and mall railroads in the Southern States.—Ur. Dunlap, who is the receiver 
of the Gainesville, Jefferson and Southern Railway, a line 85 miles long, and the 
general manager of the Tallulah Falls Railway, 20 miles long, declares his belief that 
short railroads such as these can no longer operate profitably, and that they will 
more and more tend to become absorbed in large systems. One of the two roads 
named is insolvent and the other makes no money. The large systems are at present 
(1900) all prosperous. The Georgia railroad commission fixes the same maximum 
limit of rates for the short lines in sparsely settled territory as for the trunk systems, 
and the short lines can not afford to carry on business at these low rates. Neverthe¬ 
less a Special arrangement is made by the commission in favor of the Tallulah Falls 
road because it is so short and poor. On the Gainesville road, however, the rates are 
the same as the local rates on the Southern Railway. (1,2.) 

B. Effects of consolidation and community of interest on rates 
and the public.—1. Generally.— Ur. Greens believes that consolidation of rail¬ 
roads will result In great economies, and therefore ultimately In lower rates to the 
public. Even community of interest without absolute combination effects some 
economies, though to what extent it will have that result in the future is a matter of 
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guesswork. As yet there is little absolute common ownership among railroads, such 
as we find in the case of industrial combinations. By common ownership of railroads 
it will be possible to eliminate the expensive ticket offices of competing lines in the 
cities and to reduce the number of employees and officers in various ways. In fact, 
one of the serious results will perhaps be the displacement of railroad officers. 

Mr. Greene feels confident that the reduction in expenses through consolidation will 
ultimately lead to reduction of rates. There is a constant demand for low export 
rates and special rates on the part of large industries. Such low rates are necessary 
in order that the business can be carried at all. When low rates are made for these 
special reasons, other persons observing the fact will demand lower rates and ulti¬ 
mately will succeed in getting them. Anything that will enable a railroad to do 
business more cheaply will ultimately benefit the public. All the conditions in this 
country tend to enforce lower railroad rates. Accordingly, although the reason for 
railroad combinations is selfish, the hope of profits being the main lever in this as in 
all business movements, it is a step in progress for tne entire community. Mr. 
Greene believes that the movement toward consolidation will go still further. (484, 
485, 487.) 

Mr. Thomas, of the Erie Railroad, believes that by consolidation great economies 
can lie secured, and that charges are sure to be lessened wherever economies are intro¬ 
duced. The Erie Railroad was formerly made of three separate corporations. By 
combination the expense of maintaining two sets of officers and organizations has 
been eliminated, ana the public has benefited by the saving. (559.) 

Mr. McGovkkn, of the Southern classification committee, says that there is a 
strong tendency toward the consolidation of railroads and he can not foresee what 
the final outcome will lie. He does not favor consolidation beyond a limited extent, 
but thinks there should be several large systems, with healthy competition. He 
believes there will be eventually 5 or 6 separate systems in the South, which 
may all work in harmony to the extent that the separate owners of the properties 
may agree among themselves and in a general way maintain rates. The Georgia 
Central and the Southern Railway are competing systems, and will be so until they 
are actually taken under one management and have the same traffic officials. Con¬ 
solidation without competition would be a bad thing for the roads, as well as for 
everybody else. It would not be a good thing for the railroads of the United States 
to be under one management. Competition brings about a fair relative adjustment, 
which the carriers believe is to the interest of the patrons and of the roads them¬ 
selves. Rebates and such like discriminations, however, would be very much dimin¬ 
ished by consolidation and might be wiped out entirely. (682,683.) 

Hon. Charles Francis Adams, of Boston, says that railroad consolidation is a 
thing which should be left to work out its own results in its own way, with as little 
hampering as possible. It is found that the large corporation, while its political 
power is undoubtedly great, has proportionately increased responsibility, and it is 
far easier to handle it. It gives better and more satisfactory service than a number 
of small corporations. (829.) 

Mr. McLeod, in connection with his views regarding the desirability of commu¬ 
nity of interests among the anthracite coal roads, declares his belief tnat the com¬ 
munity of interest principle in general is an advantageous one. Whatever will make 
railroad rates reasonable and stable will increase the prosperity of the country. 
Such combinations can not tax the people, not only because of competition, but because 
of public opinion. “ You can’t get any combination of capital that is big enough in 
this country to rob the people.” (571.) 

Mr. Schiff declares that the law oi competition will be preserved. Capital is 
becoming so strong and so easily obtained that the moment compensation For any 
service is demanded at a higher rate than that at which it can be produced competi¬ 
tion will set in. He doubts if any additional transcontinental lines will be built, but 
believes that if a consolidation of those lines of road should be effected it would 
result, perhaps, in bringing about the construction of another line. (777.) 

Mr. Woodlock believes that railway consolidations and community of interest 
will certainly tend to prevent disturbance of rates. Rates are already more stable 
than they have been for 30 years. The witness thinks, further, that the new com¬ 
binations will not raise rates. It will be to their interest to economize in manage- 
an d to keep rates stable rather than high. (463.) 

Mr. Langley, of the Merchants’ Association of New York, thinks that the commu- 
tatereat plan may eventually be of some benefit to New York in eliminating 
the differential which exists in favor of the Southern seaboard cities. The merchants 
of New York have never objected to a direct increase in rates. They are particularly 
interested in having each merchant or each shipper secure the same rate, so that no 
one shall have any advantage over the other. The difference in the rate of freight 
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practically has the efiect of giving one man such an advantage in business as to drive 
out a competitor who does not secure the same rate. The community of interest will 
perhaps abolish these practices of differentials and discriminations, because there will 
be no longer any reason to put out these inducements or to indulge in secret practices. 
The community of interest is likely to deprive the people of the advantage of the 
cheaper shipments by water. Every merchandise line on the lakes is owned by the 
railroads; the same with the Erie Canal. (874.) 

Professor Parsons states that in this country there have been about 5,000 railway 
corporations, but that by consolidation the number has been reduced to 2,037. Only 
about 863 are independent operating companies, the others being subsidiary compa¬ 
nies leased or controlled. These figures show a tremendous movement toward con¬ 
centration and coordination even under private ownership. Coordination naturally 
would result in the very greatest economy if the whole railroad system of the coun. 
try could be run under one harmonious plan and in full coordination with the tele, 
graph, telephone, and postal service. It would get rid of unnecessary stations 
accounting offices, etc. However, to bring about consolidation under private own’ 
ership would result in establishing so colossal a power in the hands of a few men tha? 
it would be more dangerous than the present system, and the only way to get the 1 
benefits of consolidation is through public ownership. (149.) 

Mr. Rice, banker, believes that legislation to prevent the consolidation of railroads, 
or the lease of control of one railroad by another, would he a great mistake. Con¬ 
solidations such as that whicli has resulted in the Southern Railway have improved 
the service and benefited the public. It will not be possible for all the railroads of 
the country to go under a single control. There are too many people who have 
other interests. The difficulty of consolidation has recently lieen shown in the 
attempt, of the Northern Pacific to secure the Burlington. The witness does not 
know, however, but that there may be some limit to the wise combination of 
railroads. (742.) 

Mr. Griswolu, general freight and passenger agent of the Western Maryland Rail¬ 
road, does not think that the influence of competition on the traffic lines centering 
at New York would be eliminated even if their competition with each other were 
destroyed by consolidation and community of interest. The roads could not even 
then raise rates arbitrarily unless they wanted to go out of business or to shut out 
certain classes of business. Though there were no other lines running to New York, 
there would be other lines running to other markets. Any arbitrary raising of rates 
would turn a very large amount of profitable business over to those other markets 
and other lines, Mr. Griswold does not think that the plea for consolidation has 
been that rateB have been reduced below the proper paying point so much as that 
the established rates have not been maintained, and that consolidation would increase 
economy of management. (624, 625.) 

2. Effect of consolidation on capitalization.—Mr. Rice alludes to the fact, that certain 
recent railroad consolidations, such as the absorption of the Chicago, Burlington 
and Quincy and that of the Central Railroad of New Jersey, resulted in the exchange 
of stocks of the roads absorbed for bonds of the absorbing road. He believes that it 
is always a mistake to convert stock into bonds, thereby creating a fixed charge, in 
the inability to pay which the corporation must go into bankruptcy. (740.) 

Professor Ripley says that in many cases where one road has leased another the 
controlling road pays dividends both on its own capitalisation andonthestock and 
bonds of the leased road, though the arrangement entered into depends entirely on 
the terms of the lease. (297.) 

3. Effect of consolidation of Southern railways.— Mr. Wilson, of the Cincinnati Board 
of Trade, believes that if the Eastern and Western roads leading into the South should 
be consolidated the rates would perhaps be adjusted more satisfactorily. There 
would lie no excuse to offer on the ground of competition. Cincinnati suffers now 
because the Southern Railway is controlled by interests which are dependent upon 
the prosperity of the Eastern territory for their income. A consolidation of the 
Pennsylvania system with the Louisville and Nashville would not injure Cincinnati. 

( 694 -L 

4. Effect of a community of interest or of a comolidatiim of the Atlantic Coast Line Rail- 
ways .— Mr. Markham states that if the Atlantic seaboard lines should become prac¬ 
tically operated under one policy and community of interest, or by a consolidation, 
it would have a very salutary’ effect upon the course of business. The trouble with 
the cutting of rates to-day is not in diminishing the revenues of the railways so 
much as it is in exterminating business men of all kinds excepting the large enter¬ 
prises that get better rates than the smalt individuals. With a community of inter¬ 
est or a consolidation, the first thing that would be done would be to give to every 
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one equal rates. The benefit to the railroads would come from the fact that they 
would not be obliged to make the reductions because of the action of unscrupulous 
lines which can not get business in any other way. If there were a community of 
interest it would be impossible for any railroad to withstand the reasonable or legiti¬ 
mate demands of any town or community served by it; the interests of the railroads 
and the communities are mutual. (432.) 

5. Effect of consolidation of transcontinental railroads— Mr. W heeler, of the San Fran¬ 
cisco Board of Trade, expresses the belief that the establishment of ocean-to-ocean rail¬ 
roads would be a good thing for the Pacific coast. For this reason he is inclined to approve 
the combination of the Union Pacific and the Southern Pacific under the Vanderbilt 
interests, which at the same time control the Chicago and Northwestern and Eastern 
trunk lines, giving them a through route. He does not know that the combination 
of the Great Northern and Northern Pacific with the Chicago, Burlington and Quincy 
will particularly help the coast. It merely extends somewhat the terminal points in 
the East of these railroads. If, however, as will probably be the next step, these rail¬ 
roads acquire the Erie or some other trunk line, securing an ocean-to-ocean system, 
advantage to the coast will probably result. This advantage of transcontinental lines 
would come from the fact that the railroads would no longer have the motive of 
building up the Middle West cities at the expense of the cities on the Eastern seaboard 
and of San Francisco and other Pacific coast cities. At present the railroads seek, by 
making lower rates from Chicago and other inland cities than prevail even from New 
York, in the face of sea conqietition, to build up those cities and secure traffic at tho 
points of origin of the railroads. With lines extended to the Atlantic seaboard there 
would be no object in this policy but the railroads would get the hauls as readily 
directly from the Atlantic coast. They could then say that each city must stand on 
its own natural position, and would not try to rob the Atlantic and Pacific coast cities 
of the advantage which water transportation gives them. (747.) 

Mr. Stubbs, of the Southern Pacific Company, does not think that the recent com¬ 
munity of interests between the Union Pacific and Southern Pacific railroads ought 
to have any effect on their rates or operation. I Ie does not even think that if a com¬ 
bination were made between these two roads and the Northern Pacific these three lines 
would bein a.position to control ratesaside from sea competition. There would still be 
the competition of the Santa F6, Great Northern and other roads, and no rate could be 
enforced which was not agreeable to all of the lines. Mr. Stubbs, however, believes 
that the establishment of a community of interests between railroads in the Western 
States or in any other given section is the only effectual wav in which unjust discrim¬ 
inations and constant fluctuations in rates can be prevented, and that such a control 
over rates would be of great benefit to the public. He does not think that a combi¬ 
nation of this sort could or would increase freight rates. The companies operating 
the railroads are endeavoring to promote every industry and every class of commerce 
in order that their tonnage may tie as great as possible, and they can not resist the 
influences tending to keep down or to reduce rates. (765.) 

^ 6. Effect of New England consolidations.— Mr. Howes testifies that the New York 
Central Railway has acquired, by lease, the Boston and Albany Railroad, and the 
Boston and Maine Railway has leased the Fitchburg road, both of which are large 
gram-carrying roads, and he thinks that the effect will be beneficial to Boston as an 
export center. The splendid terminal facilities of the Boston and Albany Company 
at Boston have been acquired by the New York Central, and they will be greatly 
enlarged by the lessee company. (702.) 

Mr. Jackson, a member of the Massachusetts State board of railroad commis¬ 
sioners, states that the leasing of the Boston and Albany to the New York Central 
and of the Fitchburg to the Boston and Maine has generally been considered to be 
to the public advantage. The result of the lease of the Boston and Albany to the 
New York Central has been an advantage to the extent that under the statute pre¬ 
liminary steps have been taken to issue stocks and put in more capital for terminals. 
The terms of the lease prescribed by the legislature required the road to do that. 
The operation of the road and its maintenance is just as fully under the supervision 
of the State board as before, and the State’s right to purchase the road is still 
retamed. r 

In the case of the absorption of the Massachusetts Central Railroad by the Boston 
and Maine, the board was asked to fix the purchase price which the Boston and 
™* lne our ^ ^°‘ n ? ^ 8 »considered the value and history of the prop- 

• There had been a practical agreement between the owners of the preferred 
«ock and the Boston and Maine, and the board did not disturb that agreement. It 
fixed the price of the common stock at 21 after having looked into the structural 
value of the railroad, its actual cost, and the cost of duplication. (847.) 
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C. Minnesota law as to railroad consolidation.— Mr. Teisbebg, secre¬ 
tary of the State railroad and warehouse commission of Minnesota, says that Minne¬ 
sota has had a law since 1887 forbidding the consolidation of parallel or competing 
railroads. At the time of the reorganization of the Northern Pacific, about 1896, a 
scheme was on foot for the securing of a majority of its stock by the Great Northern. 
Suit was brought to test the validity of the law forbidding suen a consolidation, and 
the United States Supreme Court sustained the law. In the summer of 1900 the 
Northern Pacific absorbed the St. Paul and Duluth Railroad Com{«ny, owning a 
short lino between St. Paul and Duluth. The railroad commission instituted pro¬ 
ceedings to prevent that consolidation, but the Northern Pacific entered into an 
agreement providing that for all time the St. Paul and Duluth should be considered 
a separate entity in any case that might arise between the State and the company, 
and the case was dismissed without prejudice. It might at any time be reopened. 
(384,365.) 

D. Pooling and agreements.—]. Oitamm of policy .—Professor Ripley says 
that pooling would probably have the effect of making rates higher, but that the 
rates would besteady. The’existenceinaverylargeportionoftheSouthernStatesof 
what is practically a pool makes the freight rates into and out of those Southern States 
considerably higher than in those parts of New England where competition still pre¬ 
vails. The amalgamation of the Boston and Maine road and the Fitchburg road has 
resulted in making rates appreciably higher for a number of places which formerly 
had the benefit of low competitive rates. The experience of Peterboro, N. H., is a 
case in point. Peterboro was a competitive point at the junction of the Boston and 
Maine and the Fitchburg roads. So much lower were the Peterboro rates before the 
amalgamation of the roads that all the goods for the stores in Jaffrey, a town 6 miles 
from Peterboro and served by one road, were hauled a number of miles by horse in 
order to take advantage of the competitive rates of Peterboro. Since that territory 
has ceased to be competitive, freight is no longer hauled by horse, because the Peter¬ 
boro rate and the Jaffrey rate are just the same. Mr. Ripley lays emphasis on the 
fact, however, that though .the rates under pooling would be somewhat higher, they 
would certainly be steadier. Pooling would make a fixed rate which the manufac¬ 
turer and the public could rely upon and which they could feel was paid by everybody. 

Pooling is likely to result in the offering of poorer facilities in the territory to which it 
applies. The people are often obliged to be content with slower trains," with fewer 
trains, and with many other inconveniences. That is the situation in the territory 
now reached by the Boston and Maine and the Fitchburg. In the territory, however, 
which is reached by the Boston and Maine and theEastem road, the train service to 
almost all competing points has been largely increased and the comfort of the public is 
vastly greater since the amalgamation of the roads than was the case many years ago. 

Any proposition to legalize pooling should have inextricably bound up with it some 
increase of regulative power to the Interstate Commerce Commission, as the giving to 
railroads, in conjunction with the right to pool, absolute control over the rates would 
place the public still more in the power of the roads than they are to-day. Pooling is 
being practically accomplished to-day by the financial consolidation of roads, and this 
makes it still more imperative that the Interstate Commerce Commission should be 
given power to prescribe reasonable rates. (289, 291, 294.) 

Mr. Thomas, of the Erie Railroad, declares that the Supreme Court of the United 
States has held that the railroads have no power to make agreements. The witness 
holds that they ought to be allowed to make agreements just like other commercial 
bodies. He believes that the prohibition of pooling has increased the number of 
railroad consolidations. There is no effort being made now to secure legislation per¬ 
mitting pooling, but power to make legal agreements ought to be conferred upon 
them. Such agreements could be very properly made subject to the approval of 
some governmental commission, and should not be permitted to be oppressive to the 
public. (558.) 

Mr. Teisbero, secretary of the State railroad and warehouse commission of Min¬ 
nesota, says that the Minnesota law forbids pooling in the same terms as the inter¬ 
state-commerce act. The State commission, about 1889, unanimously declared itself 
opposed to any change of the pooling clause. Mr. Teisberg believes, however, that 
if the question were now presented to them the commission would be in favor of 
legalizing pooling. If consolidations by a community of interests come on there will 
Boon be no necessity for pooling. (372.) 

Mr. Andebson, secretary of the Chamber of Commerce of Pittsburg, thinks that 
pooling agreements should be legalized under the requirement of publicity and under 
the control of the Interstate Commerce Commission. He is afraid that the forbid¬ 
ding of pooling will force the railroads into bankruptcy. He also thinks it a cause 
of the tendency toward consolidation. (639,642.) 
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Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, thinks that the best plan to stop rate cutting and unfair competition among 
railroads would be a physical division ot the business. He doubts, however, whether 
that is possible, and would consider the alternative to be pooling and dividing the 
earnings. Control of the Baltimore and Ohio Railroad by the interests that control 
the Pennsylvania would have the same effect so far as their rates are concerned. 
(615.) 

Mr. Wheeler, of the San Francisco Board of Trade, says that the legalization of 
I>ooling, under the supervision of the Interstate Commerce Commission, would be 
desirable in order to do away with secret rebates and discriminations. It is greatly 
to the interest of shippers that they should know that they stand on the same basis 
as their competitors. The witness believes that such pooling agreements should be 
made enforceable before the Interstate Commerce Commission and the courts, but 
that whatever agreements were made should be entirely subject to the supervision of 
the Interstate Commerce Commission as regards the rates and other conditions. 
(748,749.) 

Mr. Wheeler thinks that railway consolidations do not do away with the necessity 
for legalized pooling. They affect the matter only to the extent that any agreement 
is more apt to De maintained if there are fewer parties to it. (748.) 

Mr. Bacon, of the Michigan Alkali Company, declares himself opposed to pooling. 
(82.) 

2. Southern Railway and Steamship Association.— Mr. Talcott says that the South¬ 
ern Railway and Steamship Association, of which he was at one time commissioner, 
was composed of the Southern rail lines and the steamship lines between the north¬ 
ern and the southern Atlantic jiorts. It did not take in the Gulf ports. Its purpose 
was to prevent fluctuation in rates and rate cutting. When it was first organized its 
plan was to give full authority over rates to the commissioner. Later it was found 
that some better guaranty was needed, and a pool was resorted to. The commis¬ 
sioner made allotments of business to each line, and if his allotments were not satis¬ 
factory there was an appeal to a regular board of arbitration appointed by the 
association. Business was divided on a tonnage basis. Lines which carried an excess 
received a very small compensation. It was made small to give no inducement to 
get an excess. When the interstate-commerce act was passed forbidding pooling, the 
fonn of the association was necessarily modified. The method of operation then 
adopted was to have copies of all manifests on competitive business sent to the com¬ 
missioner. In his office a record of the business done by each line was kept, and his 
reports showed to the executive committee just how business was divided. The 
working of the association under the pool system had been very successful and satis¬ 
factory. Soon after pooling was prohibited rates began to be disturbed, and disturbed 
conditions continued at least as long as Mr. Talcott had direct knowledge of the 
matter—a period of some two years. (626,627.) 

6- Pooling on cotton business from Memphis. —Mr. Davant, commissioner of the Mem¬ 
phis Freight Bureau, understands that there is an arrangement among the railroads at 
that point for a physical division of the cotton traffic. If a railroad receives consign¬ 
ments greater than its share under the pool it turns over the excess of goods to some 
other road. The witness believes that shippers are not able to insist that their goods 
shall go over a given road. He believes that this system of pooling works to the 
detriment of shippers, although the fact is worthy of consideration that by this plan 
rates are made stable and eaual to all shippers. (7.) 

4. Existing transcontinental rate agreements. —Mr. Wheeler Hays that there is what 
is known as the Transcontinental Freight Bureau, including all roads which operate 
from Chicago and Missouri River points to the Pacific coast. This bureau has an 
office in San Francisco, to which shippers apply for remedies in the transcontinental 
rates.^ The rates are maintained under this arrangement by a “ gentlemen's agree¬ 
ment” only. In order to get around the decision in the trans-Missouri cast* which 
was directed against the agreements regarding rates, the rules and tariffs stipulate 
that each company has the power to change its own rates and regulations without 
consulting others. Thus the roads can prove that there is no combination, but they 
are bound in honor and the effect is practically the same. If, however, a road should 
show itself without honor there would be no way to enforce the agreement. (749.) 

Mr. Stubbs, of the Southern Pacific Company, says that the transcontinental roads 
make practically the same commodity rates in competition with water carriers. They 
are made by conference. (764. ) 

5. Southern rate-making organizations.— Mr. McGovern testifies that in the territory 
of the Southern Classification there are rate-making associations, composed of rail¬ 
roads which are members of the Southern Classification Committee generally. The 
Southeastern and Mississippi Valley Association takes the territory bounded by a 
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line drawn from Cincinnati down the Ohio and Mississippi to New Orleans, and a 
line drawn from Cincinnati down through Middlesboro, Chattanooga, Birmingham, 
and Montgomery to Pensacola, Fla. The Southeastern Freight Association takes in 
the territory east of that, going as far as Gainesville, Athens, and Augusta, Ga., and 
Charleston, S. C. The territory east of that is known as the territory of the Associated 
Railways of Virginia and the Carolines. These three associations make the rates on 
all the competitive traffic in their respective territory. Their organization is some¬ 
what similar to the Southern Classification Committee, any transportation line which 
desires to do so being permitted to join. Together with the Classification Committee 
these associations constitute the rate-making power. 

No articles of association can deprive any line of its right to make its own rates. 
That was decided in the trans-Missouri decision. These associations are not pools. 
(654.) 

III. FREIGHT TRAFFIC AND RATES GENERALLY. 

A. Existing freight rates—Recent movements.—1. Reasonableness of 
American freight rate*. (See also under Government o'iniership, p. cxcvm, and, as to 
differences between through and local rates, p. cvff).—Mr. Thomas, president of the 
Erie Railroad, declares that freight rates are very much lower now than twenty years 
ago. At that time the Erie road got from 1 cent to 1 \ cents per ton per mile. At 
present the average rate is 5.59. Local rates have also been reduced, though not in 
quite the same proportion as through rates. There is more competition in the case 
of local rates. (560.) 

Mr. Markham, of the Illinois Central Railroad, says that railway rates have been 
constantly on the decline for many years. 

The following table shows the reduction in grain rates from Chicago to New York 
since 1868: 
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Mr. Markham also submits a tabic showing the reduction in rates from St. Louis 
to New Orleans and other Southern cities since 1882, ranging from one-fourth to one- 
half. He also compares rates in the United States in 1892 with those in European 
countries as follows: (430.) 
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2. Increase in freight rates and classification changes , 1900. —Mr. Bacon, of the Michigan 
Alkali Company, objects strongly to the increase in freight rates made by the railroads 
in January, 1900. He declares that this increase was an outrage on both manufacturers 
and consumers, and that consumers ultimately have to bear the burden. As an illus¬ 
tration of the increase in freight rates, he states that the rate on coke to Wyandotte, 
Mich., has been increased 55 cents per ton above the rate in 1899. This amounts to 
an added expense to the Michigan Alkali Company of $55 per day, or $20,075 per 
year. It is also understood that the rates on coal will be increased. The rates on 
the various alkali products of the company have also been raised. When the com¬ 
pany protested to the traffic association in New York City, January 22, 1900, the 
chairman of the Central Freight Association and the chairman of the Official Traffic 
Association made entirely different answers as to the reason of the increase, and 
neither touched a point in the protest. The vear 1892 was considered a very pros- 
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perous one among the railroads. Business depression followed, but the railroads did 
not reduce their rates to protect the manufacturers. The rates of 1892 should be 
high enough now, hut thev have been raised at the beginning of 1900. Tho railroads 
in 1898 earned enormous'dividends, while in the year ending June 30,1899, the 
gross earnings exceeded those of the previous year by $59,927,186. The railroads 
defend their action on the ground that they want a share in the prosperity of the 
country, but the witness believes that their increased business as a result of their 
prosperity would have been sufficient to earn them ample profit. Prosperity is not 
stimulated by the raising of freight rates but by increasing the volume of business. 
The further argument of the railroads that the cost of materials has advanced is off¬ 
set by the well-known fact that by hauling heavier loads and in other ways the cost 
of oi>e ration has been decreased. 

The witness anticipates that there will be ultimately a great railroad trust. He 
refers especially to tne alleged combination of the eastern trunk railroads, and its 
effect upon rates and profits. He quotes an article from the New York Commercial 
Advertiser of March 12, 1900, to the effect that the increased profits on the hauling 
of coal alone by Eastern lines, as the result of advanced rates already announced and 
others to be made on April 1, 1900, will he no less than $16,000,000, and that the 
increased rates on other products will make a total of added profits of fully $31,000,000. 
The average advance on coal was estimated to be 15 cents per ton, on other bulky 
freight 10 cents per ton and on manufactures and merchandise 25 cents per ton. 
This increased profit of $31,000,000 will he equal to more than 3 per cent on tho 
capital of the 9 leading Eastern trunk lines. (74—77,84.) 

Mr. Bangley, of the Merchants’ Association of New York, says that on January !, 
1900, the Official Classification Committee made wholesale advances in their classifi¬ 
cation without notice to shippers. Eight hundred and eighteen items out of 3,000 in 
the merchandise list were advanced in class. Taking the scaleof rates from New York 
to Chicago asa basis, these advances represented an average increasein the freightrate 
of 35.5 per cent. The Western Classification Committee on January 25,1900, advanced 
the rates on 240 of the items in their list. Using the Chicago-Missouri river rates as a 
basis, the advance was 47.4 per cent. The Southern Classification Committee on 
February 1,1900, advanced 1,977 articles out of a possible 2,600. It has 9 different 
classes of rates. Thirty-two articles were advanced from second to first class; 38 from 
third to second class; 69 from fourtli to third class; 36 from fifth to fourth class; 10 
from sixth to fourth class, and 46 from sixth to fifth class. There are instances in 
which advances were made from fourth to first class, and from third to first class. 
The classes which were among the lowest are beginning to disappear from the classi¬ 
fication list There were 109 of the lower classes and commodity rates in the classi¬ 
fication which governed prior to February 1,1900, hut in the new classification only 
58 were left. In addition to these advances there were 75 instances of discrimina¬ 
tion made by widening the difference between the carload rate and leas than carload 
rate. The advance in rates resulting therefrom ranged from 30 per cent to 50 per 
cent. The railroads did not seem to take into consideration the fact that merchants 
had made contracts ahead based on existing rates, and the result of the advance in 
classification which was only an indirect method of advancing rates entailed a great 
loss upon the merchants. 

The attention of the Interstate Commerce Commission was called to the matter in 
December, 1900, but there did not seem to be any certainty as to whether that com¬ 
mission had jurisdiction over classification matters, and the question was referred to 
the Attorney-General, who concluded that there was no ground for interference by 
him. The shippers then appealed directly to the classification committees forachange 
of the classification hack to the old basis, and in some instances their appeals were 
granted. The Official Classification Committee modified some of the advances, but 
did not go back to the original basis. The witness is of the opinion that under the 
law the Interstate Commerce Commission is powerless to remedy the evil complained 
of. He thinks the matter was referred to the Attorney-General as being a violation 
of the antitrust law, hut that officer did not seem to take that view of the case. 

The reasons advanced by the railroad companies and the classification committees 
for advancing the rates were that the prices of commodities of all kinds were going 
up throughout the country and the railroad rates should also go up. The witness 
says that he examined into the earnings of railways to a considerable extent and 
found that for theyear immediately preceding the advance in the freight classifica¬ 
tion the earnings of the Southern roads were 20 per cent higher than they had ever 
been in the history of the country, and he thinks that a 20 per cent increase in net 
earnings ought to have satisfied the roads. The witness does not think that there 
would have been any more complaint made if the rates had been advanced directly 
instead of indirectly by an advance in classification. (860-861, 862, 869, 877.) 
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Clmnqai in freight cbrnfreatim.—'UlT. Langlky testifies that there is great discrimi¬ 
nation in the “manipulation,” as he terms it, of the freight classification. He thinks 
this discrimination is to the detriment of the South, and believes that the less inter¬ 
ference and the fewer obstacles that arc thrown in the way of development the bet¬ 
ter it will be for the country. There would have lieen very little complaint if the 
railroads had advanced the scale of rates themselves. There was a time, he says, 
when the merchants were inclined to complain of freight rates, but in later years 
they have reached a conclusion that the rates of freight are not so material as their 
universal application. The changes in classification have induced great confusion 
and inequality. People sometimes think that the railroads, while desiring to increase 
their revenues, do not care to assume the responsibility of advancing the rates directly, 
and resort to the roundabout method of having them advanced bv the action of the 
classification committees in changing the classification. The method of making the 
changes by the classification committee has this further advantage, that few mer¬ 
chants, comparatively speaking, are familiar with transportation methods or with 
the effect that the classification has upon the freight rate. Out of the changes in 
classification of 2,600 items in the Southern territory at least one-third would remain 
advanced, because the merchants would abandon all hope of ever securing a return 
to tho original basis. (865,) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, says that there was a considerable change in the Official classification a little 
time ago, but afterwards a large proportion of the articles whose classification was 
changed were einlmdied in a supplement allowing a 15 or 20 per cent reduction from 
the advanced classification. Mr. Griswold is not aware that the changes in the 
classification were such as to lie relatively injurious to small shippers and favorable 
to large concerns. (618, 818.) 

Mr. Markham, of the Illinois Central, states that in the recent changes in the 
Official classification tho advance in freight rates was chiefly because of an advance in 
price of a great many of the commodities which had been carried at special commod 
lty rates before because they could not bear higher rates, hut at the same time reduc 
tions were made on other goods. The Illinois Central uses the Southern classifica 
tion, also the Western classification, the two being different. (435.) 

3. Freight rates in the Smith—Recent increase. —Mr. Bacon complains also of the fact 
that freight rates to Southern seaboard cities on alkali products are higher than ocean 
freight rates from England, so that the domestic product is practically excluded from 
a region within a considerable distance from these seaports. The rate from Wyan¬ 
dotte to Atlanta is 36 cents per hundred on soda ash, 64 cents on caustic soda, and 
65 cents on bicarbonate of soda, while English products can be delivered there by 
way of Savannah at a much lower rate. The rate from Wyandotte to New Orleans 
on all these articles is 33 cents, while the ocean freight rate from Liverpool to New 
Orleans is 10.7 cents. At one time there was a rate of 89 cents per ton on soda ash 
from Liverpool to Newport News. (74, 80.) 

Mr. Bacon complains especially of the excessive freight rates on the products of 
that company in the Southern territory, and of the fact that there is a difference in 
classification of these products under the Southern classification from that under the 
Official classification in the North. He presents the following table showing the rela¬ 
tive charges per carload and train load on bicarbonate of soda (baking Boda) and 
caustic soda from Wyandotte, Mich., to leading Eastern and Southern points, together 
with the distances: 


To— 

Miles. 

Product. 

Railroad 

charges, 

carload. 

Railroad 
charges, 
train of 30 
cars. 

Rate per 
100 

pounds. 






Cents. 




$57.00 

11,710 

19 




48.00 

1,440 

16 




42.00 

1,260 

14 




89.00 

1,170 

13 




49.50 

1,485 

16* 




147.00 

4,410 

49 




196.00 

5,850 

65 


1,000 


99.00 

2,970 

88 

Memphis. 

700 


69.00 

2,070 

23 


Commenting on these figures, the witnees declares that there is something wrong 
with the system of classification by which the charge for hauling a carload to Atlanta, 
716 miles, is $165, as compared with $48 to New York, 700 miles; and by which a 
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train load of 30 cars is hauled to Philadelphia, 666 miles, for $1,280, while to Chatta¬ 
nooga, 578 miles, the charge would be $4,410. 

The freight rates generally through the South, Mr. Bacon declares, are excessive, 
and this results in material injury to the prosperity of that section. Under reasonable 
freight rates the South would be the home of the biggest manufacturing plants in the 
world. There is no manufacture of glass or of soap in the South of any importance, 
and no market for alkali products. The result is that nothing is done to establish a 
demand for those products and to favor manufacturing by the establishment of reason¬ 
able freight rates. Under low rates factories for the manufacture of these and other 
articles would start up, and in the long run the railroads would profit by the increase 
in their business. (73, 75, 79, 80.) 

Mr. McGovern says that prior to the organization of the Southern Classification 
Association the classification feature of rate making was handled by the several 
traffic associations in that territory. There was a single classification for the southern 
territory, but it was made piecemeal instead of by one general association as at 
present. The new committee made a thorough and systematic revision of the entire 
classification. Under the old plan additions and changes were made from time to 
time without proper regard for the effect upon other analogous articles, with the 
result that the classification abounded in conflicting ratings and inconsistencies. 
The new committee began with the iron and steel list ana the changes which it 
adopted were published in Southern Classification No. 26, which went into effect 
February 1,1900. This revision of the iron and steel list contained advances in a 
good many ratings. One reason why the iron and steel rates were raised was 
because the railroads in their equipment and otherwise had to use iron and steel, 
and a higher price made a higner rate. The roads can not afford to reduce all 
their rates to the basis of the commodity rates; it would make them bankrupt. A 
revised classification which embraced everything excepting iron and steel, and 
which made substantial modifications, was promulgated in Classification No. 27, which 
went into effect June 1, 1900. Classification matters have been given the fullest 
consideration and the advances made in the classification have not been the result 
of any attempt on the part of the principal lines to put up the rates to the shipping 
public. These revisions came at a time of extraordinary trade conditions, widen 
justified substantial advances in many of the ratings. There had been marked 
increases in the prices of many important commodities, especially those entering 
most largely into the cost of Deration of transportation lines. Some of the lines in 
the southern territory actually showed a reduced net revenue during certain periods 
as against an increased gross revenue during the same periods, which is attributable 
to the increased cost of materials used in operation. The revision of the classifica¬ 
tion, however, was not for the purpose of increasing rates, but was chiefly to sim¬ 
plify and harmonize matters. Many of the existing ratings had been unreasonably 
low in themselves, and by comparison with the ratings on the same articles in the 
other two classifications of the United States. (655, 656.) 

Carriers' risk and ovmer's risk rates.—- Mr. McGovern says that the first important 
change that was made by the committee in classification 26 was the abandonment 
of what was known as the double-column rating, and substituting therefor the single¬ 
column plan. In the old classification up to No. 25 two ratings were shown opposite 
many of the articles, one in the “carriers’-risk” column, for cases where the car¬ 
rier assumed the common-law liability, and the other in the “released” column, 
for cases where goods were carried at the owner’s risk or limited liability, the first 
column rating being higher than the second. There was nothing approaching uni¬ 
formity in the differences between the two columns. It was found that in some 
instances the carriers’-risk rate was only 14 per cent higher, and in some instances 
280 per cent higher than the owner’B-risk rate. Some 1,700 articles had been shown 
by the previous classification in the carriers’-risk column only—that is, only a single 
rate was published. As a matter of fact, according to Mr. McGovern, the goods of 
this character which were actually shipped were in 99 cases out of 100 shipped on 
the ordinary bill of lading of the railroads, which is a limited-liability bill, so that 
the shipper did not actually avail himself or the carriers’-risk privilege. Bythenew 
classification the rates remained the same, but it was provided that they should be 
on the limited-liability basis, and that if the shipper insisted on the common-law 
liability, he should pay a 30 per cent higher rate. This system of uniform bills of 
lading and single-column classification is in line with the practice of the trunk-line 
roads and others in the Official territory. Technically it may be said that there was 
an advance of rates because the shipper would have to pay 30 per cent more if he got 
the unlimited liability of the carrier which he might have insisted on before, but in 
practice he did not insist on it before in most cases; and for 99 per cent of the goods 
the rates and the bills of lading were precisely the same after the change as before. 
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Mr. McGovern says that this change was misunderstood by many people and was 
made the basis 01 a general complaint that the rates on 1,700 articles has been 
advanced. 

The first change in Classification No. 27, as compared with Classification No. 26, 
was as to Rule 1, which was a little more favorable to the shipper, in that there was 
a reduction from 30 to 20 per cent additional in the carrier’s-risk rate as compared 
with the owner’s-risk rate. For 13 years the lines in the Official classification terri¬ 
tory have used a uniform bill of lading, which has been published as a part of the 
Official classification. This matter of uniformity in the bill of lading was early taken 
up by the Southern Classification Committee, which after much consideration evolved 
a bill of lading which was finally adopted and approved by the various individual 
lines, and went into effect June 1, 1900. (A copy of this bill of lading was furnished 
the commission.) Practically the only difference between the carrier's risk and the 
limited liability is that under the carrier’s risk, if the goods are lost or destroyed, the 
owner can recover the loss occurring except from one of the four exemptions estab¬ 
lished by the common law, viz, an act of God, fraud on the part of the shipper, 
inherent defect in the article, or inherent vices in an animal. The bill of lading in 
addition to these limitations releases tho carrier from further risk by reason of nre, 
chafing, leakage, and all those damages incident to ordinary transportation which are 
not the fault of the carrier and are due to its negligence. 

The only consideration that was given the Official and Western classifications in 
the revisions of the Southern classification was simply to compare them, article for 
article, as the work of revision proceeded. As to the liability question, however, 
the revision resulted in making the Southern classification the same as the Official 
classification. 

There have been no cases in court to test the validity of the two forms of contract. 
Not more than 1 per cent of the freight carried consists of hazardous risks. (656-661.) 

Changes and advances by last classification revision. —Mr. McGovern says further that 
the advances in the descriptions and ratings as shown in Southern Classification No. 
27 do not exceed 400 or 500 as compared with Classification No. 26, and there were 
about 100 reductions. Many of the advances were made on unimportant articles 
of shipment. Consistency and universality were aimed at in the revisions. All 
druggists’ articles in boxes were made first class; small grocery articles in boxes were 
as a rule made second class, as were also ordinary hardware, iron, and steel articles 
in boxes. One reason for this was to prevent the underbilling of drugs, groceries, 
and hardware, which practice has grown up, and is on the increase in the Southern 
territory. The principal articles used on the farm and many other very important 
products were not advanced in ratings. It is a general experience that when reduc¬ 
tions are made it is believed that it increases the business of the roads. The occasion 
of the advance in the classification of cotton goods was brought about by the fact 
that in the early days the classification was arranged so as to be in the nature of a 
protection to the early cotton manufacturers in the South, and even to-day it is so 
arranged. When the classification is advanced the rates are always advanced. 

Mr. McGovern concludes by saying that the making of a freight tariff or a freight 
classification is not an exact science. The change of commercial conditions in the 
increase of local industries, new discoveries in science, competition between carriers 
and markets, will necessarily effect changes in freight classification and freight rates 
from time to time. Ever since Classification No. 27 went into effect some modifica¬ 
tions have been made, and other modifications will be made from time to time as 
circumstances may dictate. It is not to the interest of the carriers to make their 
rates exorbitant or so high as to unduly limit or restrict the free movement of traffic 
over their various lines. (661-662,668-672.) 

Mr. Dunlap, an officer of two small Georgia railroads, testified in 1900 that there 
had recently been a general increase in freight rates on the through Southern lines. 
He was inclined to justify this increase, despite the fact that the railroads have all 
the business they can carry and are even short of cars, because of the general pros¬ 
perity of the country and of the fact that the Southern railroads have only recently 
been able to make any profits at all. Most of them have just got out of bankruptcy, 
and until recently their stocks have been of no value. While the Georgia Railroad 
Commission limits the freight rates, the rates actually existing hitherto were much 
lower within the limits. 

Another reason why an increase of freight rates seems to the witness justifiable is 
that the railroads have hitherto helped tne establishment of cotton factories in the 
South by making low rates on machinery and materials and in other ways. The 
result is that now, the factories being established, railroads have no cotton to haul 
to the seaports, and the amount of freight which they get in the shape of cotton 
goods is much less than what they formerly hauled. As an illustration of the unduly 
low rates which had prevailed on cotton goods, Mr. Dunlap instances a shipment of 



DIGEST:—FREIGHT TRAFFIC AND RATES. LXXIX 

1,200 bales of cotton wm only^l per'hun^Sl^^ 1 'cento of'which 

Railroad, *?f h Sf t h ? 1 ’^^ nc i gf0 The rate tanMonroe to Atlanta wasonly 8 
waa for raU freight to Jalm - a . ine ^ were hau]ed on the witness’s 

centu, and that for the10 m 0 o{ 3 J nt8 wa8 apparently higher for the 

sacs »£»»“'*• rs&satxa sssa 

tStiSry lo'al and through rate,. Some of the local rates it considers fair, 
^ tSr n f/frX^t,^-3fmn ffl o te .-Mr. T—, secretary of the State 


and 12 rente in 1887. Since that date‘it has not change,1. From St Vincent,380 
ndles the rate was 115 cents in 1880, and 21 cents in 1887, and is now 16 cents. Mr 
Teisberg thinks that these reductions have been partly caused by the operation of the 
railroaif law the rulings of the commission, and the moral effect of those rulings, but 
that the more economical methods of transportation, such as the increase of the sire 
of cam and ^ginXare the chief cause. He considers that competition has had very 

U, « e 'fmght redes.— Mr. Bacon, of the Michigan Alkali Company, says that 

Western freight rates on the products of this company are so high that practioally 
none are shipped into that territory. There is a rate of 58 cents per Imndred pounds 
m sail Francisco, this low rate being due to the competition of the foreign product 
with ocean transportation. The witness has no complaint to make regaling d» 
crimination lietween long and short hauls ordinarily, excepting the low rates where 
there is water competition. But he believes that it would tic to the advantage of the 
railroads and the West generally to reduce freight rates in that section so as to allow 
the establishment of industries. (80,85.) , „ .. 

Mr. Stubbs, of the Southern l’aeihe Company, asserts that the rutes ^ ‘ransporte 
tion from the Pacific coast have very considerably decreased since 1881, and he knows 
of no single instance in which they have increased. (7o5.) Mi , • 

7. Freight rates on alkali products.— Mr. Bacon, freight manager of the Michigan 
Alkali Company, complains of the excessive freight rates charged upon its products as 
compared with other articles. The various articles are all shipped m c «mpa^ f « rn b 
in large bags nr barrels; they are all heavy and they are clean and convenient to 
handle. There is not so much leakage from the packages as there would be from 
flour barrels. A barrel of flour weighs 212 pounds, and a 15-ton ear wovdd “"‘avn 
143 barrels. A barrel of dense soda ash weighs 5,0 pounds; of light ash, 300 pounds, 
of bicarbonate of soda, 420 pounds; of cement, 400 pounds; that is a 15-ton car 
would contain from 52 to 100 barrels of these respective products. Notwithstanding 
the favorable character of the alkali products for shipment, the railroads charge a 
rate very much in excess of that on flour and similar barrel products. The follow g 
table shows the relative rates from Wyandotte, Mich., to various Eastern and South¬ 
ern points (1900): 


Boston. 

New York. 

Philadelphia.. 

Baltimore. 

Richmond. 

Chattanooga... 

Atlanta. 

New Orleans .. 
Memphis. 


1 Barrel 

1 dense ash. 

Barrel 
light ash. 

Barrel bi¬ 
carbonate. 

Drum 

caustic. 

(Jents. 

109.3 

91.2 
79.8 
74.1 
44 

159.6 

205.2 

! 188.1 

102.6 

Cents. 

57 

48 

42 

39 

49.5 

84 

108 

98 

54 

Cents 

79.8 

67.2 

58.8 

54.6 

69.3 

205.8 
260 

138.6 
75.6 

Cents. 

142.5 
120 

105 

97.6 

128.7 

285 

406 

247.5 
136 
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Mr. Bacon recognizee that the fact that flour is a etaple article, shipped in large 
quantities, justifies a lower rate than on alkali products, but he considers the differ¬ 
ence shown in this table excessive. The railroads charge $1.09 for taking a barrel of 
heavy ash from Wyandotte to Boston in car lots, while a barrel of flour is hauled 
the same distance for37 cents. (72, 73, 81.) 

8. Transportation of California fruit.—Mr. Stubbs, of the Southern Pacific Company, 
does not think that there is any complaint or any basis for complaint on the part of 
freight shippers in California against excessive charges by the railroad companies for 
transportation. The fact that the shipments of citrus fruits to the East have grown 
from nothing to 20,000 carloads a year shows that there can he no basis for complaint. 
Shippers do complain of the practice of the railroads in determining the routes and 
in not operating refrigerator cars themselves. They also contend against the demand 
of the railroads that they should load 13 tons to the car instead of 10 tons, on the 
ground that this does not leave sufficient room for the circulation of air. The rail¬ 
roads are satisfied ttiat this is not true, because for the most part 40-foot ears are 
used for 13-ton shipments as against 36-foot cars for the 12-ton shipments. The 
railroads found that ttie size and weight of boxes hail been increased so that practi¬ 
cally 13 tons were being carried for the rate on 12 tons. (767.) 

9. Coal rates—Philadelphia and Baltimore ..—Mr Griswold, general freight and pas¬ 
senger agent of the Western Maryland Railroad, says that the rate from the Cumber¬ 
land and West Virginia coal fields to Baltimore by the Baltimore and Ohio is $1.45, 
without distinction as to distance. There is a territory beyond that section from 
which the rates are higher. They are also higher from the gas-coal field. The rates 
to Philadelphia are the same as to Baltimore. 1 This is doubtless because the rate from 
the Pennsylvania fields to Philadelphia is the same as the Baltimore and Ohio rate 
to Baltimore, and if the Baltimore and Ohio charged a higher rate to Philadelphia 
the Pennsylvania road would haul all the coal there. (619, 620.) 

10. Freight rates on paper.— Mr. Griswold, general freight and passenger agent of 
the Western Maryland Railroad, thinks that the Southern lines make such low rates 
to Western points on paper in carloads that the New York, Pennsylvania, and Mary¬ 
land lines have to make low rates to put their shippers on an equal footing with 
those in New England. (619.) 

11. Freight rates to Denier.—Mr. Griffith, representing the Denver Chamber of 
Commerce, says that there lias been no change in the freight rates on first-class 
commodities from the East to Denver during the past two years, so far as he is 
aware. (855.) 

B. Policy regarding rates—Competition and other Influences.— 

(See also Water transportation, p. clxxiv. )—1 . General effect of competitive forces.—(See 
also under Consolidation, p. I.xvin.)—Mr. Thomas, president of the Erie Railroad, 
declares that the greatest danger to the public is not from high railroad rates hut from 
unrestricted competition resulting in discriminating rates, or in rates which are too low 
to give a profit to the railroad. At present rates are more stable and uniform than 
they have been before, and there is a feeling of confidence on the part of the rail roads 
as well as a disposition to maintain fair rates. This country has shown itself able to 
trauBport freight more cheaply than any other. The new opportunities and wealth 
of the country have been stimulated in every possible manner. Whilecompetition 
may have some effect in developing transportation lines and lowering rates, and while 
some competition is undesirable, the paralleling of railroads results in economic 
waste. It may he a question whether, if there were no direct competition between 
railroads, freight rates would be reduced, but, in the opinion of the witness, the 
competition of different sections of the country and of different countries of the 
world would keep rates down. America is competing with the world. The price 
at which grain shall be shipped from Chicago to New York is fixed by the markets 
of England, and the Continent, where there is competition of the grain from 
Argentina, India, Russia, and many other countries. The railroad manager who 
undertakes to keep up rates because he has an apparent monopoly would soon ruin 
his business, drying up the entire sources of supply, and putting his territory at such 
a disadvantage, as compared with the rest of the country, that manufacturers and 
producers could not exist. It does not even pay to put up rates for the purpose of 
speculation in Wall street; there are easier methods by which to make profits there. 
In the experience of the witness he has never known an appeal by a majority of 
manufacturers or of communities, regarding their inability to meet competition of 
other sections, to he brought to railroad managers without meeting a prompt response. 

Mr. Thomas also alludes to the competition of Canadian railroads as a factor in 
checking the charges of American railroads, even as far south as the Gulf. (551, 
552,554.) 

Mr. Schiff, banker, declares that transportation rates in general will adapt them¬ 
selves by a natural law to the prevailing rate of interest, ifother investments aver- 
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age a return of 4 per cent, railroad capital actually spent can not be made to return 
more than 4 per cent, no matter what is done. (774.) 

2. Competition between railroads—Rate wars.— Professor Ripley says that where 
there is not. competition there is not that incentive, which becomes a matter of self- 
preservation, to add the very latest and very best improvements, which must prevail 
where competitive conditions exist. Roads which are subject to competition know 
perfectly well that if they do not give quick trains and good service traffic will go by 
the other lines. 

At competitive points on roads there is frequently a secret rate in force which is 
much lower than the published rate. (294, 295, 296.) 

Mr. Tkisbeko, secretary of the State Railroad and Warehouse Commission of 
Minnesota, thinks that so far as community of interest in ownership may prevent 
rate wars it is a good thing. His observation is that rate wars help only large ship¬ 
pers who do not need the help of the railroads. The small shipper is generally not 
prepared to take advantage of the reduced rates. (365.) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that rate 
wars have been less frequent in the southern territory than in the northern. (627.) 

3. Distance as an element in freight rates— Mr. Talcott, assistant to the president of 
the Seaboard Air Line, says that, there is a concensus of opinion among railroads that 
charges per ton per mile should be higher for short hauls than for long. He has had 
occasion to endeavor to establish a definite rule, as an engineer and a mathematician, 
by which charges may be proportioned to distance. He has found that the scale 
which seems to fit best the actual conditions of tariffs makes rates increase as the 
square root of the distance; that is, the charge is double for four times tho haul. 
Mr. Talcott has made use of this rule, not only for the fixing of rates, but for the 
division of charges, and the rule has been approved for both purposes, both by 
practical railroad men, by courts, and by State authorities. (630,631.) 

4. Competition of Canadian railways.—Mr. Thomas, president of the Erie Railroad, 
says that the Canadian railroads are important factors m making rates on all American 
roads even as far south as New Orleans. The exporter of grain or other commodities 
does not care whether his shipments go by way of Montreal, New York, Newport 
News, or Galveston. If the rate made by Montreal is lowered, it muBt lie met by the 
roads to all these other points or they must forego the business. The shipment of 
goods by water is also a great, factor in keeping down rate*. (552.) 

Professor Ripley says that the suspension of the privilege to ship goods in bond 
over Canadian roads would he of great damage to New England shippers. (299.) 

Professor Ripley says that Canadian roads are allowed by the American roads a 
differential, in order, so far as lie can see, not. to bring to an issue the question whether 
those roads are subject to the interstate-commerce law, i. e., rather than fight the 
matter out, the American roads have allowed and do allow the Canadian roads to 
charge loss for the same haul than the roads allow themselves in United States 
territory. (298.) 

6. Advantages of Boston by reason of Canadian railway connections.—Mr. Howes testi¬ 
fies that Boston's railroad connection with the West by the Canadian Pacific road and 
its branches has been quite an advantage. The financial and commercial interests 
of the American trunk lines terminated at the Hudson River, and their influences 
were detrimental to Boston shipping. The Canadian roads were interested in hav¬ 
ing shipments sent to Boston, and by reason of this competition the American trunk 
lines gave Boston a consideration which they otherwise would not have had. 

In the summer time grain that arrives at Montreal can be shipped thence to Liver¬ 
pool by steamer just as cheaply as from Boston. The freezing of the St. Lawrence in 
the winter causes a great deal oi the Canadian shipments to be sent through Boston. 
The tendency for the last year or two has been somewhat against this Canadian trade. 
A spirit of antagonism has grown up in Canada to a certain extent, due partly to the 
belief that trade relations between the two countries are not what they ought to he, 
and out of this belief has grown a political feeling which has necessarily had consid¬ 
erable influence on the Canadian Pacific road. The effect lias been to lead Canadian 
shippers to use the Canadian Pacific to St. Johns, New Brunswick. The Grand 
Trunk Railway has also developed its terminal facilities at Portland, Me., and this 
has injured Boston trade to a certain extent. In going to Portland, the Grand Trunk 
carries its freight entirely over its own line. (701-702.) 

6. Canadian Pacific differentials—Mr. Stubbs, of the Southern Pacific Company, 
says that the American transcontinental roads have fought the demand of the Cana¬ 
dian Pacific that it be allowed differential rates on account of the longer time of 
transportation and other disabilities of the road, and that this differential, which was 
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a very disturbing element in the past, no longer exists. The matter was finally sub¬ 
mitted to arbitration, and the American roads won. The witness asserts that the 
transcontinental lines west of the Missouri River did not cut rates secretly to meet 
this Canadian differential, but the Canadian Pacific road complained continually that 
the rates east of the Missouri River, and particularly east of Chicago, were cut so 
that while the Canadian road nominally had a differential it really was not given 
any advantage. The witness supposes it is true that there were sporadic instances of 
rate cutting, though he is not in a position to know regarding eastern lines. (763.) 

Professor Ripley says that the through expdrt rate from tnis country to China is 
to-day as low on American roads as on the Canadian Pacific, though this is contrary 
to agreement. The Canadian Pacific is allowed, by agreement of the American roads, 
to charge a lower rate than is charged by the othei transcontinental roads, but in 
practice to-day, by reason of the rate war which has been on for some months, ship¬ 
ments are going to Seattle and San Francisco, within the territory of the United States, 
at less than the rate that was to be allowed the Canadian Pacific. The rates from 
one point to another are determined primarily by competition with water carriage, 
and the rate to the Pacific coast from any point east of the Mississippi is uniform. 
North of the Ohio and east of the Mississippi shipments to any place east of the 
Pacific can lie Jnade for the same rate. Eastern manufacturing towns, therefore, 
have an equal advantage with manufacturing towns farther west. 

Mr. Mahkiiam, of the Illinois Central, says that the Canadian Pacific road is not 
subject to the same regulations for making rates as are the transcontinental lines of 
the United States, because the Interstate Commerce Commission has no control over 
the Canadian Pacific road, except where its lines run into the United States, and 
there is nothing to prevent that road from giving a portion of the revenue which 
accrue on the Canadian lines to shippers. The Canadian Pacific does not have any 
line into Chicago, and traffic from the Illinois Central to the Canadian Pacific would 
be taken over the Wabash or the Michigan Central. (442.) 

7. Basting-point system (see also as to Smithcrn Statu, p. evil ).—Professor Ripley pre¬ 
sents a diagram which is published by the chief inspector of the joint rate and inspec¬ 
tion bureau of the Trunk Line Association at Chicago. The diagram presented is pub¬ 
lished by the railroads for the use of their agents, and shows the distribution of the 
percentage rates on the Chicago and New York basis. The distance from Chicago to 
New York is always represented by 100. In parts of the territory represented by 
this diagram, shipments from any point pay 96 per cent of the Chicago-New York 
rate, whatever that may l>o. Within other parts of the territory it is 95 per cent of 
the Chicago-New York rate, or 65, 80, or 110 per cent, etc. (301.) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, says that rates between Chicago and New York are the basis of all rates in 
trunk-line territory. All other rates are fixed percentages of them. For instance, 
the rate to Cincinnati is 87 per cent and that to St. Louis 116 per cent. The class 
rates have not been changed in many years. (625.) 

C. Classification of freight. —1. Description and general effects of system. —Pro¬ 
fessor Ripley says that there are at present some 5 classifications of freight, the 
principal one of which, known as the Official Classification, covers all territory east of 
the Mississippi—that of the Eastern Trunk Line Association; another covers the far 
Western States and is known as the Western Classification; another covers the terri¬ 
tory south of the Ohio and is known as the Southern Classification; and then several 
of the States, Illinois and Iowa, prescribe by law what the classification of the 
freight on their roads shall be. 

By classification is meant the separation of goods into groups according to the rates 
which are to be paid. A reduction of the general schedule of rates may be entirely 
offset by changes made in classification of goods; that is, goods which formerly went 
second class may be moved up into the first class, etc. The absence of uniform clas¬ 
sification throughout the country gives rise to great difficulty in the assessment of 
charges and in the comparison of the movement of rates. Goods which may be 
reported second class at the point of shipment may be first class at the point of deliv¬ 
ery. Uniformity of classification would have great advantages, but the difficulty of 
securing it would be considerable. A commodity which in one part of the country 
is an ordinary product of the soil, and which must therefore be given a low classi¬ 
fication, becomes a luxury at a point distant from the place of production, and would 
consequently be given a high classification. Oranges are worth comparatively little 
by the box in California, but transported to the northeastern comer of the United 
States, they are of much greater value. This increase in value makes it possible to 
move them up in the scale of classification and to charge considerably more for trans¬ 
porting them. The question of uniform classification involves an agreement between 
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all the railroads and the introduction of a sort of system of reciprocity through the 
recognition of the fact that what a road would lose on certain kinds of traffic through 
uniform classification it would gain on others. Some progress has been made toward 
uniformity in classification, A great number of arbitrary classifications which for¬ 
merly existed have been removed, and highly complex conditions, which grew out 
of them and put the shipper at the mercy of the railroad by making it impossible to 
figure out in advance what rates would be, have been replaced by tne comparatively 
simple situation to-day of five or six principal classifications. (302, 308.) 

Mr. I\ J. McGovaax, chairman of the Southern Classification Committee, defines 
the three classification districts or territories in respect of freight movement, viz: 

1. The territory lying north of the Ohio and Potomac rivers and east of the Missis¬ 
sippi River and Chicago, which is covered by the Official Classification. 

2. The territory lying west of Chicago and the Mississippi River, which is covered 
by the Western Classification. 

i 3. The territory lying south of the Ohio and Potomac rivers and east of the Mis¬ 
sissippi River, and is covered by the Southern Classification. 

In all three territories, various exceptions to the classification are in force, in the 
shape of commodity tariffs or what are termed classification exception sheets. 

The classification is usually divided into three parts: (1) The general rules which 
govern in the application of the rates; (2) the descriptions of the articles, setting 
forth the names of the article, manner in which it is to be packed, etc., and (3) the 
ratings themselves, showing what class each particular article is to take. (652.) 

Mr. McGovern says further: “The making of freight classifications is the making 

of rates. * * * Two factors enter into the final determination of a rate: First, the 
rate itself, and, secondly, the classification of freight to which that rate applies.” 

The cost of transacting the business has very little to do in forming the classifica¬ 
tion. An article is considered with reference to its weight, its specific gravity, and 
that sort of thing, and its value, no doubt with respect to its relation to the trade of 
the country where it is produced. Several letters accompany Mr. McGovern’s testi¬ 
mony, showing the method by which the classification committee takes up and con¬ 
siders the change of classification. This method shows that a change of classification 
is always considered by the committee, and cases are taken up in the order in which 
they arc presented for consideration. Referring to an application by the Armour 
Company, of Kansas City, for a change in the classification of butterine, he said that 
the proposition advanced by the company to have this listed in a lower class should 
not be entertained, merely because it would be less expensive to the company to 
furnish their own ice in the transportation of it in small lots. (668-672.) 

. Mr. I.asglsy says that prior to the enactment of the interstate-commerce law each 
individual railway line made its own freight classification. He thinks there were 138 
classifications. After that law went into effect it was found that in applying these 
classifications to the scale of rates then in force the long and short haul clauso was 
violated. The roads then held a convention and attempted to adopt a uniform classi¬ 
fication. That was found to be inexpedient, and the United States was then arbi¬ 
trary divided into three classification divisions. The territory from New York to 
Chicago and north of the Ohio River is known as the Official or Trunk Line terri¬ 
tory; east of the Mississippi and south of the Ohio is the Southern territory; west of 
Chicago is the Western territory. Three classification committees, one for each ter- 
ntory, arranged a classification of freight for their respective territories, and there 
httle complaint from 1887 up to January i, 1900. (860.) 

Mr. .Langley testifies that the railroads have two systems of making rates. One of 
them is styled the “Commodity rates,” which covers traffic that moves in bulk- 
such as grain, flour, and various other products. In the effort to systematize traffic 
lnmigcelianeous merchandise the railways (under the Official Classification) have 
arranged 6 classes of freight rates. Under these 6 classes they arrange the separate 
items, some 3,000 m number. (861.) y 

Mr. GaiswohD. general freight and passenger agent of the Western Maryland Bail- 
road, says that there is no absolute rule for the division of territory for the purposes 
bllt the Southern territory generally takes the Southern dassS- 
i emtor ? embracing New England and the Middle States takes the Official 
™ <l there is another classification in the trans-Mississippi territory. 
Sf^f’^^bleitifferences between the Southern and the Official classifies!. 
roZilii ld Gr r° d i.' hmke th * e ®° u,he ™ >! ™ tbe whole the higher and the more 
SSI i? maklD * * ra ‘? ^n 1 Official territory into Southern the Official 

ti!ras to othe? e ™7,m 8 to 6 ?3 r r n S ° Uthem "* the 8 ° athem Cla “ ifica - 

-J d n r ;ij ri ,™ 0 ' d that many of the rpads-as, for instance, his own-are not rep¬ 
resented upon any classification committee. He, however, always receives notice 
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when a revision is proposed, and he supposes that other traffic managers do. Ship¬ 
pers also are free to make suggestions, and do make them, either directly or through 
railroad officers. (618.) 

2. Southern Classification.— Mr. McGovern states that the Southern Classification 
Committee was organized April 15, 1890, its object being the establishment of uni¬ 
form freight classification and to aid in executing the laws affecting commerce. Its 
membership is composed of 42 transportation companies operating in the territory 
south of the Ohio and Potomac rivers and east of the Mississippi River, together with 
the steamship companies engaged in coastwise transportation to and from the ports 
of that section. Some of the steamship companies are more or less affiliated with 
some of the railway companies in the association, and unless their officers are the 
same as of the railway companies they are given a vote in the association. 

The articles of the association provide for a subcommittee of 15 members, two- 
thirds of whom are necessary for a quorum, whose duty it is to consider the classifi¬ 
cation of freight, whether submitted by the chairman or by shippers, or in the shape 
of complaints from shippers, and to recommend to the full committee. If tne 
recommendation is concurred in by the general committee, the chairman publishes 
it and it becomes the official issue of all the members of the association. They have 
a general notice on file with the Interstate Commerce Commission to that effect. If 
any line does not care to accept, it will give notice to the committee and file that 
notice with the Interstate Commerce Commission. The committee does not even 
undertake to enforce the application of the classification after it is once published. 
A five-sixth vote is necessary to establish or to change a classification. The repre¬ 
sentatives composing the general committee are the traffic managers, traffic officials, 
general freight agents, etc., of the various transportation companies ot the association. 

The Southern Classification Committee, continues the witness, has no financial 
functions. Its expenses are divided on the mileage basis. The need of such a com¬ 
mittee had been recognized for many years prior to its organization. .Similar com¬ 
mittees had been in existence in the territory and in the Western Classification 
territory for many years, and their value haa been demonstrated. (652,653,654, 
655.) 

For discussion of recent changes made by the Southern Classification Committee, 
and of their effect on rates, see p. lxxiv. 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that the 
Southern Classification was, in its origin, a compromise measure between all the 
roads in that territory, and replaced their individual classifications. When it was 
adopted some were exceedingly anxious to base it on the Official Classification, which 
contained only 4 classes. It was found that these would not fit the Southern con¬ 
ditions. It would put some things in the fourth class that would not stand fourth-class 
rates. Lower classes had to be established. An increasing number of commodity 
rates have also been introduced. Moreover, there were State classifications within 
the limits of the particular States, and the witness thinks many of these are still in 
existence. (632,633.) 

Mr. Guillaudeu, president of the Old Dominion Steamship Company, states that 
that company does not get the same amount for transporting through freight from 
New York to Norfolk and Richmond, destined for the West, as on goods destined for 
the South. The distinction is brought about largely by the different classifications. 
The Southern Classification ruriB lower than the Trunk Line Classification. The 
Southern rate scale is higher because of the vast difference in the tonnage moved as 
between the East and the West and the East and the South, and because of the greater 
number of competitors of all kinds in the Western business. (446.) 

3. State classification in the Southern States.— Mr. Langley says that a peculiar condi¬ 
tion iii respect to Southern territory is that the Southern Classification governs on 
interstate traffic all through that territory, but the various States, through the State 
railroad commissions, do not recognize that classification in intrastate traffic. The 
result of this is that a merchant, for instance, in Mississippi can buy his supplies on 
the basis of what is known as the Southern Classification and distribute in his State 
on a much lower basis of classification, whereas an outside merchant shipping to the 
point in that State is governed solely by the Southern Classification, which is about 
30 per cent higher than the Mississippi Classification. (863-864.) 

4. Commodity rates—Mr. Griswold says that a commodity rate is generally a 
special rate made on such articles as lumber, coal, and pig iron, which could not be 
moved in large quantities at class rates. It is true, however, that commodity rates 
are sometimes named on other kinds of goods as a means of making cuts. There are 
a great many commodity rates in existence, but far less than some years aro. (617.) 

Mr. McGovern testifies that commodity rates are not in the nature of aiscrimina- 
tions, but are supposed to be to the advantage both of the shipper and of the carrier. 
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In making such rates the classification is not reduced all over the classification terri¬ 
tory. Usually each railroad makes its own commodity rates. They are established 
where the particular commodity is actually shipped most. Any person enraged in 
shipping a particular article or line of goods subject to such a rate would be given 
the reduced rate. There is no discrimination. The practice seems fair and sensible 
and is a pure business proposition. Commodity rates stimulate the particular busi¬ 
ness and are very beneficial to a community starting a new manufacturing business, 
for instance, as they are somewhat in the nature of protection to those interests. 
Commodity rates would apply to all alike who are engaged in the same particular 
line of trade in the territory. One idea in the making of commodity rates was to 
build up the iron business of the South. Lower rates were made on northbound pig 
iron than on manufactured iron articles coming into the Southern territory. The 
practice is precisely like that of a man with a stock of goods selling some of them at 
5 per cent profit, some at 10 per cent, and others at, say, from 40 to 50 per cent profit. 
Commodity rates are remunerative to the railroads as additional business for increas¬ 
ing the traffic. The making of a competitive freight rate is subject to precisely the 
same conditions as the price of the thing unshipped. The maker and the carrier join 
in the partnership ana both are helped and nobody is hurt except some one outside 
of the classification territory who is engaged in the same kind of business. Such 
rates are usually applied to new articles of manufacture. The cotton rates from the 
South are in some cases higher than the rates on the factory products. These are 
arranged so as to stimulate the cotton manufactures of the South. There may be an 
element of injustice in this to the cotton grower, but it is a simple business proposition. 
(674-676.) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that when 
the Southern Classification was established it was necessary to give commodity rates 
to certain Western products which could not bear the class rates. From time to time 
commodity rates were claimed for many other things, until the number, which had 
been a half dozen at first, was too large to be covered by the alphabet. New ones 
have continued to be introduced since Mr. Talcott was actively connected with the 
matter 10 years ago. (632, 633.) 

Western commodity rates.— Mr. Stubbs, of the Southern Pacific Company, believes 
that the Western Classification of freight is as satisfactory as a compromise between 
the views of many different railroads and shipping interests makes possible. If each 
road could make its own classification there would be many changes. There never 
can be any classification which will preclude the necessity of special commodity 
rates. As the scope of a general classification increases the number of such special 
rates must also increase. The Western Classification may not provide a satisfactory 
rate for some commodity which is of great importance to some particular road, though 
of miuor importance to the other roads, and it must accordingly make a commodity 
rate. 

Mr. Stubbs asserts further that practically all of the transcontinental freight is 
carried on commodity tariffs under the controlling influence of sea competition. Sea 
carriers actually classify freight much more than the railroads. They take freight 
on the basis of both weight and measurement, and especially where the rate is based 
on measurement its proportion to the value of the commodity varies greatly. More¬ 
over, the requirement oi insurance on sea cargoes acts virtually as a means of classi¬ 
fying rates. The rates therefore are different for almost every article, and the rail 
carriers must make commodity rates to correspond. These commodity rates are 
made by the transcontinental carriers in conference and are practically the same on 
all of the railroads as regards transcontinental business. (763.) 

5. Changes of classification.—Mr. McGovern says that when changes of classification 
are made, 10 days’ public notice in case of an advance and 3 days’ notice in case 
of reduction is always given. Classifications must change very many times to meet 
commercial conditions, and while they may interfere with contracts theretofore made 
between merchants, it is found impossible, even with the greatest effort, to accom¬ 
modate all the changes to all the trade conditions. Sometimes a notice of 20 days 

is given of any contemplated change. (668.) 

6. Discrimination by means of damfimtion.—Mr. Langley testifies that by the 
advance in the classifications made by the several classification committees in 1900 
tne merchandise traffic, which moves in smaller volume than what are known as 
commodities, such as flour, coal, grain, and articles of a similar nature that move in 
carloads, is forced to pay a higher scale of rates, and thus is taxed more heavily than 
the commodity traffic. He thinks this is not equitable, because if the railroads 
desired to increase their revenue, or if there was any necessity for the increase of 
revenue, the increased tariff should be levied on all traffic alike. (870.) 

I he protest of the Merchants' Association is not primarily that freight rates have 
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been advanced, but that they have been unequally advanced in a way that adds 
burdens to the small man and the small shipper. Under this indirect method of 
raising freight rates the small man always gets the worst of it. He believes that the 
classification for the country at forge or for the different sections of the country ought 
to be drawn up by a representative body, including representation of the shippers 
and of the railroads, and with publicity in the conferences. (867.) 

Mr. McGovebx refers especially to the item of coffee, which was advanced in classi¬ 
fication by the Southern Classification Committee, and says that, protests having 
been made, the roasted coffee was reduced, while the green remained in the advanced 
classification. The result of this was to benefit the roasted-coffee interests. The 
witness savs that in checking over the official classification he noticed that a good 
many of the items that were under the control of the industrial combinations or 
trusts were not advanced at all. These changes in the classification whereby the 
trust articles were not advanced were discriminations in favor of the trust interests. 
(865-800.) 

7. Clmtrijkoiimi inspectors (see also Underclassification, p. cm).— Mr. Langley says 
that the inspectors employed by the classification committees have arbitrary power 
and have the right to open a shipment and look through it and classify it in’accord¬ 
ance with their classification rules. He thinks that many times they are bribed by 
the large shippers, but says, of course, there is no way to prove this, and believes 
also that sometimes the shippers in New York are instructed to misclassify freight 
and thereby get a lower rate. He does not know definitely of any case of venality 
on the part of any inspector, but says “it is one of these thingB that everybody 
knows.’’ The inspectors are employed by the railroad associations in each respec¬ 
tive classification territory. It is generally understood among merchants that their 
packages of goods are subject to be opened by the inspectors, although there is no 
contract in the bill of lading authorizing the railroad companies to do so. 

There is a practice, but it is not general, among merchants to ship in a lower 
classification than the goods should honestly go into. The railroads keep records of 
cases in misclassification, and the inspectors know just where to put their hands on 
parties who are given to that sort of thing. Section 10 of the interstate-commerce 
act, however, provides a penalty for misclassification, but savs nothing about inspec¬ 
tion. There is great difficulty in correctly grouping various kinds of merchandise or 
articles in a way that will correspond with the classification as promulgated, espe¬ 
cially in the case of hardware. It requires a man quite expert and the paeker must 
have a high degree of intelligence to analyze the classification and comply with it in 
a good many instances. The inspectors are supposed to be expert in classes of goods 
and familiar with the classification'and the grouping of various articles into one 
shipment. Their actions are at times complained of, however. (867-808.) 

8. Packing of goods—Minimum weight, etc.—Mr. Langley says that it is a matter of 
convenience among merchants to put a considerable variety of goods into a single 
packing case sometimes, and they do so in order to comply with the rule that the 
classification committees have established that no single package or small lot of 
freight of one class will be taken at less than 100 pounds at first-class rate, and in no 
case will the charge for a single consignment be less than 25 cents. He thinks it would 
be a protection to the merchants and some aid to the inspectors if an invoice accom¬ 
panied the bill of lading. In some of the Southern centers there are jobbers who job 
in a number of different commodities at the same time, but they do not have any 
special advantage over Northern jobbers in that respect, because the railroads have a 
rule as follows, viz: 

“Shipments of property combined into packages by forwarding agents claiming to 
act as snippers will only be taken when the names of individuals and final consignees, 
as well as the character and contents of each package are declared to the receiving 
agents, and such property will be waybilled as separate consignments and freight 
charged accordingly.’ 1 

The local jobber, however, may have a slight advantage over the New York jobber 
in combining into packages several small shipments, not violating the rule that no 
package shall contain more than 100 pounds, because the New York shipper dealing 
in only one line of commodities could not afiord to ship directly to the small country 
store. (889.) 

Mr. McGovebn says further that there is a complaint about the regulations as to 
the style of package, and as to the make-up of freight in different classifications. 
The Southern classification has a clause to this effect, viz: 

“Property presented to carriers packed in so-called boxes or cases made from 
strawboard, leather board, wood-pulp fiber, wire-split wood, and other analogous 
materials included in wooden frames, will be charged 10 per cent higher than the 
classification provided for Bucb property in boxes or cases.” 
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The reason given by the roads for this rule is that the railroad loses the freight on 
the extra weight of a wooden box, and to equalize matters they make a discnmina- 
tion of 10 per cent on all freight shipped in the lighter boxes. In hardware there 
are instances in which they charge a higher rate for goods packed in boxes than in 
barrels. Their explanation of this is that the shippers will put hardware in boxes, 
and if it is a high-class hardware they will call it low-class hardware and thereby get 
a lower rate of freight. (876-877.) 

9. The cotton jriece-goods schedule.— Mr. Langley testifies that dry goods are in the 
first class in all three of the classification territories. Whatare known as cotton piece 
goods, which are supposed to be goods made exclusively of cotton, are in a lower class. 
The Merchants’ Association of New York endeavored to have the classification of cot¬ 
ton piece goods simplified, and presented an argument in favor of it. The official 
classification committee simplified it by advancing it from the third to an intermedi¬ 
ate class, 15 per cent less than the second class. The Southern schedule of cotton piece 
goods includes about 35 different articles made wholly of cotton. As a matter of fact, 
most of these terms are technical trade names. Into these 35 terms between 2,000 
and 3,000 different styles of goods made of cotton are endeavored to be condensed. 
There is some new name attached to some product of cotton every year to make it 
attractive, and it is difficult to tell how to classify such article. When a shipment is 
made, although it may be cotton piece goods really, the inspectors who are main¬ 
tained by the Southern classification committee will use their own judgment as to 
whether the goods in that shipment should be included under these 35 terms. If it 
should seem to the inspector that these goods do not come under any of those 35 
terms, the shipment, instead of going forward to the fifth class, would be advanced 
to the first class. The witness says that if there is a shipment of cheviots and there 
is room in the box in which they are packed for a quantity of dry goods made partly 
of wool, which is firstclass, the inspector will raise the entire shipment up to first class, 
even though 75 per cent of it was cotton piece goods. The aavanco m the freight 
rate by this process would be contingent upon the distance transported, l)eing less 
for a snort distance than for a longer. The witness does not think that after a classi¬ 
fication has been made by experts in the business it should lie disturbed. (866,867.) 

10. Uniformity in dimijicationadvocated. —Mr. Bacon, of the Michigan Alkali Com¬ 
pany, complains of the lack of uniformity under the Official Classification in the 
N<irthern States and the Western and Southern classifications. The various products 
of his company—caustic soda, soda ash, and bicarbonate of soda—all take trie same 
classification in the Northern States, but as soon as the Ohio or Mississippi River is 
crossed these products each come under a different class, and there is great confusion. 
There is no justice, Mr. Bacon declares, in charging a rate of 54 cents on caustic soda 
from Wyandotte, Mich., to Atlanta, when the rate on soda ash is only 36 cents. In 
the Northern States these products all fall in the sixth class, while in the Southern 
States they go in either the fourth or fifth usually. The result of this lack of uni¬ 
formity is an inability on the part of the producers to calculate as to what the freight 
rate will be and to make their contracts accordingly. Goods arc started out under 
one classification and may pass through one or two others. The manufacturer who 
has a rush order may not be able to learn for a week what the rates will be. He 
does not know how to make contracts, being unable to calculate the freight rates; 
and the more so because the rates under each classification are subject to change 
without reasonable notice. (73,74,81,82.) 

Mr. Bacon, in view of his experience as to the disadvantages of lack of uniformity 
in freight rates, declares that there should be a uniform classification throughout the 
country. This should be prepared by a single traffic association, and should be sub¬ 
ject to the control of the Interstate Commerce Commission. As a more definite 
method of adopting such a classification, the witness suggests that there should be an 
organization consisting of six railroad men and six business men. The railroad men 
should be selected by the railroad companies, and should represent the different sec¬ 
tions of the country. The business men should be appointed by the Interstate Com¬ 
merce Commission, and should represent the six leading classifications of freight. 
The witness thinks that lawyers would not be required on the board. He recognizes 
that the making of classifications is a very intricate matter. The argument made by 
the railroad companies in favor of the maintenance of several traffic associations and 
several clarifications is that railroad officials in one section are not familiar with the 
conditions in other sections. But a body organized as suggested would be represent¬ 
ative of all sections. 

This body should fix rates to take effect January 1, and to remain in effect without 
change for at least one year. The witness believes that it would be practicable to 
retain rates thus unchanged. The work of this traffic association should be subject 
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to the supervision of the Interstate Commerce Commission, although that body by 
itself would doubtless find it a physical impossibility to make classifications and 
establish rates for the entire country. 

Mr. Bacon is inclined to think also that freight rates upon a uniform classification 
should be uniform for the different sections of the country. The same commission or 
association which determines classification should fix rates and keep them unchanged 
throughout the vear. It might possibly be necessary to make some differences in 
rates on particular commodities in different sections of the country, but the witness 
jtielieves that if rail rates were made alike in all sections, every section would build 
up rapidly, manufactures would l>e established where now excluded by high freight 
rates, and the railroads would soon find business profitable everywhere. 

Mr. Bacon thinks there might be some advantage in having the classifications and 
rates proposed in the first instance by the leading railroad companies, and equalized 
and adjusted by such an association as he suggests. 

The witness declares further that he has seen no evidence of an increasing tendency 
on the part of the railroads themselves to establish unifonn rates. They need to be 
made to do it; moreover, the parties in interest will adjust rates for their own advan¬ 
tage, while the Government would be impartial if it took up the matter. (74,76, 
82-84.) 

Mr. Wilson, of the Cincinnati Board of Trade, declares that the freight classifica¬ 
tions made by our railroads should lie made uniform as far as possible. This can 
not be done absolutely at once, but a uniform base classification ought to be put into 
effect, with such flexibility as commercial circumstances require. The power which 
establishes classification should have the right to make modifications upon proper 
representations. Cincinnati lies on the boundary of the three great classifications, 
very much to the inconvenience of the shippers, who must take into consideration 
all the time into what classification the goods are to lie shipped. No possible benefit 
could be obtained in intrusting the Interstate Commerce Commission with any 
greater power over classification matters. (698.) 

Mr. McGovern, of the Southern Classification Committee, thinks that a uniform 
classification is not altogether impossible, but that it would be impracticable and that 
its value has been overestimated. The attempt to bring about an agreement as 
between the existing three classification systems would result in a modification of 
the number of classes. Cotton-factory products, for example, are first class in West¬ 
ern territory, third class in Official territory, and fifth class in Southern territory. 
Existing freight rates should not be violently disturbed. Neither classification terri¬ 
tory would lie willing to change entirely to the classification in any other territory, 
and a new class would probably have to be established as a compromise. It is proper 
that cotton-factory products should lie placed in different classes in different sections 
of the country. In Western territory cotton products are consumed only, not man¬ 
ufactured. There is no question of encouraging the development of factories. In 
tho Official territory cotton goods are produced, but the business is firmly established. 
In Southern territory cotton mills are just starting, and the goods were put in a low 
class to set the business on its feet. When the conditions as to the density of traffic 
become similar in each great territory the system of classification will gradually level 
itself up and tend to harmony. 

Mr. McGovern does not think that the establishment of a uniform classification 
would materially simplify the transportation of goods from one section of the coun¬ 
try to another. It is true that in crossing the boundaries of the classification terri¬ 
tories the basis of rates is changed and combination rates have to be made. In many 
instances there are definite through rates based on one of the classifications only,, 
even where goods pass from the territory of one classificatian to that of another. 
(677, 678.) 

Mr. Wheeler, representing the San Francisco Board of Trade, says that no freight 
classification or tariff was ever constructed which was wholly consistent. Shippers! 
have constantly to call the attention of the railroads to inconsistencies and to try to> 
secure their correction. 

This witness believes that a national classification of freight should be established, 
with, however, permission to the railroads in particular localities to make suggestions! 
and to establish commodity rates. It is justifiable that there should be special rates 
in view of the varying conditions in different sections. The tariffs in the South must 
take into accoimt the transportation of cotton, and of coal, iron, and steel from the 
Alabama district. The eastern Official Classification must take into view the special 
classes of traffic which are most important in those sections. As it is under the three 
existing classifications, each railroad makes many special commodity rates according 
to conditions, and this could be done just as well under the national classification. 
As particular evidence of the importance of commodity tariffs, the witness speaks of 
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the rates on transcontinental traffic which are practically all, he asserts, commodity 
rates differing from those of the Western classification. “The exceptions are the 
whole thing.’’ The railroads are forced to make these commodity rates in order to 
meet sea competition. (749.) 

11 . Impractibility of uniform classification. —Mr. Stubbs, of the Southern Pacific Com¬ 
pany, thinks that the present system of three classifications—the Official, the South¬ 
ern, and the Western—goes as far toward uniformity as is practicable. Commodity 
rates must be made in many cases even under the present classifications, and the rail¬ 
roads have had to make considerable concessions in order to agree as far as they have. 
If a national classification were attempted the number of concessions would be mul¬ 
tiplied, and often the result would be an injury to the public quite as much as to the 
carriers. An increase in the scope of classification would also force an increase in the 
number of commodity rates which would practically make the uniformity of no sig¬ 
nificance. By multiplying the differences m conditions through an attempt to secure 
a single classification, the need for commodity rates would evidently tie increased. 
The witness thinks, moreover, that a uniform classification would tie of no import¬ 
ance, because classification does not make rates. The rates could be made to differ, 
according to conditions, whatever the classification. The whole idea of uniform 
classification is a snare with which to fool the public. (766,767.) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, does not consider 
that the conditions admit of a uniform classification for the whole country. The 
interests of the roads in a region where a particular commodity is produced will 
often lead them to give it a much lower rate than roads in other regions could afford 
to give it. For instance, the Florida railroads would put oranges in a lower classifi¬ 
cation than they would be given in Virginia, where they are not raised. Again, in 
the South, where they are endeavoring to encourage 'manufacturing, commodity 
rates are made for manufactures which would put them in a very low class, though 
the Official Cclassification puts them in the first class. (633.) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, says that there would be very great advantage in a uniform classification of 
freight. There have been many attempts to bring it about, but so far the difficulty 
has seemed insurmountable. The Official Classification was the result of an attempt 
to secure uniformity. C«(editions are better now with 3 classifications than they were 
some years ago with 10 or 15. There is no marked tendency toward uniformity 
lietween the classifications that now exist. The difficulty seems to be that different 
sections require different classifications on account of the volume of traffic in differ¬ 
ent commodities. A railroad which has a large business in a certain article can 
afford to handle it cheaper than a road in another section which handles only a little 
of it. (617,619.) 

Mr. Greene, oi the Audit Company of New York, thinks that the tendency toward 
consolidation of railroads will favor increasing uniformity of classification, but that 
the difficulty of absolute uniformity is great on account of the difference in conditions 
in different sections. Classification is only another method of fixing rates. Cotton 
goods, under stress of circumstances, may properly be carried at one rate from New 
York and another rate from Atlanta. (485,486.) 

Mr. Langley says that uniform classification is a good thing, but he does not 
believe it practicable. The official classification is made to correspond with the 
scale of rates based on the rate from New York to Chicago as follows, viz: First class, 
75 cents; second class, 65 cents; third class, 50 cents; fourth class, 35 cents; fifth class, 
30 cents, and sixth class, 25 cents. 

From New York to Atlanta, which is practically the same distance as from New 
York to Chicago, the first-class rate is $1.14; second class, 98 cents; third class, 86 
cents; fourth class, 73 cents; fifth class, 60 cents, and sixth class, 49 cents. 

There are 3 classes of rates in the Southern territory higher than the highest class 
for similar service in the official territory. The Southern territory has always had 
an exceedingly high scale of freight rates. The railway facilities in the South are 
far inferior to those in the North. Recently there has' been a great improvement 
generally throughout the South in railways, but that section is not up to the standard 
yet. One cause, perhaps, of the higher freight rates in the South is that the return 
traffic from the South moving North is quite light, except in the case of cotton, but 
still a great part of the cottoh crop is shipped abroad and never comes North. (864.) 

12. Freight classifications and through billing.—Mr. Nicholson, of the Central Rail¬ 
way Clearing House, testifies that the difference in freight classifications in force in 
different parts of the country involve a great deal of labor in billing the goods. The 
great bulk of the clearing-house traffic is on the Official Classification. The question 
of obviating the difficulties of the different classifications has been argued by the 
traffic officials between the East and the West for many years, but nothing has’been 



xc 


INDUSTRIAL COMMISSION!—TRANSPORTATION. 


accomplished. In some sections of the country where a large class of particular 
freight is moved it would be to their advantage to have a lower classification than that 
prevailing elsewhere. 

Mr. Nicholson says that there are many commodity classes, but that this does not 
embarrass the clearing house in the making of decisions. (726,727.) 

13. Clarification of freight by Interstate Commerce Commission.— Mr. Ghiswold, general 
freight and passenger agent of the Western Maryland Railroad, thinks that to give 
the Interstate Commerce Commission supervision over freight classification would be 
to give supervision over the work of experts to inexperienced persons. While it 
would lie possible for the railroads to arrange a classification so as to favor certain 
interests, he does not think it likely to be done in practice, because those who pre¬ 
pare the classification represent so many different interests. (618.) 

D. Export and Import rates.— 1. Generally .—Professor Ripley says that the 
Interstate Commerce Commission has held that it is not in accord with public policy 
that the freight rate from Chicago to Liverpool should be less for the entire haul than 
the rate from Chicago to the local consumer at Boston or some intermediate point. 
The Supreme Court of the United States, however, has supported the practice of the 
railroads in making low export and import rates, and in the case of the Texas and 
Pacific railroad decided that the railroad was justified in making a lower rate from 
New Orleans to Ban Francisco on goods which had come to New Orleans from Liv¬ 
erpool by water than it made upou goods shipped from New Orleans as the starting 
point. The grounds of the decision were that fhe rate from New Orleans to Ban Fran¬ 
cisco by land must meet the competitive rate by water, and that the rate from Liv¬ 
erpool to Ban Francisco via New Orleans must meet the straight water rate from 
Liverpool to San Francisco. The minimum figure in either case was to be determined 
by the conditions of competition. In one particular ease the discrimination against 
New Orleans was from 50 to 200 per cent. In another ease the domestic rate from 
New Orleans to San Francisco was $2.88 per hundredweight, while the total rate on 
imported goods from Liverpool to San Francisco via New Orleans was $1.07 per hun¬ 
dred, the Texas and Pacific road getting only its proportional amount of that $1.07. 
Tin plate was also carried from Swansea to Liverpool, thence to New York and to 
Chicago, via Pittsburg, at a total charge less than the published rate from Pittsburg 
to Chicago. The existence of low export rates to the Pacific on cotton goods from 
New England manufacturers to the Orient is essential to the manufacturers in order 
to keep them on a par with manufacturers who can send the entire way by water. 
Low export rates concern the consumer in this country and low import rates concern 
the producer. In some cases the low import rates might nullify protective duties. 

Export and import rates have a bearing upon the matter of personal discrimina¬ 
tion. A shipper from some western point may send goods on an export through 
bill, and consequently at a lower rate, but include in that, shipment goods destined 
for local delivery in New York. Goods meant for New York would be removed at 
that point. The shipper would be getting the advantage of the low export rates on 
goods intended for local traffic and would avoid the rule adopted by the Eastern 
Trunk Line Association freight committee, which provides that when any local goods 
are shipped in the car with export freight, less than carload rates must be charged. 
(299,301.) 

Mr. Langley, of the Merchants’ Association of New York, testifies that on flour, 
from "Minneapolis to Liverpool, the inland rate is 2 cento per hundred pounds less 
from Minneapolis to New York than it would be on a shipment of flour to be deliv¬ 
ered at New York and consumed there. With the exception of two of the Western 
mills, all the mills at Minneapolis, Duluth, and West Superior are consolidated. His 
own opinion, however, is that a trust as applied to the manufacture of flour is imprac¬ 
ticable. The witness says that the effect of making excessively low rates on wheat 
shipped abroad works in favor of the foreign miller as against the home miller. 

There are also import rates from foreign ports to interior American points lower 
than from our own trade and manufacturing centers to those points. This is unjust, 
although it is proper to favor long hauls relatively. It would seem proper that the 
rate from Liverpool to Chicago shall be almost as cheap as the rate from Liverpool to 
New York. The inland rate has a greater influence over the through rate than the 
sea rate. It is possible that jobbing merchants in Chicago can, on a low through 
import rate, resnip their commodities and compete in territory which otherwise 
would be tributary to New York. Marshall Field & Co., of New York, can sell, in 
territory within 50 miles of New York, the same kind of goods bought in the same 
market in which the New York jobber buys. The only way that this can be accounted 
for is that that firm must receive some advantage in the matter of the through rate. 
(870-871.) 
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Mr Thomas, of the Erie Railroad, thinks that the practice of making rates on 
exported products lower than those on products used at home is justifiable on accoimt 
of the necessity of meeting the competition of the world in foreign markets. The 
practice does not constitute a discrimination against domestic producers, indeed it 
increases the volume of business of the railroads, so that they are enabled to make 
lower rates for domestic shipments. In the case of the low rates on export wheat, the 
millers get lower rates on flour than they would if the export rates were not low. It 
certainly is to the interest of this country and of the railroads to have the grain 
ground here if possible. Another reason for making the rates on grain lower than 
those on flour is that grain is much more cheaply handled. It loads and unloads 
itself. The witness thinks, however, that even if the loading and unlottoing were 
done by the shipper, grain products would and should bear a higher rate than grain. 

^Mr! Greene, of the Audit Company of New York, says that the practice of the 
railroads in making lower rates on goods for export than for goods used in this coun¬ 
try is part of the same policy which frequently leads manufacturers to sell goods 
abroad at lower prices than in this country. Both practices are justifiable. The 
enormous energy of the American people sometimes leads them beyond the line of 
prudence in the production of wealth. Only an exportation of the surplus produc¬ 
tion can avert hard times. Otherwise, men must be discharged and business cut 
down. Few people realize the importance of export trade in its relation to the pros¬ 
perity of the country. In order to facilitate sucn exports low freight rates and low 
prices on goods going abroad are entirely justifiable, and tend to benefit the entire 
business ot the country. The cheap export rates on the railroads are a powerful 
instrumentality in keeping the balance of trade in favor of the United States. (484, 
485 487.) 

2. Exports and freight rates. —Mr. Markham, of the Illinois Central, says that the 
exports per annum from the United States amount to over 2,000,000,000 pounds of 
provisions, 500,000,000 bushels of breadstuff*, and 7,000,000 bales of cotton; that 
notwithstanding the greater part of these products is raised much nearer the Gulf 
ports than the Atlantic ports, only a small percentage of them find an outlet via the 
Gulf ports. With a reduction of the river rate, the rates on the Southern railroads 
would lie correspondingly reduced, and that reduction would necessarily reduce the 
rates on the Atlantic seaboard lines. (431.) 

3. Pittsburg export rates— Mr. Anderson, secretary of the Chamber of Commerce of 
Pittsburg, says that the freight rate on steel rails from Pittsburg to New York at the 
time of his testimony was $2.80 a gross ton, and that rails could at that time be 
slopped from Pittsburg to Liverpool at about $4.25 a gross ton. (843.) 

4. Import freight rates— Mr. Gbiine, of the Audit Company of New York, thinks that 
goods are sometimes shipped from foreign countries to interior points in the United 
States at even less than the prevailing rate from New York City to those interior 
points. The railroads consider such a policy justifiable on account of competition 
and in order that they may get the traffic at all. Thus railroads will receive goods 
from Liverpool and carry them from Chicago to New York for low rates in order 
that they may get the business. The ethical question as to the justice of such special 
rates is a difficult one, but the witness thinks on the whole that they tend ultimately 
to bring down domestic rates as well. (485.) 

5. Import rates on transcontinental business. —(See also Canadian Paeiffc differentials, 
p. lxxxi) .—Mr. Stubbs, of the Southern Pacific Company, says that there is no regular 
system of making import rates from San Francisco and Pacific coast points to the 
East on goods coming from the Orient. “Itigagoasyou please." The steamships 
take freight at whatever rates they can from Asiatic ports to American cities, andtne 
railroads accept their agreed proportion of the total rate whatever it may be. There 
are no published tariffs and no agreements between railroads which are enforceable. 
The witness further asserts that San Francisco has no reason to complain that it is 
robbed of business by means of these low, through import rates. It is true that rates 
from oriental ports to Chicago and New York through San Francisco havesometimee 
tieen lower than rates to San Francisco itself. But the import business of the country, 
except for the Pacific coast States themselves, was originally centered in the hands 
of houses at the Atlantic seaboard, and it is hard to change toe practice. When the 
immediate-transportation act was passed, which allows imported goods to go to inte¬ 
rior points under bond and to pay duties there, many interior cities began to do their 
own import business, but San Francisco of course gained no advantage from tois change. 

As a matter of fact, continues Mr. Stubbs, toe controlling factor in the import rates 
on Asiatic commodities is water transportation by toe Suez Canal, toe Isthmus of 
Panama, and Cape Horn. The business went originally entirely by these routes, and 
the railroads were forced, if they were to take any traffic at all, to meet their rates. 
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Naturally the import rates which were made were lower than the rates on domestic 
duties, while the steamers from the Orient to San Francisco also made lower rates for 
goods going to the Eastern cities than for those going to San Francisco. 

The witness doubts whether there is much profit to the railroad companies in the 
import traffic which they carry at these low rates. He adds, however, that all rail¬ 
roads are forced to take some business which is subject to strong competition at rates 
which are not compensatory and which give little regard to the total cost of transpor¬ 
tation. Under these circumstances the carrier does not consider the numerous fixed 
charges, which do not vary whatever the volume of business. Moreover, about 75 per 
cent of ordinary operating expenses will be found to vary but little as the volume of 
business fluctuates. Accordingly the goods carried at very low rates may more than 
cover the additional cost which (tarrying them necessitates. The witness therefore 
does not think that railroads have actually carried Asiatic business at a loss. lie says, 
further, that he does not suppose that the Eastern business of the Southern Pacific 
coming from Asiatic ports would exceed 12,000 tons, which is a very small proportion 
of the total business. (701.) 

Mr. Makkham, of the Illinois Central, states that the transcontinental rates on silks, 
teas, etc., is controlled considerably by rates of the Suez Canal and the Indian Ocean. 
(442.) 

E. Differential rates from the West to the Eastern cities.— Mr. 

Howes, of the Boston Chamber of Commerce, says that the export rates from Chicago 
and other Western points to Liverpool via Boston are the same as those via New 
York, but that the local eastbound rates on sixth-class traffic are 2 cents higher to 
Boston than to New York, the effect of which has been to deter the building up of 
a local grain business at Boston. While New York, Philadelphia, and Baltimore 
often have large quantities of spot wheat which can be shipped to any foreign port, 
as the exigencies of the trade may require, Boston does not have it. The contracts 
for grain passing through Boston to Liverpool are made at Chicago or beyond, and 
the shipments are made as through shipments, thus benefiting Boston very little. 
It has also prevented the building up of a tramp-steamship business and has confined 
the exports from Boston largely to England. Apart from this differential, the wit¬ 
ness is not prepared to say that Boston suffers any from the freight rates from the 
West. Theoretically, there is no reason why the local rates from Chicago to Boston 
should lie any higher than the through export rates. On a carload of 40,000 pounds 
the differential would be $8. The witness believes the rates are not always observed. 
The statement is made that a dealer who has a large shipment coming from Chicago 
can get a rate made temporarilv for that particular shipment. The railroad agent at 
Chicago will write a letter notifying the Interstate Commerce Commission that the 
railroad lias changed its rate, and then, 5 minutes afterwards, write another letter 
stating that it has been changed back to the old rate. Baltimore has a differential 
in its favor on shipments from the West, but its extensive exports are believed by 
Boston people to grow out of an additional cut in rates to that city. (701.) 

Mr. Langley says that, New York has suffered much from the competition of other 
trade centers, many of which have railway lines that are interested in building up 
those centers. New York has been discriminated against for 20 years in the scale 
of rates in force between the East and the West. Boston is in the same position. 
Beginning at Boston and running down to Newport News, there is in existence a dif¬ 
ferential scale of rates from Chicago of about 2 cents per hundred pounds. Baltimore 
gets flour from Minneapolis for about 5 cents a barrel loss than New York. In the 
opposite direction it costs New York more per hundred pounds for the shipment of 
merchandise than it costs Philadelphia and other cities south. This whole subject 
was agreed upon between the railroads about 20 years ago. The question was sub¬ 
mitted to arbitration at the instigation of the New York Central and the Pennsylva¬ 
nia roads, and a commission, consisting of Allen G. Thurman, ex-Senator Washburn, 
and Judge Cooley, was appointed to investigate the matter. The merchants of New 
York were at first opposed to the rates, but they afterwards concluded that the con¬ 
dition of things was forced upon the New York Central in order to protect its earn¬ 
ings, and they ceased to make any strenuous complaint about it. It was practically 
a blackmailing scheme forced upon the New York Central by the trunk lines farther 
south. __ __ . 

In the export business, however. Boston takes the same rate as New York, in order 
to be put upon the same basis. Tne only reason that can be assigned for the special 
advantage which Baltimore and Newport News have enjoyed under this arrangement 
is that it “ represents the price of peace as among the lines to the seaboard.’ The 
only remedy the witness suggests would be for the New York Central to break away 
from the agreement and insist that rates to and from the seaboard points to Chicago 
should be me same for all. He does not think there is any competition between the 
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trunk lines that would benefit New York. The roads that are parties to this agree¬ 
ment in reference to the differentials are all members of the Eastern Trunk Line 
Association, which also embraces the Norfolk and Western and the Chesapeake and 
Ohio roads. The decision of the arbitration committee may have been just at the 
time, but it was never intended to operate perpetually, and since the establishment 
in the Southern ports of regular lines between the United States and Europe, the 
New York trade has l>een greatly lessened on direct shipments. It is claimed that 
the terminal charges in New York have a great deal to do with the differential, but 
• the witness does not know much about that. Likewise the transfer charges in New 
York and Buffalo have some effect in diverting business to the Canadian lines. The 
general rule is as expressed in the maxim, that “ commerce follows the line of least 
resistance.” (872—874.) 

Mr. (tuiswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, states that the system of differentials between cities grew out of the competi¬ 
tion between railroads, and was first arranged by compromise and agreement on the 
basis of lower rates to the shorter lines; as, for instance, a lower rate from Chicago 
to Baltimore, for export traffic, than from Chicago to New York, liecause the distance 
is less. Of course a longer route from Chicago to Baltimore must necessarily make 
the same rate as the shorter. The facilities of a port in handling export traffic are 
also considered in arranging differentials. The port which has the worst facilities 
claims the lower rate. (612, 615, 616.) 

Mr. Griswold says that the present difference on export grain from Chicago between 
New York on the one hand and Baltimore on the other is 1£ cents a hundred. All 
differentials between seaboard points are absolute differences per hundred, and not 
percentage differences. (614,615.) 

On westbound traffic Baltimore has a differential as compared with New York 
which on merchandise ranges from 8 cents (first class) to 3 cents (sixth class.) Mr. 
Griswold does not know that this gives Baltimore a distinct advantage in the importa¬ 
tion of foreign prod ucts. New York has an advantage in the number of regular steam¬ 
ship lines, and also in the number of tramp steamers. The ocean rates might be so 
much lower than thoso to Baltimore as to offset the differential on the railroads; 
sometimes they are; generally, however, they are about the same. (620.) 

Mr. Griswola thinks that the giving of a greater differential to Newport News than 
to Baltimore has had some effect upon Baltimore traffic; but it is hard to say, because 
traffic is influenced by so many conditions. When the grain trade drops at a port 
everybody thinks that something has happened to draw business away; but the next 
year, under the same condition of rates, etc., the business may come back. Mr. Gris¬ 
wold thinks, however, that if the rates between New York and Chicago were brought 
down to a level with those between Baltimore and Chicago Baltimore business would 
be considerably injured. (615,623.) 

F. Carload rates (see also as to Pacific coast, p. cxvi).— 1. Generally. —Mr. 
Langlky, of the Merchants’ Association of New York, says that in making the classi¬ 
fication the roads have adopted what are known as the carload and less tnan carload 
rates. For instance, the roads will make a rate fora carload from New York to 
Chicago so low that the Chicago merchants will be able to distribute those goods from 
Chicago to a point many miles east toward New York, the carload rate and the local 
rate from Chicago east being less than the carload rate from New York to the inter¬ 
mediate point. The difference between the carload rate and the less than carload 
rate would not lie a discrimination if there was any fixed rule for the difference, but 
the classification committees observed no fixed rule. (861,863.) 

2. Southern Classification.— Mr. Langlky says that the Southern group of railways 
are interested in building up Southern territory to the exclusion of merchants else¬ 
where, and make a wide difference between the carload and less than carload rates, 
so that it is practically impossible for any outside merchant to make any sales what¬ 
ever in Southern territory. The effect is to exclude the foreign jobber. This wit¬ 
ness complains especially of the numerous increase in the difference between carload 
and part carload rates in the South. He declares that the railroads exercise a power 
frequently equivalent to taxation. Their actions are purely arbitrary and are gov¬ 
erned by their own consciences. Arguments may be presented before the classifica¬ 
tion committees, but there is no power which can be invoked to compel any change 
in the classification. (862.) 

Mr. McGovern testifies that the Southern Classification Committee has no fixed 
rule with reference to whether an article ought to take a carload rating or whether 
it ought to be any per cent less than the carload rating. No effort has been made 
to increase the number of carload ratings or to widen the distance between the 
carload and less than carload rating. The practice has been to limit the number of 
carload ratings to those articles which are ordinarily moved in carload lots. The 



xorv 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


Southern Classification has comparatively a smaller number of carload ratings than 
the Official and Western Classifications, The Southern Classification Committee has 
not attempted to prevent New York or Chicago or any long-haul market from doing 
business in the South by increasing the number of carload ratings so as to build up 
the interior Southern jobber, or for any other purpose whatsoever. The Atlanta 
jobber wants as low a carload rating as he can get. He desires that the carload rate 
from New York to Atlanta, plus the less than carload rate from Atlanta to any small 
town in the Atlanta territory, should approximate the through less-than-carload 
rate from New York to that town, while the far-off jobber as a rule wants no carload 
ratings at all. This is the issue in the case of the New York Merchants’ Association 
e. The Southern Hardware Jobbers’ Association. All rates for short distances are 
higher per mile than for the longer distances. It is possible in some instances (but 
there is no deliberate intention on the part of the Southern Classification Committee 
to that end), for goods to be shipped from New York to Atlanta and reshipped back 
150 to 200 miles toward Now York at a cheaper rate than they could be sent direct 
from New York to that destination. This fact sliows a wide difference between the 
carload and the less than carload rate. The witness does not recall any instances of 
this kind of rate, hut says that agricultural implements in carload lots are rated 
as sixth class, subject to a minimum of 20,000 pounds, whilo in small Jots some of 
them are first class and some second class; bo that a car could be shipped to Atlanta 
sixth class and then distributed on the first orBecond-dass rate out ana the distribu¬ 
tion could go a good distance before the through first or second-class rate on the 
part carload to the final destination from New York would ho equaled. Questions 
of this kind are not considered by the Classification Committee. Each case is taken 
up on its own merits, but it is not the policy on the part of tho committee to keep 
the through shipper from doing business in the South o.- to build up the interior 
jobber, or vice versa. If such policy were pursued by the committee i t would stamp 
out the coastwise trado of the Old Dominion Steamship Company and the other 
coastwise steamers, all of whom have representatives in the Southern Classification 
Committee. The Southern Classification Committee is making no effort to get into 
line with the policy of the Official and Western classifications on this point. If they 
are getting closer together, it is merely a coincidence. The witness believes that 
the question of minimum carload rates might he brought closer together in all three 
classifications, and thinks 12,000 is a proper minimum carload for all parts of the 
country. (862,663,665.) 

Mr. Markham states that the rates on the Illinois Central are not determined by 
the Southern classification committee, and it has rates for carload lots less than for 
part carloads. He thinks the lines within 100 miles of tho Mississippi River have 
carload and less than carload rates. Possibly the discrimination is greater now 
between carload and less than carload rates than it was 20 years ago, and the effect 
is to increase the carload business. (441.) 

2. Carload rata to Denver.—Hit. Griffith, representing the Denver Chamber of 
Commerce, Bays that he knows of no carload rates which are granted on shoes or other 
high-class commodities in shipments to Denver. There are carload rates from Chi¬ 
cago and other points to Montana which operate to the disadvantage of Denver. 
The witness presumes that there may be carload rates to Denver on some classes of 
articles. (855.) 

Paralleling of railroads and Its effect on rates.-Mr. Thomas, of 
the Erie Railroad, does not think that direct competition between parallel railroads 
is an advantage to the public. It increases the exjiense of transacting agiven amount 
of business. Thus the Nickel Plate and West Shore railroads weretailt parallel to 
the Lake Shore and the New York Central, which were abundantly able to trans¬ 
port all the traffic at the least possible cost. It would have been much more to the 
interests of the country to have the money invested in improvements on existing 
lines. The same is true of the Lehigh Valley and the Central Railroad of New Jer¬ 
sey. Either of these roads could do ail of the business of the other in some of the 
territory. Operation could be conducted more cheaply if all the business were car¬ 
ried by one fine. The witness has never known of an instance where the cost of 
transportation has been redurad without benefit ultimately going to the public. 
Legislation directed to preventing the building of parallel lines would be more desir¬ 
able than that restricting freight rates. Overcompetition is more dangerous than 
combination. At the same time Mr. Thomas thinks that there is an advantage in a 
certain degree of competition, especially between the trunk lines which can carry the 
same through traffic, but which do not parallel one another locally. There will 
always be competition between New York and Chicago. If one road fails to supply 
«juall^_ satisfactory passenger facilities, another road will take away its business. 

Construction of rum railroads to Pacific coast.—Mr. Stubbs, of the Southern Pacific 
Company, asserts that the extension of the Chicago, Burlington and Quincy Railroad 
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to the Pacific coast is not demanded by the volume of traffic. It would merely 
create a new capital for the community to support. He believes that in the long 
run the public nas to pay the charges of the construction of unnecessary railroads, 
and that there is already as much competition among transcontinental roads as they 
can possibly stand, none of them except the Northern Pacific now paying dividends. 
The proposition to extend the Union Pacific from Ogden to southern California may 
be viewed in the same way, and the witness does not know whether it will be even 
of benefit to the Union Pacific. (764, 765.) 

Mr. Wheeler, of the San Francisco Board of Trade, says that he does not know' 
authoritatively whether it is the intention of the Burlington Railroad to extend its 
system to the Pacific coast. In a general way it may be well for a section of the 
country to have as many railroads as possible, but tho witness is inclined to think 
that the building of new roads does not tend to lower freight rates, but merely 
makes one more to divide the receipts, so that there is even a disposition to increase 
the rates somewhat. (747.) 

Western Maryland Railroad. —Mr. Grtswold, general freight and passenger agent of 
the Western Maryland Railroad, says that his road has a line 87 miles long between 
Baltimore and Hagerstown; tho Baltimore and Ohio has one of 104 miles, and the 
Pennsylvania one of 158 miles. The rates on all three lines are the same, and the 
times of delivery are also about the same. Preference in shipment depends upon 
the location of the shipper and the receiver, terminal facilities, etc. The whole busi¬ 
ness of the section could bo handled by one road. Each road reaches other points, 
however, which the others do not reach, so that it is not a useless paralleling. (816, 
622.) 

II. §ub*ldiary traffic organization*—Private car*, etc.—1. Fast- 

freight lines.-— Mr. Nicholson, of the Central Railway Clearing House, testifies that 
the fast-freight line system was started in the days when one road was afraid to let 
its cars go on the track of another, and freight was transferred and tho settlements 
made on the revenue thereof at junction points. To obviate the delay of this method 
of procedure, various fast-freight lines were organized, such as the Blue Line, the 
Red Line, the White Line, and others, for the purpose of allowing tho cars to go 
through from New York to the Western cities. A special waybill was gotten up to 
meet the accountingVijuirements, the division of revenue among the railroads being 
shown on each shipment, at tho bottom of the bill, and when the first junction point 
was met the agent of the other road paid in cash to the agent of the initial road the 
revenue duo him, and billed the car out, and so on to its destination. The fast-freight 
lines were usually only branch departments of these combined railroads. The Mer¬ 
chants’ Dispatch Line is a corporation, its stock being owned chiefly by the New 
York Central interests. There aro 15 or more fast-freight lines running over the 
New York Central. Their accounts, with one or two exceptions, are not audited by 
tho Central Railway Clearing House. The rates charged the mat-freight lines are 
the same as the rates charged to others. When they own cars they are paid the same 
mileage as other persons. The system of division of earnings between the different 
railroads connected with the line is on the basis of relative mileage, except in the 
case of short lines, where constructive mileage is allowed, or there is the addition of 
an arbitrary charge for physical disabilities of switching and delivering. 

The fast-freight lines, continues Mr. Nicholson, are gradually passing out of use. 
Those remaining are being consolidated. They are more numerous on the New York 
Central than on the Pennsylvania system. The Union Freight Line, operating over 
the Pennsylvania Railroad, is not a corporation. It has its own soliciting agents, 
however, to solicit freight in the name of the line, as do all the other fast-freight 
lines. The fast-freight lines are looked upon by the traffic officials as a sort of trade¬ 
mark. Shippers often send freight over a particular line because they have had good 
service by it before. In the country west of Chicago tho fast-freight line is unknown. 
The costa of operating a fast-freight line aro from 2J to 6 per cent of the freight 
receipts. These expenses aro paid by the roads on a cooperative basis, each line 
paying its pro rata amount according to earnings. From a traffic standpoint, the 
railways desire the fast-freight lines maintained; from an accounting standpoint, they 
wish them abolished. There is not the same justification for them as formerly. 
They are regarded as merely a branch of their companies. (724,725,728,731. V 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, says that fast-freight lines used formerly to be organizations entirely distinct 
from the railroads, owned largely by officers of the lines over which they operated, 
and to some extent by outsiders. Mr. Griswold does not know of such a case now. 
The fast-freight lines that now exist are nothing more than names, by which the 
conduct of through traffic over 3 or 4 or more railroads is placed for convenience 
under the control of one manager. Their purpose is to secure through schedules 
and give better service, thus enabling the lines to compete more efficiently for traffic. 
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The power to make rates is sometimes given to the manager of the line, but as a rule 
the manager can not make a rate on any business without the consent of the road on 
which it originates. It is possible for a manager to make a cut rate with the concur¬ 
rence of some one line, that line protecting the cut, without the other roads being 
parties to it. (01.3,614.) 

Mr. CIuillaudeu states that the business of the Old Dominion Line in connection 
with the Southern Railway from Now York to Atlanta is done under the Piedmont 
Air Line, an organization with a trade-mark and with agents in New York, Boston, 
and elsewhere to look out after business. t The organization has traveling men and 
Is kept up by contributions from the various transportation companies for which it 
does Ihihhipsh. (440.) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that there 
never havo liecn in the South any independent fast-freight lines like those that exist 
in the North. The lines have simply ljeen made up by combinations among the rail¬ 
road companies, each putting in its quota of cars and establishing a line organization. 
(635.) 

2. J{tfri(fcrai<>r cars.— Mr. Stubbs, of the Southern Pacific Company, alludes to com¬ 
plaints of California fruit shippers against charges of the refrigerator companies. The 
charges are Apparently rather high, but the refrigerator companies havo claimed 
before the Interstate Commerce Commission that they afforded no more than a 
reasonable profit. Mr. Stubbs thinks, however, that some reduction will soon bo 
made. He says that shippers desire that railroad companies should themselves own 
these cars, but that this is doubtful, since the movement of fruit is confined to a com¬ 
paratively short season, and a company which owns these ears can put them into 
service in other sections of the country and other lines of transj>ortation, as a railroad 
company owning them could not do. The experience of the witness leads him to 
believe that it is more economical for the transcontinental railroads to lease these 
cars from companies than to operate them directly. He declines to stato the rate 
paid by the railroads for the use of the cars, but says that it is less than the prevail¬ 
ing rates on the Eastern roads, which are three-fourths of a cent or 1 cent per mile. 

Mr. Stubbs states that the freight rates on green fruit are the same to all Eastern 
markets, while the refrigerator companies necessarily grade their charges according to 
distances, especially because it requires more ice for longer distances. The railroad 
freight rate on fruit from California is $1.25 per 100 pounds, while the witness supposes 
that the refrigerator charges vary from.$50 to $135 per car (of 10 to 13 tons.) (769.) 

Mr. Wheeler, of the San Francisco Board of Trade, says that formerly the E. T. 
Earl Company operated refrigerator cars in the California fruit business, but that it 
recently sold out to Armour & Co., who now operate practically all of the refrigerator 
cars, although t he w itness thinks that the Santa F<$ owns a few cars also. Complaint 
lias been made that the charges for the use of these cars are excessive, but the wit¬ 
ness does not know much about the subject. He thinks, from conversation with rail¬ 
road men, that the time is not far distant when the railroads will own and control 
their own refrigerator cars, but the proposition seems to cause a good deal of friction 
with the private lines. (754.) 

3. Private cars ami car trusts.— Mr. Adams, statistician of the Interstate Commerce 
Commission, says that there are immense numbers of private cars, and that the rental 
paid for them by the railroads runs into the millions. If any rolling stock is lying 
idle and not used, it is not usually the property of the private car companies. On 
the other hand, the equipment trust obligation, under which a company took over a 
car and used it as its property and at the end of the year paid 6 per cent on its value 
and 2 per cent for annuity, is gradually disappearing. The plan is like buying goods 
on the instalment plan. The better roads are either owning their own cars or renting 
from outside parties on a mileage basis. (386.) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that car 
trusts are very general, he thinks, in the Soul hern States at the present time. (635.) 

4. Express companies. —Mr. Talcott says that when he had to do with express- 
company contracts, the contracts provided that railroads should give the express com¬ 
panies the available space for transportation, without interfering with the transporta¬ 
tion of mails, or passengers and their baggage. The railroad determined how much 
space should be made available for express and how little. But the rates were made 
by the express company, and the earning were divided between the railroad and 
the express company on a percentage basis. The express company received a larger 
proportion on the through competitive business than on the local business. (635.) 

Mr. Adams, statistician of the Interstate Commerce Commission, thinks tnat 
express companies ought to be subjected to the same scheme of reporting as the rail¬ 
ways, and also that the private companies that furnish cars to railroads and receive 
a rental for them ought to be brought under the supervision of the Interstate Com¬ 
merce Commission, at least so far as reports are conceded. (386.) 
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1. Central Ball way Clearing House.—1. Buffalo Railway Clearing House — 
Mr. William Nicholson, manager of the Central Railway Clearing House of Buffalo, 
New York, testifies that the clearing-house principle was made applicable to the 
through-freight traffic accounting of the New York Central and Hudson River Rail¬ 
road Company, its leased and operated lines, at the instance of Mr. John Carstensen, 
the comptroller of those lines. A more general clearing house was established at 
Buffalo on April 1, 1899, for the purpose of handling certain details of through-freight 
accounts for the allied roads ternnnatingat the Niagarafrontier. Thememlierehin con¬ 
sisted of the New York and H udson River Rail road Company, the West Shore Railroad, 
the Lake Shore and Michigan Southern Railway Company, the New York, Chicago 
and St. Louis Railway Company, and the Pittsburg and Lake Erie Railroad Company. 
The duties of this clearing house were: The clearance of freight-revenue balances 
accruing between the clearing-house roads, on all interline, joint and fast-freight line 
traffic passing through Buffalo or crossing the Niagara River at Black Rock and Sus¬ 
pension Bridge; the complete, and proper revision of all billing; the compiling and 
furnishing hi the accounting departments of the roads all statistics, statements of 
earnings, etc.: the checking and recording of all joint or fast-freight line claims, and 
the keeping of complete records of clearing-house and fast-freight line business. All 
freight agents of companies members of the clearing house were to lie considered as 
agents of the clearing house, and to respect orders of the manager. Clearing-house 
traffic, other than fast-freight line, to he waybilled exclusively without divisions of 
earnings on a sj>eeial clearing-house waybill. The clearing house to use, whenever 
practicable, the standard blanks of the Association of American Railway Accounting 
Officers. (719-720.) 

2. Scn/ic of Central llailuag (Rearing I fame. —Mr. Nicholson testifies that the Mich¬ 
igan Central Railroad withdrew from the Buffalo Clearing House oil December 1, 
1899. The reason for withdrawal was that it had a weekly system of accounts. 
Another reason was that it was afraid that its competitors would know the amountof 
business it was doing. It also found fault with the methods of the clearing house and 
ot the executive committee. No further change in meml)ership occurred until May 
1, 1900, when the Cleveland, Cincinnati, Chicago and St. Imiis Railway and the Lake 
Erie and Western Railroad were admitted to mendiership. In view of the fact, that 
the two last-named companies and the Pittsburg and l.ake Erie Railroad Company 
did not have termini in Buffalo, the ex ecu live committee changed the name of tin; 
association to the Central Railway Clearing I louse. The association has an executive 
committee composed of one representative of each road. 

The duties of the clearing house have been largely increased from time to time, 
and at present it accounts for revenue on the following traffic, viz: Interchanged 
between the New York Central and Hudson River Railroad, West Shore Railroad, 
Rome, Watertown and Ogdensburg Railroad, Pennsylvania Division of the New York 
Central and Hudson River Railroad, Mohawk and Malone Railway, Wallkill Valley 
Railroad, Beech Creek Railroad, Lake Shore and Michigan Southern Railway, 
New York, Chicago and St. Louis Railroad, Cleveland, Cincinnati, Chicago and St. 
Louis Railway, Lake Erie and Western Railroad, ami Pittsburg and I>ake Erie Rail¬ 
road, passing the Niagara frontier. Between the l^ake Shore and Michigan Southern 
Railway on the one hand and, on the other, the Cleveland, Cincinnati, Chicago and 
St. Lillis, the Pittsburg and Lake Erie, and the Lake Erie and Western Railroad. 
Between the New York, Chicago and St. Louis Railroad and Cleveland, Cincinnati, 
Chicago and St. Louis Railway and the Lake Eric and Western Railroad on the 
other hand. Between the Buffalo and Allegheny Railroad, Buffalo and Mississippi 
Railroad, New York Central and Hudson River Railroad, West Shore Railroad, 
Rome, Watertown and Ogdensburg Railroad, Pennsylvania Division of the New 
York Central ami Hudson River Railroad, Mohawk and Malone Railway, Wallkill 
Valley Railroad, Beech Creek Railroad, Lake Shore and Michigan Southern Railway, 
and all Pacific coast roads where transcontinental tariffs apply. 

In respect of transcontinental traffic between the Atlantic and Pacific coast points, 
the clearing house also acts for the Boston and Albany Railroad and the Boston ami 
Maine Railroad Company in the matter of accounts. The revenue on traffic between 
transcontinental tariff points to the Pacific coast and those within clearing-house ter¬ 
ritory east of the Niagara River via the Michigan Central Railroad is also taken care 
of in the clearing house, but the local traffic ot the Michigan Central Railroad Com¬ 
pany is accounted for to that company direct. (720,721. ) 

Mr. Nicholson testifies that the Trunk Line Association of New York has jurisdic¬ 
tion over the east-bound traffic, while the Central Traffic Association of Chicago has 
similar functions with respect to west-hound traffic. The railway clearing house has 
nothing to do with these associations, except to get tariffs and instructions to check 
revenues of the roads. (725,726. ) 

3. Organization of clearing house.— Mr. Nicholson says that there are 220 employees 
of the association, 198 of whom are clerks. The number of clerks employed on the 
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actual clearing-house work is 158. The average clerical salary is $44.94. An itemized 
statement of the business of the association accompanies Mr. Nicholson a testimony. 

The general suoervision of the affairs of the clearing house is handled by the man¬ 
ager and his chief clerk. The work is divided into 11 departments, each in charge 
of a head clerk, as follows, viz: (1) Accounting department, (2) apportionment 
department, (3) statistical department, (4) abstract department, (5) revision depart¬ 
ment, (6) claim department, (7) daily earnings department, (8) mailing department, 
(9) bindery, (10) stationery, (11) telegraph. (721-723) 

A partial idea of the extent of the business, from the date of its organization to 
the present, can lie gained from the following statistics to May 1, 1901: 


Revenue of, cleared between membership roads. $33,997,541.91 

Total number of tons forwarded and received from stations on all 

roads, divided into 60 commodity classes. 9,623,994 

Total number of waybills abstracted for trunk-line commissioners on 
traffic moving east bound from the Niagara frontier, showing num¬ 
ber, date, station from and to, weight in pounds, extended and 

footed. 1,532,986 

(721-723.) 


4. Method and adeanUujn of railway accounting by the clearing house .—Mr. Nichol¬ 
son testifies that prior to the organization of the clearing house practically all busi¬ 
ness interchanged between the roads was settled for by the agents at junction points. 
The old system provided that each individual waybill should be divided ami settled 
lietween the roads. Take, for example, a shipment from Boston to East, St. Louis. 
The old junction-settlement plan would require the stopping of the waybill at Albany, 
East Buffalo, and Cleveland for junction settlement between the roads handling the 
shipment. With the clearing-house plan, the waybill would be reported its for¬ 
warded by the agent at Boston and as received by the agent at East St. Louis, direct 
to the clearing house, where the same would be accounted for to roads in interest on 
the basis of the known tariffs and division sheets. At the end of each month the 
proper officer would he notified by it of the condition of accounts affecting the other 
roads for all waybills handled in that month. (721.) 

Mr. Nicholson declares that the clearing house has done more than any other agency 
to provide for the deli very of shipments to consignees on proper net charges. It does 
away with the multiplied settlements of the railroads, expedites the movements, 
minimizes the collection of overcharges, simplifies the accounting, and concentrates 
the preparation of statistics and other information for railroads in interest. 

Its methods represent the most pronounced concentration of through freight 
accounting. The clearing house is a move in the direction of economy, and if made 
universal would ho a very great benefit. 

The Central Railway Clearing House has long since passed through the crucial 
period, of its existence and has been made a success from the date of its inception. 

The system of the clearing house is used as one railroad, whether there he 4 or 5 of 
them in the same territory. So far as the expense of the clerical force is con¬ 
cerned, the clearing house is an economy to the several companies. The incorpora¬ 
tion of the passenger accounting into the clearing house has been talked of, but the 
witness does not see that anything would be gained by it, because the paasenger 
business is all prepaid, while 94 per cent of the freight is collected at the point of 
destination. The clearing house merely has charge of accounts, and not of ears, 
except as they may affect distinct, freight-line accounts. (721-721, 729-731.) 

The earnings are furnished to the various departments every dav and some statis¬ 
tics every day of certain classes of fieight; anything, in fact, that, the traffic manager 
may require. The earning ability of every single part of the road is thus made 
known. He does not know that the question has ever come up as to whether the 
books of the clearing house are open to the inspection of the Interstate Commerce 
Commission. The clearing house publishes no reports of any kind. Its figures are 
incorporated in the auditors’ books of the various companies, and are published by 
them. 

Mr. Nicholson says, further, that the clearing house has no financial function, all 
moneys collected by the agents being remitted to the treasurers of the respective 
roads direct. It is merely a branch of the auditing department. The establishment 
of the clearing house has had the effect of simplifying the work of auditing at the 
several headquarters of the road. 

The witness states that the clearing-house system might enable each road in inter¬ 
est to arrive at the total amount of business done by its competitors, but that informa¬ 
tion is never allowed to be given to the competitive roads. The accounts of each 
road are kept to themselves. He does not think that there would be any dif¬ 
ference in principle even if the railway systems in the clearing house were not con¬ 
trolled by the same interests. (730.) 
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Mr. Nicholson says, further, that Commissioner Knapp, chairman of the Interstate 
Commerce Commission; the late George K. Blanchard, trunk line commissioner, 
and other noted mil way men have gone on record as favoring the railway clearing 
house. He quotes from a prominent railway traffic official: 

“It is our experience that no arrangement of accounting between connecting roads 
is so satisfactory and produces such good results as that of through hilling with audit 
settlement. The work of the clearing house in that connection has been marvelous.” 
It is “one of the great modern improvements for the settlement of interchange 
traffic.” (721.) 

f>. European r/mrmy house*.— Mr. Nicholson testified that he is not aware of any 
clearing houses in Europe, excepting one in England and one in Ireland. The 
clearing house of England is very large, and requires a clerical force of thousands, 
lie does not believe a universal clearing bouse tor the American railways could he 
established, treatise of the immensity of the business. (728.) 

.1. Miscellaneous.—]. Halthmrcfreight committee.—- Mr.'HiuswoLD, general pas¬ 
senger agent of the Western Maryland Railroad, states that the Baltimore Freight 
Committee is composed of representatives of transportation lines which either termi¬ 
nate at Baltimore, or pass through there, or ha\o repres 'ntution there. Ho thinks 
each important railroad and steamboat line is represented. It has existed since Jan¬ 
uary 1, 1898. The purpose is to discuss any questions that may be brought up and 
to secure uniformity of practice. It meets at the call of the chairman. It can not 
make a decision except by a unanimous vote. If any representative has no power to 
act on a given question without referring it to his traffic department, be must state 
the fact. Sometimes matters are held over until a vote is received by letter from a 
member so situated, or until a subsequent meeting. The committee has only a lim¬ 
ited authority overrates, and none over differentials. Se\end of the representatives 
must obtain authority from their traffic, officials before consenting to any action on 
rates. There are local freight, committees at various other cities, one in Boston ami, 
the witness thinks, one in New York, ((ill, (512.) 

2. Chantje.* in freight,cates. —Mr. Bacon, of the Michigan Alkali Company, com¬ 
plains of the fact that freight rates are changed at the pleasure of the railroads at 
any time, thus putting the manufacturers at sea in making their contracts. As an 
illustration, the freight Kites on alkali prod nets from Wyandotte, Mich., to Richmond, 
Va., were, during 1899, raised from 18 cents per hundred to 24 cents, then reduced 
to l(U cents, and on January 1, 1900, reduced to 18 cents, while on January 28 the 
rate was again increased to Jtty cents. The witness believes that rates should lie 
tixed by a cent ral authority and retained for a year unchanged. (70.) 

8. lion!imj of shipments oj freight, —Mr. Swims says that the Southern Pacific and 
Santa He railroads have recently exorcised the power of directing the route over 
which shipments of oranges shall go after leaving their roads. This was necessary 
to break up the practice of the shippers in demanding rebates from the various rail¬ 
roads connecting with transcontinental lines as a consideration for sending shipments 
over them. (704.) 

4. Uniform v'di/billx. —Mr. Nicholson testified that, a movement has been started 
for uniform waybills and uniform freight, and expense hills all over the United States. 
The Association of Accounting Officers lias adopted a waybill, which is used by 100 
railroads. (728-729.) 

5. Floating cotton.— Mr. Markham states that “ floating cotton ” is cotton shipped 
from a tow n where there is no compress and stopped in transit at a town where there 
is a compress, where it can he compressed, classified, and afterwards reloaded for its 
destination. By this practice cotton purchasers arc. enabled to ship full carloads, 
which is an advantage to the producer of from $1 to $8 per hale, and does away 
with the middleman at. great cotton centers, such as Memphis and New Orleans. 
Formerly the cotton factor at New Orleans or Memphis advanced money to the pro¬ 
ducer for supplies and other material entering into the production of the crop. Inter¬ 
est, commissions, brokerage, insurance, and handling the cotton generally rosulted 
in the producer’s getting very little, if any, profit.. The practice of floating cotton 
lias done away with this. \ery little cotton is bought on the Illinois Central for 
Southern mills, hut where it is it is bought in the same way as for the New Eng¬ 
land mills. The effect, of this system will gradually take cotton away from the larger 
<‘t*utera, as the planters can get as good prices now at the small stations. (440.) 

n. Freif/hf rates and cotton factories. —Mr. Dunlap, an officer of two small railroads 
in Georgia, says that special rates on cotton-factory machinery ami materials have 
been made by the railroads in the South w ith a view to establishing them. On the 
witness s road two cotton factories have been built, and the manufacturers received 
a two-thirds rate on their materials. The rate on machinery from New York has 
been about 55 cents per 100 pounds. The witness thinks it was desirable to thus favor 
these factories, but he says that the railroads make less profit in hauling the manu- 



0 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


factured cotton from the factories than they formerly did in hauling raw cotton to the 
seaports. (3,4.) 

7. Northern and Southern Umnage on the Illinois Central compared.— - Mr . Markham 
states that the tonnage on the Northern and Southern portions of the Illinois Central 
is very nearly equal, hut even with that it necessitates a large number of empty ears 
because of the different, freight movements at different seasons of the year.’ The 
Southern roads operate, as a rule, under a disadvantage as compared with the North¬ 
ern roads, because they do not have an equal tonnage per mile, and therefore do not 
have the same earnings per mile of road. (440-441.) 

Mr. Markham states that on the lines of the Illinois Central from Cairo north the 
ton miles to the miles of line are four times what they are south. (437.) 

IV. DISCRIMINATIONS BETWEEN PERSONS. 

A. l)i*€ a iiM«ioii a* to existence and extent of practice.—1. Emtcnce 
and cells of practice affirmed.— -Professor Ripley says that personal discriminations in 
rates are common; that certain shippers are obtaining rates which are, perhaps, 35 to 
40 per cent less than the published rates, while those who are shipping without the 
large volume which always lends inducement to cut rates are paying nearer the estab¬ 
lished rate. Whenever there is open rate cutting, it follows almost invariably that 
that leads to personal discrimination. The competition which rate cutting pre¬ 
supposes leads to a deeper cut for the large shipper or for the person who is shipping 
from a competitive point, whereas the rate remains more nearly at the established 
figure where the shipment is made from a local station or is made by a person who 
is shipping small amounts. Personal discrimination is sometimes made through the 
subterfuges of “hold overs,” rebates, underclassification, and underbilling. 

The maintenance of rates at an established figure is a very important matter for 
business men. Tt. does not make so much difference to the manufacturer what freight 
rate he has to pay as it does to have freights uniform for him and for his competi¬ 
tors. 1 le would rather pay a high rate and have it uniform than get a low rate when 
a competitor possibly gets a still lower one. (287, 289.) 

Mr. (imswou), general freight and passenger agent of the Western Maryland Rail¬ 
road, says that theoretically there would !>e a temptation to cut west-bound rates in 
the fall, when much grain is moved East and many empty cars are going West. He 
does not think that this is important in practice. Rate cutting is more due to the 
anxiety of the solicitors to secure business; they do not consider much the fact that 
cars are going West empty. (322.) 

Professor Paksons states that from his investigations he believes the tendency of 
private monopolies is to make comparatively high rates and an unjust, partial, 
complex tariff instead of a simple, symmetrical, harmonious, well-adjusted system 
to develop the country, as would a system of rates under public management. Pri¬ 
vate monopoly would’develop the country only so far as that development would be 
profitable to the monopoly itself. The rates at present are so adjusted as to lienefit 
the large shipper as against the small one, whereas if any favor should lie shown it 
should 1)0 shown to the small shipper. The true policy is to equalize opportunities, 
making rates alike to all under the same circumstances and conditions. (134, 135.) 

Mr. Teisbeko, secretary of the .State Railroad and Warehouse Commission of Min¬ 
nesota, says that in the opinion of his commission the absolute amount of freight 
charges, within reasonable bounds, is of less importance than uniformity of charges 
to all patrons of the road. So far as business within the State is concerned, he 
believes that there is not much discrimination, because there seems to be no tempta¬ 
tion to it. On business between Chicago and the Twin Cities there is a great deal of 
competition, and it is likely that rebates and various other schemes are often resorted 
to. (366.) 

Mr. Wilson testified that large shippers generally have an advantage over smaller 
ones. Railway discriminations have destroyed fortunes and have driven people out 
of business. The public has no idea of the extent to which they still prevail. They 
now generally take the form of combinations of heavy 8him>ers who have cars and 
equipment or their own, and the rental that they are able to command for the use 
ot those cars is very great. This has the effect of driving out of business the firms 
who do not own cars. Railway discriminations are beyond legislation. Possibly 
consolidation may remove them. The apathy of the public is the great obstacle to 
the enforcement of the present law’s, which are ample for the purpose. (695-697.) 

Professor Parsons states that the existence of personal discrimination is a power¬ 
ful argument fur Government ownership of railroads. He refers to the report of the 
Senate committee of 1885, which treated specifically of many of the evils of the railway 
systems at that time. Ho quotes from that rejiort extensively and also from the tes¬ 
timony of witnesses who appeared before that committee, as well as from the reports 
of the Interstate Commerce Commission and from other sources, to show that die- 
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criminations in railway rates in this country have existed for many years and are in 
existence to-day. The effect of these discriminations is to build up the strong at the 
expense of the weak. Another effect is to build up the cities at the expense of the 
rural communities. In many instances individual business has been built up at cer¬ 
tain points which have been favored, while many other people less favored have 
been driven out. These reports have stated that the published freight rates were 
paid by scarcely any shippers, and that no one shipper knew of the rate another 
was receiving. Professor Parsons declares further that while the interstate-com¬ 
merce law of 1887 has been passed for the amelioration of the evils growing out of 
these discriminations it has been found ineffective; that criminal prosecutions have 
been found ineffective to secure the enforcement of the law. (126-128.) 

Mr. Griffith, representing the Denver Chamber of Commerce, says that the 
practice of granting rebates and personal discriminations was formerly very preva¬ 
lent in the West, but that be lias known of none recently. He presumes that there 
lias 1 leen an agreement among railroads to maintain rates. (855.) 

Mr. Markiiam, assistant traffic manager of the Illinois Central, thinks that consoli¬ 
dation of railroads will be advantageous in doing away with discriminations. Thirty 
years ago it was a very common thing to bill freight openly at one rate to one indi¬ 
vidual and at another rate to another individual at the same point. The shippers 
did not make any objections, because the party who received the lower rate shipped 
a much larger volume. Since that time there has been a radical change of thought, 
and a correspondingly radical change of action. The traffic managers want to be 
fair, hut are not always able to resist propositions which appear to be fair from a 
business standpoint. (432,433.) 

2. (jnwml (Inihil of c.ust nice of practice. —Mr. Griswold, general freight and pas¬ 
senger agent of the Western Maryland Railroad, says that rate cutting seems to he 
decidedly less prevalent than several years ago. The latest instances that he has 
known o*f were near the close of the year 19(H), and in these cases it was not possible 
to tix it in connection with all-rail lines. The reason of the, diminution of cutting, 
he thinks, is the cooperation of the larger lines in maintaining rates and in carrying 
out the requirements of the interstate-commerce act. (614.) 

Mr. Griswold thinks that the inlluence of rate cutting on traffic is less than is 
s »inetimes supposed. He thinks that variations of traffic arc more likely to lie due 
t.» other conditions. For instance, a steamship line at one port may make a spe¬ 
cially attractive rate in order to till a steamer. The railroad agents are notified of it, 
and they go around among the shippers and get a cargo. There is not necessarily 
any cutting of the railroad rates. (615.) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that so far 
as he know s freight rates are well maintained at the present time. There is business 
enough for all, and there is very little temptation to disturb rates. (627.) 

Mr. Markham, of the Illinois Central Railroad, says there is but little of what are 
known as special-commodity rates (designed to favor particular shippers), rebates, etc., 
in existence at this time. The practice was in vogue before the interstate-commerce 
law went into effect of giving special rates from large jobbing centers, but it has 
practically ceased. (437-439 .) 

Mr. Guillai df.u, of the Old Dominion Steamship Company, says that if the Inter¬ 
state Commerce Commission had power to insure the maintenance of published tariff 
rates it would not benefit the steamship lines. Rates in the Southern territory are 
partioulaily well maintained. Secret rates and soon are almost unknown. (448.) 

Mr. Nicholson' testifies that the railways have made an organized attempt to get 
rid of secret rate cutting, and seem able to cope with the difficulty. Tho community 
of interest of railroads is the greatest factor in respect to maintaining rates. (728.) 

Mr. Greene, of the Audit Company of New York, thinks that combinations among 
railroads will reduce the evil of personal discriminations so that the question will no 
longer be a burning one. He believes also that the penalty for discriminations should 
he placed upon the railroad corporation rather than its officers individually (487.) 

Mr. Woodlock, railroad editor of the Wall Street Journal, declares that the pay¬ 
ment of rebates and the making of discriminations is nearly a dead practice. Rates 
are uniform to shippers to a degree greater than ever before. (464.) 

Mr. Anderson, secretary of the Chamber of Commerce of Pittsburg, says that some 
3 years ago the chamber, believing that the railroads were discriminating against the 
city, organized a transportation lx>ard and employed one of tho most competent 
men they could get to take charge of it. That bureau was maintained 2 years, 
and was discontinued as a department of the chamber of commerce simply because 
nobody could be found who had any complaints to make against the transportation 
interests. Mr. Anderson knew in past years of the existence of discriminations, and 
hehad supposed that they still existed; but they seem to have disappeared. (639, 

Mr. Dunlap, manager of two small railroads in Georgia, does not think that there 
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are any discriminations of consequence as between different shippers in the Southern 
States. He says in particular that ins lines do not cut rates. (2, 4.) 

Mr. Bacon, of the Michigan Alkali Company, does not believe that there are any 
discriminations between persons in the shipment of alkali products, llis own com¬ 
pany gets the open rate. The railroads solicit business, but never offer to reduce the 
rate, ami the witness believes that his three or four competitors get no advantage in 
rates. (85.) 

3. New KnqlmuL— William Z. Ripley, professor of economies in the Massachusetts 
Institute of technology, says that rates are being cut in New Rngland anywhere 
from 30 to 40 per cent on west-bound traffic. He refers to a case where a large 
shipper is sending first-class freight from Boston to Seattle for 05 cents [>er hundred 
pounds, while the published rate is $1.25. The reason for the extended cutting now 
going on is that the large amount of exports and the large amount of traffic going 
east have turned a great many empty ears upon the seaboard ami there is great com¬ 
petition among the roads for filling those cars to the west. Ordinarily Canadian 
roads are allowed by the American roads a differential and given an advantage in 
freight rates to Chicago ranging anywhere from 10 cents up upon a hundred pounds. 
American trunk lines have now begun to cut under the differential, and traffic, which 
for a great many years has been going over the Canadian lines is now being diverted 
over some of the main trunk lines. This rate cutting is not due to the desire of the 
eastern trunk lines to cut rates. It is forced upon them by the situation. The far 
western connections of these lines apparently are desirous of securing business which 
shall bo diverted to their lines by tlie*eastern trunk lines, and they notify their east¬ 
ern connections that, any business diverted to them will be taken at a considerable 
cut. The eastern trunk lines, therefore, must either take business and transfer it to 
their western connections at a reduction or allow it to go over some other competing 
trunk line. Some roads would be glad to do away with the rate cutting and would 
welcome any amendment to the interstate-commerce law which would enable them 
to maintain rates. (283-290.) 

Professor Pmisons refers to the discriminations prevailing on the Boston and 
Albany road previous to its lease by the New York Central, and also subsequent to 
that time, and from a report of the Massachusetts railroad commission, which was 
admittedly made by some officer of the Boston and Albany Railway Company (the 
railroad commission not having any knowledge of the facts or any power to ascertain 
them), it appeared that the reductions made in recent years from the published 
freight rates were in many instances as high as 73 per cent, and in nearly all instances 
as much us 10 per cent; that shippers did not dare to complain, even when invited to 
do wo by the Massachusetts railway commission, because of the fear that they would 
receive worse treatment at the hands of the company. The report of the railroad 
commision on this subject is quoted in full. 

Professor Parsons declares that in his opinion the discriminations made by the 
Boston and Maine Railroad, as well as by the New York, New Haven and Hartford 
road, wero sufficient to create a monopoly in favor of individual shippers; that a 
monopoly is any advantage which tends to shut out competition, lie gives many 
instances of particular discriminations in freight rates, and argues that in every one 
of those instances the party in whose favor the discrimination was made had been 
given a sufficient benefit to enable him to build up a business, while the less favored 
competitor was compelled to go out of business. (123-132.) 

Professor Parsons refers to discriminations by the Fitchburg Railroad, the Boston 
and Albany, and the New York, New' Haven and Hartford, as shown by recent 
investigations. The discriminations practiced by these several roads related to local 
traffic only. Those by the New York, New' Haven and I Iartford were shown by Mr. 
Cowles to be even worse than those of the Boston and Albany. The discriminations 
were not always a matter of personal favoritism, but were very often forced upon the 
roads by the large shippers, who threatened to take the trade to another road. 
Sometimes, however, the purpose of discrimination is to let the favored persons 
realize a large profit, while at other times the managers of tho roads themselves 
share in the profit, as was originally the case in the building up of the Standard Oil 
monopoly. 

Professor Parsons states that in the investigation of the Boston and Albany case it 
had been found that discriminations bad been resorted to by the road to build up 
manufactories on the lino of the road by giving special rates. The Massachusetts 
railroad commission in 1894 disclosed the fact that the average freight rate on New 
England roads w r as about double the average freight rate in the Middle States or in 
the Middle West and nearly double the average freight rate for the whole United 
States, and the commission argued, therefore, that the result of these personal dis¬ 
criminations had l>een unfavorable to New England generally, and especially to 
Boston. The leasing of the Boston and Albany by the New York Central has even 
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a greater tendency in that direction, because the New York Central is interested in 
the building up of New York City. (132,133.) 

4. Pacific const. —Mr. Wheeler, of the San Francisco Board of Trade, says that 
there is no occasion for making rebates during a rate war, but that when the war 
ceases there is a tendency to grant such rebates and secret discriminations. The 
witness does not believe there is a single shipper on the Pacific coast who has not, at 
one time or another, received these discriminating rates. At the same time the 
thinking shippers have made every effort to prevent them. The only reason why a 
good merchant seeks a rebate is in order to put himself on a level with his competitor 
whom lie knows gets one. 

The Pacific coast railroads defended their practice of making secret rebates formerly 
on the ground that the Canadian Pacific insisted upon being allowed to make rates 
10 per cent lower than those on the direct routes, in view of the disadvantages of the 
roundabout line and of the necessity of transferring goods from rail to water in order 
to reach Sail Francisco. The American railroads held that the Canadian Pacific was 
not entitled to the business and that they would not allow it to get the business, so 
that the rates were cut secretly in order to overcome this 10 per cent differential. 
The hardware merchants of San Francisco got together and agreed, solely for the 
purpose of doing away with secret rebates, that they would sacrifice the advantage 
of this 10 per cent differential and not ship over the Canadian Pacific line at all. The 
result is that that road is now out of business in San Francisco territory, which no 
more belongs to it than Vietoriaand Vancouver lielong to the Southern Pacific. (748.) 

Mr. Stciuih, of the Southern Pacific Company, sayH that the secret discriminations 
which it is claimed wore formerly made in order to meet the Canadian Pacific differ¬ 
ential no longer have any motive since that differential has lieen abolished. He sup¬ 
poses that there may have been some rate cutting by the lines east of the Missouri 
lliver, though he was not in a position to know, lie states definitely that there is 
now no rate cutting ny the Southern Pacific Company. (762.) 

5. Standard Oil Company.— Professor Parsons declares that advantages in rates are 
given the Standard Oil Company by railways in comparison with the rate's given to 
other oil-refining companies. He states that from Cleveland, Ohio, to Boston the 
rate on oil was 24 cents; but from Cleveland—the headquarters of what was known 
as the Western refining interests, which was opposed to the Standard Oil monopoly— 
to any other point in New England the rate was the Boston rate plus the local rate 
from Boston to the point of shipment. The Standard Oil Company had enormous 
oil tanks near Boston and shipped its oil there by boat, ami thus was able to drive 
the Western refining interests practically out of the New England field by reason of 
the railway discriminations. 

He further states that the oil tanks of the Standard Oil Company, which ordi¬ 
narily weigh from 35,000 to 50,000 pounds, were billed through by the New England 
roads at 24,000 pounds and were paid for on that basis. The railways attributed 
these discrepancies to error; hut it was very significant that all the errors were in 
favor of the trust and none against it. This witness says, further, that the Standard 
Oil Company had a large refinery near Chicago, and that the rate on oil from Chicago 
to New Orleans was made 25 per cent lower than from Cleveland to New Orleans, 
thus driving the Cleveland refiners out of the New Orleans field. (126, 129.) 

B. Method* of discrimination.— 1. Generally .—Professor Ripley says that 
rate cutting is sometimes done by means of the subterfuge of a “hold over.” Ratesare 
cut and the explanation made that the road has a long-time contract with the shipper 
to whom the cut rates are given. Rate cutting is sometimes accomplished through 
the giving of rebates. A Western road, for instance, may deposit an amount of 
money in a Boston bank to the credit of a certain New England freight agent. The 
agent, is authorized to draw upon that for cash, which he pays out in rebates, the 
shipper of course paying by check for the full amount of the established rate, that 
being a matter of reeora. Again, rate cutting may be done through the underclassi¬ 
fication of freight, i. e., freight is classified at a rate lower than that at which it 
should be classified. The process of underbilling is another means by which rates 
are cut. The shipment is made at a rate for a long through haul. The freight is 
then taken off at an intermediate point to which the local rate would be considerably 
higher than its proportion of a through rate. 

The existence of rate cutting is very widespread. The only way to stop it is to do 
away with competition. (286-290.) 

2. Misclassification of good *— lhtderbilling (see, also, Classification Inspectors , p. 
lxxxvi).— Mr. Griswold, general freight and passenger agent of the Western Mary¬ 
land Railroad, savs that the agents and receiving clerks of his road are directed to 
watch closely and see that articles shipped conform to the invoice furnished by the 
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flhippere. In practice, however, the road is largely dependent on the good faith of 
the shippers. It is not possible to know without examination what the hidden con¬ 
tents of the cases are. The Baltimore and Ohio and the Pennsylvania have an 
inspection bureau at Baltimore, but it ban not been extended to the other lines there. 
Mr. (iriswold does not think that a Government inspection would be superior to one 
established by the railroads. ((>23.) . 

Professor Ricle. says that in many respects the roads are at the mercy of the ship¬ 
pers. A shipper may umlerclassify his goods and get second or third class rates on 
goods which ought to come under a higher classification. The shipping agent can 
never be sure from his personal knowledge that goods are property classified. (288.) 

Mr. McGovern, of the Southern classification committee, testifies that by under- 
billing is meant the under reporting of weight or false description of goods for the 
purpose of getting a reduced rate, and he says it is one of the most troublesome 
things with which' the transportation companies have to deni. It is not only because 
companies lose revenue by underbilling, but it prevents the honest shipper from 
doing business or drives him into thesame unfair practices himself. Several examples 
were given of the unjust practice of underbilling. In one of the Southern States a 
large jobbing house was found to be underbilling to the extent of from $11 to $50 a 
day. The worst feature of this particular case was that in the same city another 
house in the same line of business did not underbill, and lost a considerable amount 
of trade because of its honesty. Whisky and vinegar are sometimes billed as molas- 
hoh, because the rates on molasses are lower than they are on whisky and vinegar. 
There seems to be systematic underbilling going on all the time. Sometimes a large 
piece of machinery is taken apart and its component parts shipped as rough castings 
merely to get a lower freight classification. 

Only a very small per Cent of the total amount of underbilling is connived at by 
the railroads. In many cases it is started by the soliciting agent of the road, per¬ 
haps, who is greedy for the business and tells the shipper how he can avoid the classi¬ 
fications by the process of underbilling; but this is in a very small percentage of the 
cases. The practice seems to be increasing rather than diminishing. 

The classification committee has no machinery by which it can protect the roads 
from the evils of underbilling, but the traffic associations have taken measures to pre¬ 
vent it whenever they can, and have agents whose business it is to ferret nut cases of 
this sort. Any single road would find it difficult to enforce the classification. It 
should be from a general or joint agency of all the roads in the classification territory. 
The witness does not think the Interstate Commerce Commission could be of any 
efficient service in preventing underbilling. The railroads are perfectly competent 
to take care of themselves on this question if they want to do so, and if they do not 
the commission would find great difficulty in doing it. ((>72-674.) 

3. Private varx.—Mr. McGovern testifies that one of the principal ways in which 
discrimination is now practiced is by private companies owning their own cars and 
carrying goods at lower rates than the railroad companies do. This is often done by 
the railroads allowing the private company a greater rate per mile for wheelage than 
is paid others, sometimes as much as 1 cent per mile per car being paid to the owner 
of the car. ((>74.) 

4. Cartage.—Mr. Nicholson, of the Central Railway Clearing House, testifies that 
what is known as cartage in railway parlance is brought about by a line, in order to 
secure business, agreeing to cart goods without any charge—in other words, to include 
cartage in the rah*. The Central Railway Clearing House would not know anything 
about the existence of this practice. He thinks there is not as much of this sort of 
business as formerly, because the bills now ordinarily specify a certain amount for 
cartage. (726.) 

5. Shrinkage of through rates.—Mr . Nicholson testifies that it would lie possible 
where two lines are interchanging traffic, for the Eastern trunk line to accept the 
regular published tariff rate and at the same time enter into an agreement that the 
Western line would shrink its percentage of rate. That would not go into the clear¬ 
ing house. The waybills would be made to read correctly, and any shrinkage would 
be taken care of in some other way. He does not know of any of that at the present, 
time. (726.) 

C. Discriminations as affected !>y legislation.— Professor Parsons does 
not believe it possible to remove discriminations by legislation of a regulative char¬ 
acter, because the railway managers could give preference by through car service, 
car mileage allowances, elevator commissions, and subsidies of various kinds, or by 
a private arrangement in the shape of direct bribery where no record of the transac¬ 
tion is kept, discriminations can not possibly be wiped out so long as the roads are 
in private hands, and the only way to do away with them is to remove the cause- 
antagonism of interest between the managers of the road and the public by govern¬ 
mental ownership. In Germany, New Zealand, and Australia personal discrimina- 



digest:—discriminations between places. 


ov 


tions were entirely abolished after the roads were taken over by the government, 
and in not one of the 30 countries of the world owning and operating their own rail¬ 
roads have anv complaints ever been made with reference to personal discrimination. 
(133, 134.) 

Mr. McGovern !>elieves there is adequate legislation on this subject at present, and 
possibly it would be better if the penalty were made less severe. The penalty now 
is fine and imprisonment. If the imprisonment feature were eliminated it might be 
better, as it is difficult to get a railroad agent or a shipper to testify against another 
when the penalty for the infraction of the law is imprisonment. The fine should be 
made cumulative if it could be shown that the violation of the law is deliberate and 
intentional and has been followed for any length of time. (074.) 

V. DISCRIMINATION BETWEEN PLACES. 

A. General principles—Discussion (see also Differential rates, p. xeii).— 

1. Practice as to long and short hauls.— Professor Ripley presents a diagram for the 
purpose of illustrating the practical working of the long and short haul clause in the 
interstate commerce act, which permits rates for a longer haul to lie lower than 
those for a shorter haul over the same road where conditions are dissimilar. Often 
over a long stretch of noneomiietitive territory situated between two competitive 
points rates will not vary at all. This is sometimes true of a stretch of 200 or 300 
miles. When a competitive point is reached rates take a sudden drop. Beyond 
the competitive point, in a noncompetitive field, the rates rise suddenly, and all 
that the traffic will bear in the way of rates is put on until the next competitive 
point is reached. Frequently at these competitive points a secret rate, less than the 
published rate, is given. The result is that these competitive points have a great 
advantage over places where there is no competition. (290,297.) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, is aware of the existence of higher charges for the shorter than for the longer 
haul in some parts of the South, on account of water competition. He does not know 
of any such practices in any territory north of Virginia. His own road does not 
charge more for an intermediate than for a terminal point in any case, either on 
interstate or intrastate business, lie would not consider it good policy. It is a dis¬ 
advantage to the people on the line of the road and an inconvenience to the railroad 
company to have different methods of making rates for interstate business and for 
intrastate business in the same territory. Moreover, it would injure the road in 
injuring the communities served by it. Whatever harms any communitv or any 
set of shippers tends to injure the road; and this is a universal principle, (616.) 

Mr. Griswold, however, suspects that higher charges for shorter hauls than for 
longer do exist in some cases in the North, New York and Chicago, but he does not 
think it. is intentional. In meeting certain conditions other cases are sometimes 
overlooked which ought to have been met at the same time. ((>26.) 

2. Rights of localities.—Mr. Wheeler, especially in connection with his discussion 
of the Pacific coast rate situation, points out that the railroads have enormous power 
to promote one section of the country at the expense of another. While it is claimed 
that the interests of the railroads and of the shippers are the same, it is nevertheless 
true that the interests of shippers in different sections are often opposed to one 
another and the railroads may side with one or the other. This witness thinks each 
section or city should lie allowed the benefit of its own advantage of situation. (745.) 

Mr. Wilson, of the Cincinnati chamber of commerce, declares that there has been 
too much paternalism practiced by the railroads. The railroads have no right to 
assume paternal functions over any city, locality, or individual. This policy has 
benefited the Fas tern cities at the expense of the West. Nevertheless the Northwest 
and immediate North are gaining in that business all the time in spite of the discrim¬ 
inations in favor of the Northeast. (695.) 

3. Power of railroads. —Professor Ridley says that the railroad has the life and 
death of manufacturers in its hands. He remembers hearing of an attempt which 
was made to establish a paper pulp factory at Denver. The men back of the scheme 
were notified by one of the roads that if they established a pulp mill at Denver 
which would prevent large shipments of freight which had formerly come from 
Wisconsin, the road would kill the business at any cost. Whether this mill was 
subsequently established or not Mr. Ripley does not know. He believes that the 
power of the roads is equally great over the miner of coal and ore and the producers 
of other commodities. (287,288.) 

Mr. McGovern, of the Southern Classification Committee, declares that railway 
rates have less to do with the building up of communities than people generally 
imagine. Of course, if the railroads should set out with the deliberate intention to 
kill one town with freight rates and to build up another by a sort of hothouse proc¬ 
ess, they might be able to do it as against local wealth and energy; but as a general 
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proposition the growth of towns does not depend very largely upon rates, but more 
upon the enterprise and push of the citizens of the town. Many instances were given 
anil comparisons made where cities having better railway facilities and lower rates 
had not grown so rapidly as cities leas favorably situated. (686.) 

4. Dittnmiim us to justijieution of discrimination between email and Inrye trams .— Pro¬ 
fessor Riclkv says that the question involved in discrimination as to localities is 
whether a given tonnage shall come from 20 sources or whether it shall come from 
1,000 sources; whether there shall be a few large industries or a great number of 
small ones. The effect of local discrimination is to concentrate business and popula¬ 
tion in a few centers. Business enterprises are abandoned in a place discriminated 
against, not because it has liecome more expensive to manufacture at that particular 
place than formerly, but because it is much cheaper to carry on business in some 
other place on account of the better railroad facilities offered, 'it is at places in favor 
of which railroad discriminations arc made that the plants of the great industrial 
combinations arc located. The doing away with local discriminations would lead 
to a much more widespread distribution of industries in the small towns of the coun¬ 
try with less of tile aggregation of industries in particular centers which get the 
lienciit of competitive rates. (265-299.) 

Mr. Markham, of the Illinois Central, states that the statistics given (above, p. 
1 .XXIV | in respect to the reduction of railway rates refer almostwholly to through rates, 
hut that, there has been also a reduction in local rates, though not correspondingly 
so great. The rates on cotton have been revised two or three times in the last 20 
years, ami there were reductions in merchandise in the Southern States as well as in 
the Northern States traversed by the Illinois Central. The excessive reduction on 
through rates docs not entail a burden on the railroads, lieeause if the roads did not 
take this competitive business at the low rates they would lose so much revenue, 
which would have to ho made up on the traliie from noncompetitive points. If we 
divide the whole expense of the railroad up into three parts, the roads could not 
control; the question to lie determined is whether it will pay “movement expense.” 
The other two-thirds expense goes on whether that business is taken or not, and any 
amount in excess of this "movement expense” that can lie obtained is just so much 
more that can he applied toward meeting the fixed two-thirds expense, and thereby 
enables the road to make the burden that much lighter for the local or noncom¬ 
petitive traffic. The movement of this competitive freight will not always incur 
even the entire expense embraced in tile several items comprising the “movement 
expense;" one-third of it is interest oil stock and hoods; another one-third the fixed 
expense of the maintenance of stations and station grounds, salaries of the general 
officers and operatives, which it is necessary to retain whether the competitive busi¬ 
ness is taken or not, these two items being denominated “fixed expense.” “Move¬ 
ment expense,” making up the other third, consists of the wages <if engineers, fire¬ 
men, conductors, brakeinen, repairs, fuel, oil, waste, water, and wear and tear of 
rails and truck. As competitive traffic is offered at certain specified rates made by 
influences which the railway can not control, the “movement expense” of such 
traffic might lie decreased considerably, so that the entire additional expense of the 
movement of the competitive freight would in many eases lie inappreciable. This 
low expense may lie covered by very low rates without injury to any community or 
locality, and yet the rates which the railroad must charge upon other traffic would 
necessarily lie higher in order that the entire cost might lie covered and the property 
safely and successfully operated. 

This apparent local discrimination helps the local point as well as the competitive 
point, that the railroad by taking the goods at the competitive point at low rates 
makes a little profit, which is just that much added to its receipts, and is just that 
much advantage to the local points. The railroad can add to its receipts more than 
to its expenses by taking such competitive traffic. 

A community of interest in some way might prove beneficial in preventing the 
gradual decrease in rates at competitive points, but the things that have operated 
largely to reduce those rates have tieen the rivalry of towns situated on different 
roads and the necessities of commercial communities. Railroads that serve particu¬ 
lar communities or trade centers can not. resist the demand for putting those people 
on a plane where they will be enabled to do business and build up tiie railroads as 
well os the towns. The witness does not think there is any community of interest 
strong enough to prevent the recognition of trade centers. (436-488.) 

Mr. Tai.cott, assistant to ttie president of the Seaboard Air Line, says that to 
charge more for a shorter than for a longer haul is a discrimination, though he will 
not say that it is necessarily an unjust discrimination. When he was in charge of 
the making of rates he did away with it on the ground that the additional revenue 
which might be got by such discriminations was not enough to justify his company in 
subjecting itself to constant attacks for discrimination, and to the constant necessity 
of defending such rates as just and reasonable. He regards as reasonable the clause 
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of the interstate-commerce act which prohibits (ordinarily) a higher charge for a 
shorter haul, provided it does not exclude competition by forcing a reduction of rates 
to intermediate points that the railroad can not submit to. He would not approve 
an absolutely ironclad rule. He would not think it always just to forbid the meeting 
of competition, even if it does make a discrimination against intermediate points. 
But an elastic prohibition, with allowances for special cases, he considers justifiable. 
(630-632.) 

Mr. Anderson, secretary of the chamber of commerce of Pittsburg, does not think 
that unjust discriminations between places can long be maintained. If one city or 
district is especially favored, the railroads that s«*rve other districts will soon be com¬ 
pelled to grant them the same concessions. (638.) 

It. is true that complaints existed up to about the time of Mr. Anderson’s testimony 
of discriminations against Pittsburg ami in favor of Buffalo, in that both Pittsburg 
and Buffalo, as terminal points, had the same rate from the West, though the distance 
to Buffalo is greater. This gave Buffalo an advantage over Pittsburg in the large dis¬ 
tributing territory of which it was the center, and also in shipments to New York, 
since, according to Mr. Anderson, goods can be sent to New York cheaper from 
Buffalo than from Pittsburg. (639, 040, 647.) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, can conceive of its being the interest of a road to build up a town, but not at 
the expense, of other towns on its line. His road might put in a siding to encourage 
a new factory, or might make a special rate on the building material for it. It would 
not. give such an establishment any rates on its product which similar establishments 
on the line at other points did not get ; that would lie direct discrimination, and Mr. 
Griswold does not know of any such practice. 

5. Loiuj and short luud douse in Stole lairs. —Mr. Talcott, assistant to the president 
of the Seaboard Air Line, thinks that the principle of the long and short haul clause 
has been generally enforced by the State commissions within the Southern States; 
not, however, in Virginia. (631.) 

Mr. Teisberg, secretary of the State railroad and warehouse commission of Minne¬ 
sota, says that the railroad law of his State contains a long and short haul clause 
similar to that of the interstate-commerce law. The State railroad and warehouse 
commission has an authority to suspend this clause, similar to that of the Interstate 
(Commerce Commission. Two applications for suspension have been made, and both 
have been refused. (365.) 

II. Lon;? and short haul diftrrimiiiutioriN ia the South—Has ink¬ 
pot lit system.— 1. Existence mid criticism of practice.— Mr. Wilson, of the Cin¬ 
cinnati Board of Trade, declares that the prosperity of the Southern States has 
been largely depressed by ignoring the “long and short haul ” principle. The great 
trunk systems of the country rarely have any trouble over this clause. The south¬ 
ern territory is where this difficulty obtains, and it all centers around the idea that 
there must be low rates to meet water competition at certain points, and that to 
these must be added local rates back to the interior. The interior is thus checked 
by high rates. Advantage is given to certain towns, whether they have commercial 
merit or not, that merely happen to be situated on a river, creek, or canal. This 
policy has been very injurious to the South. When the Louisville and Nashville 
Railway opened business after the war, water competition was effective from Cincin¬ 
nati and Louisville to Nashville, but now it is a very rare thing that a boat loads 
with freight from Cincinnati to Nashville, and yet the rates made from Cincinnati to 
Nashville are based on old river competition. (696-667.) 

Mr. Wilson testified that the “ basing-point, system ” is the, successor of the “ long 
and short haul” system of making rates. Beginning with the theory that rates 
must lie reduced where there is competition between water and rail, the railways 
extend that principle, to railway crossings. The effects arc evil to the roads and to 
the people, often preventing the establishment of industries at. more eligible points 
upon a railroad than at the crossings. The Pennsylvania Railroad has done away 
with this system, with the result that industries are scattered from one end of its 
line to the other. Southern roads, especially the Louisville and Nashville, have 
operated on the discriminating principle, very largely. The Cincinnati Southern 
never operated on it, and has never had any conflict with the “long and short haul ” 
clause. (697.) 

Mr. Davant, commissioner of the Memphis Freight, Bureau, an organization of 
merchants and manufacturers, says that the bureau has accomplished a good deal in 
securing more just freight rates for Memphis and its vicinity. The bureau does not 
believe, however, that discriminations between long and short hauls should be 
altogether abolished. It favors the doing away, in whole or in part, of discrimina¬ 
tions against North and South Carolina mill points in shipments from the West as 
compared with New England and coast points, but in shipments from New York and 
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the East to St. Louis and Memphis it finds Memphis at a disadvantage because the rail¬ 
roads claim that they can not reduce the through rates to Memphis without reducing 
and disorganizing all of their local rates. The conditionsof transportation at different 
points are so different that it is hard to establish any just rule in regard to long and 
short hauls. The witness admits that discriminations against intermediate towns and 
in favor of competitive points tend to prevent the establishment of factories and 
industries at intermediate points. He says it is uncertain whether the gain in busi¬ 
ness to the railroads by fostering the establishment of industries at intermediate 
points would equal the loss of business at the competitive points by maintaining 
liigher rates there. (5, 8.) 

Mr. Tau'Ott, assistant to the president of the Seaboard Air Line, says that the long 
and short haul clause of the interstate-commerce act has never been fully observed 
in the Southern State's. For instance, rates from Chicago to Atlanta are higher than 
the rates from Chicago to Savannah or Charleston, though the freight goes through 
Atlanta to reach those points. These conditions are caused by actual competition. 
Mr. Talcott believes, however, that all the roads have tried to carry out the law. 
They have claimed that they can not carry it out in every respect. (030,032.) 

Mr. Dunlap, an officer of the Gainesville, Jefferson and Southern Railroad and of 
the Tallulah Falls Railway, both short lines, says that the business of those lines is 
mostly local, and that discriminations between long and short hauls are of little 
importance upon them. There are three or four common points where these roads 
have competition, and the rate to them is a little lower than to the intermediate 
points. (2 .) 

2. General defense.— Mr. McGovern, of the Southern Classification Committee, tes¬ 
tifies that tlie principal difference between the rate system in the South and in the 
other two sections of the country is that in the South there are lower rates to what 
are called basing or competitive points than to the small local stations. These rates 
were first established in competition with \vater transportation, ami the basing-point 
system grew out of this principle. Afterwards new rail lines were built and there 
was competition between all-rail carriers and between markets that forced the rates 
down to large towns where there was no water competition at all. The roads have 
not believed that they ought to be called on to put down rates equally to every inter¬ 
mediate point where competition does not exist. The only difference in conditions 
as between Georgia and Ohio is that in Ohio there had been a fiat fourth-section 
basis before the interstate-commerce law was passed. In the South comjietition 
exists not only with the sensible traffic officials, but with others who are not so sensi¬ 
ble, but who are still doing what they believe to be for the best interests of their 
roads. Competition is anything that compels the carrier to reduce a rate, and one 
competing road would be as much affected by it as another. There is not so much of 
a tendency to establish basing points arbitrarily in the South as there formerly was. 
They were established and are maintained by reason of competition and competitive 
rates. (678-680.) 

Mr. Tau’Ott, assistant to the president of the Seaboard Air Line, says that when he 
was directly connected with rate making in the Southern States the basing-point sys¬ 
tem, in the sense in which the phrase is now used, had not been developed. The 
system on Western business then was that the roads north of the Ohio River made 
the same rate from any given point, as Chicago, to all points on the river, and the 
roads south of the river made the same rate from all points on the rivvr to each inte¬ 
rior point. The combination of these two rates to and from the river made the 
through rate. As far as practicable the most important distributing points were given 
the same rate, to enable them to develop equally. The rates to other points were 
generally made by adding to the rates to these distributing points the local tariff of 
the road over which the freight went. This was a recognition of the general princi¬ 
ple which is used in the present basing-point system. (629,630.) 

Mr. Markham states that what is Known as the “basing point system” of the 
Southern States is simply that when a town has grown to any importance, so as to 
have a wholesale business, then it gets rates which are related to rates that are made 
to other jobbing centers. The system would start from a point like Atlanta or New 
Orleans and gradually extend to other towns that were of sufficient commercial im¬ 
portance to justify the receipt of as good rates as the larger cities. The rates are not 
always the same to the different points, but their relations to each other are such as 
to enable each place to trade in the outlying territory that might be claimed as trib¬ 
utary to it. The determination of what should be a basing point is somewhat arbi¬ 
trary and involves an infraction of, or an exemption from, the long and short haul 
clause of the Interstate Commerce law. The rates from New York and Chicago to 
the same territory are related. A rate from one place could not be changed with¬ 
out a demand being made for a reduction in the other rate. The rates were very 
early fixed from Baltimore, Cincinnati, Louisville, and St. Louis to the southern ter- 
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ritory near the Mississippi, and changes have been made from time to time in the 
rates so as to equalize them from the various points. (439.) 

Mr. Markham states further that the competition of the rivers made the rail rates 
in the first instance. The differentials established at that time obtain to a large 
extent now. Many commercial conditions prevailing may necessitate changes 
of rate. In a meeting of the traffic managers of the various competing railway 
lines various influences arise, and it often requires a long time to establish certain 
fixed differentials between the various shipping places and a common trade center, 
each manager being particularly anxious to secure the trade for his own line ami 
threatening to make other special rates if not given equal treatment. The de¬ 
fense set up by the Southern railways before the Interstate Commerce Commission 
and the United States courts, that the low rates granted to the important Southern 
cities was because of the water competition, is a true one. It may nave been true in 
the first instance, even though no boats were plying on the rivers reaching those 
cities, iiecause if the railroads were to put up the rates a river traffic would soon be 
created. The railroads would protect themselves from the river competition as they 
would from a rival railroad. Even when water competition is killed by such low 
rates the railroads seldom advance rates afterwards. They could not easily lie ad¬ 
vanced, because the merchants and manufacturers have adjusted their prices and 
their business operations to them, and the change would cause a general disturbance 
of the fixed conditions. Moreover, a traffic officer, from long association and work¬ 
ing traffic under those rates, can not readily disassociate his mind of the idea that 
the business is properly conducted, and that any other rates would be improper. 
(434-435.) 

Mr. Markham denies the charge that the railroads lose money by hauling freight 
at very low rates on through traffic from competitive points and made up those 
losses by increasing their local rates, lie said the railroads at the interior points 
have reasonable rates which will enable those towns and communities to do busi¬ 
ness; that the railroads find the situation at the river points such that they can get 
traffic only by making a certain very low rate; that while that rate may necessarily 
bo very low, only a fractional part of what it is at interior points, it does not neces¬ 
sarily follow that the road is losing money on that traffic, because the rate will ena¬ 
ble the road to add to its receipts more than to its expenses. (436-438.) 

Mr. Markham states that if nis railroad hauled all freight, at an average rate they 
would got just as much money as they do now; that the railroads would be very glad 
to get the average rate for a car of merchandise. The rates to Southern points remote 
from the rivers are higher than the rates to points on the rivers, because the roads 
could not be successfully operated, particularly the Southern roads, if all rates were 
reduced to the basis of the river rates. (435.) 

3. Effect of competition of Mmmippi River (see also p. olxxxvii) .—Mr. W ilson testifies 
that water transportation down the Ohio and Mississippi rivers to New Orleans and 
other river points is recognized very much to the disturbance of trade relations at 
all river points—the rates are lower than to the interior points. The rates to Atlanta, 
for instance, are. much higher than the rates to New Orleans and Mobile. Selma, 
where the Cincinnati rates are 104 per cent of the New York rate as against 55 per 
cent of the distance, is excluded, because them is no water competition by way of 
Mobile from New York. (689.) 

Mr. Markham refers particularly to the rates on the Mississippi River from 
Memphis down, and compares them with the railroad rates in the same territory, 
saying that the rates from competitive points to New Orleans are much lower than 
from noncompetitive points, both by mil and by water. A railroad rate from a 
point near the river would be the river rate plus the rate from the river to the inte¬ 
rior point. If it were not so near the river the railroads would be justified in charg¬ 
ing a higher rate. The last report of the Interstate Commerce Commission showed 
that 17 per cent of the railway mileage of the United States was south of the Ohio 
and Potomac rivers, but that the earnings of those roads were only 12.5 per cent 
and their dividends only 6 per cent of those of all t*he railroads of the United States. 
Replying to a question as to whether at competitive points on the river the railroad 
and not the steamboat fixed the rate, he said that he had no doubt that eventually 
it must be so. While the steamboat rate on cotton from Memphis to New Orleans 
is 17 cents a hundred, farther down, where there was no competition, the rate 
might be as much as 20 cents. (436-437.) 

4’. Steamboat* on the mall river* of the South.—Ur. Markham states that he does not 
know of any lines of steamboats regularly plying on the smaller rivers on the Atlantic 
and Gulf coasts. The Tennessee and Cumberland liave boats running, and the 
Arkansas and Red rivers also, and the witness thinks there are lines running from 
Mobile up the Alabama River as far as Montgomery. He has also seen a statement 
that boats are running ud the Tennessee River as far as Chattanooga, but he thinks 
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this is an innovation. The statement made in the public press that by shipping by 
water from Chattanooga to Paducah there was a saving of 30 to 40 per cent on through 
shipments to New York ami Philadelphia is hardly correct. The saving would not be 
that much, localise there are boats up to Nashville, and the rate to Chattanooga 
would be tlie Nashville boat rate, plus the rah* from Nashville to Chattanooga, which 
would not be as great as if there was only rail competition to Chattanooga all the 
way. Probably only in some special commodities, such as grain, flour, and other 
articles, would any saving be effected. (435,439,440.) 

Mr. Tau’ott, assistant to the president of the Sealmrd Air Line, says that some 
years ago, when he had direct knowledge of conditions, there were regular lines of 
steamboats on some of the smaller Southern rivers, whose competition the railroads 
had to recognize. The boats on the Savannah River were at one time subsidized by 
the railroads in the Southern Railway and Steamship Association to secure the main¬ 
tenance of rates. (028,029.) 

5. Montgomery and Mobile rates. —Mr. McGovkrn says that the rate from the North 
to Mobile was made the same as the rate to New Orleans, which was first, fixed by 
the competition of the river. This witness scarcely thinks it justifiable to make 
these rates the same. Now, when goods come down from the North the direct rate 
to Montgomery would be, in some instances, leas than the Mobile rate plus the local 
rate from Mobile to Montgomery. Goods under such circumstances are shipped 
through to Mobile and back. The reason the goods are not stopped at Montgomery 
in the first instance is that it was found that the agents were gradually hunting for 
freight combinations, and consequently the policy was adopted to put the Montgom¬ 
ery goods into the Mobile shipment and let the Montgomery man make his arrange¬ 
ments to have them leshipped. (081.) 

C. Alleged discrimination*, between rates from llast and West to 
Soulliern States.— 1. Cincinnati: Tts interest in Southern trade. —Mr. Edward P. 
Wilson, secretary of various Ohio commercial organizations, testifies that in early 
days Cincinnati was one of the principal points of supply and distribution to the 
South, the goods being carried on steamers and distributed by river and bayou 
throughout the South. She thus gained a prestige in Southern business, and for 
three-quarters of a century has been developing that business, though not to the 
extent she formerly did. The construction of railway lines into the South and the 
improved service in mil transportation have given better facilities to rival cities than 
Cincinnati now possesses. The Louisville and Nashville Railroad was the first 
important, line built from the Ohio River into the South, and as it made its connec¬ 
tions through Louisville, that city was brought into prominence as a ri\ al distributing 
center to Cincinnati. (687.) 

> 2. Alleged e eckmon of Western mamifarfurers from Southern trade. —Mr. Wilson testi¬ 
fies that about 1879 competition oi the railroads for Southern business was very brisk, 
both from the Eastern seaboard cities and from Western centers, like Chicago, 
Cincinnati, St. Louis, and fomisville. The result was that the roads made an agree¬ 
ment. to divide the business and maintain rates, and to give to the Eastern cities 
practical control of the trade in manufactured articles, which had their origin at that 
time on the Eastern seaboard, and to give to the roads leading south from the Ohio 
River the trade in what were thou known as the peculiar products of the West— 
packing-house products, grain and its products- both direct, and indirect. The result 
of this was to make rates of freight from the Ohio River points what the roads 
pleased on the heavy products and to maintain high rates on tin* miscellaneous manu¬ 
factured products, so that competition could not be had with the Eastern cities on 
those products. Since 1879 conditions have changed, manufactures have moved 
westward and the West demands entrance to the South on equal terms with the East 
for manufactured products. This has been denied by the railroads, but certain 
spasmodic instances of relief have been afforded. Another advantage winch the 
foistern cities secured as against the Western cities resulted from the rates made by 
the coastwise steamers from the North to the Southern seaports. Owing to the favor 
shown the Eastern cities in res|>eotof manufactured articles for Southern trade, the 
Western manufacturers in some instances have found it necessary to establish and 
maintain warehouses in New York and Boston, from which their manufactured 
products may be distributed to the South. (687-688.) 

Mr. Wilson gave sjiecitie instances of railway discriminations against Western 
cities for Southern trade as compared with the Eastern cities. Cincinnati is 475 miles 
from Atlanta and New York is 876 miles from Atlanta by rail. While the distance 
from Cincinnati is 54 per cent of the distance from New' York, the first, second, and 
third class rates from Cincinnati to Atlanta are 94 per cent of the New York rates. 
In one of the lower classes the Cincinnati rate is 69 per cent, of the New York rate, 
but that is on one of the articles which was given to the West in the division of 1879. 
The distance from Cincinnati to Meridian, Miss., is 55 per cent of the distance from 
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New York to Meridian, and the Cincinnati rate is 107 per cent of the New York 
rate. A statement was presented to the Interstate Commerce Commission in 1802 
wherein these and other discriminations were set forth. The commission, in May, 
1894, found that tho rates from the Western cities to the South were too high, as 
compared with the Eastern rates, and ordered them reduced about 40 per cent. 
The question, however, was carried to the Supreme Court of the United States, but 
the merits of it were not considered, the case being ruled out on the ground that the 
Interstate Commerce Commission did not have authority to establish railway rates. 

Mr. Wilson declares that cheap water transportation from the Eastern cities to the 
Southern seaports is not as great a factor in the establishment of the Eastern rail 
rates as is ordinarily represented by the Eastern roads. It is used merely as an 
excuse for making the Eastern rates lower than the Western rates. The competition 
between the Eastern coastwise steamship lines and the railroads is much less than it 
is represented to be. (688-689.) 

Mr. Langley, of the Merchants’ Association of New York, says that New York is 
not holding its own as a distributing center throughout the Middle West as against 
Chicago and St. Louis. There is competition as between New York and the Western 
cities for the Southern trade, but if there is any advantage in this particular New 
York has it as against St. Louis and Chicago. This is due to another agreement 
between railway lines, dating back perhaps HO years, that merchandise should enter 
the South from the East. The idea was to exclude the Western lines from any nar- 
ticipation in business that moved into the South. The agreement exists to-day. 
The witness does not think that the rates of the coastwise steamers had anything to 
do in regard to this agreement, and says that he does not think that any cheap water 
rates exist. There is, in fact, no competitio i between the coastwise lines and the 
railroads. The Southern classification applies to the steamship lines as well as to the 
railroads. 

It is possible to deliver goods from New York in the Southern States east of the 
Mississippi cheaper than from Chicago or St. Louis, even though the Illinois Central 
has a direct line from Chicago to New Orleans and Mobile. The lines east of the 
Mississippi in the South refuse to cooperate or prorate with the lines west of the 
Mississippi. If the Illinois Central attempted to take independent action in resjieet 
ot freight rates into the South it would precipitate a rate war. (874-875.) 

Mr. Wilson says further that any road leading into the South has the power to 
reduce rates, but it does not consider it expedient to do so upon its own responsibility, 
because it fears the consequences of independent action. Tne controlling influence 
against the reduction of Western rates is that the lines from the Western centers dare 
not grant what they might consider to be their own interests, beeause of the opposi¬ 
tion of the Eastern lines. The effect of this situation is to prevent substantial justice 
by any of the roads leading into the South. There are no more glaring instances 
of injustice by any system of railroads than the system of unjust tariff from the Ohio 
River to the interior South, and no case has ever lieen presented where the complaint 
has been more clearly defined and supported, and, at the same time, so conspicuously 
ignored. This condition is attributable to the fact that a few dominating interests 
govern the transportation of the South, and are close together in their determination 
to protect each other in order to protect themselves. A few prominent capitalists 
own the larger portion of the stock in all of the transportation organizations that do 
business in the South, and they have agreed practically among themselves that they 
will not hurt each other. The consolidation of these interests would perhaps lie 
beneficial. Even if the specific difficulties are not removed, the conflict of interests 
will be minimized in the near future by combination. ((>91-692.) 

Mr. Guillaudeu, of the Old Dominion Steamship Company, states that, the Eastern 
men are looking with great alarm on the increased volume of trade from the Western 
cities, such as Cincinnati, St. Louis, and Chicago, and have come to the conclusion 
that those cities must enjoy letter rates than the Eastern cities do. He says that it 
has lieen fully 20 years since there was any general movement of grain and other 
products from the West to New York for the South. In the meantime Baltimore and 
points in Virginia were having as low rates as New York from the West, if not lower. 
There is some business from Baltimore and Philadelphia from the West for coast points 
south of Hatteras, but the great volume of the business goes direct by through car 
movement across the Ohio River and is distributed all through the Southern States. 
The manufactured products from the Western cities destined for the South consist 
largely of iron articles, agricultural implements, furniture, etc. Perhaps the growth 
of nianufactures in the Western country might have something to do with the increase 
of its volume of Southern trade, but it is to be attributed primarily to the decrease of 
rates. The witness is not in close enough touch with the rate situation to say whether 
the rates from the Western cities to the South are less than the pub i; «hed tariff. 
(447,448.) 
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Mr. Talcott, assistant to the president of the Seaboard Air Line, says that when 
the Chesapeake and Ohio road was opened in 1874 it adopted for its rates to Rich¬ 
mond from the West the trunk line rates to Baltimore which it found in force. 
Western business had previously gone to Baltimore and thence to the South. The 
new competition necessitated a readjustment. Very recently, Mr. Talcott under¬ 
stands, the plan has been adopted of making Richmond, Norfolk, Portsmouth, Lynch¬ 
burg, and perhaps Petersburg, gate cities from the West. The Western lines agree to 
make the rates the same to all these points, notwithstanding the different lengths of 
haul. The Southern lines make the rates to interior points by adding either agreed 
rates or locals. (684.) 

3. Territorial apiwtiomnent of traffic between Eastern and Western lines— Mr. Wilson 
testifies that a circular entitled “ Division of Territory South of the Ohio River” con¬ 
tains the following clause relating to the territorial apportionment of traffic between 
the Eastern and Western lines, viz: 

“(1) Western lines shall not make joint rates on traffic passing between points 
eastof Buffalo-Pittsburg zone and points east of a line drawn from Chattanooga, Tenn., 
through Birmingham, Selma, amt Montgomery, Ala., to Pepsacola, Fla. 

“(2) Eastern lines shall not make joint rates on traffic between points west of 
Buffalo-Pittsburg zone and points on or west of a line drawn from Chattanooga, Tenn., 
through Athens, Augusta, and Macon, Ga., to Liveoak, Fla.: Provided , however , That 
the Norfolk and Western Railway may participate in traffic via Kenova, at the rates 
established by the association between points in the territory on and east of its line, 
from Columbus, Ohio, to Kenova, W. Va., ami on and south of the line of the Pitts¬ 
burg, Cincinnati, Chicago, and St. lx>uis Railway, Columbus, Ohio, to Steubenville, 
Ohio, and points on and east of the Chattanooga-Montgomery-Pensacolaline asdetined 
in paragraph (1).” 

The witness does not know whether this division of territory is supported by any 
traffic agreement, but said it corresponds with the practice at the present time. It is 
a practice in restraint of trade. (690.) 

4. Conflict of Western interests.—Mr . Wilson testifies that in the presentation of the 
Western ease to the Interstate Commerce Commission, Chicago and Cincinnati acted 
together, but Louisville and St. I^ouis seemed to be so closely in the power of the 
local roads that they took no part in the transaction. The fact is constantly asserted 
by shippers that l/niisville has the advantage of Cincinnati, by reason of the adjust¬ 
ment of the tariff on the Louisville and Nashville Railroad, but it has never been 
proven. It is known that Nashville is in receipt of a great many favors not accorded 
to any other inland city. Certain trades are so affected by it, that they have estab¬ 
lished their warehouses in Nashville, rather than fight trie situation. The reason 
given for these favors to Nashville is that it should receive discriminations on account 
of having both rail and water connections, but the water transportation to Nashville 
is at present quite insignificant. Navigation is attended with so many difficulties and 
the river is so low nearly all the time, that it does not affect transportation at all. 
(692.) 

5. Rales from St. I/mis and Cincinnati to the Southern States compared. —Mr. Wilson 
testifies that there lias been very serious complaint by the shippers of grain from 
Cincinnati against the policy adopted by the railroads whereby transportation by 
way of Memphis from the Western grain fields is made through St. Louis, and not 
through Cincinnati. For a time the rate applied from St. Louis to Southern territory 
on business coming from Kansas in competition with the Kansas City, Memphis and 
Birmingham road was only 1 cent higher than the rate from Cincinnati, and the 
roads from St. Louis to Cincinnati asked 7 cents for bringing the grain from St. Louis 
to Cincinnati. The roads South would have been compelled to cut their rates about 
5 cents a hundred pounds in order to equalize conditions. This they refused to do, 
and a barrier was erected against the passage of any grain from points west or north 
of Cincinnati through Cincinnati. The only remedy for this is the consent of the 
roads to make the total rates between any two points the same, and to distribute 
among themselves, as they may deem equitable. Each community competing in a 
common market is entitled to just rates at the hands of the carriers and to the bene¬ 
fit of all its natural advantages. (694-695.) 

6. Cincinnati Southern Railroad. —Mr. Wilson says that owing to the trade of Cin¬ 
cinnati being diverted by lines of railway from other Northern points to the South, 
Cincinnati lound it necessary to construct a line of road from that citv to Chatta¬ 
nooga, which was considered the most important strategic point south of Cincinnati, 
for distribution. This road was built by the city as a public enterprise. It cost 
something over $18,600,000. Bonds were issued for this amount and tne proceeds of 
the bonds put into the road. The city has been carrying those bonds, the road has 
been paying part of the interest and the city the rest, so that the roaa has cost the 
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city now about $36,000,000 in cash. Its income is a rental of $1,090,000 a year. The 
bonds are about to expire, and if they can be refunded at current rates of interest it 
will result in the city having an annual surplus. This road is leased by an organiza¬ 
tion known as the Cincinnati, New Orleans and Texas Pacific Railroad Company, a 
corporation organized under the laws of Ohio, which has been operating the road 
for about 20 years. The proposition now is to extend that lease 65 years, and it is 
being favorably considered by the majority of the people in interest. The impres¬ 
sion prevails in Cincinnati and elsewhere that the outcome of this extension will be 
to give the control of the road to the Southern Railway, and this the people desire. 
Nearly 80 per cent of the stock of the Cincinnati, New Orleans and Texas Pacific 
Railway is held by the Southwestern Investment Security Company. The Southern 
Railway owns a majority of the stock of the Southwestern Investment Security Com¬ 
pany, and through that instrumentality it has a dominant influence in the Cincin¬ 
nati, New Orleans and Texas Pacific Railway Company. There is a clause in the 
proposed lease of the Cincinnati Southern road to the Cincinnati, New' Orleans and 
Texas Pacific Company that “The right to sublet this property to any other than 
the Southern Railway is denied.” The city of Cincinnati will never sell the road, 
at least not within the terms of the lease. The main thing to be accomplished is to 
lease the property upon a long rental and give the city an income. The terms of 
the lease will be based on the earnings of the road, and seem to l>e favorable to the 
future of the road as well as to the city. There is a clause in the present lease which 
provides that the lessee company shall not discriminate against the citizens of Cin¬ 
cinnati, Kentucky, or Tennessee, but this clause is indefinite, and as there is no pen¬ 
alty provided to secure its enforcement, it has not amounted to anything. In 
renewing or extending the lease the Cincinnati shippers are interested in having a 
declaration of policy that will protect the geographical situation and rights of the 
road. The Cincinnati Southern road having been leased to foreign control, its pol¬ 
icy has hitherto practically ignored the territorial advantages that Cincinnati claims 
she should have through its construction. (687, 692, 694.) 

1). Miscellaneous discrimination* and rate adjustments In the 
South.— 1. Atlanta and Savannah rates— Mr. McGovern testified that there are 4 or 
5 concerns in Atlanta that have warehouses located at Savannah in order to get the 
benefit of the lower rates to Savannah made by the ocean routes, and they then 
reship the goods inland from Savannah. If it should come to pass that Atlanta 
would commence to do all its business at Savannah, the roads would have to decide 
what they would do about it, because there are some roads that haul Atlanta busi¬ 
ness that have nothing to do with the traffic at Savannah; and if the Savannah busi¬ 
ness should grow to a sufficient volume it would force a reduction to Atlanta and 
other interior points. Referring to the tin-plate industry, he says that Mr. Charles 
Conklin got his commodity rate on tin plate East and West by using as an argument 
that if the roads did not give him a commodity rate to Atlanta, he would move his 
works to Savannah and get the plate there by water. Mr. McGovern says he does 
not think the roads should have given him that rate, for the reason that it is not 
used for manufacturing purposes. He ships a great deal besides manufactures. 
(68i, 682.) 

2. Birmingham and Atlanta rales. —Mr. McGovern testified that Birmingham and 
Atlanta have the same rates from the East because they have always been in the 
same group. From the west the rates were formerly the same to the 2 points, but 
when the Kansas City, Memphis and Birmingham Road was built from Memphis to 
Birmingham the rates to Birmingham were made much lower than to Atlanta. The 
Louisville and Nashville Railroad attempted to keep up the same rates from Ohio 
River points to the 2 cities of Birmingham and Atlanta, but was not able to do so, 
and about 1886 the Birmingham differential was fixed, which still exists. It would 
not. benefit Atlanta to build an additional railroad from the West, and would not 
lower her rates to the same plane as those of Birmingham. Atlanta has not suffered 
from freight rates and has all the railroads she needs. It is the business of the rail¬ 
road to fix the rates to fit the conditions as they exist. (680.) 

3. The Charleston-Ashevi tie-Norfolk case.— Mr. McGovern says that what is known 
as the Charleston-Asheville-Norfolk case arose out of the desire of Charleston to have 
the same rates from Chicago through Asheville, as Norfolk has. The Southern Rail¬ 
way has a line through Asheville to Norfolk, and the rate was made the same on that 
line to Norfolk as on the direct line, although it was much more roundabout. Charles¬ 
ton is very much nearer Asheville than Norfolk is, but the Southern road would not 
grant the rate desired; consequently Charleston, about 2 years ago, brought the Ques¬ 
tion before the Interstate Commerce Commission, but a decision has not yet been 
reached. 
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Mr. McGovern Bays the reason why Charleston did not get the same rates as Nor¬ 
folk over the Asheville line was that the Asheville line had nothing whatever to do 
with fixing the rates from Chicago to Norfolk. The rate from Chicago to Norfolk 
was fixed by the trunk lines from Chicago to the seaboard, the shortest line being 
the governing element. It is the same as the Baltimore rate, which is a little below 
the Philadelphia and New York rates. The Charleston rate is likewise fixed by the 
trunk lines, and is practically the Norfolk rate plus the water rate from Norfolk to 
Charleston. Norfolk is considerably nearer Chicago than Charleston is. The Ashe¬ 
ville line does not handle any Western business of any consequence bound for Nor¬ 
folk. There may be a little money to the Southern road on Norfolk business from 
Chicago, but certainly not enough to make it a factor in rate making. (683-686.) 

4. Rates through Richmond. —Mr. McGovern says that the rates from the West to 
Richmond, properly speaking, are subject to the official classification and are made 
the same as from Baltimore, but on through business going to the Oarolinas the rates 
through Richmond are made on a proportional basis on the .Southern Classification. 
The rate from Cincinnati to Richmond is 62 cents, but the proportional rate on busi¬ 
ness going through Richmond to the Oarolinas is only 32 cents from Cincinnati to 
Richmond. The complaint is really as to rates rather than classification. (677.) 

5. Rales on cotton to Southern and to New England and European mills. —Mr. Da v ant, 
commissioner of the Memphis Freight Bureau, testified in 1600 that the freight rates 
from Memphis to Eastern cotton mills were based on a rate of 55£ cents per hundred 
to Boston and 57f cents to New York, while the rate on cotton to Carolina mill points 
was 59 cents. Thus cotton going from Memphis to Charlotte, N. C., or to Greenville, 
8. C., would pay 59 cents, while cotton for ex port or for shipment to New England, 
going througn those points to Norfolk, 300 or 400 miles farther, would pay 42 cents. 
The rates to Liverpool from Memphis are sometimes lower than to Carolina points, 
although the rate to Liverpool at the time of Mr. Davant’s testimony was about 72 
cents. 

The witness contends that the freight rates from Memphis should be the same to 
the Carolina mills as to Norfolk and to other ports. lie does not believe that freight 
rates should lie in proportion to the length of the haul. The objection of the rail¬ 
roads to reducing freight rates to the Carolina mills is that it would ultimately result 
in a reduction of local rates to those mills from near-by points. Cotton rates to East¬ 
ern points, under severe competition between the different railroads, have frequently 
been reduced below a paving basis. Under those conditions the witness does not think 
it just that the railroads should be forced to carry similar low rates into their local 
territory, from which they have to get the principal part of their earnings. The rail¬ 
roads are able to charge higher rates to the local mills in theCarolinas, because there 
is practically no coin]>etition there. The rates to New York and Boston are deter¬ 
mined by the water competition by way of New Orleans or of Cincinnati. Notwith¬ 
standing these arguments in favor of discrimination, the witness insists that there 
should oe an adjustment more to the advantage of Southern mills. (5-8.) 

Mr. Davantsays that the rail freights on cotton from Memphis to New York and 
Boston are determined by the cost of water transportation. As a matter of fact, there 
has of late been no transportation of cotton to those points by way of the Mississippi 
River and the Gulf, but there would be if the rail rates from Memphis were advanced. 
Some cotton is transported up the Mississippi to Cincinnati and thence by rail. The 
water rate by this route is 5 cents lower than the railroad rate, the difference being 
supposedly due to the high costa of insuring cotton during water transportation. The 
witness thinks that a certain amount of discrimination m favor of Eastern points as 
compared with Carolina mill towns is necessary because of water competition to the 
more distant points. (6-8.) 

Mr. Markham states that the rates from New Orleans or Memphis to Liverpool by 
way of Boston would be the same as through every other port all the way around to 
New Orleans. The rates from Memphis to all ocean and Gulf ports are fixed figures. 
Each port reports each day to the Memphis Cotton Committee what ocean rates they 
can obtain to Liverpool. Those ocean rates are added to those fixed rail rates, and 
the port which has the lowest rate to Liverpool fixes the through rate by all ports. 
The railroads have to shrink their rail proportion down to a figure that will enable 
them to make the same through rate, wnereby all lines may get a share of the traffic. 
(442.) 

6. Galveston rales.— Mr. Markham states that the rates from Kansas City to Galves¬ 
ton and New Orleans are the rates from Kansas City to St. Louis, plus the barge line, 
and from Illinois territory to New Orleans by all rail. (441.) 

E. Alleged discrimination against Denver.— 1. Complaint of Denver 
regarding through rates— Mr. Griffith, representing the Denver Chamber of Com¬ 
merce, says that there are 5 railroads coming directly to Denver from the East— 
the Union Pacific, Burlington, Missouri Pacific, Rock Island, and Santa Fe, of which 
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3 make part of transcontinental lines. Denver has also a rail-and-water route by 
way of the Gulf of Mexico and through Fort Worth. 

The rates from Denver to San Francisco are now practically the samo as those from 
Chicago and New York to San Francisco. They were formerly higher, the more 
eastern cities being given lower rates on the ground of sea competition by way of the 
Atlantic. A case was brought under the influence of the Denver Chamber of Com¬ 
merce, known as Kindel v. The Atchisou, Topeka and Santa Fe Railroad. Mr. Kindel, 
who brought suit., was a manufacturer of bed springs, who was especially anxious to 
obtain a satisfactory Western outlet. The Interstate Commerce Commission held that 
the rates from Denver to the Pacific coast should not exceed those from Chicago or 
more eastern cities. The witness believed at the time of his testimony in May, 1901, 
that the railroads were about to put the modified rates into effect. 

Mr. Stubbs, of the Southern Pacific Company, says that the case brought several 
years ago by the chamlier of commerce of Denver regarding freight rates was very 
similar to that which was being pushed regarding Pacific coast rates at the time of 
his testimony in the summer of 1901. The Denver case came directly within the 
long and short haul clause of the interstate-commerce law. The Denver jobbers 
claimed that they should have lower rates to and from points in California than pre¬ 
vail between the Missouri River points and California. The contention of the railroads 
was that the rates from the Missouri River to California were influenced by sea com¬ 
petition from New York, but that the influoneeof this sea competition did not extend 
farther west. They hold accordingly that it would not be fair to give Denver a rate 
as much lower than that from Missouri River points as the proportionate distance 
would indicate. The railroads held that to give Denver the same rate as that from the 
Missouri River would be a fair compromise, and the Denver shippers accepted this 
offer. 

The witness says further that the high rates which had previously prevailed from 
Deiner had not been approved by the railroads themselves, but that they had main¬ 
tained them because they did not wish to recognize that there was any effect of sea 
competition at Denver, or because the Interstate Commerce Commission would not 
recognize railroad competition as a factor in determining differences between the long 
and short haul rates. The railroads felt that if the rates from Denver were reduced 
then the rates from all other points would have to be similarly reduced, so that the 
lates were held up to protect the revenue of the railroads. In this case, however, 
the Interstate Commerce Commission held that Denver must be given the benefit of 
sea competitive rates. (760.) 

Mr. Griffith says further that Denver manufacturers also complain that the rates on 
raw materials from tin; East, are high as compared with the rates on manufactured prod¬ 
ucts, so that the development of manufactures in Colorado is greatly retarded. Some 
manufacturers have been able to get the railroads to make commodity rates on raw 
materials, which have relieved them, but this is not true in other cases. In the case of 
iron and steel, which are largely produced in Colorado by the Colorado Fuel and 
Iron Company, the manufacturers who use these products as raw materials claim that 
the high freight rates from the East act as a protective tariff to the local industry, so 
that the manufacturers get no advantage in low prices sis the result of the production 
of iron and steel in the State. A large manufacturer of machinery told the witness 
recently that he bought a considerable amount of pig iron from Pittsburg in spite of 
the fact that the freight rate was so high. The witness is inclined to think that the 
Colorado Fuel and Iron Company ought to be able to produce iron and steel about 
as cheaply as it is produced in Pittsburg, altlxnigh the cost of labor and general 
excuses are higher in Colorado. The supply of ore and coal is practically unlim¬ 
ited and quite convenient, although the Fuel and Iron Company gets most of its iron 
ore from the edge of Wyoming. The witness presumes that sooner or later there will 
1 e many more ironworks established. Colorado is a large State, with many resources 
and few jieople to develop them, so the available capital has largely gone into pre¬ 
cious metal mining and other enterprises rather than into coal, iron, and steel pro¬ 
duction. (848-857.) 

2. Alleged discrimination against Denver jobbers in distribution of goods. —Mr. Grif¬ 
fith presents a paper prepared by the chairman of the traffic bureau of the Denver 
Chamber of Commerce regarding the freight rates at Denver, and the witness himself 
explains the subject further and presents additional arguments in favor of modifica¬ 
tions of the existing basis. It is asserted by these gentlemen that Denver has never 
bad any substantial assistance in her development from the transportation companies, 
but, on the other hand, has been constantly handicapped by restrictions. 

The particular complaint presented by Mr. Griffith is in behalf of the jobbers of 
Denver, who hold that they have never enjoyed a basis of rates for the distribution 
of goods, particularly to common points in Montana and Idaho and other States 
adjoining Colorado, which enabled them to compete with Eastern cities and Missouri 



CXVI 


INDUSTRIAL COMMISSION I—TRANSPORTATION. 


River points or with the Pacific terminal points as regards the distribution of prod¬ 
ucts from California. Denver has always been treated as a way station in the mak¬ 
ing of rates. From the East the Missouri River is substantially the basis line. Mis¬ 
souri River and other Eastern ixfints receive through rates directly to common points 
in the Mountain States, while Denver must, add to a high rate from the Eastern points 
other high local rates. The rates from Denver to Utah, Montana, and Idaho are 
based upon the Missouri River rates and are usually 70 or 80 per cent of those rates, 
which makes it practically impossible for any considerable amount of business to 
originate at Denver. By way of further illustration the witness states that the rate 
from the Atlantic coast by rail to Denver is $2.72 per 100 pounds on first-class goods. 
The rate from Chicago to Denver on first-class goods is $2.05, and the rate from Mis¬ 
sissippi and Missouri River points is practically the same. From Denver to common 
points in Montana and Idaho the freight rate is $2 on first-class commodities. The 
rates from the Missouri River to those common points direct is $2.50 per 100 pounds, 
which is very much less than the combined rate from the river to Denver and from Den¬ 
ver to Idaho and Montana. Mississippi River points have a carload rate on first-class 
goods to Idaho and Montana of $2.90 per 100 pounds, and Chicago has a carload rate of 
$3.10. The rate from Chicago to Denver, added to the rate of these common points 
from Denver, is $4.05, there Doing no carload rates allowed to Denver on most goods. 
The Chicago jobber thus has an advantage of 95 cents on the cost of shipment. 

Mr. Griffith states that there is less occasion for complaint as regards the rates 
from Denver to New Mexico. An arbitrary blanket rate has Ix'cn made by the rail¬ 
roads on the condition that the merchants should give them a certain amount of 
tonnage. These rates enable the Denver merchants to compete in New Mexico ter¬ 
ritory. The rates from Denver to Colorado points are also satisfactory, and, in fact, 
the jobbing business of Denver is largely confined to the State of Colorado alone. 
The rates in some instances are high, but the Eastern jobber has no advantage, since 
there are no through rates from the Eastern States lower proportionately than those 
by way of Denver. 

This witness states also that practically all Eastern cities have the same advantage 
over Denver in the matter of jobbing business. The witness understands that goods 
coming from the East to Chicago takes a basis of 67 cents per 100 pounds first-class to 
Chicago; the Eastern rate to St. Louis is 87 cents, and to Missouri River points $1.47. 
All the different Missouri River points get the same rate from the Atlantic seaboard 
and make the same rate to Western points. 

The Denver merchants maintain, according to Mr. Griffith, that they are entitled 
to be placed on an equal competitive basis with regard to distributing goods to com¬ 
mon points in the Mountain States. The present base line on which the Western 
distributive rates are founded is the Missouri River. A new base line should be 
established, running north and south through Cheyenne, Denver, Colorado Springs, 
and Pueblo. This would enable all the cities named and others along the same line 
to compete on equal terms with Eastern points. The establishment of this new base 
would also prevent rate wars and discriminations, since if cuts in rates were made to 
these points they would have to apply to farther Western points as well. The Den¬ 
ver merchants do not desire that the rates shall lie lower proportionately to and 
from Denver than in case of the more eastern points, but they do desire to have 
proportionate rates. The witness recognizes that if the adoption of such a new 
basis would not furnish sufficient tonnage to the railroads to justify the change in 
the rate they could not lx> expected to adopt it, but he asserts that the only way in 
which the country can be developed is by ceasing to discriminate against it. It is 
to the interest of the railroads that the country which they enter should be devel¬ 
oped in its manufacturing and distributing business. (848, 857) 

P. Freight rates to the Pacific coast and sea competition.—1. The 

case before the Interstate Commerce Commission. —Mr. Wheeler, representing the Pacific 
Coast Jobbers’ Association, describes the case being prosecuted in 1901 before the 
Interstate Commerce Commission with reference to the Pacific coast freight rates. 
This case was brought by the jobbers of the Middle West, through the St. Louis 
Traffic Bureau, to compel the railroads to put them in a more favorable position as 
regards traffic to the coast. 

The witness states that the transcontinental railroads found themselves at the out¬ 
set met with the competition of sea carriers from New York and the Atlantic coast 
to San Francisco and other Pacific coast ports. They were obliged to make rates to 
meet that competition, with allowance for the less favorable conditions of sea traffic. 
The railroads of the Middle West thereupon insisted that they should apply like 
sea-eompetitive rates between Chicago and other Middle West cities and the coast. 
They insisted on what was known as “postage-stamp rates,” making the charges 
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from all Eastern points equal, as the Government does in carrying letters. They 
made tariffs accordingly, which practically confined sea competition to competition 
as it then existed. Tne merchants of San Francisco, in 1893, in order to break the 
monojtoly then maintained, by virtue of practical combination between the railroads 
and the steamship companies, established a new steamship line to run in connection 
with the Panama Railroad and its steamship line on the Atlantic. They also subsi¬ 
dized a rival line of clipper ships around Cape Horn. The result was violent com¬ 
petition and a great cutting of rates. Rail rates were generally flattened out, and little 
or no difference remained between carload and less than carload rates, while value 
of goods and other proper elements which should be regarded in connection with sea 
competition were disregarded. This rate war continued <luring 1893 and 1894, after 
which the new steamship line was abandoned and the Panama Railroad Company 
renewed its relations with the Pacific Mail Steamship Company (which is affiliated 
with the Southern Pacific Company). Rates were advanced, but carload differentials 
formerly existing were not at first restored. The Middle West jobbers had been 
able, owing to the abandonment of these sjiee.ial carload rates, to secure an abnor¬ 
mally large share of the business of distributing-goods into the Pacific coast territory. 

For this reason the Pacific Coast Hardware and Metal Association, an organization 
of jobbers, made a protest and held a meeting with the railroads in May, 1898, at 
Milwaukee, as the result of which railroads in a measure restored the conditions 
existing before the rate war, which were more satisfactory to Pacific coast jobbers. 
The Middle West jobbers thereupon in turn protested and claimed as a right what 
had l>een granted by the railroads as a war expedient. Their efforts were successful 
in the case of the Great Northern and Northern Pacific railways, which, on May 1, 
1899, reduced the carload differentials, and, despite the complaints of the Pacific 
coast jobbers, declined to recede from that position. The railroads running directly 
to California, however, paid no attention to their northern competitors, and continued 
the operation of the Milwaukee tariff. 

Thereupon the Middle West jobliers began the suit, before the Interstate Commerce 
Commission against the transcontinental railways. They demanded: (1) That rates 
should be graded according to distance, so that a lower rate should exist from St, 
Louis than from Chicago and a lower rate from Chicago than from New York; (2) 
that carload differentials should he materially reduced; (3) that “blanket” descrip¬ 
tions should be adopted, by which a variety of articles widely diverse in value, 
density, and liability to damage might he packed in a single case and transported at 
a single rate. (744,745.) 

Mr. Langley, of the Merchants’ Association of New York, says that it is possible 
for a New York merchant to do business in California territory in competition with 
San Francisco. On business destined for California and the Pacific coast there is a 
classification in effect which is peculiar to that traffic. Jt is made in a different way 
from the other classifications. It is made by grouping and naming rates to cover 
groups rather than items. There has been a contention by the commercial bodies of 
the central West, particularly Chicago and St, Louis, that the scale of rates and also 
the classification in effect from Chicago and St. Louis is detrimental to their inter¬ 
ests. Those cities claim that the transcontinental lines are using the difference 
between the carload and the less than carload rates to exclude them from the Pacific 
coast territory. The Pacific coast jobbers maintain that Chicago and St. Louis 
have no right to do business in that territory, and there is now a case before the 
Interstate Commerce Commission that involves the whole question. The rate from 
New York to San Francisco and from Chicago to San Francisco is the same. Chicago 
and St. Louis both claim that because they are nearer San Francisco the rate to San 
Francisco should he relatively less than it is from New York. The rate from New 
York to San Francisco, however, on transcontinental business should be properly 
styled a “compiled ” rate; that is, a rate not based on the cost of sendee or the dis¬ 
tance hauled, hut forced upon the roads by the ocean rate from New York around 
Cape Horn to San Francisco. Chicago and St. Louis seek to have tliat compelled 
rate used as a basis, and then oblige the railroads to grade the rates from the Eastern 
seaboard to the Pacific coast. Denver makes practically the same claim. If the 
principle involved in the compelled rate is not recognized and protected and this 
graded system of rates is introduced, the rate from New York to San Francisco of $1, 
if graded westward, would soon reach a point beyond Denver where there would 
not be any rate at all. The Chicago merchant, while apparently able to compete 
with the New York merchant for the California trade, nas against him the rate 
that he had to pay to get his stock from the East to Chicago. On import goods, 
however, he can compete with the New York jobber for the California trade. 
(875-876.) 
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Mr. Stubbs, third vice-president of the Southern Pacific Company, also discusses 
the case brought by the snippers of the Middle West before the Interstate Commerce 
Commission regarding freight rates to the Pacific coast. He says that the interstate- 
commerce law recognizes by implication that a substantial difference of circumstances 
and conditions will justify a higher rate for the shorter haul that is contained within 
a longer haul than for a longer haul itself. Usually the Interstate Commerce Com¬ 
mission has defined such special conditions, justifying lower rates for longer hauls, 
to be competition by foreign carriers or sea carriers not under the control of the 
commission. 

San Francisco has had the advantage of sea competition as from New York and 
from all points in the East within reasonable distance of New York. The sea car¬ 
riers control the rates so that the railroads on such traffic can not get a fully com¬ 
pensatory rate, that is, a rate which contributes its full share toward all the expenses 
of transportation including fixed charges. The practice of the railways has been to 
meet this sea competition just so far as it extended and no farther. Thus the rail 
rate from New York to an interior town in California would be higher than the rate 
to San Francisco, even t hough the distance should be less, by the amount of the local 
rate from San Francisco hack to this interior point. Thus the intermediate points 
in the West for a very considerable distance hack from the coast have thus had higher 
rates than the rates from New York to San Francisco, and the Interstate Commerce 
Commission and merchants in the blast, generally have justified this practice. The 
same principle should apply as regards shipments from Eastern cities to the Pacific 
coast. Pittsburg, St. Louis, and other cities should have rates to San Francisco equal 
to the rate from New'York plus the local rate from those cities to New' York, whence 
sea carriers could be employed. 

On account of the magnitude of the interests at these Eastern interior cities, they 
have been unwilling to accept this principle, and are bringing suit before the Inter¬ 
state Commerce Commission to compel the railroads to make rates from Chicago, 
St. Louis, and other interior cities to San Francisco lower than the rates from New 
York to San Francisco, on tin* ground that the distance is shorter. All of the trans¬ 
continental railroads are involved, hut the chief burden of the defense rests upon the 
Southern Pacific Company, because it. is the most important and because it operates 
a through line from New York to San Francisco ana has no line from Chicago, so 
that its interests are somewhat different from those of railroads originating at Chicago 
The Southern Pacific Conpany holds that it would he ruinous to all of these roads if 
the principle contended for by the shippers in this suit should he accepted, because 
the rates from all intermediate points will l>e forced down to the level of the non¬ 
compensatory rates which are eom|>elled by sea competition. 

Mr. Stubbs declares that the influence of sea competition from the Atlantic coast 
to California affects the traffic as far west from the Atlantic as Kansas City, while 
goods have been shipped from San Francisco by way of New York, while goods have 
also l>een shipped from San Francisco to Dodge City, Kansas, by way of the Canadian 
Pacific. (760.) 

2. Carload differential *.—Another question of difference in the suit referred to is 
regarding carload rates as compared with rates for less than carload quantities. Mr. 
Stubbs says that the Pacific railroads have made an adjustment precisely similar to 
that which exists in practically all railroad tariffs throughout the country, by which 
the rates on carloads are lower than those on smaller quantities. The difference is 
arbitrary, but wPl range from 50 cents to perhaps $1.50 per 100 pounds, according to 
the basis rate. This arrangement enables the merchants of San Francisco, Portland, 
Seattle, and other jobbing centers on the Pacific coast to import goods by carloads 
and distribute them back to smaller towns in less quantities. The merchants of St. 
Louis, Chicago, and other large jobbing centers in the Middle West are trying to reach 
out into the Paid fie coast territory, and are now seeking by this suit to com|>ol the 
modification of the differentials in favor of carload lots, so that they can distribute 
their goods directly to the consumers on the Pacific coast at the expense of Pacific 
coast jobbers. 

Mr. Stubbs says that the Northern Pacific and Great Northern railroads originally 
had the same carload differentials as the railroads terminating in California, and that 
on a petition of the jobbers in Chicago, St. Louis, and other cities they reduced the 
differential so as to give those jobbers an advantage in distributing goods to retailers 
on the Pacific coast. The object of the railroads in doing so was to favor the jobbers 
at their eastern terminals because of the relative unimportance of the jobbing busi¬ 
ness at their western terminals, especially as compared with the jobbing business of 
San Francisco. The attitude of these tw'o northern roads as regards the case before 
the Interstate Commerce Commission is one of indifference. The witness does not 
know whether they would accept the existing carload differentials of the more south- 
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em roads if the Interstate Commerce Commission should declare them justifiable, and 
it is questionable whether the Interstate Commerce Commission would have power 
to compel them to make these same differentials. (760, 761.) 

3. Blanket description *.—A third feature of the case is the demand that various 
classes of articles which now take different rates may be given the same rates. This 
is particularly demanded as regards hardware. Indeed the real movers in the pres¬ 
ent suit are the Simmons Hardware Company, of St. Louis, and the Hibbard, Spencer 
& Bartlett Company, of Chicago, two of the largest hardware companies in the world. 
They wish, by way of illustration, that hammers, hatchets, shovels, and planes, which 
may now be assumed to have different rates of freight, may be put under the single 
rate. At present, if these different articles were packed in a single package, it would 
Ik.* charged for at the rate for the highest rated article. Under the change demanded 
the package would all go at one rate, lower than the former highest rate, the object 
of the change being to enable shippers to send assorted packages to retail dealers 
directly at low rates. (758,759.) 

4. Argument of Pacific, eond jobber*.—In defense of the position of the Pacific job¬ 
bers in opnosing the demand of the Middle W.est jobbers above outlined, Mr. W heelek 
declares that it is not just to destroy the natural geographical advantages which any 
city possesses—advantages which were the very cause oi its foundation. The people 
who pioneered 8an Francisco did not go there esjieeially because of the beauty of its 
location or of its fine climate. They went liecause of the commercial possibilities 
owing to the fact that San Francisco had cheap water communication with the East¬ 
ern seaboard and is the natural gateway of the Pacific coast. 

The San Francisco jobbers further believe that flea-eonqietitive rates on the part of 
the railroads should be confined to points where sea competition actually exists. 
The witness believes that the long and short haul clause of the. interstate-commerce 
law is clear in not permitting railroads to make a lower rate for a longer haul from 
Chicago and inland points to San Francisco. The law permits the waiver of the long 
and short haul clause where circumstances are dissimilar. The dissimilarity in this 
case probably consists in the fact that New York and other seaboard cities have water 
transportation to San Francisco which inland cities do not have. It costs compara¬ 
tively little to build ships, and the sea is God's natural highway. New York lias 
this sea connection with£an Francisco. There is no such water competition directly 
from Chicago. Chicago and St. Louis, however, ignore the very basis of the low rates 
from New York to San Francisco, and maintain that they should have a lower rate 
than New York. The railroads claim that the rate should actually be higher than 
from New York, that the Middle West shipper should first pay the rail rate to New 
York, and then take advantage of the sea transportation. The railroads, however, 
are willing to compromise by making the rates the same from all these points. 

Mr. Wheeler says further that the disadvantages at tending water transportation are 
such that the rates by rail should be materially higher even in order to make equal 
competition, and he asserts that theshippersof the Middle West are trying to compel 
the railroads to ignore these disadvantages and make the rates by rail unduly low. 
In sh ipping by sea it requires at least four months longer to take goods by sailing vessels 
from New York to San Francisco than in shipping by rail. The capital invested in 
the goods during this voyage is idle, and the interest must be considered. Moreover, 
the uncertainty as to the time when the goods will arrive by sailing vessels is a great 
disadvantage to the purchaser of the goods. Again, to the sea rate the marine insur¬ 
ance must be added, as well as the liability to damage. All these disadvantages it is 
n<)w sought to ignore. (745,746.) 

5. Pacific coast rates and the Denver case. —Mr. W iteelku holds that the Interstate 
Commerce Commission in its decision in the Denver case pointed out rightly the 
inconsistency of the principle of making sea competitive rates as regards Chicago, St. 
Louis, and other inland cities. Indeed, St, Louis, Minneapolis, Omaha, and other 
cites on the Missouri River are put by the railroads on an equality on the basis of 
the sea competitive rates from New York. The Interstate Commerce Commission 
in the Denver case held that the railroads might not justly draw the line at the Mis¬ 
souri River, but must give Denver and even Salt Iiike City the advantage of lower 
rates. The rate has been higher from these places to San Francisco than from 
Chicago, St. Louis, or New York. The aim of tne railroads in arranging the rates in 
this way has been to create the business as near as possible to their eastern termini, 
increasing the length of the haul. It is also the aim of the railroads starting from 
Chicago and Missouri River points to securo lower rates from those points than prevail 
from New York in order that manufacturing and other interests may be built up at 
their eastern termini and that their business may be increased at the expense of the 
business of seaboard cities which have natural and better geographical positions 
as regards Pacific coast traffic. For this reason the witness thinks that the Pacific 
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coast would benefit by the establishment of consolidated lines of railways operating 
all the way from the Atlantic coast. These through roads would have no motive to 
build up the middle cities, sucli as exists at present, but could haul the traffic all the 
way from the Atlantic seaboard. (746,747.) 

6. Existing sea transportation routes to San Francisco.— Mr. Wheeler says that there 
is not at present apparently any tendency for the sea-carrying trade of San Francisco 
to come under the domination of the railroads. There formerly was such a tendency, 
which caused great alarm to the Pacific coast shippers. Very recently a new line of 
vessels has been established known as the American-IIawaiian line. This is to 
operate very large steam vessels, of from 8,000 to 12,000 tons register. There will 
be a sailing each month from New York to San Francisco by way of the Straits of 
Magellan. From San Francisco the vessels go to Honolulu to take sugar cargoes, 
whence they return to New r York. The great advantage of these vessels over the 
sailing vessels which have been so largely used is the certainty as to the time 
of arrival. They expect to make the voyage from New York to San Francisco 
in 60 days, and they are fully as regular as the rail lines in the delivery of 
freight. The merchant merely has to figure 40 days longer and he can make his 
orders accordingly. In the case of sailing vessels there was no certainty whether they 
would arrive in 4 months, in 6 or 8 months, or even longer. The merchant might 
find his goods arriving after the season for them had passed. 

The rates established by this new line of steamers are scarcely higher than the 
sail rates previously prevailing. They run from 40 cents to 65 cents per hundred 
pounds. The all-rail rates on similar classes of goods range from 60 cents to $3. 
The rail carriers make especially low rates on goods which are carried in the lower 
holds of vessels, such as iron and steel products of different sorts. (750.) 

Mr. Stubbs says that the competition of sea carriers at San Francisco ports is 
greater than ever before. The Panama Railroad run three or four steamers each 
way monthly from New York to San Francisco. To be sure the Southern Pacific 
Company is interested in the Pacific Mail Steamship Line, constituting the western 
end of this Panama system, but this line does not now have {tower to fix rates. The 
American-Hawaiian Steamship Company is operating vessels of from 6,000 to 8,000 
tons burden from New York to San Francisco by way of the Straits of Magellan. 
These steamships have a large capacity and relatively small coal consumption, and 
can take cargoes from New York to San Francisco very cheaply. They are taking all 
classes of freight. There is nothing but perishable freight that can not go around 
the Horn, and even perishable freight can be handled with proper appliances. 
(673.) 

VI. TICKET BROKERAGE-PASSENGER BUSINESS. 

A. Character of people engaged In brokerage business.— 1. Gener¬ 
ally.—hlr. Lindenbekoer says that there are two regularly organized associations of 
ticket brokers—the American Ticket Brokers’ Association, with ameml)ership of 335, 
and the Guarantee Ticket Brokers’ Association, with a membership of 83. Mr. Lin- 
denberger assumes that each member has 3 clerks, on an average, so that there 
are 1,800 or 2,000 persons making a living at the business in the United States. In 
the larger cities the business is conducted by those who devote their entire time to 
it; in smaller places it is done largely by persons in other lines of business, very fre¬ 
quently by those who conduct book ana news stands in hotels. Many members of 
the American Ticket Brokers’ Association have been engaged exclusively in this 
business for from 10 to 30 years. They have the respect and confidence of their 
communities and of the railway managers. Mr. Lindenberger does not know to 
whom he could more safely refer for a certificate of character than to the railway 
passenger men of his city, though many of them are bitter antagonists in a business 
way. (320.) 

Not a broker now in the American Ticket Brokers’ Association has ever been 
arrested for fraud or charged with it. Members have been expelled for doing an 
illegitimate business. (355. 367.) 

Mr. Lindenberger states further that education in a ticket brokers’ office is a com¬ 
mon stepping-stone to employment in the passenger departments of railways. He 
knows several prominent railroad men in high positions who received their first edu¬ 
cation in the ticket business behind a broker's counter. A man there becomes famil¬ 
iar with every form of ticket that is issued, with the different lines of road in the 
United States, with connections, etc. (325, 350.) 

2. American Tkket Brokers ’ Association.—Mr. Lindenberger submits a copy of the 
constitution and by-laws of the American Ticket Brokers’ Association. Any person 
of good moral character who possesses the necessary ability and capital is eligible to 
membership upon payment of an initiation fee if, in the judgment of the executive 
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committee, the location will admit of his admission. A member may hold not more 
than two memberships in any one city and not more than five in the association. 
A membership under which the holder has conducted business for not less than 6 
months may De sold or assigned to any person eligible to membership, with the 
approval of the executive committee. In every city where there are three or more 
members, themembers must organise a local division having for its objects uniformity 
of selling rateB and the destruction of hostile competition. New applicants in a eity 
where one or more memberships are operated must pay an initiation fee of forty times 
the amount of the presented fee, as follows: Class A, $1,000; class B, $600; class 0, 
$400; class I), $200. No inemter may conduct his business in any place where liquor 
is sold, nor in any place objected to by the executive committee. 

All association rebate orders, when properly draw n by members in good standing, 
must Ire honored without question. Whenever a ticket or coujxin purchased of a 
inemter by a passenger is not accepted for passage, through no neglect of the passen¬ 
ger, and the passenger is obliged to pay fare, the full amount of fare so paid must te 
returned to the passenger. Whenever a ticket is sold without recourse, wholly or in 
part, this must te stated in writing to the passenger at, the time of such sale. All 
disputes, whether between members or between patrons and mem hem, must be 
referred directly to the executive committee as a board of arbitration, from whose 
decision appeal lies to the annual convention. If a member fails to make good any 
written or verbal guaranty to a passenger, the guaranty must he made good by the 
association, when so decided by the executive committee, and the amount must te 
charged to the member. Any transaction between a member and any person or cor¬ 
poration whereby the system of ticket brokerage may be liable to injury or degradation 
is declared to be a misdemeanor; so also is the buying of employees’, complimentary, 
or stock passes. The punishment for a misdemeanor is reprimand, fine not exceed¬ 
ing $100, suspension (one or all), or expulsion, at the discretion of the executive 
committee. If the offense is such as to cause ]ieeuniary damage to either a patron, 
corporation, or member, the executive committee may also require such restitution 
from the offender as they may deem proper. No member is permitted to have any 
transaction relating to ticket brokerage with a broker who is not a member of the 
association, nor with a suspended member. A inemter who joins another associa¬ 
tion of ticket brokers Is to he suspended or expelled, at. the discretion of the execu¬ 
tive committee. 

Tile association maintains a committee on hostile legislation, consisting of one 
member elected annually by the convention. The committeeman receives a salary 
of $2,500 a year. In the event of hostile legislation in any State, the members in 
such State, acting under the direction of the committee on hostile legislation, are to 
pay 50 per cent of the expense incurred, and the association is to pay 50 per cent. 

Mr. Lindenberger also submits, as indicating the care with which the association 
tries to exclude improper persons, the form of application for membership and the 
reference blanks, which are to be filled by 3 members of the association, by a hanker, 
and by 2 merchants, to all of whom the applicant for membership is required to 
refer. (321-324.) 

B. Methods of business. — 1. General nature of hmincss. —Mr. Lindhnberoer, 
of the American Ticket Brokers' Association, says that the business of ticket brokers 
is to buy passenger tickets from the agents of railways and from passengers and to 
sell them to travelers below the published tariff rates. (318.) The brokerage business 
depends on the existence of inequality and discrimination in the passenger business. 
If the roads treated the public with exact and espial justice, therewoulu be no room 
for ticket brokers. A universal rate of 2 cents a mile would destroy the broker’s 
business. (355.) 

2. Scalping tickets—Mr. LranENBEBGEK says that it is a common practice for a ticket 
broker to buy a ticket to some through point “ which is perhaps a competitive point, 
and upon which very likely some one of the various mails in this line are anxious for 
business and will pay a commission,” sell the ticket to a passenger to an intermediate 
point, and give the passenger a rebate order on a broker at that place. Passenger 
agents sometimes come to brokers and ask them to send business over their road, 
offering, for instance, to extend the time limits on any ticket that may expire. Some¬ 
times they pay a commission and sometimes they do not. (352.) 

3. Furnishing-rate sheds— Mr. Lindenberokk says that a common method of ticket 
brokers favorably situated for securing tickets is to issue furnishing-rate sheets to 
their correspondents. Suppose a passenger asks a Washington broker for a rate 
to Denver. The regular fare is $48. The broker may have a ticket to Buffalo or 
Cleveland or Pittsburg or Chicago. He examines his rate sheets for a furnishing 
rate from a broker in the city which he has a ticket to. The customer takes the 
part-way ticket and an order upon the correspondent in the intermediate city for a 
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ticket to finish his journey. He will probably save $3 or $5. If the Washington 
broker has no ticket, and if the fumisning rate is low enough, he may be able to 
buy a regular ticket at local rates to the intermediate point and still allow the customer 
a saving over the through rate. (320.) 

4. Mileage books.— Mr. Lindenberger says that ticket brokers deal largely in mile¬ 
age books. They are usually bought by the broker direct from the railroad companies 
and sold to patrons who need a smaller quantity of mileage than that contained in a 
full book. If the customer is known to the broker, he may be permitted to return 
the book by mail. Otherwise he pays the full value and receives a rebate from a 
correspondent of the ticket broker in the city he is bound for. In the New England 
States and New York and on many roads m other parts of the country books are 
good in the hands of the bearer, though there are regulations which nominally 
restrict the use of them to the purchaser or to persons connected with him in a 
family or business way. In a letter written by the general passenger agent of the 
Jajhigh Valley Railroad, this company ’s books are spoken of as good in the hands of 
the holder, though the ordinary restrictions are printed upon them. Ten years ago 
Mr. Lindenberger’s own business was very largely in mileage books. They were 
bought almost exclusively from the railroads direct. Indeed, it is dangerous to buy 
them otherwise. He has known a dishonest man to sell his mileage book to a broker, 
report to the company that it was lost, and have it taken up on the train and returned 
to him. (318,354-.) 

Mr. Lindenberger says that in several parts of the country only interchangeable 
mileage books are now sold. In the territory of the Central Passenger Association 
a thousand-mile book, good on 37 roads, is used. The passenger pays $30 for the 
book, and when he has used all of the 1,000 miles he is entitled to a refund of $10 on 
returning the cover. West of Chicago there is a book called the Sebastian book. 
When the passenger buys a ticket of a railroad company he takes a receipt, and those 
receipts are filed in the l>ook. When he gets up to, say, 2,000 miles, he can turn 
them in and get a rebate. In Michigan there is another called the Northern M ileage 
Book. 

Since the reduction of rates can be got on these books only when the cover is 
turned in by the original purchaser, they can not be bought and sold by brokers. 
It sometimes happens that a traveling man has not $30 to invest in a book, and he 
gets a broker to buy a book and carry it for him, charging him a percentage. Mr 
Lindenberger knows of brokers who carry as many as 200 books for these special 
customers. (310, 353.) 

Mr. Lindenberger says that when each road sold its individual mileage books trav¬ 
eling men were usually allowed 3 cents a mile for their fare by their employers, and 
they were able to buy mileage from brokers at about 2} cents. The three-fourths of 
a cent was one of the jxirquisites of the business. Now, in the territory where the 
interchangeable mileage books are issued, the houses furnish the mileage books. 
(352.) 

5. Railroad spotters and mileage books. —Mr. Lindenberger says that a broker some¬ 
times puts out a mileage book, guaranteeing it to the purchaser, as brokers always 
do, and the purchaser turns out to be a railroad spotter, who gives up the ticket to 
the road ana comes back with a receipt to show that it has been taken up by the 
conductor. The broker has to refund the money. Mr. Lindenberger quotes a news¬ 
paper article, apparently written on the basis of information obtained from the rail¬ 
roads, in which the following passage occurs: “A feature of this testing the market, 
which perhaps is not generally known to the public and which hits the brokers the 
hardest, is the lifting of the mileage tickets. All such tickets bought up on the mar¬ 
ket are confiscated by the two passenger associations, and in a year’s tune it means 
an immense financial loss to the brokers, who are just so much out of pocket. When 
very severe tests of the market are being made, the associations oftentimes get out¬ 
siders, in the guise of traveling men, to help, and in this manner much mileage is 
secured from the scalpers which otherwise they would not let go, because of their 
fear of the ‘ spotters. ’ * ’ (334 .) 

Mr. Lindenberger declares tnat a prominent passenger agent in Michigan, desiring 
to increase travel on his road, put large quantities of mileage books in the hands of 
brokers and guaranteed them. For some time there was no trouble; “but suddenly 
the passenger agent changed his mind and issued orders to his conductors, and a 
great many of these books, which we had a right to assume had been bought under 
that understanding, were taken up. For books costing $20 I got in some cases no 
more than a ride of 100 miles—$2—and the loss to me was $18. There was no 
recourse unless we went into court and published the circumstances, and that does 
not pay.” (340.) 
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6. Rate-war tickets.—Mr. Lindenberger says that brokers are often useful to the 
public in giving the benefit of rate-war reductions to persons who would not other¬ 
wise get it. Thus, in 1898, there was a rate war for eight months in Canada Tickets 
were sold at about half the usual rate, but outside of Canadian territory regular tariff 
rales were charged. Thus, in Windsor, one could buy a ticket to Toronto for $3.30, 
but across the river in Detroit one had to pay $0.00. The brokers of Detroit sent 
to their Western correspondents, giving the prices at whfich they would supply, on 
prepaid orders, tickets to Toronto and Eastern points. The prices were usually $1 
above the war rate. It was only through brokers that these rates could be obtained 
in the United States. The agents of the railroads in Detroit were absolutely forbid¬ 
den to give customers any information about rates across the river. Mr. Linden¬ 
berger mentions other similar instances. (319,320.) 

7. Excursion tickets. —Mr. Lindenberger says that ticket brokers not only buy the 
return parts of excursion tickets from travelers, blit through their correspondents in 
other cities they are often able to handle both the going and the return coupons. 
The railroads often give brokers advance information of these excursions, and the 
brokers are able to arrange by correspondence to handle the tickets. (319.) 

C. Relation* to railroad*.— 1. Support of brokers b>j connivance, of railroads .— 
Mr. Lindenberger says that the growth of ticket brokerage to the immense propor¬ 
tions it assumed from alnmt 1876 to 189(1 was due almost entirely to the direct encour¬ 
agement and support of the railways. Nearly every railroad of importance employed 
brokers; and when a road could not make satisfactory arrangements with established 
ollices, new offices were opened. When Mr Lindenberger became a ticket broker 
19 years ago, he started with the regular issues of three lines of road, and in the fol¬ 
lowing yearn dealt on the most friendly terms with all the great lines that looked to 
Detroit for business. The purpose of the railroads in using brokers was to get com¬ 
petitive business which they could not reach otherwise. New lines which desired a 
quick introduction to the public would place tickets with brokers. The weaker lines, 
failing to secure a living share of the passenger traffic, would often find that their 
only means of escaping the receiver was to call in their help. The brokers, with 
correspondents all over the country, can quickly influence a large passenger traffic 
over any line if the tickets are put low enough. * (32(5.) 

Mr. Lindenberger states that it was proved some years ago before the Senate Com¬ 
mittee on Interstate Commerce that such roads as the New York Central and the 
Pennsylvania had dealt through brokers, and that 95 per cent of the business of the 
ticket brokers of the United States was done with the lailroads direct. This does 
not mean that each individual broker bought almost all his tickets from the rail¬ 
roads. One broker at a starting point in the blast, New York or Boston, starts a 
ticket west, and it mav travel from New York to San Francisco. 11 was originally 
purchased from the railroad direct by the broker, and it is used from point to point. 
The dealings of the brokers with the roads are less of late years, “especially in the 
last year, when the traffic associations are the whole thing.” Mr. Lindenberger 
does not think that the business of ticket brokerage could be carried on, at least to 
anything like its former extent, without the dealings directly with the roadH. 
“ Where a broker would have perhaps anywhere from thirty, fifty, to one hundred 
thousand dollars invested in stock, lie would necessarily have to do the compara¬ 
tively small business that is done through tickets that passengers don’t uhc and 
through excursion tickets.” This would greatly injure, Mr. Lindenberger thinks, 
the general public. The brokers would either be driven out of business or be driven 
to less public locations. 

Mr. Lindenberger says that it would be possible to exhibit written contracts which 
have been made between ticket brokers and railroad officials for the selling of cut- 
rate tickets in bulk, but it would be in violation of a business agreement and he 
would not think it right. Of late yearn such agreements are simply a matter of 
honor between the ticket broker and the railroad men. “For instance, a ticket 
broker may write to a general passenger agent that he wants something, that he can 
do him some good, and instead of getting a reply by mail a district passenger agent 
or a traveling passenger agent comes in and talas the matter over and says, ‘We will 
do so and so;’ and that contract stands. The agent will say, ‘Buy tickets reading 
over our road, report to us the forms and numbers at the end of the month, and a 
cheek will follow.’ That is the general custom of doing business, and, to the credit 
of the roads, there are very few instances on record where the contract has been 
violated to the slightest extent. ’ ’ 

This witness also says that when a railroad pays a commission to brokers on tickets 
sold over its line the rate is usually about 10 per cent. The broker usually receives 
the same as an agent (350-352.) 
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Mr. Lindenberger declares that the acceptance of commissions from railroads for 
selling tickets over their lines is not an unlawful act; but if the railroads have made 
agreements among themselves which are violated by the payment of such commis¬ 
sions, those agreements are themselves unlawful, as combinations in restraint of 
trade. (355.) 

Mr. Lindenberger says further that railroad companies when they are in an agree¬ 
ment not to cut rates will often pay a commission to brokers, stipulating that the 
rate must not be cut. The brokers work for those particular lines and get business 
for them. The brokers have many customers who are friends of years’ standing, and 
will buy of them rather than of the regular agents at the same rate. A regulation 
that all tickets must lie sold at tariff rates will not destroy the brokers’ offices. But 
the passenger associations now say how many outside offices a railroad may have, 
and if an antiscalping law were passed, and men could not sell tickets without a cer¬ 
tificate from a railroad company, the passenger associations would then control the 
business. (357.) 

2. Effect on railroad tickets.—Mr. Lindenberger says that in the latter part of 1898 
the railroads cut off second-class rates generally throughout the Southwest, without 
making any corresponding reduction in the first-class rate. The effect was that while 
the lowest rate lietween New Orleans and Louisville, prior to January 1, 1899, was 
$13.50, the lowest rate after that date was $19; the lowest rate from Chicago to 
Austin, Tex., before January 1, 1899, was $23.75; after that date $32.15. lie thinks 
the average difference was 40 per cent. Just Ixfore Mr. Lindenberger appeared 
before the commission the railroads again put second-class tickets on sale, reducing 
the minimum rates from New Orleans to Chicago from $23 to $16.50, from New 
Orleans to St. Louis from $18 to $12.50, and from New Orleans to Kansas City from 
$24.35 to $ 15.50. Reduced party tickets to various Northern points w ere also offered. 
This reduction of rates is attributed to the competition of ticket brokers in selling 
low-rute tickets by roundabout routes. (336.) 

3. Ticket brokerage and railroad competition. —Mr. Lindenberger says that there is 
room for brokers as long as there is competition between railroads.* “The broker 
thrives best when trade is bad and when rates are high. When people are making 
money the savings effected through brokers do not amount to so much to them; they 
are not so anxious to buy. When the railroads are doing lots of business they do not 
care for us. But when the railroad companies get in a close place and need business, 
they get out and look for it, and the ticket broker is in a position to give it to them.” 
(350.) 

D. Legitimacy of brokerage business.—1. Attitude of brokers toward 
fraud.— Mr. Lindenberger, of the American Ticket Brokers’ Association, submits a 
copy of a circular issued by that association offering a reward of $500 for the arrest and 
conviction of any member of the association who is guilty of forging a railway ticket, 
or who has changed the destination of a ticket, with intent to defraud. For the 
arrest and conviction of any ticket broker not a member of the association, for either 
of these acts, the association offers a reward of $200. In a circular accompanying the 
announcement of this offer, the secretary of the association says that the offer is made 
to prove that the slanderous stories put in circulation by certain railway officials to 
the effect that it is the general practice of ticket brokers to forge and alter railway 
tickets are infamous falsehoods. The circular is also intended, however, as a warn¬ 
ing to any ticket broker who may be tempted to dishonest practices that the associa¬ 
tion will spare neither energy nor money to put him out of the calling lie has disgraced. 
(325.) . ' . 

This witness declares that the value of fraudulent tickets that the railroads carry 

S neers on for which they receive no compensation, is very small indeed. Most 
ulent tickets are fraudulent simply by extension of a time limit. The rail¬ 
roads have actually been paid for carrying the passenger. Of course that is no 
excuse for the use of such a ticket. So far as brokers are concerned, ticket frauds 
are usually discovered through them. It has been the custom with railroad com¬ 
panies, and is really the most effective way of detecting frauds, burglaries, etc., as 
soon as they learn of a fraudulent issue of tickets, or of tickets being stolen, to notify 
a broker through the American Ticket Brokers’ Association, and that information is 
sent by wire or by the first mail all over the United States. Every ticket broker is 
on the lookout for those tickets. The fraud can not continue long. It would be 
impossible in any case, however, for fraudulent tickets to be accepted on a road for 
any length of time without the consent of the auditing department. A ticket pre¬ 
sented on a train is turned in by the conductor as soon as he finishes his trip, and by 
the next day it is checked up. There is less chance of fraudulent tickets being 
accepted by a railroad than of almost any kind of a fraud being perpetrated on a 
railroad, or a bank, or any other corporation. (359.) 
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2. Guarantee of tickets,— Mr. Lini knberger, of the American Ticket Brokers’ Asso¬ 
ciation, says that, by the custom of the business and the rules of the association, unless 
a broker has the passenger’s written agreement to the contrary he is responsible for 
the ticket that he sells. The acts of all the ticket brokers in the American Ticket 
Brokers’ Association are guaranteed to the public. Though the rules of the associa¬ 
tion provide for a written undertaking by a passenger to assume all risk of the good¬ 
ness of a ticket, Mr. Lindenberger has never sold a ticket on such terms, lie has 
never sold a ticket which he was not willing to assume the responsibility for. If he 
sells a passenger a ticket for $8, the regular fare being $10, anu the ticket is refused, 
he is compelled by the rules of the association to make the passenger good. He pays 
not the $8 that he received, but the $10 which the passenger had to pay. (849,350.) 

3. Jtaping of passes. —Mr. Lindenberger says that the buying of passes is disrepu¬ 
table and dishonorable; he never bought one, nor sold one, nor permitted one to be 
sold in his office. “While railroad companies may issue passes improperly, for 
political purposes or otherwise, it does not justify brokers in handling them. We 
confine our operations to tickets that the railroad company receives its price for.” 
He used to inform the railroad when a pass was offered to him for sale, but now he 
prefers not to see the pass. Very sad results sometimes come from the revelation of 
such breaches of confidence to the officers who have issued the passes. (358.) 

4. Passenger tickets—Printed conditions as contracts. —Mr. Linden merger does not 
think that the conditions printed by railroads upon their passenger tickets constitute 
contracts. If such a ticket is a contract, why does it not require the revenue stamp 
which the law compels to be placed on every business contract? On almost every 
ticket there is a statement that the railroad will be responsible for only a certain 
amount of baggage; but this announcement does not hold in law. (355.) 

The witness considers that the railroads do a wrong in requiring any person to 
sign a name on a ticket or a mileage book. As to the question of forgery in signing 
the name of another under such circumstances, Mr. Linden larger rememtiers read¬ 
ing of one case in California where the Southern Pacific Company tried to punish 
a man for signing another man’s name, and the court decided that the original 
purchaser in selling the ticket necessarily gave the purchaser authority to use his 
name in that connection. (354.) 

E. Testimony of Mr. Bliinelnird on tieket brokerage.—Mr. Linden- 
beugkk refers in detail to the testimony of Mr. George R. Blanchard before the 
Industrial Commission in condemnation of ticket brokerage. 1 He takes up Mr. 
Blanchard’s propositions point by point. 

In respect to Mr. Blanchard’s statement, that ticket brokerage is prohibited by 
the laws of 10 States, Mr. Lindenberger says that the legislatures of 36 States have 
refused to pass such laws; that in 2 of the 10 States the highest courts have declared 
the laws unconstitutional, and the law is inoperative in the 8 States where it exists. 
As to the prohibition of ticket brokerage in Canada, Mr. Lindenberger says that 
when the law went into effect there were only 3 brokers in the Dominion, so that 
there \wis no power to organize resistance; but at that time, and for many years 
after, the Canadian roads openly paid commissions to brokers in the United States, 
and it is probable they are doing so to-day. The traffic in tickets by individual pas¬ 
sengers and by hotel clerks is common in Canada, and Mr. Lindenberger never heard 
of a prosecution under the law. 

As to the condemnation of ticket brokerage by the Interstate Commerce Com¬ 
mission, that was published in December, 1896, and though the commission has since 
made three annual reports and has treated exhaustively all the other principal sub¬ 
jects relating to transportation, it has ignored ticket brokerage. It is probable that 
a closer acquaintance “ has taught them the error of their earlier judgment.” As to 
Mr. Blanchard’s statement that the best moral sense of the commercial world is 
against the business of ticket brokerage, Mr. Lindenberger undertakes to show how 
the supposed manifestations of this moral sense have been obtained. He quotes in 
full a circular said to have been issued on December 10, 1897, from the “Antiscalping 
bill headquarters, Shoreham Hotel, Washington, I). C.” It calls attention to the 
necessity of bringing all possible influence to bear on the new members of the House 
Committee on Interstate Commerce. For this purpose railroad officers are asked to 
open correspondence “with the president of each and every society, organization, 
etc., requesting reduced rates for conventions and meetings, with a view that vou 
secure the aid of such organizations in passing favorable resolutions,” and individual 
letters to Senators and Representatives. The circular also suggests that “it may tie 
necessary to again organize throughout the country for an aggressive campaign in 
securing petitions in every town along the lines of railways.” It is assumed that the 
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local agents of the railroads will be instructed to get these petitions, and it is suggested 
that they be instructed to secure at the head of each petition the name of the most 
prominent man in the town. The circular also suggests that unless the bill is passed 
m both Houses at the present session, it will probably be almost impossible to secure 
favorable action for some years. 

Mr. Blanchard says that the cessation of scalping means the stoppage of many 
illegal practices which create unauthorized discriminations in passenger affairs. Mr. 
Lindenberger’s reply is that the cessation of ticket brokerage means the destruction 
of competition, but that the broker in some degree prevents discrimination. In the 
offices of railways discriminations are constantly going on. Social and political debts 
are paid by passes and special-rate tickets, and shippers and men of influence are 
constantly favored. Holders of tickets on which the limits have expired can get the 
time extended if they have influence enough. The ordinary passenger has to submit 
to tiie regular rules, except for the relief secured through ticket brokers. Mr. 
Blanchard says that resold tickets cut the local fares and produce rates not author¬ 
ized by the railroads and prohibited by law. Mr. Lindenbergcr replies that, the 
reduction of rates is an advantage to the public, and that after the railroad has 
received its price for transportation it is not injured if the transportation is used by 
one person rather than another. 

As to charges of stealing, counterfeiting, and fraudulently altering tickets, and of 
false representations as to routes, connections, etc., made by brokers, Mr. Linden- 
berger replies that the ticket broker is often better qualified and is more disinterested 
in giving accurate information than the authorized agents of rival lines. The agent 
of a railroad gives information only about his own road; the broker is equally ready 
to give information about all. As to stealing and forging, every State has laws against 
these crimes, and the American Ticket Brokers’ Association has a standing offer of 
a reward for the arrest and conviction of persons guilty of them in connection with 
railroad tickets. 

Mr. Blanchard declares that scalpers have induced conductors not to cancel tickets 
taken up in order that they might lie resold. Mr. Lindenbergcr declares that 
in an experience of 19 years he has personally known of but 3 or 4 cases of this 
kind, and he has reported them to tne railroads interested. Mr. Blanchard also 
accuses the brokers of having corrupted clerks and ticket distributors in some rail¬ 
way general offices by inducing them to purloin tickets. Mr. Lindenbergcr says 
that such things have no doubt occurred, but no evidence that they are common lias 
been laid before legislative bodies during the hist 10 years. 

The evidence of wrongdoing on the part of ticket brokers which the railroads have 
used to create public feeling against them is of no tangible value whatever. The 
witness refers particularly to a pamphlet entitled “Museum of Ticket Scalping 
Iniquity,” in which pictures are given of tickets which are said to have been altered 
and plugged. There 1 h only one caw* in which an accusation is brought against a 
particular person; such phrases as these are used: “A scalper did so and so;” “this 
was done by a ticket broker.” 

Mr. Blanchard says that scalpers cause railroad wars. Mr. Lindenberger replies 
that the rate wars of Canada, where ticket brokerage is prohibited, refute the state¬ 
ment. Mr. Blanchard declares that the cessation of scalping would not lessen public 
facilities, “because each company could retain the services of an experienced scalper 
by conferring upon him a proper appointment as agent.” M r. Lindenbergcr suggests 
that this is an acknowledgment that experienced scalpers are a benefit to the trav¬ 
eling public; but he adds: “If the broker was regulated by the rules of the combine 
he would be quickly robl>ed of the very attributes that now make him a public 
convenience.” 

Mr. Blanchard complains that the rules and decisions of the Interstate Commerce 
Commission do not reach scalpers’ practices. They hold only the railways account¬ 
able. While a company can only change its fares by 3 days’ notice as to reductions 
and 10 days’ notice as to advances, the scalpers can change them either wav daily 
or hourly. Mr. Lindenberger sees no objection to a requirement that a broker file 
rates. “It is safe to say that should this be required the law would be equally as 
well obeved as is the law relating to interstate commerce by the average railroad.” 

Mr. Blanchard asserts that if scalping were abolished the average fares paid by 
passengers would not exceed those which prevail under its continuance. The rail¬ 
road will redeem the unused coupons of through tickets. If the passenger takes the 
coupon to a scalper he will jjet less than the railroad would give. If the passenger 
who ultimately buys it gains, the passenger who sells loses. Mr. Lindenberger 
replies that Mr. Blanchard is “misinformed.” He illustrates the working of tne 
redemption of tickets with detailed figures. The first-class rate from New York to 
Chicago, by way of Buffalo, is $17; the cheapest rate from New York to Buffalo is $8; 
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the difference, $9, is what the road would give in the redemption of the coupon from 
Buffalo to Chicago. The lowest first-class fare from Buffalo to Chicago is $12. The 
broker would give the passenger $10 for his coupon and sell it to another for $11; 
each of the passengers would save a dollar and the broker would have $1 for his 
profit. Mr. Lindenberger gives several other similar instances. He adds that a 
great many excursion tickets are sold for the fare one way or less; the return coupons 
have no redemption value. The railroad company has offered to give the transpor¬ 
tation for the money received, and there is no reason why it should not be called on 
to give it, and it makes no difference whether the transportation is called for by A 
orbyB. 

Mr. Blanchard argues that passenger ticket brokerage is an evil, because, in his 
judgment, anyone would admit that a similar brokerage business in freight transporta¬ 
tion would be an unjustifiable evil. Mr. Lindenberger replies that on the contrary 
the interests of the people who pay freight rates would be greatly promoted if there 
were brokers in that line. “ The average shipper would gladly welcome some 
method of evading the often arbitrary and excessive rateH extorted from freight 
shippers.” (330-341.) 

F. Antitickct-brokerage laws.— 1. State laws. — Agitation by railroad*. —Mr. 
LiNDENBEuaKudeclares that with the concentration of railway interests and the forming 
of pools and traffic associations a system of persecution against ticket brokers has been 
inaugurated by the railroads. The legislatures of all tne States of the Union have 
l>een repeatedly solicited to pass antiscalping laws. Such laws have been got through 
in only 10 States, and in 2 of them—New York and Texas—they have been 
declared unconstitutional. The railroads have not succeeded in getting such unjust 
laws passed in the other 37 legislatures nor in Congress. Efforts have been made in 
Congress to this end for a dozen years. Four years ago, for the first time, a bill was 
got through the House, but it failed of consideration in the Senate. The same thing 
happened 2 years ago. It is a fact worthy of note, Mr. Lindenberger thinks, that 
the times selected for passing these bills in Congress were directly after Congressional 
elections. “The bill is very unpopular with the people, and the Congressman who 
would vote for it stood the chance of losing the support of a large number of his con¬ 
stituents.” In support of this opinion, Mr. Lindenberger quotes a circular said to 
have been issued to the railroad officers by the committee employed to urge upon 
t ’ongress the passage of the antiscalping bill during the session of 1897—98. (326,331.) 

2. Antixcalpmg law s unconstitutional—Mr. Lindenbeiiuer submits the text of the 
decision of the New York court of appeals, November 22, 1898, holding that the 
antiscalping law is unconstitutional. The court points out. that, while the title of 
the act refers to frauds in the sale of passenger tickets, there is nothing in the body 
of the statute to indicate that it is prompted by a desire to check fraud. The court 
declares that the buying and selling of passenger tickets is a perfectly normal and 
unobjectionable business. “ I confess 1 am unable to see how such a sale defrauds a 
transportation company. If a transportation company sells a ticket from New York 
to San Francisco, it undertakes to carry the holder from one place to the other. It 
costs the company no more to carry one person than it does the other. How, then, 
can it l»e defrauded or in any way prejudiced by the transfer of such a ticket by 
the purchaser to another person?” The statute in question restricts the liberty of 
citizens of the State to engage in the business of ticket brokerage. It is a violation 
of the State constitution and void unless it constitutes a valid exercise of the police 
power. But this can not be maintained. No attempt is made to excludo persons of 
Dad character from the business, nor are the public authorities given the right to 
determine by examination or otherwise the character of the persons to be engaged 
in it. The transportation companies alone are invested with the power to admit to 
it whomsoever they will. Stringent rules may doubtless be enacted to punish those 
who are guilty of dishonest practices in the conduct of such a business; but to cut 
up, root and branch, a business that may lie honestly conducted to the convenience 
of the public and the profit of the persons engaged in it, is beyond the legislative 
power. 

Mr. Lindenberger says that Texas is the only other State whose highest court has 
declared the antiscalping law unconstitutional. Such decisions have been rendered 
in the lower courts of Illinois. A decision to the contrary effect was rendered by the 
supreme court of Illinois, but under circumstances which deprive the decision of the 
credence which ordinarily attaches to the decision of the supreme court of a State. 
A subsequent decision of the circuit court of Cook County, cited in full by Mr. Lin¬ 
denberger. says: “Our supreme court, in what is alleged to be a fictitious' case pre¬ 
sented to it, based upon an indictment charging an infraction of the statute under 
consideration, was led to proclaim its constitutionality.” A motion was afterwards 
made in the supreme court, says the circuit court of Cook County, to expunge the 



OXXVIII INDUSTRIAL 001DE»8ION;—TRANSPORTATION. 

opinion from the record, on the alleged ground that the court was imposed upon and 
falsely induced to render a decision sustaining the constitutionality of the act. The 
court by a vote of 4 to 3 refused the motion, on the ground that the parties who made 
it were strangers to the record; but “made the novel and significant announcement 
that the judgment of affirmance in the Burdick cases, and the opinions of the court 
in deciding them, are conclusive only as between the parties to those cases. This 
announcement was made knowingly, and there can be no mistaking its meaning in 
view of the record made in the case.” (341-349.) 

3. Attitude of newspapers toward antiscalping bill. —Mr. Lindenberger says that the 
promoters of antiscalping legislation have claimed some 381 newspapers as opposed 
to ticket scalping. Mr. Lindenberger declares that if only 381 out of the vast 
number of newspapers of the United States advocate the antiscalping law, it does 
not speak well for the proposition; but, he adds, the articles in these papers, as 
shown by the clipping bureaus, were nearly all from the same pen. It has often 
happened that the same article would appear simultaneously as an editorial expression 
in 40 or 50 pa tiers. M r. lindenberger gives a series of quotations from various papers 
on the ticket brokers’ side of the controversy. The Denver Republican is quoted as 
saying of the railroads: “They have done all they could to defeat and nullify and 
overthrow the interstate-commerce law and are still evading and defeating its pro¬ 
visions in every way possible. They are unwilling to allow any protection to 1x3 
granted to the public and still demand that they themselves be protected from the 
ticket brokers by an amendment to the law which they themselves condemn.” 
Another paper says: “Have railroad companies become so helpless that they need 
to call in the strong arm of the Congress of the United States in order to save them¬ 
selves from the burden of carrying a poor man for the same price they have con¬ 
tracted to carry a rich man. Such legislation, though generally couched in language 
intended to deceive the public as to its true intent, is but an effort to aid rich and 
powerful corporations to reap a reward at the expense of the common people.” Mr. 
Lindenberger adds a long list of papers from which, he Hays, similar expressions may 
betaken. (32G-328.) 

4. Atliluae of labor organizations toward anliscalping bill. —Mr. Lindenberger 
declares that almost every labor organization in the United .States, except the rail¬ 
road organizations, have protested against the antiscalping bill. He quotes resolu¬ 
tions passed by the American Federation of Labor, by the Knights of Labor, and by 
the National Building Trades Council. The American Federation of Labor has 
protested against antiscalping legislation at each of its last four conventions. Mr. 
Lindenberger quotes the president of one of the great railway organizations, which 
had passed a resolution asking Congress to pass the antiscalping bill, as saying to 
him: “When J buy a railroad ticket, that ticket is mine, and I have got a right to 
do what I please with it.” Mr. Lindenberger is confident that this is the actual 
sentiment of every individual member, even of the railroad brotherhoods, who has 
given the subject any thought, whatever the resolutions of the organizations may 
declare. (328-330.) 

5. (rovemment license of ticket brokerage. —Mr. Lindenberger, of the American 
Association of Ticket Brokers, declares that reputable ticket brokers, and es|>ecially 
memlwrs of his association, would be glad to have ticket sellers licensed by the 
Government. They do not want a license issued by the railroads and subject to 
their rules. They would lie glad to have their business su|>ervised by the Govern¬ 
ment and to have the supervision extended over all sellers of tickets, railroads as 
well as brokers. If a man violated the law his license could be withdrawn, and his 
career as a ticket man would end. (338.) 

G. Miscellaneous evidence as to passenger traffic.—1. Passenger 
rates.— Mr. Schifp, of Kuhn, Loeb & Co., bankers, declares that passenger rates have 
been changed very materially in recent years, and have gone down per mile just about 
one-half. The State of New York in the charter granted to the New York Central 
road fixed a maximum rate of 2 cents per mile. Naturally the tendency of the rail¬ 
road is to maintain the rate at 2 cents as long as it can, but it transports passengers 
to-day at considerably less than 2 cents a mile. (774, 775.) 

2. Through tickets , checkina of baggage. —Mr. Lindenberger points out that while a 
limited through ticket may be good for a stop at certain junction points, baggage will 
only be checked to the destination of the ticket. For instance, a ticket from New 
York to Chicago may permit the holder to stop off in Detroit; but he can not get his 
baggage there unless by paying an excess baggage rate, the same as if his baggage 
haabeen carried to Chicago and brought back. Again, from Eastern points tickets 
are sold to Los Angeles by way of San Francisco, or to San Francisco by way of Los 
Angeles, at the Bame price as to either point direct. A passenger with baggage 
checked to San Francisco may wish to discontinue his journey ana get his baggage 
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at Los Angeles. “The company confiscates the ticket, although they may not have 
carried the baggage or the passenger one mile, and are paid their proportion ot the 
through rate by the company issuing the ticket.” (337.) 

3. Second-elm ticket*.— Mr. Lindknbebger declares that second-class and first-class 

passengers have exactly the same accommodations and rights. The only difference 
is that a second-class ticket will not be accepted on a sleeping car. A railroad com¬ 
pany can not force a second-class passenger to ride in a smoker. A smoker is not 
second class, (p. 357.) .... 

4. Immigrant tickets.— Mr. Lindenberqer says that newly arrived immigrants are 
able to get cheaper rates than American citizens can get for exactly the same service. 
The business at the Atlantic ports is so controlled by a pool that no person other 
than one who has arrived from some foreign port can buy an immigrant ticket. His 
name must appear on the manifest of some steamship company. In many instances 
an immigrant rides side by side with an American citizen who pays $2 or $3, or in 
some cases as much as $5 more, simply because the railways, in a pool organization, 
control all the immigrant business. (356.) 

5. Pullman Palace Car Company.—Ur. Wilson, of the Cincinnati Board of Trade,- 
holds that the Pullman Palace Car Company has offered the most valuable facilities 
that have been furnished to the railroads and probably the most equitable. Its 
management has enabled the railroad companies to afford to the public better service 
than could have been maintained by any other system. The merging of all the 
other palace car lines into the Pullman Palace Car Company has been simply the 
survival of the fittest. The most powerful railroads have failed to furnish an equiva¬ 
lent service. (696.) 

6 Discrimination against New York—Passenger traffic— Mr. Langley, representing 
the Merchants’ Association of New York, testifies that that association has been in 
existence for 4 years. It has 1,300 members, and is composed of merchants, 
manufacturers, bankers, and men in other business interests. The direct members 
pay an annual fee of $25, and the associate members, who are distributed through¬ 
out the United States, pay nothing. The aim of the association is to foster the trade 
and welfare of New York. The main reason why the association was established 
was because of the advantages given to certain Western cities by the railways over 
New York. As an instance, may be taken the running of excursion trains. A cer¬ 
tain territory lymg near St. Ixtuis is considered as tributary to that city as a market. 
The railways introduced excursion rates with the object of encouraging merchants 
to go to that market. The same plan was followed in respect of other Western cities. 
The result was that those Western cities became possessed of a trade which had 
formerly been done by the merchants of New York. New York, if not discriminated 
against, will be able to hold her own in any of the markets of the United States, even 
as against the Western cities, in territory which would naturally be considered terri¬ 
tory tributary to them. The first steps taken by the association were to have the 
railroads grant to New York the same privileges as they had granted to the Western 
cities in the matter of rates. The New York merchants do not ask for discriminat¬ 
ing rates. All they want is to be pul on a relative basis of equality. Philadelphia 
and Boston are likewise competitors of New York, but the practice of haying excur¬ 
sion rates to those cities was not adopted as it was with the W estern cities. The 
merchants of Boston, Baltimore, and Philadelphia have taken action somewhat 
similar to that of the Merchants’ Association of New York. (859-860.) 


VII. THE ANTHRACITE COAL SITUATION. 

A. Relation of railroad* to coal Industry. Alleged community 
of Intercat.—1. Description of anthracite coal roads.-Mr. Saward, of the Goal 
Trade Journal, says that the railroad companies which bring anthracite coal to tide 
water are: The Pennsylvania, running to Perth Amboy; the Lehigh Valley, to South 
Amboy; the Reading, to Port Reading; the Jersey Central, to Port Johnston and 
Elizatethport; the Delaware and Lackawanna, to Hoboken; and the Delaware and 


are the Ontario and Western and the Delaware, susquenanna ana ocnuyixiu. iim 
product of the Lehigh anthracite district naturally goes to Perth Amboy and Port 
Johnston; that of the Schuylkill region to Port Reading, and that of the northern or 
Wyoming district to Weehawken, Hoboken, and during the summer to Newburg. 
The Reading handles the larger portion of the harder coils, and the Lackawanna, 
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Mr. Walter says that about half of the total freight traffic of the Lehigh Valley 
Railroad is in coal. The hauling of general merchandise is steadily increasing, 
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especially because of the growth of cities and towns along the line of the railroad. 

^ 2. blatimof Reading Cmpany to subordinate companies.— Mr. Harms, until recently 
president of the Reading Company, says that the Reading Company owns the stock 
of the Philadelphia and Reading Coal and Iron Company, which owns a large body 
of anthracite lands and operates mines; also the stock of the Philadelphia and Read¬ 
ing Railway Company, wnich owns, leases, and controls railroads. The latter com¬ 
pany iB the successor of the Philadelphia and Reading Railroad Company, but none 
of the securities of the Philadelphia and Reading Railroad Company are now out¬ 
standing. The Reading Company in its present form has been in existence since 
1896. Its chief obligation is a general mortgage secured by the properties of the 
other companies, which takes up the old mortgages issued by these companies. The 
Philadelphia and Reading Coal and Iron Company and the Philadelphia and Reading 
Railway Company have large issues of securities, but these are held by the new 
company. (597.) 

Mr. Greene, of the Audit Company of New York, says that the Reading Company 
is a Pennsylvania corporation with special powers, enabling it to hold the stock of 
other corporations. The laws of Pennsylvania prohibit railroad companies from 
owning mines. The Philadelphia and Reading Railroad Company and the Phila¬ 
delphia and Reading Coal Company were therefore separately organized, while the 
Reading Company, under a charter giving it special powers, owns the stock of both. 
Under this authority, also, the Reading Company has bought the stock of the Cen¬ 
tral Railroad of New Jersey. (471.) 

3. Relation of railroads to coal companies— Mr. McLeod, former president of the Read¬ 
ing Railroad says that each of the anthracite coal railroads owns all or a large part of 

' the stock of coal mining companies which are thus practically departments of the 
railroads. These coal companies mine coal and also buy coal from independent 
operators. They pay freight to the railroad companies in the same wav aH other 
snippers, the accounts being kept separately from those of the railroad. (561.) 

Mr. Harris, until recently president of the Reading Company, says that the Read¬ 
ing Coal and Iron Company does not. sell its coal to the railroad company, as many 
of the individual operators do, but that it sells the coal itself and pays the railroad 
company for transportation at precisely the same rates as are charged to individual 
operators who ship on their own account, (600.) 

Mr. Stearns, president of Coxe Bros. & Co., says that he does not know whether 
railroad companies in Pennsylvania have the right to operate coal mines directly. 
As a matter of fact, most of them own the stocks of mining companies, which are 
thus practically entirely controlled by the railroads. The Pennsylvania Railroad 
Company acquired most of its coal properties from the Northern Central Railroad 
and other railroads which it absorbed. The witness believes that in each case where 
railroads control coal companies the coal company is operated separately from the 
railroad company. This was certainly the case of the Pennsylvania Railroad. The 
Pennsylvania owns all of the stock of the Susquehanna Coal Company and controls 
theLykens Valley Company and the Mineral Railroad and Mining Company. (579.) 

Profit on tmnsportalign and on mining. —Mr. Greene, of the Audit Company of New 
York, says that in the case of the railroad companies which maintain separate coal 
companies proper principles of accounting demand that the business should be kept 
entirely separate. As a matter of fact, it is not possible in the anthracite regions to 
calculate the profits of the railroads and the coal companies.accurately. The rail¬ 
road companies, in order to get tonnage, sometimes operate mines at a disadvantage. 
Moreover, it is exceedingly difficult to keep the accounts of a mine and to know the 
actual operating expense. This is especially true because there is a certain amount 
of work, known as dead work, in every mine, which has no direct relatioAtocAJie 
amount of coal produced. It is a matter of opinion whether the cost o£. Hb dt»d 
work should be charged to improvements of the mine or to operating «m| pfo r 
divided between those accounts. (474.) 

4. Control of cool lands by railways. (See also Independent operators, p. 

Mr. Saward asserts that the anthracite coal lands are now to a very large extent otfned 
by the railroads or their subsidiary companies. They virtually control the sitviapfla* 
The reason for going into the coal business was the necessity of a permanenMwwg 
portation business. At first many individuals produced anthracite coal in very ggjffi 
Bp g and with small capital. These mines soon gave out and the railrowllyCTyin 
dttp jyr of bankruptcy. Therefore in order to secure permanent traffic mdraecattM 
properties, directly or indirectly, and made developments on a larger scare. (pOyO 

Mr. McLeod says that in 1900 out of 47,000,000 tons shipped the individual 
operators mined 16,000,000 tons, or about one-third, and the railroad mines shipped 
the rest On the Lehigh Valley there is a much larger proportion of individual 
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operators. The company mined in 1900 2,922,000 tong out of 7,875,000 tons carried. 
The Reading mined 7,085,000 tons out of 9,674,000 tons. The Central Railroad of 
New Jersey miqed 4,133,000 tons, while individual operators along that line mined 
1,670,000 tons. The New York, Ontario and Western mined 1,086,000 tons and the 
individual operators 906,000 tons. (583). 

Mr. Childs, of the Ontario and Western Railroad, thinks there would be some 

S rtunities in the lower anthracite region, in the neighborhood of Pottsville, for 
pendent operators to buy up coal lands and start into business. Quite an amount 
of land hag recently been sold in this district. In the Wyoming district the railroads 
control a pretty large proportion of the field, though there are occasional sales. 
(503.) 

Mr. Kick thinks that anthracite coal lands are very difficult to buy, that they are 
largely held by the railroad companies, and that sales are chiefly made to those 
companies. It is relatively expensive to mine on a small scale and few people care 
to start into the business. (743.) 

Control of future coal supply by combination.—Mr. Stearns, president of Coxe 
Bros. & Co., says that the Reading Railroad is generally considered to have the 
largest supply of coal. The U-high Valley and the Delaware and Lackawanna 
railroads have also large reserve supplies. The coal land which is owned by the 
Jersey Central is all quite thoroughly developed. A combination of the Reading 
Erie, Lehigh Valley, and other roads having the largest reserves will give these 
companies a very strong strategical position in the future »h the supply becomes more 
limited. (587.) 

5. Community of interest iimmitj anthracite coal roads.— Mr. Woodlock, railroad 
editor of the Wall Street Journal, says that while there are no definite figures regarding 
the common ownership of the anthracite coal roads, it is a thoroughly well-under¬ 
stood fact that Mr. J. 1’. Morgan represents a group of interests that are dominant in 
the Reading, Lehigh Valley, Jersey-Central, Delaware, Lackawanna and Western, anil 
Erie railroads, and that it is believed that these interests are taking steps to control 
the Delaware and Hudson. The five roads first, named, including the Susquehanna 
and Western, which is owned by the Erie, carried in 1900 about 72} ]>er cent of the 
anthracite shipments. His la-lieved that, the Pennsylvania Railroad and the Dela¬ 
ware and Hudson are in general sympathy with the combination, and if these lie 
included 92} percent of the tonnage is accounted for. I If the remainder, Coxe Broth¬ 
ers, owning the Delaware, Susquehanna and Schuylkill Railroad, get about 3} per 
cent. The Ontario and Western Railroad is a free lance, but practically makes the 
same rates and prices as other roads. 

Mr. Woodlock believes that there is already a sufficient community of ownership 
to assure absolute control of the anthracite coal situation. Hedoesnot think that it 
is the intention of the capitalists lo bring all the anthracite coal roads under one 
single ownership and management, nor to buy up all of the anthracite coal produc¬ 
tion. Such monopoly would be injudicious, especially by provoking legislation. It 
is the intention rather to agree upon prices. This is nothing new, since agreements 
have practically been made since 1885. Under the present arrangement, however, 
the agreements will he more effective. 

■ M , r ' ' Voo<llo( ' k further, that the representatives of Mr. Morgan are to be found 
in the directorates of the Reading, the Lehigh Valley, and the Erie railroads. Mr. 
Morgan himself has very large capital, and besides lie represents various prominent 
financial interests which support him in such operations as these among the anthra¬ 
cite coal roads. Mr. Morgan is also interested in the New York, New Haven and 
« ii ’ althou ? 1 ' that lias other affiliations. (451-455.) 

independent t-oal ojierator, says that he believes the common reports 
rejWtillM the establishment of a community of interest among the anthracite eoal 
f nilf - It fr' un< h‘<h He understands that, leading stockholders in the differ- 
SnkSRk 68 .? vc changed stock in such a way as to harmonize the interests. 

railroads thus brought into harmony control 60 or 70 per cent of the 
aotjjracite coal tonnage. The statement as to the recent establishment of this com- 
JjWw of interest is not denied by tile parties and the bankers who have made the 
(526.) 

I lree ^ er d °f the Coxe Bros. & Co., says that he understands that 
lan roaqa coc trollmg practically 80 per cent of the anthracite traffic are now working 
“Jr st ?wi8£l un uer a community of interest. All the railroads are working together 
tEt lv ? nia > ,,le Ontario and Western, and the Delaware and HudSfch. 
O.,!, 6 .. kno y" these matters chiefly through the newspapers. The Delaware, 
Susquehanna and Schuylkill Railroad, which belongs to Coxe Bros. &Co., is in no 
sense a Morgan road." There is a newspaper report that the Ontario and West¬ 
ern lias recently been brought into the community of interest, but the witness does 
not know as to its correctness. (588, 589.) 
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Mr. Walter says that he has no definite information as to the tendency toward 
community of interest, at least as regards other railroads than the Lehigh Y alley. 
There are gentlemen who are directors of other railrbads and also of tne Lehigh 
Valley. The purpose is not to establish an agreement or consolidation, but the pre¬ 
sumption is that if a man is interested in several properties he will consider the 
interests of each in the light of the interests of the others. 

This witness thinks that there is no tendency toward absolute consolidation and 
control of the anthracite business. The business is so complicated and each com¬ 
pany has such different problems that it would l>e difficult for one body of men to 
manage all the properties. Moreover, the fact that only a part of the traffic of the 
respective railroads is in anthracite coal, and that they have differing interests as 
regards their other traffic, makes combination more difficult. About half of the 
total traffic of the Lehigh Valley is in general merchandise, the remainder being in 
coal. (545,54b.) 

Mr. Harris, until recently president of the Reading Railroad, says that the Reading 
Company, the Central Railroad of New Jersey, the Erie Railroad, and the Lehigh 
Valley are working in substantial harmony. These roads represent about 57 or 59 
per cent of the entire transportation of anthracite coal. There is a slight degree of 
narmony between these and the other leading railroads. Still the relations of the 
Pennsylvania Railroad to those which are combined is essentially that of an ordinary 
business competitor. The New York, Ontario and Western is one of the more 
recently constructed roads, and has never worked particularly in harmony. The 
Delaware and Hudson is also quite independent, and the witness knows of no move¬ 
ment toward bringing it into community of interest. The Pennsylvania ships about 
12 per cent of the anthracite coal, the Delaware and Hudson about the same, the 
New York, Ontario and Western about 4 per cent, and Coxe Bros. & Co., who are 
entirely independent, ship about 4 per cent. The witness does not speak of the 
Delaware, Lackawanna and Western. He says there is undoubtedly a desire on 
the part of the railroads already working in harmony to bring the others into the 
community of interest. (598, 599, 608.) 

Mr. McLeod says that be knows of no tendency toward actual consolidation of the 
different railroads. The tendency toward a community of interests is evident and 
understood by everyone. The witness feels confident that such community of inter¬ 
est is desirable both in the case of the anthracite roads and of other railroads. He 
declares he has no financial interest involved, hut that be believes the economies of 
combination will result in benefit to the public. He does not believe it is the inten¬ 
tion of those concerned in the movement to rob the public, nor could they do so if 
they would. (571.) 

Mr. Saward, editor of the Coal Trade Journal, denies that there is any thorough¬ 
going combination among the anthracite coal roads. It is true that the Vanderbilts, 
Rockefellers, and other great capitalists are interested as shareholders in several of 
the different coal-producing ana coal-carrying companies. It, is also a fact that the 
Lehigh Valley, the Erie, the Reading, and the Central Railroad of New Jersey are 
more closely united than the other roads. The Reading has recently bought a suffi¬ 
cient number of shares of the stock of the Central Railroad of New Jersey to control 
it. (513.) 

Mr. Childs, of the New York, Ontario and Western Railway, asserts that the com¬ 
munity of interest between anthracite roads does not seem to have affected the com¬ 
petition in the business, which is still very lively. The Ontario and Western has 
not entered into any form of combination or community of ownership, nor has it 
been approached with a view to bringing it in. The witness does not know whether 
Mr. Morgan, Mr. Rockefeller, or others, who are interested in the other anthracite 
roads, own stock in his own road. Mr. Depew is a member of the t>oard of directors, 
but the witness does not think that he has a large block of stock. The Ontario and 
Western has many business connections with the New York Central, and it is natural 
that there should be some representative of the New York Central on its directorate. 
(502,504.) 

Mr. Rick does not think that it would be wise to attempt a consolidation of the 
railroads carrying the anthracite traffic. He doubts whether the consumer would 
be seriously affected, being protected by the competition of bituminous coal, but 
■ the operation of such varying interests under one head would be impracticable, and 
the witness sees no advantage in it. (738.) 

^Effect of combination on mall producers.— Mr. Stearns, president of Coxe Bros. & Co., 
does not think that the establishment of a community of interest between the rail¬ 
roads will enable them to drive out the independent operators. If the attempt were 
made to do so by reducing the price of c,oal, the large interests, which handle the 
greater volume of coal, would suffer more than the smaller interests. At the same 
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time the elimination of the independent operators would strengthen the community 
of interest and would save & considerable amount of trouble to the railroads in 
maintaining a fljpi price. (585,580.) 

The New York Central Railroad in the anthracite field— Mr. McLeod says he does 
not believe that the New’York Central Railroad as a corporation has any interest in 
the anthracite region or any intention of building a railroad there. He understands 
that some of the stockholders are interested in some of the anthracite coal roads. 
(571.) 

Legal difficulties hindering monopoly of anthracite coal. —While Mr. Greene believes 
that absolute consolidation of the various anthracite mines and railroads would be 
desirable, he points out that legislation in the various States, and especially in Penn¬ 
sylvania, makes such consolidation difficult. The constitution of Pennsylvania 
especially contains provisions directed against monopoly. To be sure, by a circuitous 
method the Reading Company, which is chartered in Pennsylvania, has been able 
to control railroads and mines at the same time, although direct operation of mines 
by rad road companies is prohibited in Pennsylvania. (469,471.) 

Attempted combination of 1898.— Mr. Childs, of the Ontario ana Western Railroad, 
says that Mr. McLeod, of the Reading Railroad, tried to lease the Jersey Central and 
Lehigh Valley in 1893, in order to effect a combination of the anthracite roads. 
Then he branched out and tried to control the New York and New England and the 
Boston and Maine roads, but this was too much of an undertaking, so that whole 
scheme failed. (503.) 

6. Recent purchases of anthracite coal lands by railroads. —Mr. Woodlock, railroad 
editor of the Wall Street Journal, declares that it is pretty clear that the owners of 
the leading railway companies reaching the anthracite coal region ure trying to buy 
up a large part of the few remaining coal lands in the hands of independent opera¬ 
tors. The Ontario and Western bought quite a block of land from the Lackawanna 
Iron and Steel Company and about 600,000 tons of yearly production besides. The 
Erie Railroad lias bought the Pennsylvania Coal Company, which produces about 
6 per cent of the total anthracite tonnage. Mr. Woodlock (toes not think that these 
purchases were due to a desire to eliminate the independent operators, or to acouire 
absolute monojKjly, but rather to prevent the independent operators from establish¬ 
ing a concreting railroad, which would take away from the present railroads a large 
part of the tonnage of individual operators which they now carry. The Pennsyl¬ 
vania Coal Company had just taken up the proposition to establish a new coal road, 
the Delaware Valley and Kingston. 

The purchase by the Erie Railroad was conducted through Mr. J. Pierpont Mor¬ 
gan, who first bought out the Pennsylvania Coal Company himself, and later sold it to 
the Erie. The syndicate, headed by Mr. Morgan, is believed to have taken its com¬ 
mission in the form of Erie first preferred stock, $5,000,000 of which was issued in 
connection with the deal. Mr. Woodlock thinks that the price paid for the Penn¬ 
sylvania Coal Company was exceedingly high. (451-453.) 

Mr. Haddock, independent coal operator, explains the occasion for the recent pur¬ 
chases of coal lands by the railroad companies. He says that about 1898 the inde¬ 
pendent operators, feeling that it was impossible to get reasonable rates for trans¬ 
portation, projected a new railroad from the J^kawanna region to tide water, 
believing that the saving in transportation would justify the expense. This road was 
to be known as the New York, Wyoming and Western. Various mine operators 
had pledged tonnage to it. The Temple Iron Company, which the witness under¬ 
stands to be controlled by the various railroad companies, bought up most of the 
mines which had pledged this tonnage, and the enterprise was abandoned. 

Some of the remaining independent operators afterwards planned the construction 
of a rail road to tide water (the Delaware and Kingston), following the bed of the 
Delaware and Hudson Canal. The Pennsylvania Coal Company, in particular, was 
cooperating in this enterprise. Very recently the Erie Railroad has bought up the 
Pennsylvania Coal Company at a high price, and the construction of the railroad has 
had to be abandoned. 

It was more profitable to the operators to sell out in each of these cases at the big 
prices offered, freeing themselves from the risks of miningandof business. (521,522.) 

Mr. Stearns, president of Coxe Bros. & Co., says that about three years ago the 
independent operators made an attempt to build a railroad through Scranton to 
tide water, with a view to securing a lower rate of freight. Later an attempt was 
made to build a line along the old Delaware and Hudson Canal to Kingston. Both 
of these roads were blocked by the buying up of mines upon which they would have 
to rely for tonnagq. The Erie bought out the Pennsylvania Coal Company, and it 
is the general assumption that this was designed to prevent the building of the line 
to Kingston, which would especially have served that company. The New York, 
Ontario and Western also bought out several collieries which would have been 
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shippers over the proposed road. The prices paid by the railroads for these mines 
were high, but it is probable that they are making a profit by operating them and 
transporting the coal produced. The price paid for the Pennsylvania Coal Company 
was about $32,000,000. (588, 589.) 

Mr. Harris, former president of the Reading Company, toys that there was appre¬ 
hension on the part of the railroads over the proposed extension to tide water of the 
Erie and Wyoming Valley Railroad, which could, perhaps, have secured 7 per cent 
of the tonnage. (603.) 

Ihirchase of coal interests by Erie system. —Mr. Thomas, president of the Erie Rail¬ 
road, says that substantially all the capital stock of the New York, Susquehanna and 
Western Railroad is owned by the Erie, which has exchanged its own stocks for it. 
The Erie has also recently bought the Pennsylvania Coal Company, which owned 
the Erie and Wyoming Valley Railroad, extending from Hawley to Scranton, and 
from Hawley to Eackawaxen. The price paid was $32,000,000 in 4 per cent bonds, 
and $5,000,000 in preferred stock. The Pennsylvania Coal Company had a capital¬ 
ization of only $5,000,000, but it was established more than 38 years ago. 

The motive of the Erie in acquiring the Pennsylvania Coal Company was to guar¬ 
antee the stability of its transportation. For 38 years it has had close relations with 
the Pennsylvania Coal Company, but the Erie itself did not reach into the heart of 
the anthracite region. 

Another motive of the Erie in making this purchase was l>eeause it has felt in the 
past that it did not always get a fair share of the freight rate on the coal which it 
hauled. Reaching only the edge of the coal field it had to pay large sums to the 
Erie & Wyoming Valley and other roads which first hauled the coal. Finally, the 
Erie desired to secure a permanent coal supply for its own use. The road consumes 
350,000 tons of anthracite yearly. (552, 553.) 

Mr. McLeod thinks that the purchase of the Pennsylvania Coal Company by 
the Erie Railroad was a wise step for the railroad. It secures to it a tonnage which 
might otherwise have gone elsewhere. The Pennsylvania Coal Company had a very 
large amount of unmined coal which the Erie will now transport. The price paid 
was high, but probably the property was worth it, because anthracite coal gets more 
valuable as the supply is reduced. 

The debt incurred by the Erie in this purchase will l>e paid off by a sinking fund, 
to which 10 cents for each ton of coal mined is added. The witness considers this a 
very wise arrangement. Owners of coal lands are beginning to see that they must do 
something to liquidate the debts which they have incurred as the coal is exhausted. 
The profits of the Erie on its coal may be apparently for the time being less than 
those of less conservative companies that set aside no sinking fund. (572,573.) 

Purchase of lands by Ontario and Western.— Mr. Childs, general manager of the 
New York, Ontario and Western Railroad, says that when it began business in 
the anthracite region in 1890 it had no direct control of mines. It desired to get 
control of large mining interests in order to insure profitable transportation. A 
branch from the main line had been built to Scranton, 54 miles, at a heavy expense, 
$2,500,000 to $3,000,000, and millions more had been invested in branch lines and 
equipment. Contracts with individual operators, running only a few years, could 
not be relied upon to assure business to the railroad and earning of interest on its 
bonds. In some earlier instances loans were made by the railroad for the improve¬ 
ment and development of coal properties, on condition that the coal be shipped over 
the railroad until exhausted. Within the last 2 years the railroad has absorbed, 
indirectly, about 80 per cent of the producing capacity reached by it. It bought a 
majority of the stock of the Elkhill Coal and 1 ron Company and of the Scranton Coal 
Company, and advanced money to these companies to buy up smaller mines owned by 
individual operators, and to promote the development and improvement of the mines. 
The railroad company, under its charter, could not probably legally mine coal 
directly. It has made contracts with the two companies named to secure the trans¬ 
portation of all the coal which they shall hereafter produce. In this purchase of 
the control of coal lands the Ontario and Western is merely following in the steps 
of the other anthracite roads, the object being to insure a permanent transportation 
business. (479, 480.) 

Purchase of coal lands by Reading Company. —Mr. Harris, late president of the 
Reading Company, says that that company has not made any effort recently to buv 
up independent coal operators. Practically all of the Reading’s lands were bough* 
by Mr. Gowan many years ago. The witness does not think there have been any 
large purchases of coal lands by the Reading during the past 8 years, nor does he 
recall any purchase made by Mr. McLeod. (604.) 

7. Purchase of Central RaUroad of New Jersey.— Mr. Harris, until recently president 
of the Reading Company, states that the Reading Company has recently bought a 
majority of the stock of the Central Railroad of New Jersey, paying for it at the rate 
of $160 per share. This price is somewhat higher than the recent range of prices of 
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stock! of the Jersey Centrals but a good many vears ago it sold as high as $160. The 
number of shares bought was 145,000, costing $23,200,000, and bonds of the Beading 
Company were issued to cover this amount. In a certain sense the aggregate capi¬ 
talization of the two companies is increased by this transaction, but the Central was 
earning a dividend of from 5 to 7 per cent on its stocks, and at that rate its earnings 
will pay the interest charges on the debt incurred by the Beading without makingit 
a burden on the general earnings of the Beading. The purchase practically Bimply 
changes the personnel of the ownership of the stocks of the Central. 

Mr. Harris disclaims any knowledge as to the motive of the bankers in bringing 
about this control of the Jersey Central by the Beading. He says that J. P. Morgan 
& Co. represent the owners of the controlling interest in the Beading. The commis¬ 
sion charged for the transaction in the purchase of the Central fiailroad of New 
Jersey was not, Mr. Harris believes, more than the ordinary and reasonable com¬ 
mission. The witness believes that the bankers turned over the shares of the Cen¬ 
tral Railroad of New Jersey at the same price which they paid for them. Of course 
tin- commission had to be provided for in the issue of securities. 

In explanation of the advantages of this combination Mr. Harris points out that 
the two railroads naturally constitute one system. All business of the Beading com¬ 
ing from the South or Southwest to New York lias to lie carried over the Jersey 
Central about 30 miles. A good deal of bituminous coal is hauled by the Beading 
from West Virginia to Allentown, and from there goes 90 miles over the Jersey Cen¬ 
tral to New York. Business going from Philadelphia over the Beading to Bethle¬ 
hem, Pa., is carried from there over the Central to Scranton. 

The witness does not know of any plan for the absorption of the Lehigh Valley 
road by the Reading. He does not know, however, what bankers and large stock¬ 
holders may be doing in the purchase of stocks. The combination of the Central 
and the Beading is not likely to have any influence upon the Baltimore anil Ohio or 
the Pennsylvania railroads. ’ The Baltimore and Ohio furnishes a great deal of busi¬ 
ness to the Beading, but is not especially its competitor, nor, on the other hand, is 
there any combination or community of interest between them. (599,607-609,610.) 

Mr. McLeod says that in 1892 the Beading Railroad leased the Central Railroad of 
New Jersey. The State of New Jersey brought suit to cancel the lease, but the wit¬ 
ness thinks no decision was rendered, the suit being discontinued after the Beading 
went into the hands of a receiver. He thinks that the provision of the laws of New 
Jersey which restricted the lease of the. I.ehigh Valley and the Central Railroad of 
New Jersey to a Pennsylvania corporation would not prevent an actual purchase. 
He understands that the Beading has recently acquired a controlling interest in the 
Central Railroad of New Jersey, but lie thinks the laws of New Jersey prevent an 
absolute combination and consolidation of the two roads. (572.) 

Mr. Rice says that the recent purchase of a controlling interest in the Jersey Cen¬ 
tral by the Reading Company is the third time that the Beading lias acquired con¬ 
trol of that company. In tiie first instance, the Reading borrowed money on the 
Jersey Central stock which it held, ami was net able to retain the stock when the 
loans were called. In the second case the lease of the Jersey Central was di&solved 
by the New Jersey courts. It was expected in 1893, when the Reading secured con¬ 
trol of the Jersey Central and Lehigh Valley, that the other coal roads would act in 
harmony. The main reason why the combination failed was that it did not under¬ 
stand the necessity of reducing prices and making its profits through economies. 
Instead it attempted to increase prices, and could not sell coal. (737,- 738.) 

With reference to the high price paid for the stock of the Central of New Jersey, 
Mr. Greene says that while the price was above the average for a long term of years, 
holders of large amounts of stock are frequently unwilling to sell at market prices. 
Moreover, the combination between the Central of New Jersey and the Beading may 
greatly increase the value of both properties. The Central owns most valuable ter¬ 
minal facilities, partly now unused, on the Hudson River. If these are sold out to 
another company which can make use of them, a proper payment for them should 
lie made. It is fair to assume that a profit will be made out of the investment, even 
though stocks be bought at high prices. There is no such thing as an actual value 
of one of the anthracite roads, if one means the cost of reproduction. It is, however, 
questionable, in the opinion of Mr. Greene, whether a new road could be built into 
^Vie anthracite coal fields for less than the capitalization of existing roads. (475.) 

B. Relation of railroad! to Independent operator*.—1. Anthracite 

Coal Operator/? Association.—Mr. Fleming, secretary of the Anthracite Coal Opera¬ 
tors’ Association, says that this association consists of various smaller so-called inde¬ 
pendent operators who sometimes own mines in their own right and sometimes lease 
them. 
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The members oi the association produced up to 1901 about 34 per cent of the entire 
output. Quite a number of them have sold out recently to the railroad companies, 
ana the present percentage will probably be about 29 or 29}. 

The object of the orgamaation was to strengthen the small operators in their rela¬ 
tions with the large corporations. It has been the constant effort of the association 
to obtain more reasonable rates of transportation. (536). 

2. Number of independent operators and their proportion of tonnage—hlr. Haodock, 
independent coal operator, says that it is very difficult to determine just what an 
independent operator is. Stnctly speaking, an independent oprator is one who 
mines hU own coal, and sends it to the market and sells it himself, or through a com¬ 
mission agent. The great majority of the smaller operators and mining companies, 
ordinarily called independent, sell their coal to the various railroads or railroad 
coal companies under contracts, which leave them by no meanB independent. 
It has been claimed that the independent operators of both these classes represent 
about 30 per cent of the total tonnage, but they are growing fewer each year, and 
the figures are uncertain. The feeling of the owners and managers of "the groat 
railroads is that the freight rate is open to attack so long as there are really independ¬ 
ent operators. The new contracts on the 65 per cent basis which are being made 
bind the operators to the railroad for the entire life of their pro)ierty. In Mr. 
Haddock’s opinion, so many will sign these contracts that no more than 5 or at 
the outside 10 per cent of the production will remain to the independent operators 
who conduct their own shipments, as Mr. Haddock does himself. (521, 622, 531, 
532.) 

Mr. Fleming, of the Anthracite Coal Operators’ Association, says that the inde¬ 
pendent operator is defined ordinarily as the man who owns mines, irrespective of 
the way in which he sells his coal. If reference be made to independent shipjiers 
and sellers there will probably hereafter be comparatively few ; most operators will 
find it more advantageous to contract with the railroad companies to sell the coal to 
them. Mr. Fleming is not authorised to make auy complaint on behalf of the inde¬ 
pendent operators. (542.) 

Mr. Stearns, president of Coke Bros. & Co., says that the numlier of independent 
operators in the anthracite region is being gradualfy reduced by the acquisition of their 
properties by the railroad companies and other large operators. There has been a 
substantial decrease in the output of the independent operators in the last few years. 
The witness does not think that these operators have been forced to sell out, hut 
believes that they did so because they could get a very good price. He thinks that 
there is no discrimination against them by the railroads in any way. He under¬ 
stands that there are some lands in the Schuylkill regiun which are now on the 
market, although it is true that the really desirable coal lands are about all now 
owned by those which are really operating mines. If lands could be obtained, an 
independent operator could start into business on as favorable terms as those already 
in the business. 

The Lehigh Valley Bailroad has a larger proportion of independent operators than 
any other of the railroads. (579, 580, 588.) 

Mr. Saward Btates that the independent coal operators probably at present pro¬ 
duce but a small fraction of the total output of anthracite coal—not more than 20 per 
cent. Of this proportion by far the greater part is sold directly to the railway com¬ 
panies at the mines under the percentage contract arrangement. Some individual 
operators still sell their own coal through commission houses. John C. Haddock is 
one of the largest of these operators. (508, 509.) 

Mr. Greene, of the Audit Company of New York, says that four or five years ago, 
when he was connected with the anthracite coal business, the independent producers 
controlled between 28 and 30 per cent of the tonnage. In the case of one or two of 
the railroad companies the independent tonnage was a very large proportion of the 
total tonnage. (468.) 

Mr. Haddock says that there are more independent coal operators in the northern 
anthracite field than in the Schuylkill field, where the Philadelphia and Reading 
absorbs most of the territory. In the Lehigh field there have been many changes in 
ownership recently. (522.) 

Mr. Harris, until recently president of the Reading Company, says that out of 
eight or nine million tons’snipped by the Reading Company, perhaps one million 
tons are produced by independent operators. In most cases there is no financial 
relation between these operators and the railroad. In a few peculiar instances 
they are brought together. Thus in one case the individual operator mines partly 
on lands belonging to the Reading, and the Reading mines partly on his lands on 
account of the geological conditions. (600.) 
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3. Attitude of independent operator*.— Mr. Thomas, president of the Erie Railroad, 
asserts that the independent operators, including those who ship for themselves, 
along the Erie road are apparently entirely satisfied with conditions. The most 
amicable relations have existed. It is, to be sure, the fashion if a man fails in busi¬ 
ness, in this as in other industries, to charge the failure to the railroad company 
rather than to lack of ability or application. Mr. Thomas says, further, that the 
profits of the independent operators are greater than those of the railroads propor¬ 
tionately. The witness has known individual operators who a few years ago were 
carrying dinner pails, and who now live at the Waldorf-Astoria and run automobiles. 
(549,556.) 

4. Com Brothers & Co.—Mr. Stearns, president of Coxe Bros. <& Co., says that the 
mines of that company are located in the Lehigh anthracite region. The company 
employs about 3,500 men, and in 1900 shipped 1,032,577 tons of coal of its own pro¬ 
duction; its total production, a small part being used for local purposes, amounting 
to 1,246,592 tons. The company purchased from Mr. C. Pardee 629,021 tons, which 
it shipped, making the total shipments 1,561,598 tons. Of this amount 1,071,357 
tons were sent to Perth Amboy and 149,209 tons to points on the railroad lines east. 
The company shipped to Buffalo for lake shipment 199,870 tons. The Coxe com¬ 
pany produces and hauls about 3$ per cent of the entire output. (576,581.) 

5. Plymouth Coal Company.—Mr. Haddock, of the Plymouth Coal Company, says 
that when running at full capacity his company employs from 1,000 to 1,100 men. 
It usually works more days than the mines controlled by the railroad companies, 
simply because Mr. Haddock, shipping his own coal, has insisted on the right to 
secure cars, and to be free from dictation as to output. (533.) 

€. Percentage eon tracts and freight rates.—1. Parentage contracts vAth 
independent operator*. —Mr. Saward, editor of the Coal Trade Journal, says that the 
great bulk of the coal hauled by the anthracite roads is produced by those roads 
themselves or their subsidiary companies. By far the largest proportion of coal 
produced by independent operators is brought to tide water under a contract by 
which the railroad company receives 40 per cent of the tide-water price and the 
individual operator 60 ]>er cent. Operators are therefore interested in keeping the 
price of coal high. (509.) 

Mr. Stearns, president of Coxe Bros. Sc Co., says that for several years the great 
majority of the independent operators have sold their coal to coal companies affili¬ 
ated with the railroads. The operators receive 60 per cent of the tide-water prices 
and the railroad company receives 40 per cent, guaranteeing the sale and paying all 
selling expenses as well as transportati n. The railroad assumes the actual title to 
the coal at the breaker and the operator has no responsibility. The settlement is 
made with the independent operators monthly on the basis of the. prices received dur¬ 
ing the preceding month. (577-580.) 

Mr. Childs, general manager of the New' York, Ontario and Western Raihvay, says 
that when that road reached the coal fields in 1890, it made contracts with individ¬ 
ual operators agreeing to carry their coal to tide water, and to receive for transporta¬ 
tion 40 per cent of the tide-w'ater price in case of prepared sizes. The actual form of 
the contract was a purchase of the coal at the mine by the railroad. At first, part of 
the terminal charges at tide water were paid by the individual operators, but after 
several years the railroad assumed all these expenses, paying tne operator 60 per 
cent of the average tide-water price, free from all commissions, terminal charges, etc. 
Thus, if the tide-water price should be $3, the price to the o[>erator at the mine 
would be $1.80 net. 

Mr. Childs states further that the practice of the other railroads, with regard to 
the purchase of coal on the percentage plan, is practically the same as that of the 
Ontario and Western. On some of the roads part of the individual operators ship to 
tide water independently, paying the freight charges and selling the coal directly. 
On the Ontario and Western, however, all or practically all operators sell to the rail¬ 
road at the mine. On shipments west, as well as on those to tide water, the Ontario 
and Western usually buys the coal from the ofierators on a jiercentage system. 

At the time of Mr. Childs’s testimony, February, 1901, a revised contract with the 
operators was under consideration by the Ontario and Western and other railroads. 
This provided for the payment to the operators of 65 per cent instead of 60 per cent 
of the tide-water price on prepared sizes of coal. (496-498.) 

Mr. McLeod says that it was through his influence that the present system of per¬ 
centage contracts with individual operators was introduced as a general system. 
Prior to that time there were some contracts by which the railroads hauled coal to 
the seaboard and sold it, allowing the operators a percentage of the price. There 
were such contracts on the Lehigh Valley by which the operators received 55 per 
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oent. Mr. McLeod canceled these contracts and made others on the 60 per cent 
basis. The coal by this arrangement is sold by the producer to a coal company 
affiliated with the railroad. The coal company sells it and receives its 40 per cent of 
the price, while 60 per cent goes to the individual operator. Out of the 40 per 
cent the coal company must pay freight to the railroad company with which it is 
affiliated. 

Mr. McLeod thinks there is practically no difference in the new contracts on the 65 
percent basis except as to the rate allowed. He understands, however, that the new 
contracts are to cover all the coal in the ground of the operator signing the contract. 
The contracts made by Mr. McLeod ran 7 or 8 years. They were considered very 
generally satisfactory. (562, 563.) 

Mr. Fleming says that many years ago the contracts between the railroad com¬ 
panies and the coal operators allowed the operators only 40 or 45 per cent of the 
tide-water price of coal, although some contracts made the percentage vary in accord¬ 
ance with the amount paid to labor. After that for a time the rate was 55 per cent 
of the tide-water price. From 1892 to 1898 the contracts allowed the operators 60 
per cent of the tide-water price, while the present contracts which are being made 
are based on 65 per cent. (536.) 

Mr. Wai/ter says that the auxiliary companies of the Lehigh Valley Railroad buy 
part of the coal produced by independent operators on the percentage basis. The 
rate paid to operators at the time of his testimony, February, 1901, was CO per rent of 
the tide-water price. A contract on the basis of 65 per cent was then under discussion 
with the probability that it would be adopted. (543.) 

Mr. Haddock, independent coal operator, says that since the time of the attempted 
combination by Mr. McLeod, in 1892, the railroads have offered to independent oper¬ 
ators to buy and transport their coal, paying 60 per cent of tile price received at tide 
water on the prepared sizes. This was considered a concession at the time, since 
individual operators were protesting vigorously against the rates that were being 
charged for transportation. The present movement for an increase of the percentage 
to 65 has grown out of the desire of the railroad companies to suppress the construc¬ 
tion of a railroad by the independents. (522.) 

Mr. Woodcock says that the railroads have had contracts with the independent 
coal operators by which the rate of transportation was based on the price received 
for coal at tide water. The railroads would take the coal to market and give the 
producer 60 per cent of the price received at tide water. About 2 years ago the 
projectof an independent railroad from the anthracite coal region began to be pushed 
and the other railroads have felt themselves forced to make a concession. Tne pro¬ 
posed new contracts give the operators 65 per cent of the tide-water price, the rail¬ 
roads accepting 35 per cent as tne payment for freight, (454.) 

Mr. Harris, until recently president of the Reading Company, asserts that he does 
not know whether more than half of the coal produced by the independent opera¬ 
tors along the Reading Railroad is Bold to the Reading Coal and Iron Company or 
not. In most of the other regions more than half of the operators do sell to the 
.railroad companies. (600.1 

2. New 65 per cent contracts.— Mr. Thomas, president of the Erie Railroad, says 
that most of the anthracite coal produced by independent operators reached by that 
ifilroad is bought by the railroad through a subordinate company, on the pe’reent- 

T contract system. ' At present (February, 1901), the operators receive 30 per cent 
the tide-water price. The Erie, together with other railroads, was at that time 
arranging for a contract allowing the operators 65 per cent, and the witness had no 
doubt that the arrangement would be completed. It was not a condition of the 
contract that all the operators should accept it, but the witness thinks that the rail¬ 
road is entitled to the acceptance of most of the operators. He believes the opera¬ 
tors are generally well satisfied. 

Mr. Thomas further affirms that these new contracts cover the entire life of the 
property of the various operators; that is, the Erie agrees to purchase all the coal in 
the ground, and the operator to sell it all. (549.) 

A copy of the form of the proposed 65 per cent contract was submitted by Mr. 
Ohilds. It contains a promise on the part of the producer or seller to deliver to the 
railroad company all the coal which it produces. The railroad company agrees to 
take as much coal as the market will permit, dividing fairly the demand between 
the various collieries, in proportion to their capacity, with no preference for mines 
operated by itself. The division of tide-water price is different in the case of other 
cusses of coal than in the case of the larger prepared sizes. The main clauses of this 
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“This agreement, made and executed in the city of Philadelphia, Pa., this-day 

of-, nineteen hundred-, between-(hereinafter called the 

seller), party of the first part, and-(hereinafter called the buyer), 

party of the second part, witnessed: 

“First. The seller hereby sells, and agrees to deliver on cars at breaker to the 
buyer, all the anthracite coal hereafter mined from any of its mines now opened and 
operated, or which it may hereafter open and operate on the premises intended to 
be covered by this contract, and any which shall be reclaimed from culm banks on 
said premises, viz: 

“Shipments to be made from time to time as called for by the buyer. The buyer 
to give on the 25th of each month, notice of the quantity as nearly as practi¬ 
cable buyer will require for next month, and arrange to take the coal in as nearly 
equal daily or weekly quantities as in its judgment the requirements of the market 
will permit. The buyer to use its best efforts to find a market for the seller’s coal so 
as to enable the seller's collieries to be worked as many days as practicable, with 
due regard to the general market conditions, and to give orders for shipment which 
will enable the seller to work its collieries as many days in each year as other collieries 
work similarily situated. 

“The buyer agrees that it will not discriminate in favor of its own mines, or any 
persons, firms, or companies with which it has contracts to buy coal, but that the 
quantity to be ordered monthly shall be a just proportion of the entire quantity of 
coal agreed to be purchased by the buyer, measured by the colliery capacity of the 
respective sellers. 11 being understood that so far as practicable the quantity ordered 
shall not be less than a just proportion of all the anthracite coal which the require¬ 
ments of the market may from time to time demand. The colliery capacity shall tie 
determined as of the 1st of January in each year by the parties hereto, and, on their 
failure to agree, the president for the time being of Girard Trust Company shall select 
a suitable expert for this purpose. Should any marked change take place affecting 
the productive capacity of the colliery, either the buyer or the seller may call for a 
new determination of the colliery capacity as of the beginning of any quarter of the 
calendar year. 

‘ * Second. The buyer agrees to pay and the seller agrees to accept the following prices 
for said coal, when prepared in accordance with the standard Hereinafter set forth, 
and delivered f. o. b. railroad cars at the breaker: 

“For all sizes above pea coal, sixty-five (65) per cent of the general average free on 
board prices of said sizes received at tide points at or near New York, between Perth 
Amlx>y and Edge water, computed as hereinafter provided. 

“For pea coal fifty (50) per cent of the general average f. o. b. price for pea coal at 
said tide points at or near New York when the said price is two dollars and fifty 
cents ($2.50) per ton or less, and for each advance of ten (10) cents per ton in the 
said f. o. b. price above two dollars and fiftv cents ($2.50) the proportion paid the 
seller shall be increased one (1) per cent until the percentage paid for pea coal reaches 
sixty-five (65) per cent. 

“For buckwheat coal No. 1, forty (40) per cent of the general average f. o. b. price 
at said tide points at or near New York when the said price is two dollars ($2.00) 
per ton or less, and for each advance of ten (10) cents per ton in the said f. o. b. 
price the proportionate price paid the seller shall be increased two (2) percent until 
the said f. o. b. price reaches two dollars and fifty cents ($2.50), after wriich the pro¬ 
portionate price paid the seller shall advance one (1) percent for each ten (10) 
cents advance in the f. o. b. price above two dollars and fifty cents ($2.50), as in the 
case of pea coal above mentioned. Provided that nothing herein contained shall 
oblige the buyer to pay for buckwheat No. 1 coal a rate higher than for pea coal. 

“For all sizes smaller than buckwheat No. 1 the seller shall receive twenty-five (25) 
cents per ton f. o. b. railroad cars at breaker, and for each ten (10) cents increase in 
the general average f. o. b. price above one dollar and thirty cents ($1.30) a ton at 
tide, the price 3hall be increased five cents per ton; but it is understood that the 
buyer shall have the option to decline to take these smaller sizes in excess of the 
proportion taken from the buyer’s own collieries and operations. 

*##*#*# 

“Fifteenth. If by reason of changes in trade or colliery conditions the seller is unable 
to operate its mines without financial loss on the basis of this contract, and the buyer 
declines to modify this agreement, the seller may submit the questions involved to 
the said board of arbitration, and, if the board decides that the seller can not operate 
its mines without loss on the basis of this contract, and if the buyer and seller can 
not agree on a modification of this contract, then this contract shall cease and 
determine. 
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"Sixteenth. It is also understood and agreed (anything herein contained to the con¬ 
trary notwithstanding) that if at any time or times the average f. o. b. price at tide 
for sires of coal larger than pea coal shall be- less than three dollars and fifty cents 
(|8.60) per ton, then the seller may at its option temporarily suspend mining and 
cease all deliveries hereunder until the said average price shall reach three dollars 
mid fifty cents ($3.50) per ton; provided, however, that two weeks’ notice of inten¬ 
tion to stop deliveries snail in such case he given by the seller to the buyer; and, if 
any question arises as to price being less than $3.50,'it shall be submitted to the per¬ 
manent arbitration board.” 

Mr. Stearns, president of Coxe Bros. & Co., testifying in April, 1901, said that 
he understood that the new 65 per cent contracts had not yet gone into force. He 
believes that the contracts were drawn up by a conference between a committee of 
independent operators and a committee representing the railroad companies. Their 
session lasted tor several weeks. The witness understands that the proposition was 
offered bv all the railroads alike. He has been told that the operators of the Penn¬ 
sylvania line have signed the agreements, but that none of those on the other lines 
had signed them up to a few days before his testimony. It was his impression, how¬ 
ever, that the contracts would be adopted. 

Mr. Stearns says that the new 65 per cent contracts are intended to cover the entire 
output of the mines of the independent operators in the future, excepting in the case 
of those made by the Pennsylvania Railroad. The earlier 60 per cent contracts 
mostly ran for a period of years and have for the most part expired. It is his opin¬ 
ion that the new contract is being proposed by the railroads with a view to securing 
control of the business and preventing competition. Mr. Stearns understands that 
the 65 per cent rate of the new contract applies only to the prepared sizes. In the 
case of pea coal, the operators, he believes, are to receive 50 per cent, and in the case 
of the smaller sizes, 40 per cent of the prices. (577-580.) 

Mr. Haddock, independent coal operator, says that the new contract proposed by 
the railroad companies, allowing the operators 65 per cent of the tide-water price of 
coal, is conditioned upon the agreement to sell all of the coal to the railroad com¬ 
pany for the entire life of the property. The railroad companies also desire a large 
majority of the operators to sign the contracts before the new arrangement is put into 
effect. This will practically tie up very nearly all of the independent operators. (531, 
533.) 

Mr. Walter says that the new contracts on the 65 per cent basis which are being 
made provide that the entire product for the life of the collieries shall he. sold to 
railroads, but that there are many limitations and stipulations in connection with 
this provision. (545.) 

Mr. Fleming declares that while the operators would like to get a larger proportion 
of the tide-water prices they are very generally satisfied with the new' 65 per cent 
contract. Out of the 35 per cent which it receives the railroad company must not 
only pay freight, hut also the selling expenses. 

The witness, as the representative oi the Anthracite Coal Operators’ Association, 
is net authorized to make any complaint whatever. He says that he would rather 
not answer the question whether he knows of any cause for complaint. (537, 542). 

Mr. Fleming thinks that the new 05 per cent contracts are in some cases made for 
the entire-future product of the mines, but that in other cases they are for shorter 
periods. 

The witness stated further that under these contracts the railroad agrees to buy 
from the operator “as much as it requires.” It certainly could not agree to take an 
amount which it could not dispose of. In many cases, however, companies are 
allowed to sell on their own account any excess above the amount which the rail¬ 
road company agrees to take from them. (536, 537.) 

Mr. Fleming stated in February, 1901, that most of the members of that association 
were signing the new contracts providing for the 65 per cent basis on tide-water 
prices. The witness says no doubt that the new arrangement will go into force. 
The operators find it much more advantageous to enter into these contracts and avoid 
the necessity of having offices of their own, or branches at a number of different 
places for disposing of the coal, which involves large expense. (537). 

Mr. Harris, late president of the Reading Company, stated in April, 1901, that the 
new 65 per cent contracts had not, so far as he knew, yet gone into effect, but that 
he believed the individual operators were generally satisfied with them. In the 
Reading territory the operators have not objected on the ground that the contracts 
require them to sell their entire future output for the life of the mines to the railroad. 
(610.) 

S. Freight rata on anthracite coal. Comparison with bituminous coal. —Mr. Fleming, 
secretary of the Anthracite Coal Operators' Association, says that the majority of the 
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members of that association sell their coal to the railroad companies under percent¬ 
age contracts, so that there is no question with them as to freight rates. On the 
relatively small proportion which operators ship or sell on their own account they 
make complaints frequently. 

Mr. Fleming declares himself unable to compare the charges per ton per mile for 
hauling anthracite coal with those for hauling bituminous coal. Some years ago 
bituminous coal was being hauled from West Virginia to tide water for three mills 
per ton per mile, but that was exceptional. It was really a losing rate. At the same 
time the average rate on anthracite w r as about nine mills. There are frequent com¬ 
plaints as to the disparity in the rates on the two classes of coal, but there is good 
reason w hy soft coal should be carried cheaper. The entire product is of the same 
grade and can be dumped from the train into a vessel. Anthracite is in different 
sizes and of different qualities, which must be kept apart. This coal must therefore 
be put in storage piles or held in cars or on barges subject to demurrage charges. 
(536,539,540.) 

Mr. Ha ward, of the Coal Trade Journal, says that it is no longer worth while to 
pay much attention to schedule rates of transportation on anthracite coal, since prac¬ 
tically all coal is hauled on a percentage contract by which the railroad receives 40 
per cent of the tide-water price for transportation. When coal is at $4 the railroad 
receives $1.60. If the average distance to tide water from tt: Anthracite tields is 160 
miles, it makes 1 cent per ton per mile. The rate per ton per mile thus varies in 
accordance with the tide-water price. The rate is higher than on soft coal, but the 
two are entirely different in their nature and in the cost of transportation. (509.) 

Mr. Stearns, president of Coxe Bros. Co., says that the distances from the anthra¬ 
cite mines to tide water vary considerably. The difference between the distance of 
the Lehigh region and the Wyoming region is comparatively slight. From the 
Schuylkill region the coal is usually shipped to Philadelphia. 

There havo been complaints at times by the independent operators that the rates 
charged for transporting coal were excessive, especially as compared with bitumi¬ 
nous coal. The witness understands, however, that bituminous freight rates have 
recently been increased. In his judgment it is proper that the rates on anthracite 
should be higher than those on bituminous coal. The cost of transportation in itself 
is perhaps not greater, but there are several different sizes of anthracite coal which 
must be kept separate, necessitating frequently storage in cars or in bins or vessels. 
Moreover, the cars in which bituminous coal is hauled are usually returned with 
some load—iron ore, iron, or some other product. In the case of anthracite coal the 
cars usually return empty. (579.) 

Mr. Haddock, independent coal operator, says that bituminous coal is hauled to 
tide water at much lower rates per ton per mile than anthracite coal, but he thinks it 
would be necessary to ask the railroad men the reason for the difference. (530.) 

Mr. Childs, of the New York, Ontario and Western Railway, says tha| that road 
does not receive nearly as much as 10 mills per ton per mile on anthracite coal, nor 
does he think any road ever received as much as that. The average receipts per ton 
by the Ontario and Western for the year ending June 30,1899, w ; ere $1,128 for the 
distance of 214 miles, from Scranton to Weehawken. (During the summer months 
vessels are loaded at Cornwall-on-the-Hudson, 54 miles nearer.) The charge thus 
runs from 6 to 7 mills per ton per mile. The relative rate is higher for the shorter 
routes, of which the shortest is the Delaware, Lackawanna and Western, 145 miles. 
(496, 497.) 

Mr. Childs says that the railroad tariffs in effect on his road from the* anthracite 
coal fields are: To Buffalo, $2 per ton; Chicago, $3.50; St. Louis, $4; tidewater, $1.75. 
But practically all the coal carried by this road is on the percentage basis. (496.) 

Mr. McLeod says that the average freight rate to tide water from the anthracite 
coal fields js about $1.50 per ton. He knows of one colliery where the average rate 
for some time has been only $1.36 per ton, amounting to 7 mills per ton per mile. 
(565.) 

Mr. HarriSj until recently president of the Reading Company, says that he does 
not think it is the purpose of the railroads in the anthracite coal field to put up 
the freight rates by combination among themselves. As a matter of fact, freight 
nfies have not been secretly cut much in recent years. They have been gradually 
reduced during the past 6 or 8 years. A few years ago the general rate from the 
^ Water W8S ab ° Ut ^ 1,7 ° a * 8 now a ^° ut W*90i but varies greatly. 

4. Relative freight rates under percentage contract and under tariffs.—Mr. Haddock 
says that he has always refused to enter into contracts for the safe of his coal to the 
railroad companies on the 60 per cent basis. He has preferred to remain independ¬ 
ent. He does not want to have to rely on other persons to find markets for him. 





I&v u crxrUAii WflLflUStiiUJ*;— TJJATfBrOBTATIOIf. 


Another reason why Mr. Haddock has preferred to conduct his own shipments is 
because of the limitation on output imposed by the railroad companies under the 
percentage contract. 

Nevertheless, Mr. Haddock asserts that it would have been more economical for him 
to enter the percentage contract than to insist on selling his own coal and paying the 
freight rates. The railroad companies have not made a freight rate to independent 
shippers as low as the 40 per cent of tide-water price which they accept in the case 
of the contracts. He has always insisted that the individual operator who sells his 
coal to the railroad company at the mine ought to be put on theBame level with the 
operator who prefers to send his coal to tide water, and that, because of the selling 
expenses, which the latter class of operators must incur, thev'ought to have a freight 
rate equal to less than 40 per cent of the tide-water price. In the case of the,perw 
contracts, giving the railroads 35 per cent, the witness thinks that the absolutely 
independent operator ought to have his coal transported ata rate equal to SGper 
cent of the tide-water price, and he expects to be able to fight it out on that basis. 
<623,532,534). 

Mr. Thomas, of the Erie Railroad, says that at the present time (February, 190T) 
the freight rates on anthracite coal to tide water vary from $1.15 to $1.40 per ton, 
the latter rate being on the prepared sizes and the smaller rate on the pea coal and 
other small sizes. These rates the witness states are about the same as the propor¬ 
tion of the tide-water price going to the railroad company under the percentage 
contract system at the 40 per cent rate. 

The witness does not think that the independent operators who ship for them¬ 
selves are entitled to as favorable a rate as that proposed by the new contract allow¬ 
ing the railroad company only 35 per cent of the tide-water price. These new 
contracts give the railroads a stability of business, while the independent operators 
may shfp‘to-day and not at all to-morrow. (549, 550.) 

5. Profitla of anthracite coal roads in relation to rates. —Mr. Woodlock, railroad editor 
of the Wall Street Journal, declares that the anthracite coal roads have neVe”r been 
very profitable, and draws therefrom the conclusion that they have not kept freight 
rates nor the price of coal unduly high. Some of these roads have been repeatealy 
in bankruptcy. Even at present, in very prosperous times, most of them are mak¬ 
ing no more than reasonable dividends. While the Jersey Central and the Reading 

. are doing much better than formerly, their increased earnings are chiefly due to 
"general merchandise traffic and not to coal traffic. The Delaware and Hudson and 
the. Lackawanna have always made good profits, but their capital w’as low at the ' 
start There is a distinct prejudice among investors and speculators against the 
‘ itecKritiefl of most of the anthracite roads. It is felt that the anthracite coal is expen- ‘ 
rive to ridne and expensive to handle. It must lie broken up and screened and 
Tjfcrt^d. The cars having different kinds of coal can not be mixed. 

M regards the freight rates, it is more profitable, Mr. Woodlock believes, to 
'handle bituminous coal at 2 or 2\ mills per ton per mile than anthracite coal at 9 
mitirper ton. - Most of the anthracite coal has to bo hauled over the mountains, up 
ittap grades*. 'As a general thing, bituminous coal originates at the top of the grades, 
and dpi biktftiled veVy easily. This is especially true on the Chesapeake and Ohio 
and Norfbm add Western roads. (453,454.) 

6. Method ro/ fixing anthracite freight rates.— Mr. McLeod, former president’of the 

Reading Railroad, says that freight rates on anthracite coal are made iti the same 
.way as on other merchandise. The freight agents get together and discuss rates. 
There have been no important changes in recent years. (561.) t ■)., 

7. Case of Ooxe Brothers r. Lehigh Valley Railroad, 18S9. —Mr, ’Inde< 

pendent coal .operator, refers to the ease brought by Coxe Bros. & (k>. against the 
ivehigh Valley Railroad Company as an illustration of the great difficulty ofseeuring 
just rates on anthracite coal. This large and powerful company made a complaint 
before the Interstate Commerce Commission in 1889 that the rates to tide water were 


excessive. It was a year or a year and'a half before the decision of the commission 
was rendered, which was in favor of Coxe Brothers. Then the railroad company 
took an appeal, and the rate prescribed did not go into effect. Meantime Coxe 
Bros. & Co. were without their required relief, and were .forced to build about 40 
miles of railroad, connecting their properties with various other railroads, in order to 
compel the railroads to give them reasonable rates of transportation. (526, 535.) 

Mr. Stearns, president of Coxe Bros. & Co., says that Coxe Brothers built the 
Delaware, Susquehanna and Schuylkill Railroad, as he understands, for the purpose 
of connecting all of their mines with one another and with different main anthracite 
railroads in order that the output of the company might be sent over whichever 
iggrtd was desired and that the most favorable terms might thus be secured. The 
^pftd connects with the Lehigh Valley, the Philadelphia and Reading, the Pennsyl- 
VMfypnd the Central Railroad of New Jersey. Tt extends from Gum Rim Junction, 
*on tne Pennsylvania Railroad, to Hazleton, Driftou, Beaver Meadow, and Oneida. 
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At present Coxe Bros. A Go. ship all of their own coal to tide water over the 
Lehigh Valley Railroad in their own cars and trains. The company has a traffic 
agreement with the Lehigh Valley which has as yet several years to ran. The wit 
niss is in doubt whether it is as profitable for him to ship coal in this way as it would 
be to sell it to the railroads on the 06 per cent basis. He says that he not only 
has to hear selling expenses, but that the plant is constantly depreciating anil that 
there are many other expenses. The witness does not think that Coxe Bros. & Co. 
ever sold coal to the railroads on the percentage contract system. He believes 
that the Coxe Brothers formerly had some special traffic arrangement with the Read¬ 
ing Railroad Company. He knows of no other firms or corporations which have 
re&tipus to the railroads similar to those which now exist in the case of Coxe 

^Tfodistanee from the junction of the Delaware, Susquehanna and Schuylkill Rail¬ 
road with the Lehigh Valley to Perth Amboy is 125 miles. 

The westward shipments of Coxe Bros. & Co. are made over the Pennsylvania 
Railroad both to points along the railroad and to Buffalo, from which latter point 
coal is shipped by water. (570-578, 500. ) 

Mr. McLeod dot's not think that the independent operators during the time when 
he was president of the Reading were generally dissatisfied with freight rates and 
conditions. He does not think that tile ease brought by Coxe Brothers against the 
Lehigh Valley Railroad indicated a general attitude of complaint on the part of the 
operators. One individual might have a grievance which others did not have. (573.) 

8. Transport"!ion of anthracite to New England. —Mr. McLeod says that the New 
England States take 11 per cent of the anthracite product. It is carried to them 
largely by water. The rates differ from time to time according to the supply of 
vessels. ..The Reading takes most of its coal for New England to Philadelphia whence 
it is shipped by the Delaware River. Other companies take their coal to Ndw York 
and vicinity for shipment.. All-rail rates are determined by the same influences as 
other all-rail rates. (501, 562. ) 

Mr. Tbomas, president of the Erie Railroad, says that much of the anthracite coal 
consumc&in New England goes by water. The Erie ships some of its coal for New 
England byway of Fishkill and Newburg. In the case of coal hauled by railin 
this way the charge from the anthracite fields to the destination is composed of two 
rates, that to the Hudson River, and that made by the New England railroads. The 
Neat York, New Haven and Hartford Railroad gets a much larger proportion per ton, 
per mile than the road west of the Hudson gets. There is no through rate with an 
equal proportion jier mile to each mail. The reason for this arrangement is that the ‘ 
•New Haven road practically has a monopoly of certain territory, although Ip oilier 
places it is subject to competition from other railroads and from water trSnsporta- 
tion. There are also many points on tho Boston and Maine and other New England 
roads where transportation of coal is virtually a monopoly in the hands of’a nrMe.. 
railroad. Mr. Thomas does not think, however, that there is usually a dispoiit&tf 
to exact excessive rates on account of such monopoly. (553.) * 

Mr, OhiIds, of the New York, Ontario and Western Railway, says that nearly *11 
shipments of anthracite coal to New England, both by his railroad *jld*'by other 
anthracite roads, are made by water from the terminals. Most anthracite coal is 
" used at large cities near the coast. Coal, for example, is shipped to Boston by water, 
and (rein there short distances by rail. A small amount of coal goes over the 
Poughkeepsie (lodge, and some is transferred by floats from New Jersey to points on 
theNewjfavttl .road, from which it, goes by cars. For these reasons Mr. Childs 
does ncrt'fcsrnBJ’ Combination of railroads attempting to control the anthracite trade 
ill Bfcw ffi)gw*- (500, 601.) 

Mr. Steabsb, president of Coxe Bros. & Co., says that Coxe Bros. & Co., ship a 
considerable amount of coal to New England, but that this is mostly sold free on 
board Perth Amboy, although sometimes it is sold delivered at points reached by 
water. Where the coal has to he hauled by rail the purchaser must take care of the 
freight rate. (585.) 

9. lake shipment « of anthracite coal— Mr. Stearns, president of Coxe Bros. & Co- 
says that company shipped about 200,000 tons of coal over the lakes by way of 
Buffalo in 1900. Boats are chartered from different owners. The freight rates on 
the lakes vary greatly. They have been as low as 20 cents per ton from Buffalo to 
Chicago, and as high as $1.25. Coxe Bros. & Co. have their own agente in Duluth, 
Chicago, and Milwaukee for handling their coal. (594.) 

Alleged discrimination against independent operators.— 

1. Freight rates.—Wit. Stearns, president of Coxe Bros. & Co., says that the railroads 
charge the coal companies which are connected with them regular tarijjfcrates for ' 
hauling coal. He does not know whether it would bo legal for them to chai 
lower rate or not, but believes if they should do so independent shippers would 



some way to stop it In any case the payment of freight by the railroad coal com¬ 
panies to the railroads is simply taking money out of one pocket and putting it into 
another and it does not matter to either what the rate is. 

The witness has heard statements made that the railroad companies operated their 
coal companies at a loss, but made up by the profit on transportation. From his 
own experience the witness thinks that the coal companies ought to make a small 
profit on mining. In his judgment, however, an independent operator who could 
get control of a proper body of coal would get the same facilities for transporting to 
the markets as those who are already in the business. He has never heard of the 
alleged fact that the Erie Railroad Company charges the Delaware and Hudson 60 
cents a ton for hauling coal to tide water, while charging independent operators $1.60. 
He does not think that the recent combination of the anthracite roads is designed to 
discriminate agaiiibt independent operators. (500, 582, 588.) 

2. Discrimination in western freight rat™. —Mr. Stearns, president of the Coxe Bros. 
Company, says that the freight rates from the anthracite region to the west are pub¬ 
lished by the railroads each spring, and that Coxe Bros. & Co. pay the regular pub¬ 
lished rates. The witness Ixdieves that all operators pay the regular published rates 
and that there is no discrimination. He does not believe, however, that independ¬ 
ent operators ship their coal west to any extent. Most of those shipping east ship on 
the percentage contract system. (583.) 

3. Restriction of out/mt and of supply of cars of independent operators. —(See also Per¬ 
centage contracts , p. cxxxvni; Allotment of tonnage, p. cxlvii. )—Mr. Haddock, inde¬ 
pendent coal operator, asserts that under the contracts made by individual operators, 
by which they sell coal to the railroads on the basis of a percentage of the tide-water 
prices, the railroad companies determine how much each operator may ship. The 
contracts themselves stipulate that the railroad com panics shall determine the amount. 
This is done more or less arbitrarily by the officers of the railroad. (524, 527.) 

The witness has preferred to ship his coal independently, because he could then 
insist upon producing as much as he pleased, and upon demanding an adequate 
supply of ears. In 1884 and 1885 the railroads did not supply ears sufficient to 
enable Mr. Haddock to operate 27 days in 3 months. After difficulties lasting for a 
year or more he served notice on the railroad company that if it, failed to supply 
enough cars it would bo necessary to hold the. railroad for the damages. Tho mat ter 
was fought out, and there has lieen no serious difficulty since. The absolutely 
independent operator is thus likely to lx* in a position of greater advantage than 
the operators who make contracts with the railroad companies, although the wit¬ 
ness does not know just what treatment the railroads give to other operators who are 
in the same position as himself. There are complaints from other operators of a 
shortage of care, but the witness docs not know how just they are. The witness 
would expect to have to restrict his output if he went into contracts with the rail¬ 
road companies. He has occasionally sold coal to the companies, and they were 
quite willing to take it on the percentage basis. 

Mr. Haddock is disposed to admit that there must be some restriction of produc¬ 
tion because of the fact that the demand for anthracite coal is so much lees in the 
surrimer than in the winter, and that coal can not satisfactorily be stored. But the 
restriction is not always a just one. Some of the independent operators prefer to 
have a voice in determining their own production, and in ascertaining the market 
requirements. They have succeeded in getting a voice in the matter, “but it has 
'been at quite a cost.” Mr. Haddock does not explain just what is meant by this 
phrase, saying that he does not wish to be pressed to speak on the subject, or to 
incriminate anyone, although he would not have the word incriminate unduly 
emphasized. It has been a way beset with difficulties. (524,526-527.) 

Mr. Stearns, president of Coxe Bros. & Co., says that while he was connected 
with the Pennsylvania Railroad he heard plenty of complaints from independent 
operators to the effect that there was an insufficient supply of care, but that as a 
matter of fact the Pennsylvania Railroad supplied cars more freely to the independ¬ 
ent operators than to its own subordinate coal companies. The witness believes that 
the Lehigh Valley and other railroads try to distribute cars fairly. There are times 
when no road has care enough to supply the demand. The complaint brought by 
Coxe Bros. & Co. in 1889 was not on the ground of discrimination in furnishing care, 
but on the ground of excessive freight rates. (586.) 

Mr. Harris, late president, of the Reading Company, emphatically asserts that 
there is no discrimination in freight rates or in the supply of cars as between indi¬ 
vidual operators and the coal company affiliated with the Reading Company. The 
coal company is charged precisely the same freight rates as the individual operators, 
and this has always been the rule. The distribution of care is made on the basis of 
a careful estimate of the productive capacity of each colliery. The railroad has an 
officer who visits the collieries and finds out how much they can produce. The 
aggregate number of cars is distributed in proportion to the relative productive 
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capacity. Any private operator along the Beading line would admit that the appor¬ 
tionment has been equitable. If an operator increaeee the capacity of his colliery 
by any improvements, the railroad’s official examines the improvements and changes 
the allotment accordingly. Every operator is perfectly free to increase his capacity. 
(000,601.) 

Mr. Walter says that on the Lehigh Valley Railroad about 60 per cent of the coal 
is shipped by independent operators, this being the highest percentage on any of the 
railroads. Independent operators get cars even more freely than the companies 
connected with the railroads. It is not the policy of the Lehigh Valley to try to get 
absolute control of the region. There is no restriction upon the amount of coal an 
operator may ship except in so far as he voluntarily agrees to it. Of course every 
operator thinks he ought to have a larger share of the business. Since the whole 
region can produce much more than the market will take, the general interests are 
conserved by a reasonable division. (545.) 

Mr. Citium, of the Ontario and Western Railroad, asserts that there is no dis¬ 
crimination in furnishing cars or allotting tonnage to independent operators. Oil the 
Ontario and Western the independent operators do not work their mines any fewer 
days during the year than the companies connected with the railroads. (504.) 

Mr. Sawarii, of the Coal Trade Journal, thinks that the independent operators 
have little reason to complain of discrimination in furnishing cars. There is always 
a season in fall when there is a shortage of cars for all producers alike, but this lasts 
only a short time. (500.) 

Mr. Flemish, of the Anthracite Coal Operator’s Association, thinks that the rail¬ 
roads are perfectly fair in furnishing cars to independent operators. The tendency 
seems to he to give the independent operators preference over the companies con¬ 
trolled by the railroads, since the number of days worked by an independent oper¬ 
ator is usually greater than the number of days worked by the railroad mines. As 
in any large industry there are times when cars are scarce. The Anthracite Coal 
Operators’ Association under those circumstances brings influence to bear, but the 
witness is not sure that it has any effect. The situation is much better than it was 
two years ago, when Mr. Brooks complained before the Industrial Commission of 
shortage of cars. The railroads have added decidedly to their equipment. (536,537.) 

E. Production of roul—Restriction and allotment of output.— 

L Production and cmwimpliotl of coal— Mr. Saward, of the Coal Trade Journal, 
asserts that, there is constant tendency to overproduction of anthracite coal and that 
the capacity for production is greater than the demand. During December, 1900, ■ 
and January, 1901, the monthly production was from 5,000,000 to 5,250,000 tons. At 
that time the demand was good, so that there was possibly prospect for the taking 
of 60,000,000 tons in a year, but ordinarily the market will not take that amount. The 
witness thinks that there is practically no regulation of the amount of production at 
present, but that it would Ik* desirable if there were, in keeping the trade more 
steady. Elsewhere, however, speaking of community of interest between the coal 
roads, he implies that there is a growing degree of control over the amount of 
production. (511,512.) 

Mr. Stearns, president of Coxe Bros. & Co., says that tin* demand for anthracite 
coal vanes greatly according to season. The amount of coal whicli the market, will 
take is quite definitely limited. 

There is a constant temptation to operators to increase their productive capacity. 
It costs so much to store anthracite coal that producers prefer to be able to supply 
the demand in the winter months by contemporaneous production. In order to ho 
able to meet this demand each mine wishes to extend its workings so that the pro¬ 
ductive capacity becomes much in excess of what would lie needed if the mines ran 
uniformly through the year. The fact thatcertain collieries are beeomingexhausted 
prevents the increase in productive capacity from becoming as great as would other¬ 
wise lx* the case. (587.) 

Mr. Thomas, of the Erie Railroad, says that the anthracite mines of the country 
are capable of producing 60,000,000 tons a year, but that the country will consume 
only about 45,000,000 tons. The fact that production during the winter of 1900-1901 
was being earned on at the rate of 60,000,000 tons per year was explained altogether 
ny tne great shortage occasioned by the closing of the mines in September and Octo- 
the strike. The anthracite mines have never been able to work 
more tnan 235 days in the year. If more coal were produced it would have to be 
“rown into the nver. (555,556.) 

CnaD ?,’ of the New York, Ontario and Western Railway, says thatcoalopera- 
mrs necessarily restnet their output at certain times because of the lack of demand, 
vn nis railroad it has happened that out of 4,900 cars used more than 3,000 were 
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loaded with coal for which there seemed little demand. Under these circumstances 
the supply of cars to the mines must be restricted. The output is usually in excess 
of the market from about February to May, while the demand is often in excess of 
the output in the fall. It is a mooted question whether it pays to store anthracite 
coal. The cost from waste and handling would amount to about 40 or 60 cents per 
ton. The quality of coal also deteriorates during storage. Nevertheless, the Onta¬ 
rio and Western has just been building a storage plant which will hold from 120,000 
to 130,000 tons. (495), 500.) 

Mr. Harris, former president of the Reading Company, says that in 1895 the out¬ 
put of anthracite coal was 46,500,000 tons. Though this may have been exceeded 
since, the excess has been slight. The demand is quite limited, and any increase in 
output would very considerably affect prices. (602.) 

2. Distribution of anthracite conxumption.— Mr. McLeod says that Pennsylvania, 
New York, and New Jersey consume about 70 per cent of the product of anthracite 
coal; the New England States take 11 per cent, the West about 12 per cent, the 
South 4 per cent, and Canada about 3 per cent. The consumption in the West is 
increasing with considerable rapidity, chiefly because of the development of the 
country. The exportation to Canada increases comparatively slowly. (561,562.) 

Mr. 8award asserts that not more than 10 per cent of the anthracite coal produced 
is shipped to the West. The shipments to Buffalo are about 2,000,000 tons per year. 
The prices in the West vary between summer and winter about 50 cents a ton, as at 
Eastern markets. Colorado produces some anthracite coal, about 90,000 tons in 1900, 
but the area is small. Occasionally a cargo of anthracite coal goes by vessel to the 
Pacific coast, but Omaha is about tne most distant Western market reached by rail. 
(516,519.) 

3. Discussion of policy of restriction of production ..—Mr. McLeod declares that the 
idea that the price of coal is enhanced by a restriction of the output is a great buga¬ 
boo. There is no restriction when the coal can be sold at a profitable price at all. 
The demand is a very inelastic one. If the market will take 50,000,000 tons of coal 
at a fair price, scarcely 3,000,000 tons more could be given away. To be sure more 
might be sold if the price were $1.50 or $2 cheaper per ton, but that would bankrupt 
all producers and would not ultimately benefit consumers. (565.) 

Mr. Fleming, of the Anthracite Coal Operators’ Association, implies that the mines 
are producing at practically their full capacity. The output m 1900 was about 
47,000,000 tons. More could not be produced without a different class of miners. 
The miners will not work more time. Although the present rate of production 
(January and February, 1901) is about 5,000,000 tons per month, that can not be 
Kept up. In order to produce that much a great deal of dead work is necessary. 
This is largely done during the summer time, when the market requires little coal. 
Some collieries might produce more than they do by pressing hard, but it would not 
be advisable; hasty mining is dangerous. 

Mr. Fleming denies that there is any agreement among the railroads or operators 
to restrict production. There are times when the market simply will not take the 
coal produced and when it can not be stored. This is especially true in the summer. 
(538.) 

4. Fluctuations in demand and storage.— Mr. McLeod, former president of the Read¬ 
ing Railroad, says that there are certain months in the year when the actual con¬ 
sumers of anthracite coal scarcely buy it at all. The average consumer waits until 
the cold months. Some dealers have storage places and the producers have to make 
si>ecial rates to them in order to get them to take the coal and store it. If it were 
not for this practice, and for the practice of storage by the producers and the railroads 
themselves, the mines could not he operated during the summer at. all, and men and 
investment would stand idle. There is a disposition on the part of the railroad com¬ 
panies to establish storage facilities. Mr. McLeod, as president of the Reading, built 
two storage bins near the mines which could hold 300,000 tons. The Reading also 
had a large depot at Port Richmond, and others along the New England coast. The 
Lehigh Valley has large storing places at Perth Amboy. In the absence of such 
methods of storage it would be impossible for the collieries to mine or for the railroads 
to transport enough coal in the winter to keep up with the demand. (565.) 

Mr. Thomas says that an attempt is being made to store coal in order that the 
inequality of the demand during the year may be equalized somewhat. It is very 
dfficult, however, to store coal economically. It involves rehandling, waste, and 
breakage, and there is a certain amount of deterioration in the appearance of the 
coal, which gets dull after standing, so that customers will not pay so much for it. 
Another difficulty in the problem of storing coal arises from the fact that the exist¬ 
ence of large stocks constitutes a menace to the market and the maintenance of 
reasonable prices. (555, 656.) 
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5. .Allotment of tonnage to railroad »and its relation to restriction of output.—Mr. Had¬ 
dock, independent coal operator, admits that there must be some restriction of the 
production of anthracite coal, particularly because the summer demand is so light 
and storage is difficult or impossible. He does not think, however, that the restric¬ 
tions are always just. He understands that there is practically an agreement between 
the great railroad companies as to the proportion of the total tonnage which each 
shall carry. The figures of the allotments are published from time to time, and the 
annual tonnage of each railroad remains usually fairly constant. At the same time 
there are wrangles from time to time between the railroads as to their percentages. 
Many years ago tin! Reading Company handled almost one-third of the entire prod¬ 
uct. ’ The aggressiveness of its competitors gradually forced its percentage down to 
the present figure, 20.7. At. one time the entire trade was upset for several months 
by a dispute as to whether the Reading should receive an extra 1 per cent allotment. 
After tho companies have decided upon their proportions they allot to the individual 
operators, who sell to them under contract, the percentages which each shall be 
allowed to produce. (525,527.) 

Mr. McLeod submits the following table as showing the present allotment or dis¬ 
tribution of the anthracite coal tonnage la-tween the leading railroad companies. 
(571.) 

Per cent. 


Philadelphia and Reading. 21 

Lehigh Valley. 15.65 

Delaware, Lackawanna and Western. 12.57 

Central Railroad of New Jersey. 11.48 

Pennsylvania Railroad. 11.32 

Erie liailroad. 11.51 

Delaware and Hudson. 9,55 

Delaware, Susquehanna and Schuylkill. 4 .26 

Ontario and Western. 2 ] 86 


Mr. S a ward, of the Coal Trade Journal, does not make a very clear statement as 
to the method of allotting the tonnage, hut implies very directly that there is an 
informal agreement between the leading railroads as to the proportion which each 
shall carry of the total output. He says that the proportion carried by each road 
has not. changed much for a considerable number of years. Ho refers to the Reading 
road as being “entitled to 21 per cent.” Afterwards he states that this is merely the 
actual proportion carried; “that is the way it figures out.” At the same time the 
road could produce more; it has the necessary colliery capacity. But “why should 
they attempt to double the tonnage? They can't sell more than so much coal.” 
The witness does not explain why one road might not increase its own proportion 
although the total should not he increased, hut asserts that it is not done because 
coal can not lw sold at a profit.. He also says that the Pennsylvania Railroad has 
never participated in a proportionate arrangement; “ it has been a free lance * * * 
against the rest of them.” Nevertheless, its projiortion of the tonnage has remained 
fairly constant, in tho neighborhood of 10 percent. These statements, in connection 
with the statements of Mr. Saward regarding agreements as to prices, seem to show 
clearly Ins belief in the existence of an informal understanding between the roads as 
to the output. (514,515.) 

Mr. Harris, former president of the Reading Company, denies that there is anv 
definite agreement regarding the respective proportions of the total output of anthra- 
ctte coal winch shall be handled by each railroad company. 

The. reasons why the various railroads do not change the proportion of their output 
materially are because they can not make rapid changes, on account of the difficulty 
and expense of developing new collieries; because each has certain territory which 
it can supply more economically and naturally, and each produces, to a certain 
extent, a particular class of coal for which there is an especial demand; and because, 
finally, if anv railroad should increase its output greatly it would disturb the market 
very seriously. The present division of output has been reached after many years 
1™% P e Proportions have not been greatly changed during the past 15 
vears. whether the railroads have been working in reasonable harmony or aliso- 
mre yout of harmony, it has made little difference in the proportion of the coal 
m . han ‘ i,es - The witness does not think that the vanation of any company 
1 “P 60 ." more , than 2 Per “nt- As the result of this experience it is 
mow! n - ro® Reading and other roads that each shall not exceed its percentaeg 
maternity, so as to encroach upon the business of the others, 
its c ^ ar ?eA that the Reading Company is more anxious to increase 

us snare of the tonnage than the other railroads. This charge, Mr. Harris declares, 
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is not well founded. While this company has more undeveloped land than other 
companies, it could not develop it more rapidly, because most of its land is very 
expensive to work. The fact that the Reading is chiefly a Philadelphia corporation, 
while the other companies are controlled in New York, perhaps leads them to 
complain against it. The output of the Reading now is about the same proportion¬ 
ately as it has been for 20 years. In the very early days the Reading carried half of 
the product, but at that time it had almost the only access to the markets of the 
East. Other roads have been built, and the product handled by the Reading has 
not increased as rapidly as that handled by the others. The New York, Ontario 
and Western opened no new fields, but simply bought collieries which had been 
shipping over other railroads, so that it did not introduce a disturbing element into 
the division of tonnage. ((>01-f>03.) 

Mr. Rick thinks that there was for years a system of allotment of tonnage between 
the railroads. He does not know whether it is in effect now. Some such control of 
output is necessary or the coal lands would t>e rapidly developed at ruinous prices. 
There is not enough demand for all the coal that could be produced. (743.) 

Mr. Thomas, president of the Erie Railroad, says that that company transports 
27,000,000 tons of freight yearly, of which about 0,000,000 is anthracite coal, an equal 
amount bituminous coal, largely from Pittsburg and vicinity, and 15,000,000 tons 
miscel laneous merchand ise. 

During the calendar year 1900 the Erie shipped 5,200,000 tons of anthracite coal, of 
which it mined about 700,000 tons and bought about 900,000 tons for sale at tide 
water. A large part of the tonnage comes from other railroads; 1,100,000 tons from 
the Delaware and Hudson, and 1,900,000tons from the Pennsylvania Coal Company, 
which operates the Erie and Western Railroad, and which has since been bought by 
the Erie. (548.) 

Mr. Childs, of the New York, Ontario and Western Railway, denies there is any 
limitation on the output or the shipments of the anthracite roads. There is no agree¬ 
ment as to the percentage of the total output which the companies shall handle, nor 
any agreement of any sort. Tn 1896 an attempt was made to allot the tonnage by 
percentages, but it was never consented to. As a matter of fact, the Ontario and 
Western has been steadily increasing its tonnage. It shipped about 3 per cent of the 
total in 1896 and about 3.7 per cent in 1900. It could increase 2 or 3 per cent more, 
or without limit, if it had the capacity. (500.) 

Mr. Chihls says that, the New York, Ontario and Western Railway terminates at 
Scranton and reaches part of the Wyoming anthracite coal field. In 1900 it did 3.75 
per cent of the transportation of anthracite coal. It has gradually increased its pro¬ 
portion from about 3 per cent in 1896. (496,500.) 

Mr. McLeod denies that there is any formal agreement as to the percentages which 
the respective railroads shall haul. Most of the percentages have l>een established 
simply by custom in the past, each railroad trying each year to do about the same 
business as before. The percentages have changed little for 15 years or more. It 
is true that the Reading at one time, about 1870, carried a third of the entire pro¬ 
duction, while its present percentage is 21 per cent. The reduction was due, however, 
merely to the failure of Mr. (rowan, president of the Reading, to increaso his facili¬ 
ties and to mine and market his proper proportion of the consumption. For 15 years 
he produced only about the same quantity of coal yearly as at the outset. As the 
total production nad greatly increased^ the percentage of the Reading naturally fell 
off. When Mr. McLeod became president, he undertook to increase the Reading's 
percentage by business methods. 

Other statements of Mr. McLeod imply that the reason why the railroads maintain 
practically the same percentage each year is merely the fear of ruinous competition 
if they undertook to encroach upon one another. The design of the Reading in 1893 
in seeking to control certain New England roads was that it might have the right to 
haul over its own lines the coal demanded by the New England territory covered, 
since it is a well-recognized rule among the different coal roads that each has the right 
to transport coal going to lines owned or controlled bv itself. (564-567.) 

Mr. Stearns, president of Coxe Bros. & Co., says that several years ago there was 
an allotment of the percentage of the anthracite output which each railroad should 
ship, made by some sort of an agreement, but he does not think that any attention 
is paid to the allotment now. Everybody ships all he desires to ship. Mr. Stearns’s 
own instructions, as president of Coxe Bros. & Co., are to sell all that can be sold 
without sacrifice, without cutting prices. The witness does not know of any con¬ 
ference between the sales agents and the officers of the railroads to determine the 
amount that shall be produced. During the years he has been connected with Coxe 
Bros. & Co. he has not been called to any such conference. It is true that the pro¬ 
portion of coal shipped by each of the companies has not varied much during several 
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years past, Coxe Bros. & Co. are shipping about 3$ per cent of the output, and 
their proportion has remained nearly constant. Each railroad fears to try to sell 
much more coal, because some other would then try to get even, and the result 
would be a general demoralization of the trade. The last demoralization of this sort 
was 3 years ago. The witness does not think it would be possible for his company 
or any of the other companies to double the output by shading the prices without 
causing a general war of price-cutting. 

Mr. Stearns does not know that the Reading Railroad has been considered a more 
uncertain factor than the other railroads in the establishment of an allotment. 
(578-583, 590.) 

Mr. Thomas denies that there is any agreement among the railroads for the allot¬ 
ment of tonnage. There was such an agreement during 1890 between several of the 
anthracite roaus, fixing a specific percentage which each should carry. The agree¬ 
ment continued for one year, when it expired by limitation, and has never been 
renewed. There is not even a moral obligation upon the respective railroad com¬ 
panies not to transport more than a certain amount of coal, but long experience has 
thoroughly established “the tonnage that honestly belongs to each road and iH 
marketed by it.” The markets are fairly well divided by territory. The Erie 
knows that if it tried to dispose of more coal it would be to destroy its own profits. 
If it went into the territory of some other road and reduced the price of coal, it 
could add to its transportation for a time, but there would be retaliation and reduc¬ 
tion of rates and prices. 

The witness admits that there is some consultation regarding output and prices, 
but declares that there are no agreements, express or implied. “We are at liberty 
to and we do mine and market as much anthracite coal as we can profitably find 
an outlet for.” Railroad managers are like other people; none of them think that 
their share of the business is large enough. The witness does not think that the 
Erie gets enough of the transportation, but it can not make money by increasing its 
production. The increase of the production might lead to lower prices and tempo¬ 
rarily benefit the public, but in the long run it would not. (550, 554.) 

Mr. Walter, president of the Lehigh Valley Railroad, says that his company 
transports something over 15 \ per cent of the anthracite coal product. The percent¬ 
age has l>een about the same for the past 3 or 4 years. There is no definite allot¬ 
ment to this or any other railroad. The road endeavors to conform to its propor¬ 
tion of the tonnage for which there is a market. The witness thinks that at the 
time of his testimony, February, 1901, all of the roads were producing freely because 
the market could take all that was produced. 

Mr. Walter says, further, that the Pennsylvania Railroad has not always been 
thoroughly in harmony with the other roads, but that, he would prefer not to dis¬ 
cuss the Pennsylvania’s policy. It is hardly proper to speak of it its a free lance, 
because controversies have been so frequent and so violent between all of the roads 
that the term can be applied as well to one as the other. 

The witness asserts that the Lehigh Valley would be perfectly free to extend its 
tonnage from 15 to 20 j>er cent if it were “prepared to take the consequences.” The 
consequences would be disastrous, leading to general competition and general dis¬ 
turbances. Nevertheless, such action on the part of railroads has been frequent in 
the past. It is true that the proportion of coal handled by the Reading road was 
formerly greater than it is now. (543, 545, 547.) 

Mr. Haddoc k says that years ago the Pennsylvania Railroad Company carried all 
the coal that was offered, refusing to enter into agreements for the limitation of out¬ 
put or the fixing of prices. The collieries along the road worked practically full 
time. The railroad was a very disturbing factor in the attempted agreements. The 
witness thinks that the policy of the Pennsylvania has changed at the present time, 
ard that, it works in substantial harmony with the other railroads. (532.) 

F. Prices and tlie effect of combination.— 1. Alleged agreements between 
radroads as to prices.— Mr. Saward says that in 1874 there was a meeting of coal pro¬ 
ducers and an agreement as to prices, but that this broke up in 1876. There was 
another attempt at an agreement in 1886 or 1887. In 1891 and 1892 Mr. McLeod, by 
his combination succeeded in advancing the price of coal $1.75 per ton within five 
thi ? also l )roke down. There is at present no formal agreement between 
producers regarding prices, no “cast iron agreement.” At the same time the prices 
made by different producers are practically uniform for the same grade of coal. One 
producer may make a discount of a few cents to get trade. There is no such thing 
83 Kt °* the pr ^ ce ’ ^ut each producer knows that his coal is worth the same 
as that of the others. If a man inquires the price of coal at one office and goes from 
there to another he is likely to find it the same. It can not be said that there is an 
anthracite coal trust, because in order to have a trust or to have an agreement regard¬ 
ing prices, there must be parties entering into the agreement, with signatures and 
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documents. At the same time it is a fact that changes in prices are usually made 
simultaneously. When the customary advance from summer to winter prices is 
made circulars are issued by each railroad company or large dealer, and these 
usually make the same prices and are issued at the same time. A coal dealer is 
likely to get, about the 1st of the month, when these changes are made, half a 
dozen circulars quoting the advanced prices, which are all practically alike. The 
witness does not know how to explain this uniformity. “Possibly it is hypnotism. 

* * * I do not know but there is a telephone” by which consultations are held 
regarding the prices which shall be charged. There is certainly a mutuality of inter¬ 
ests. This system of informal communication “seems to be a wonderful invention; 
it beats writing on a piece of paper and putting a signature to it” because there is no 
record kept of it. At the same time this can not lie called a combination because if 
any producers refuse to agree to the prices they can not be compelled to do so. ‘ ‘ The 
Pennsylvania Railroad has always been on the outside, as the saying is,” but it gen¬ 
erally folio wh the market pretty closely. The producers “are not cutting each 
other’s throats.” It is a good thing they are not. (512, 513, 517.) 

Mr. Haddock, independent coal operator, says that there are “agreements among 
gentlemen” which prevent any of the great anthracite coal roads from cutting prices 
materially. Mr. Haddock has never been taken into the confidence of those mak¬ 
ing these agreements, but the simultaneous movement of prices in the past has shown 
clearly that there was an understanding among them. Still the attempt which has 
been made in past years to change from the lower summer prices to the higher win¬ 
ter price at precisely the same time, in the case of all dealers, has not always been 
successful. (526,520). 

Mr. Stearns, president of Coxe Bros. & Co., believes that the sales agents of the 
railroads have occasional meetings to discuss prices, probably twice a year. How¬ 
ever, Coxe Bros. & Co. are not represented at these meetings. He does not think 
that prices are fixed at these meetings but that they discuss prices in a general way. 

Mr. Stearns says that he believes that the Philadelphia and Reading Railroad pre¬ 
pares a circular of prices for anthracite coal, which is followed more or less by the 
other producers and railroads. He does not know whether this circular is issued by 
the Reading without consultation with other companies or not. It does send the 
circular to the other companies. The price of all is nearly the same, although each 
producer gets more if he can. Coxe Bros. & Co., usually get a somewhat higher 
price than that fixed by the Reading, because of the high grade of coal produced. 
(532). 

Mr. Harris, until recently President of the Reading Company, says that the sales 
agents of the anthracite coal roads have never acted as a unit. It is to their interest 
to act together, but they do not do so. Competition has often been carried beyond 
a point which is to the interest of either producer or consumer. At the same time 
there are conferences among the selling agents of the coal companies. The Reading 
Company always issues a circular stating the prices at which it will sell coal. Quite 
frequently other companies follow these prices, but the Reading does nothing to make 
them do so. Last year, in several cases the prices were not followed by others. It 
rests entirely with the companies. The Reading Company itself varies its prices 
somewhat from those published in the circulars. Moreover, there are differences in 
prices according to the grade and quality of the coal. (599, 603, 604.) 

Mr. McLeod says that he does not know whether other companies follow the lead 
of the Reading in fixing their prices for coal, but that he believes that when he was 
president of the Reading it had considerable influence in that direction. 1572.) 

Mr. CniLDs, of the New York, Ontario and Western Railway, asserts tnat there 
has never been any agreement between railroad companies or their sales agents to 
fix the price of coal, not even informally. No two companies sell coal at exactly the 
same price. There is a substantial similarity in prices. One company publishes a 
rate and the others are likely to publish similar prices. When the coal is actually 
sold the price on the printed schedule is not often realized. This is true, according 
to Mr. Childs’s statement, not merely at tide water but at Buffalo, Oswego, and 
other points where coal is shipped West. The price among the different owners and 
dealers at these points is usually about the same, but one company may have an 
extra supply of a certain size and. will shade the price a little. It would pay the pro¬ 
ducer to go from one to the other and get quotations. The variation would probably 
range from 5 to 25 cents per ton. 

Mr. Childs says further that some years ago the sales agents handling the anthra¬ 
cite coal used to hold monthly meetings and that he attended some of them. The 
time was chiefly taken up by accusations of cutting rates. Meetings have not been 
held at all for about two years. The witness does not believe that there is any agree¬ 
ment among the larger roads regarding prices, to which his road is not a party. 
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Such an agreement would not be effective unless all the roads were in it. Even 
though the roads agreeing might control 86 or 90 per cent of the output, those con¬ 
trolling the smaller output could make the price, especially in a dull period, when 
the demand was less than the supply. (499, 605.) 

Mr. Thomas, president of the Erie Railroad, says that there are no agreements 
regarding the output of coal or the prices, but that there are consultations between 
the different railroad companies. No business can be carried on without consulta¬ 
tion. Usually some one of the larger companies, particularly the Reading, leads off 
in prices and the rest follow. The prices of coal vary somewhat also according to 
differences in quality and the tastes of buyers. (554.) 

Mr. Fleming, of the Anthracite Coal Operators’ Association, denies the existence 
of any system of agreements regarding prices. He denies that the price of coal is 
fixed. It varies according to the reputation of the coal and its quality. There is a 
divergence as great as 70 cents ]>er ton at present between extreme classes of coal. 
There are no two coals of the same kind. Each company issues a circular of prices 
regarding its own coal. 

The witness admits that there was an attempt at an agreement during Mr. Mel .end's 
time (1892), but says it lasted only 3 months. He does not make clear how great 
variations there may be between coals of practically the same quality. He says 
that the people who have a given class of coal would all try to get, just as much for 
it as the market would allow. Mr. Fleming asserts further that he does not know 
of any meetings of sales agents during the past 5 years. (538,539.) 

2. Brices of Independent operator*. —Mr. Haddock, indej>endent coal operator, 
declares that he makes the price of his own coal, but that the rates lixed by the rail¬ 
road companies are a very important factor in determining the price which lie will 
fix. This must necessarily be so localise of the large proportion of the output which 
the railroads handle. Sometimes Mr. Haddock’s company makes a price higher or 
lower; in particular it is likely to shade prices somewhat and to bo more responsive 
to changes in the market. In order to move a few' thousand tons of coal he might 
make a concession in price, which the railroad companies would not care to meet, 
especially lieeause they have so much wider markets. Mr. Haddock has never been 
a party to any agreement as to prices, but is governed not a little by the prices lixed 
by the railroads which do agree. (525, 529.) 

3. Recent movement of prices— Effect of strike and of combination. —Mr. Stearns, 
president of Coxe Bros, k Co., submits detailed statements of the prices received by 
that, company for different sizes of anthracite coal each month since 1891. The fol¬ 
lowing table shows the prices of the larger or prepared sizes of coal by months: 

Average f. o. b. tide price* received during years shown for coal mined by Owe Bros, it Co., 
the Cross Creek Coal Company, and Coxe Bros, it Co., Incorporated. 


PREPARED SIZES OF ANTHRACITE COAL. 


Month. 



Perth Amboy. 


J 1895. 


All tide j>oin(H. 


1900. 

1899. 

1898. 

1897. 

1896. 

1894. 

1893 

1892. 

1891. 

January . 

83. ,44 

83.369 

83.66 

83.658 

83.164 

; 88 382 

83.941 

8-1.327 

83.591 

3.462 

83 804 

February . 

3.660 

3.349 

3.564 

! 3.624 

3.197 

3 261 

3.819 

1.227 

3.722 

Man'h. 

3.616 

3.317 

8.619 

I 3.649 

3.162 

3.203 

3.806 

3.97 

3.504 

3.661 

April. 

3.466 

3.416 

3.661 

! 3.638 

3 311 

3.183 

3.612 

3.676 

3.561 

3.671 

May. 

3.577 

3.442 

3.735 

! 3.656 

3.473 

3.207 

3.579 

3.774 

3.671 

3.728 

June. 

3.551 

3.466 

3.787 

3.743 

3.567 

3.196 

3.611 

3.87 j 

3.803 

3.817 

July. 

3.707 

3.517 

3.554 

3.807 

3.689 

3 196 

3 61 

3.962 j 

3.915 

3.843 

August. 

3.654 

3.477 

3.489 

3.881 

3.892 

8.183 

3 448 

4.0,54 | 

4 078 

3.829 

September. 

3.896 

3.504 

8.565 

3.937 

3.97, 

3.162 

3.375 

4.073 1 

4,259 

3 874 

October. 

4.103 

3. GO 

3.579 

3.859 

3.92) 

3.216 

3.378 

4.165 ! 

4.263 

3.937 

November. 

4.14 

3.609 

3.523 

3.772 

3.866 

3.34 

3.387 

4.068 ; 

4.215 

3 95 

December. 

4.243 

8.72 

3.42 

3.689 

3.787 

3.333 

3.329 

4.017 ] 

i.m 

3.851 

Average. 

8.761 

3.49 

3.589 

3.716 ; 

3.516 

3.237 

3.635 

3.967 i 

3.81 

3.799 


The price of pea coal is usually from $1.30 to $1.50 lower than the price of the pre¬ 
pared sizes. The price of buckwheat coal is from $1.75 to $2.25 lower than that of 
the prepared sizes, while rice and barley coal bring prices still lower. The following 
table, compiled from statistics submitted by Mr. Stearns, shows the average price by 
years for the different sizes of coal and the average for all the sizes. The lust figure 
is of course a weighted one, obtained by dividing the total receipts by the total 
tonnage. (489-491.) r J 
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J 1900. 

1 1899. I 1898. J 1897. 

1896. ! 1896. 

1894. 

J 

1 1893. 

j 1892. 

| 1891. 

Prepared sizes. 

|' 

$3,701 

|83.49 j83.589|8S.71C 

$8,516 >93.287 >93.535 

($3,967 

93.81 

98.799 


1 2.324 , 

2.217 2.198 I 2.079 

j 2.019! 2.289 

! 2.513 

2.469 

I 2.274 

1 2.43 


1, 905 j 

1. 739 1. 75 3 1 1. 684 

! 1.599 1 1.824 

1 1.988 

! 1.769 

1.672 ! 

1.706 


1 1.49 

1.402 1 1.466 j 1.445 | 

1.352 1.397 

1 1.481 

1.266 

1.374 

1.416 


J 

.. 1.55 

1.403 1.335 

! 1.424 

1.277 

1.34 

1.475 

Pea and dust (screenings 
made at tide shipping 

points). 

All sizes anthracite coal. 

1.509 

1. .504 j 1.504 1.487 | 

1 

1.465 | 1.567 

1.538 

1.525 

1.489 

1.602 

2.815 

2.528 | 2.686 j 2.725 j 

2.495 | 2.625 

2.847 

2.991 j 

3.035 

3.026 


Mr. 8award stated, in February, 1901, that the wholesale price of anthracite coal 
at tide water was about $4.25. In New’ York and Brooklyn the price was higher, in 
view of the terminal charges and transfer charges of about 20 cents per ton. The 
lowest price which the witness has known for coal at tide water was $2 or $2.25. 
This was in 1876 when, on account of overproduction, there was an auction sale of 
500,000 tons of coal. That price was altogether extraordinary. Soon after coal was 
selling for $6 per ton, the average at that period being about $4 or $5 per ton. The 
expense of mining was even higher now than it was at that time. 

The price of anthracite in February, 1901, was, in Mr. Saward’s judgment, about 
20 or 25 cents higher than one year previous. The increase in wages after the strike 
of 1900 amounted to from 13 to 16 cents per ton. Eighty-five per cent of the cost of 
producing anthracite coal goes to the wages. 

Mr. Saward explains that the largest part of the increase in price after the strike 
of September, 1900, was due to the regular seasonal fluctuation, which usually 
amounts to from 50 to 75 cents. The demand for coal during the summer months 
is so much less that the price is regularly cut, and advanced again in the fall. 
(510,511,516.) 

Mr. Fleming says that the price of anthracite coal in February, 1901, was about 
30 or 35 cents per ton higher than a year before. He thinks the increase was largely 
due to the strike of 1900, which made coal very scarce. The price has been com¬ 
paratively regular from 1897 to 1900. The witness doubts if there has been an 
advance In the average price of more than 15 cents per ton. The prices are much 
lower than they were during the latter part of the seventies and the eighties. 
(541.) 

Mr. Childs, of the New York, Ontario and Western Railway, says that the average 
price of coal from 1894 to 1900 at tide water was $3.48 per ton for the prepared sizes, 
everything above pea coal. The average mice for 1900 was $3,756; for 1899, $3,393. 
The price in December, 1900, was $3.75. The advance in price during the winter of 
1900 and 1901 was attributed by Mr. Childs to the strike of 1900, which kept the 
mines practically in idleness for 2 months, and which produced a scarcity of coal 
in the face of a strong demand. The price of coal is controlled almost entirely by the 
supply and demand. The witness questions whether the cost of mining has much to 
do with it. The advance in wages after the strike was supposed to equal 10 per cent, 
but presumably this advance is not in itself a determining factor in prices. (499.) 

Mr. Walter asserted that the price of anthracite coal at the time of his testimony, 
February, 1901, was reasonable. He thought that the price to consumers was about 
25 cents higher than one year before. He attributes the higher price to the strike of 

1900. (543,546.) 

Mr. Harris, former president of the Reading Company, affirms that the price of 
anthracite coal, after the reduction of 50 cents per ton in April, 1901, was about the 
same as in April, 1900—about $4 per ton for the prepared sizes in New York. The 
April price has a number of times during the past years been as high as it was in 

1901. The railroads working in harmony have no desire, Mr. Harris thinks, to 
increase prices further. (603.) 

Mr. Stearns, president of Coxe Bros. & Co., stated that in April, 1901, the prices 
announced in the circulars of the railroad companies were as follows; Broken 
coal, $4; egg, $4.25; stove, $4.50; chestnut, $4.50. From these prices, however, a 
reduction of 50 cents per ton was ordered during the month of April; 40 cents during 
May; 30 cents during June; 20 cents during July, and 10 cents during August.. It 
is regularly the custom to reduce the prices about 50 cents a ton in April or about 
that time on account of the decrease in the demand during the summer months. 
The witness states his belief that the general range of prices in April, 1901, after this 
reduction, was practically the same as the year before. Elsewhere, however, he 
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states that the prices of coal were raised after the strike of 1900 somewhat more than 
the increase in wages secured by the workingmen required. The strike left the mar¬ 
ket quite depleted of coal. The average price for some time after the strike was 
about 50 cents higher than before. At present, however (in April), the market 
is full of coal and the prices which prevailed immediately after the strike can no 
longer be maintained. See also table above. (582, 583, 586, 587, 594.) 

Price of coal to consumers .— Mr. Walter says that there is a considerable difference 
between’fche price of coal to wholesale dealers and the price to consumers. The mar¬ 
gin between the two prices depends largely on the character of the facilities of the 
dealer. Many years ago the methods of handling coal were very primitive, but the 
tendency now is to concentrate the business of distribution into fewer hands, using 
labor-saving devices, and presumably the cost is reduced. (543.) 

4 Future effect of community of interest on prices and the public— Mr. Haddock, inde¬ 
pendent coal operator, thinks that it will not be wise policy for the anthracite com¬ 
bination to put prices higher than they are at present. He believes that the men in 
charge of the combination are probably wise enough not to jeopardize the future of 
their business by insisting upon extravagant prices, but he can give no guaranty as 
to their behavior. The question whether the public will receive any benefit from 
the economies of combination will dejxmd on how the power of the combination is 
used. There ought to be an attempt so to use this power that the demand shall be 
increased rather than decreased. The railroads ought to endeavor not to incur the 
hostility of the people. Hostile public opinion was one of the chief causes of the 
failure of the combination which Mr. McLeod undertook. 

It is probably true that a reduction in the price of coal, 50 cents or $1 per ton, 
would increase the consumption considerably, but it is debatable whether it would 
be wise to make such reduction i rider present conditions, either from the stand¬ 
point of the producer or of the consumer. It is not wise for the consumer to insist 
upon mines and railroads being run at a loss. . 

A very important factor in determining the future price of anthracite coal will be 
the general condition of the country as regards prosjierity. When everyone is pros¬ 
perous little objection is made to paying a somewhat higher price for anthracite coal. 
(530,531.) 

Mr. Sawakd does not think that the community of interest, between the different 
railroads, which he admits to exist, will result in advancing prices beyond the rates 
prevailing in 1901. It would be the greatest folly for the railroads to attempt to get 
higher prices. The present price is a fair and profitable one. There is no danger of 
decreased consumption at the present rates. In a sense the railroads may be said to 
be charging the last penny that the public will stand since a further advance would 
reduce demand. They might have the power to advance prices further but they 
would not exercise it. 

Mr. Saward thinks it is greatly to the interest of the general public and of the 
State of Pennsylvania that there should l>e some agreement as to prices. In the 
absence of such an agreement there has been in the past violent competition which 
lias made prices ruinously low and which has forced the railroads into bankruptcy. 
The Heading Railroad has been repeatedly in the hands of a receiver. If prices were 
not kept up the entire anthracite mdu-i.y and the railroads connected with it would 
be ruined. (513,517.) 

Mr. Greene, of the Audit Company of New York, formerly connected with the 
anthracite coal business, thinks that whatever degree of monopoly might be estab¬ 
lished within the anthracite coal field, it would be physically impossible to put up 
the price of coal for any length of time. Anthracite coal is to a certain extent a 
luxury which can be dispensed with. There is severe competition from bituminous 
coal. Especially in Chicago and other Western cities a high grade of bituminous 
coal is very largely burned in grates and furnaces, only a small proportion of the 
totai coal used being anthracite. Then there is the competition of oil and gas for 
heating and cooking purposes. Some time in the future it may readily be that in 
our great cities heat will oe furnished by large electric plants burning bituminous 
coal. Already in New York one building is heated in this way. 

Mr. Greene does not think that a combination between the anthracite producers 
and the bituminous producers, with a view to keeping up the price of both classes of 
coal, is feasible. Tne bituminous coal fields are not limited like the anthracite. 
Bituminous coal underlies a large part of the whole country. When, a few years 
ago, a great strike occurred which was supposed to affect practically the whole field, 
coal kept coming to the market from other places. 

Mr. Greene is willing, accordingly, to trust to the ordinary forces of competition and 
business to regulate the prices of anthracite coal. This must be the reliance in 
every trade, just as one corner grocery is counted upon to keep down the prices of 
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another furrier grocery. The main reliance is on the enlightened selfishness of 
producers. The limit of the price of anthracite coal has probably already been 
reached. (469,470.) 

Mr. Stearns, president of Coxe Bros. & Co., does not believe that it will be possi¬ 
ble /or the anthracite coal roads, by virtue of their recent combinations, to put the 
price of coal up to an exorbitant figure. He supposes that about 80 per cent of the 
railroads are working under a community of interest. That proportion is not suffi¬ 
cient to give monopolistic con trul in the fixing of prices. The 20 per cent could break 
the market at any time. The witness does not think either that it has been or will 
lie the policy of the railroads to follow the small producers into particular markets 
and cut the prices there in order to drive them out of business. The competition of 
bituminous coal and other substances is especially powerful in keeping down prices. 
The witness thinks that the prices during the winter of 1901 have been about as high 
as the market will stand. (586,587.) 

Mr. Harris, until recently president of the Reading Company, says that if there 
were absolutely free competition among the anthracite roads, and if each produced 
all it could, the price of coal would be undoubtedly reduced, but he does not believe 
that the people are benefited by ruinous competition. It is not the purpose proba¬ 
bly of those who are buying controlling interests in the different railroads, with a 
view to bringing them into harmony, to give the advantage wholly to the public. 
They are making the combination in order to prevent ruinous competition and the 
sacrifice of securities. No combination of this sort can be made powerful enough to 
govern the situation absolutely. None of the plans of this sort in the past has ever 
worked successfully. 

The railroad companies recognize very generally, however, that it is not to their 
financial advantage to put the price of coal higher than it is now. It would imme¬ 
diately increase the competition of bituminous coal if this wore attempted. (603,609.) 

Mr. McLeod does not think that it will be possible for a combination among 
anthracite producers and transporters to put up the price of anthracite coal to an 
unreasonable figure. On the contrary, prices could be reduced by the economies of 
combination. If the attempt were made to advance the prices the people simply 
would not take the coal. Anthracite coal is virtually a luxury and people are not 
compelled to use it. The competition of bituminous coal and of other methods of 
heating is effective upon prices. The witness thinks, however, that the present 
prices (April, 1900), are not as high as they should be in order to afford a reasonable 
profit to the railroads and that it would be possible to put them somewhat higher. 
Aside from competition, a further safeguard to the people against excessive charges 
is always the power of public opinion. (569.) 

Mr. Haddock, independent coal operator, thinks that the suggestion that 5 or 10 
per cent of the anthracite coal product outside of a combination, would lie able to 
fix the price for the entire product would be absurd. (532.) 

5. Effect of competition of bituminous coal and other fuels.— Mr. McLeod, former 
president of the Heading Railroad, asserts that in 1896, the last year for which he 
has accurate figures, only 71.72 per cent of the anthracite coal produced was of the 
domestic sizes, while 28.28 per cent was pea coal or smaller coal. In 1872 only 5.92 
per cent of the coal sold was of this smaller size; in 1878,10 per cent, and in 1888,19 per 
cent. Formerly the smaller sizes were thrown away altogether, but ways have been 
found to market them and the old dumps are being worked over. 

All this smaller coal, continues Mr. McLeod, comes into competition with bitumi¬ 
nous coal, and since bituminous coal can be produced at about half the cost of anthra¬ 
cite 28 per cent of the anthracite product has to be sold at a loss of $1 per ton on the 
average. That is to say, it is sold for $1 less than the average cost of producing a ton 
of coal of all sizes. It costs as much per ton to produce a small size as the larger 
sizes. In fact the larger sizes can not be made without making the smaller sizes. All 
the coal coming from the mine is crashed in order to get the different domestic sizes. 
It is then run over screens, and after this through troughs where little boys pick out 
the slate. As the coal passes over the screens' the finest goes through first. Then 
the coal passes successively over screens with larger meshes and the larger sizes are 
obtained. In order to get the large sizes, which bring the higher prices, the smaller 
sizes are necessarily manufactured. It {>ays better to sell them at a low price than 
to throw them away. Nevertheless, Mr. McLeod declares, the loss of $1 per ton on 
the smaller sizes must be made up by pricee for the larger sizes. The aggregate 
price for all sizes must be sufficient to pay the aggregate cost of all sizes. There is 
no use for these smaller sizes except in competition with bituminous coal. (562, 
567,569.) 

Mr. Stearns, president of Coxe Brothers & Co., says that the sizes of coal from 
chestnut up are called prepared sizes. The largest size is known as lump or broken 
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coal. The sizes from pea coal down are called small sizes. The largest increase in 
demand for anthracite coal in the last few years is for small sizes. Only a few years 
ago pea, barley, and rice coal were thrown, away. These small sizes are only a 
by-product incidental to the “manufacture” of the larger sizes. Twenty years ago, 
or less, there was a much greater demand for lump coal. Ten to 20 per cent of 
that could be sold. Now the demand is for stove coal and other intermediate sizes. 
More thorough breaking up is therefore necessary, and the percentage of pea coal 
and other small sizes is thus necessarily increased. (578, 583.) 

Mr. Stearns lielieves that it is impossible to put the prices of anthracite coal very 
high liecause of the competition of other fuels. The larger sizes are somewhat of a 
luxury, and the smaller sizes compete directly with bituminous coal for steam pur- 
jroses. The household consumption of coal is being met with competition from gas 
stoves, while in the apartment houses bituminous coal is burned in the steam heating 
and other heating apparatus. While the producers of anthracite do not calculate 
upon a definite differential between the prices of the larger sizes of anthracite coal 
and the prices of bituminous, they can not advance the price of anthracite to an 
exorbitant extent without running the risk of having it supplanted by soft coal. 
The consumption of soft coal is increasing more rapidly than that of hard coal, and 
it promises to be constantly a more serious rival. The small sizes of anthracite coal 
come into direct competiton with bituminous coal (583, 585.) 

Mr. Thomas, president of the Erie Railroad, asserts that under no circumstances 
can excessive prices be charged for anthracite coal. Anthracite is not a necessity but 
a luxury, used because of its greater cleanliness and convenience. The competition 
of bituminous coal is constantly growing. The increased demand has been chiefly 
in the smaller sizes used for steam purposes, which meet the competition of bitumi¬ 
nous. There is little increase in the consumption of the larger or prepared sizes. 
This demand grows only as the number of dwelling houses increases, and the increase 
of houses is more than offset by the competition of coke, gas, oil, and other methods 
of heating, and by the development of larger apartment houses which do not use 
anthracite. The consumption of bituminous coal is increasing ata much greater ratio 
than that of anthracite. (555.) 

Mr. Haddock, independent coal operator, thinks there is a distinct limitation upon 
the price of coal through the competition of bituminous coal, gas, etc. The present 
prices, since February, 1901, are probably about, the top. About 25 to 30 percent 
of the production of anthracite coal at present is represented by the small sizes, pea 
coal, buckwheat coal, etc., which come strictly into competition with bituminous 
coal for steam purposes. It is true that someof this smaller coal is now being reclaimed 
from the old culm heaps, change in market conditions having made it profitable to 
do so. Mr. Haddock’s own company feels that it nays better usually to send the 
material in the culm heaps down into the mines to In*’used as sustaining pillars. 

Further competition is encountered by anthracite coal by the use of gas, especially 
in the summer time. Moreover, even at present prices, plants are l>eing established, 
such as that of the New England Gas Company, which, using bituminous coal, fur¬ 
nish light, heat, and power, and make coke. Though prices might be forced up to 
an extravagant figure for a short time, a reduction would be bound to follow. (528, 
529.) 


Mr. CniLDS, of the New York, Ontario and Western Railway, says that bitumi¬ 
nous coal competes severely with the sizes of anthracite coal which are used for steam 
purposes, including lump coal, broken coal, and the finer sizes below pea coal. Over 
40 per cent of the anthracite coal is steam coal. The proportion is greater than 
formerly, because a larger share of the fine coal, which was formerly thrown on the 
culm piles, is now utilized. Moreover, the old refuse in the culm piles is now being 
worked over. The demand for domestic sizes of anthracite, with which bituminous 
coal competes to a less extent, has not increased so much as the demand for steam 
sizes. When the price of anthracite is put up, bituminous coal tends to displace the 
steam sizes of anthracite. Moreover, in Chicago and other Western cities the 
demand for anthracite coal for domestic purposes is relatively much less than in 
Eastern cities, more soft coal being used. 

The competition of bituminous coal is held by Mr. Childs, accordingly, to place a 
limit, upon the price of anthracite coal. Just what the maximum would be he does 
not know. It is true that there has been no falling off in business in view of the 
recent increase of 30 cents per ton in the price of anthracite, but it would not he 
advisable to make a further increase of 50 cents. (501, 502.) 

Mr. Harris, former president of the Reading Company, asserts that the price of 
anthracite coal is quite strictly limited by the competition of bituminous coal and of 
gas. Electricity is a product of the second order produced by coal, so that it can not 
he called a direct competitor. (602.) 
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Mr. Fleming of the Anthracite Coal Operators’ Association, asserts that bitumi¬ 
nous coal is most emphatically a competitor of hard coal. The consumption of 
anthracite is, in fact, falling off proportionately. Gas and steam are replacing it in 
office buildings and in houses. (537, 541.) 

Mr. Walter says that bituminous coal comes into competition with the smaller 
sizes of anthracite* under many conditions. Fully 35 per cent of the anthracite prod¬ 
uct is subject to this competition and the proportion is constantly increasing. (548.) 

Mr. 8award, of the Coal Trade Journal, does not think that bituminous coal and 
anthracite coal enter into competition with one another at all. Each has its distinct 
use and value. Soft coal is not burnt in houses, at least in the East. It is true that 
some of the minor grades of anthracite coal have lately been pushed for use as steam 
coal. Much of this coal was formerly wasted. These grades sell usually at a lower 
price. The witness does not see, however, that the eomj>etition between these coals 
and soft coal is an important element in fixing the price of other grades of hard coal. 
It is true that a large amount of soft coal is used in cities which try to prevent the 
smoke nuisance, methods having been devised for doing away with the smoke in 
the case of bituminous coal. The proportion of the anthracite coal used for steam 
pur|M)ses is hardly more than 25 per cent. Formerly perhaps 40 ]K*r cent was used 
for these purposes, hut gradually domestic coal is I icing made out of coal that 
formerly went into the largest steam sizes. Mr. Saward admits, however, that w'hen 
the price of anthracite coal went up in 1900, as the result of the strike, there was an 
increased demand for bituminous coal, resulting in some instances in a higher price. 
(510,512.) 

Community of intercut—Bituminous coal— Mr. Haddock, independent coal operator, 
thinks that there is a growing application of the idea of community of interest as 
regards bituminous coal. There have been agreements between the great railroad 
companies regarding prices, and their violent competition is at present ended. All 
such agreements, however, depend for their success upon the prosperous condition 
of the country. When the demand for coal falls off the agreements are likely to be 
broken. (531.) 

Mr. Fleming, of the Anthracite Coal Operators’ Association, says that, he knows 
of no association of soft-coal dealers or producers in New York. Most soft coal comes 
to the seaboard as the projierty of individual operators. Some of the large soft-coal 
companies buy the product ot the smaller companies and ship it, as in tin? case of 
the anthracite field. (539.) 

fi. Economic* and adrantaqes of community of intercut. —Mr. Walter, of the Lehigh 
Valley Railroad, says that he sees no tendency to bring the mining and handling of 
coal into fewer hands. At the same time he believes that the practice of acting in 
harmony is a great advantage. Under the competitive conditions w hieh have existed 
in years gone by it has been difficult to discuss the intricate questions of business in 
a reasonable manner without prejudice on the part of the different concerns. The 
witness thinks that any arrangement which will promote harmony will ultimately 
benefit the consumer as well as the producer. 

The economy of combination will not, however, in Mr. Walter's judgment, come 
especially in connection with the transportation of freight by shipment from the 
nearest regions to the respective markets. The anthracite coal from one region 
differs greatly from that from another. The different markets demand particular 
classes of coal for particular purposes. In a very cold country the people prefer the 
very hard coal, while in a wanner section they use a softer grade which bums more 
rapidly and consumes itself entirely. (544.) 

Mr.'M cLeod declares that it is very desiraole from the standpoint of the public, as 
well as of the producers and transporters of coal, that the business should be carried 
on by great corporations working in harmony with one another. He believes the 
more the subject of combination among the anthracite roads is studied the more the 
plans will lie approved by the people. A close control of the business by these cor¬ 
porations will produce better results than ruinous competition which would so injure 
the producers and transporters that they would ultimately have to charge people 
more for coal. The fact that anthracite coal can be sold only about six months of 
the year makes it especially necessary that great corporations should produce the 
coal, having capital sufficient to store it and to carry large quantities for several 
months. In the case of bituminous coal, where the demand is uniform and where 
the methods of production are simple, there is less occasion for combination. Anthra¬ 
cite coal is practically a manufactured commodity, and large investments in breakers 
and other facilities are necessary. In the opinion of the witness people are getting 
coal cheai>er now than ever before as a result of the conduct of the business by large 
operators and of the increasing harmony between the railroads. 
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Mr. McLeod, who wa a especially active during his presidency of the Reading in 
bringing about community of interests between the different anthracite roads, 
declares it was his idea to benefit both consumers and corporations by bringing all 
the interests into harmony. He designed to give the people half of the profits From 
economy, and to pay dividends with the remainder upon stocks which had previously 
paid none. In his judgment there was no danger nor possibility that such a combi¬ 
nation should raise prices and injure consumers. 

One of the chief economies which Mr. McLeod planned and which he thinks 
should still be carried out was by the elimination of middlemen. The witness declares 
that it costs him $1.50 a ton more to get coal into his cellar than the retail dealer in 
New York pays for it. There are twice as many dealers in every town as are neces¬ 
sary. The fact that there are so many makes it necessary for them to have a large 
percentage of profit in order to live at all. Mr. McLeod thinks that the distribution 
of coal should take place directly to the consumer from the railroad. He would 
establish large depots in each city, having coal pockets from which coal could be 
shot directly into the carts of those who would take it to the consumer. At present 
it is hauled to yardsof coal dealers and then reloaded again at unnecessary expense. 
One pocket station in connection with each of the railroads reaching Washington 
from the north would be ample to supply the entire city. Mr. McLeod thinks that 
by this method of distributing coal it would not cost more than from SO to 50 cents 
to get it. from the railroad to the consumer instead of $1.50 per ton. The only way 
in which such an economy can be brought about is by combination among the 
railroads. 

Mr. McLeod says further, that there is usually a considerable degree of competition 
between retail coal dealers, although in some cases they have associations which com¬ 
bine to keep up prices. He thinks many retailers deliver short weight. (568,560, 
575.) 

Mr. Greene, of the Audit Company of New York, formerly concerned in the 
anthracite-coal business, declares that there is a tremendous economic waste in the 
production and transportation of anthracite coal, which makes desirable community 
of interest, and especially consolidation of the different interests. Although anthra¬ 
cite coal is confined to a small area of about 400 square,miles, and is in a sense a 
natural monopoly, the ownership of the field is so greatly divided among individuals 
and different railroads that business is most uneeonomieally conducted. In the first 
place, each railroad feels that it must have tonnage. The railroads have gone into the 
mining of coal principally to secure transportation for themselves. The result is that 
coal is often hauled longer distances and over steeper grades than would be necessary 
if some other railroad handled it. Another result is that, many mines which are very 
ex pensi ve to work are operated in order to give the railroads tonnage. There iH a great 
difference in the expensiveness of operating mines. Many of the mines of the Read¬ 
ing Railroad, for example, are especially expensive to operate, and this is true of the 
whole southern anthracite field. The character of the coal and the manner of its 
distribution is slightly different in other regions. 

Another economic waste under the present system results from the fact that the 
railroads and the other producers do not market their coal properly—do not know 
how much coal is going to one place or another. The fact that each railroad has a 
large number of selling agents and other subordinates constitutes an economic waste. 

In view of these wastes from competition Mr. (ireene thinks that it would be 
advantageous, not only to the railroads but to the general community, to have an 
absolute consolidation of ownership of the railroads and the coal mines. To some 
extent community of interest, without absolute consolidation, would effect economies, 
but much less satisfactorily. For example, it would be impossible under mere com¬ 
munity of interest to transport the coal which now passes over the Lehigh Valiev 
road or the Reading to the Central Railroad of New Jersey, yet it might lx* much 
more economical for all the coal from certain districts to be handled by one road. 

The witness thinks that by virtue of the economies of consolidation it would be 
possible to save fully $1 per ton in the case of mining and transporting anthracite 
coal. He believes further that part of this saving would come to the consumer, and 
that it is to the interest of the general public to compel consolidation rather than the 
contrary. Probably 50 cents of the $1 saved would go to the consumer, and a similar 
amount or less would go in the form of higher dividends to the railroads. At the same 
time the condition of the coal miners would beimproved. The witnessadmits that there 
might be some question whether, by virtue of monopoly, the advantage of economies 
might not all go to the owners without a reduction of price, but he thinks that the 
various other forms of heating which compete with anthracite coal will always 
keep down its price, and that the pressure of public opinion would also Ik; effective. 
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Wo can rest perfectly sure that the public in the long ran will get the benefit of 
economies through consolidation. (468-473.) 

Mr. Thomas, of the Erie Railroad, says that in the early (lays the anthracite-coal 
industry was highly profitable, and operators took little care to introduce economic 
methods. The same was true of transportation, and the methods are still exceedingly 
extravagant. For instance, there are mines on the western side of the Lackawanna 
Valley upon the hill, from which coal is hauled down into the valley and uptbeeast- 
ern side toward tide water; while mines on the eastern side of the valley carry coal 
down into the valley and up the hill on the other side going west. The Erie by its 
acquisition of the Erie and Wyoming Railroad expects to eliminate some of this 
waste in transportation. (556.) 

Mr. Habrib, until recently president of the Reading Company, supposes that a 
considerable economy might be effected by a community of interest or combination 
between the anthracite-coal roads. The cost of marketing especially could be 
reduced by eliminating many middlemen and commission merchants and putting 
the wiling of coal strictly into the hands of the agents of the railroad companies. 

Mr. Woodcock does not think that there can be any special economy effected by 
the common ownership of the anthracite coal roads or coal mines. There can be no 
physical union of the properties in most cases. Undoubtedly, however, a great 
economy would result from the establishment of a single selling'agency. (452.) 

Mr. Haddock, independent coal operator, says that there arc, some arguments in 
favor of combination in the anthracite business, especially because of the possible 
economy. Thus, there are four or live different operations in Luzerne County, and 
it would be better for everybody if they were combined into one. (534.) 

<». Capitalization of coal roads and of reserve coal lands.— 

1. _ Capitalization ami reorganizations of the. anthracite roade generally— Mr. Woodlock, 
railroad editor of the Wall Street. Journal, declares that it. is generally recognized t hat 
the Reading and Erie railroads are heavily overcapitalized. The bankruptcies of 
the Reading have been largely due to its great capitalization based on un worked coal 
lands. Tile (act that after 4 years of steady prosperity the common stock of the 
reorganized Reading Company sells only at 30 (February, 1001), shows necessarily 
over-capitalization. In the reorganizations of file Reading and the Erie securities 
were increased rather than diminished. Thus, the Erie formerly had a capitalization 
of $70,000,000 common stock. Now it has about $50,000,000' preferred stock and 
$112,000,000 of common stock. The common until very recently was scarcely worth 
anything. When Mr. J. ,1. Hill liegan buying stock recently it went up from 15 to 
30, hilt. it. is still worth less than the old Erie stock was worth 8 years ago. (456.) 

2. Capitalization of llie Reading Company.— Mr. Harris, until recently president of 
the Reading Company, says that the present capitalization of the Reading Company 
includes $28,000,000 of first preferred stock, $42,000,000 of second preferred stock, 
$70,000,000 of common stock, and $63,000,000 of general mortgage bonds, besides 
other earlier bonds not yet matured. The bonds are gradually lieing increased, a 
provision of the mortgage authorizing the addition of $20,000 at a rate not to exceed 
$1,500,000 a year. When the maximum amount is issued there will be $135,000,000, 
partly covering prior lionds now not matured. The present capitalization of the 
Reading Company and its leased lines is approximately $250,000,000 of stocks and 
l»nds. The witness believes that this sum is greater than the amount of the securities 
of the company Indore the reorganization of 1896, but the interest is lower, so that the 
fixed charges are less, and the increase in the stocks is less important hocause a com¬ 
pany does not go into bankruptcy when it fails to pay dividends, hut it does go into 
bankruptcy when it fails to pay interest. The witness is not especially familiar with 
the financing of the Reading Coiiqiany, which was conducted by the tankers and 
owners of the railroad. There is no connection between the volume of securities and 
freight rates. The rates are made by freight agents, and the chief influence deter¬ 
mining them is the rate made by competitors. (597, 598.) 

•1- Keceirenhip of the Reading Railroad.— Mr. McLaon says that the Reading Rail¬ 
road has been in the hands of receivers four times. Some of these bankruptcies 
were caused by the fact that the company has increased its debts too largely in the 
purchase of coal lands. It has been forced by ruinous competition to sell coal below 
cost, and could not earn interest. 

Mr. McLeod explains the receivership of 1893 under his administration as follows: 
The Reading had leased the Lehigh Valley and Jersey Central, and found that 
those companies, had $13,000,000 invested in coal on hand and in carrying the 
accounts of individual operators. The Reading did not have that much capital, and 
Mr. McLeod had to liorrow $8,000,000 as a floating debt. At this time the panic of 
1893 began. The witness had arranged to sell securities to get a working capital of 
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$17,500,000 out of which to take up the floating debt of $8,000,000, but on account 
of the panic the securities could not be issued and the Reading was forced into 
bankruptcy. (573.) 

Mr. Rice, president of the Consolidated Rubber Company, states that some years 
prior to 1893 he was invited to join a syndicate to purchase the control of the Phila¬ 
delphia and Reading Railroad. The syndicate was formed at the instance of Mr. 
F. B. Gowen, but at his death the burden was left upon Mr. Rice. A great deal 
more than a majority of the stock was bought, and although the company was at 
that time controlled by a voting trust, the control drifted into the hands of a syndi¬ 
cate, and Mr. McLeod was made president. The witness found that it would l>e 
advisable to reduce the road’s indebtedness as it then existed by converting the 
income bonds into stock, and he prepared a plan for reorganizing the company under 
the name of the Reading Company. He went to Europe in 1891 to,see the holders 
of bonds there, and during bis absence Mr. McLeod began to pay interest on the 
income bonds, whereupon the holders of them were no longer willing to exchange 
them for stock. It was afterwards shown that this interest had not been actually 
earned, although the books had apparently shown that it had lx»en earned. 

Mr. Rice say's further that at this time an attempt was made to secure the control 
of the New Jersey Central and the Lehigh Valley railroads. Both were leased. 
This increased the coal holdings of the Philadelphia and Reading enormously and 
required additional money. Mr. Rice went to Europe and secured the pledge of 
$13,000,000 on the issue of bonds, but, much to his astonishment, after the bankers 
had paid in $5,500,000 in cash, on February 1, 1893, the railroad was put into the 
hands of a receiver on February 20. The witness then went into litigation to have 
the management of the railroad investigated by the United States circuit court. He 
believes that one of the chief troubles leading to the bankruptcy was the attempt 
made by Mr. McLeod to control the Boston and Maine, the New Jersey and New 
England, and other interests which he was not able to control. 

Mr. Rice asserts further that the Reading Company had been counting ns assets 
various credits which were really of no value, and that the public was thus deceived 
prior to the bankruptcy. (737-739.) 

4. Attempt of Reading Railroad to enter New England territory. —Mr. McLeod 
explains the motive which led the Reading Railroad in 1892 to attempt to get control 
of the Boston and Maine and New York and New England railroads. It has been 
a well-recognized rule among the anthracite-coal roads for years that each has the 
right to haul the coal destined for roads controlled by itself. By acquiring the Bos¬ 
ton and Maine and New York and New England the Reading could add to its ton¬ 
nage alxmt 3,500,000 tons, and could do it without prei ipitating a tight, between the 
railroads. 

Mr. McLeod says further that the Reading did not buy a controlling influence in 
the stock of the Boston and Maine. Enough stock was bought to give Mr. Mcl^eod 
a standing with the other stockholders, and then largely through personal influence 
he persuaded them to make him president. (507, 574.) 

5. Capitalization of the Ontario and Western Railway.— Mr. Childs, of the Ontario 
and Western, says that this railroad was reorganized m 1880. It had originally been 
built chiefly on the proceeds of bonds issued by towns. It was called a road without 
debts or traffic. It had over $80,000,000 of bonds and was sold out for about $4,000,000. 
The present capitalization, including stock and bonds, is alxmt $58,000,000. At the 
time of reorganization the holders of bonds were allowed to take common stock if 
they would pay an assessment of 20 percent; most of them did so, and the capitaliza¬ 
tion was thus increased about $50,000,000. The controlling interest in the stock is 
not held by a few men. The preferred stock is mostly represented by a voting trust. 
(502,503.) 

6. Capitalization of coal lands and its effect on prices. —Mr. Haddock, independent 
coal of>erator, says that the Philadelphia and Reading Railroad, which Ixmght 100,000 
acres of coal lands during the early seventies, was forced into this action largely by 
its competitors. The New York Central, the Delaware, T^aekawanna and Western, 
the Ixbigh Valley, and the Pennsylvania roads were all coming into the Schuylkill 
field and acquiring coal properties. Another factor, which led independent ojKjrators 
to sell out at that time, was the violence of the Molly Maguires, who made it very 
unpleasant for a man to remain in the mining business. Since these early purchases 
the Reading has acquired other coal property, directly or indirectly. 

Mr. Haddock thinks that the capitalization of the Reading road, in order to carry 
its 100,000 acres of unworked coal lands, has not only resulted in the bankruptcy of 
the road but, has also affected the price to the consumer. The amount invested by 
the Reading Company in coal property was about $50,000,000, and the interest at first 
was 7 per cent. This was an annual charge of $3,500,000, while the company did 
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not at the outset produce more than six or seven million tons yearly. The witness 
thinks that the amount of the Readings debts for coal lands has not been cut down 
materially by reorganization, although the rate of interest probably has been cut 
down. There is constantly an effort to get out of the consumer interest on unde¬ 
veloped land held for the'supply of 50 years to come. The effort has not always 
been successful in the past. (5211,534.) 

Mr. Greene, of the Audit Company of New York, says that in some cases where the 
railroads have capitalized anthracite coal held in advance of actual operation, the 
people are doubtless paving prices and railroad charges which return some dividend 
on such investments, i n general, however, the charges based on these investments in 
coal lands have lx;en squeezed out by reorganizations. Mr. Gowan, of the Reading 
Railroad, tried thirty years ago to buy up the coal pro|>erties contiguous to that 
line, and to earn freight rates which would support the capital invested. He failed 
in this undertaking, since the rates and prices could not be kept up. The Reading 
has been twice reorganized, it is true that in the ease of these reorganizations the 
total volume of stock" and bonds has not been reduced, but the absolute fixed charges 
have been reduced. That is, bonds requiring payment of interest have been replaced 
by preferred and common stocks, and rates of interest on bonds are also lower. It 
is probable, Mr. Greene continues, that the present movement toward the consolida¬ 
tion of anthracite 'roads is partly designed to permit the earning of interest on the 
preferred stocks which have been substituted for these old bonds. The same is true 
of inanv railroad reorganizations and recent consolidations. (472.) 

Mr. Il akris, late president of the Reading Company, says that the various bank¬ 
ruptcies of the Beading Company have undoubtedly been due largely to the fact that 
it nad 1 (ought up a large amount of coal land in advance of development. Most of 
these purchases were made at a very early time by Mr. Gowan. The witness is 
inclined to think that he did push that policy of buying up lands too far in the same 
way that, the Reading and other railroads have made the mistake of building rail¬ 
roads too far in advance of the demands of traffic. The bankruptcy of the Reading 
Company has also been due to excessive competition between the railroads. If, 
however, it had not t>een burdened with debts, it would, of course, have been in a 
better condition to sustain that competition. 

Mr. Harris thinks further that although the interest charges of the Reading have 
been reduced by reorganizations, and although there are now no specific interest 
charges based on the coal lands separately, it is undoubtedly true that the interest 
on these lands is still a change upon the road. That is, if the Reading had spent 
less money in coal lands, it would now have less interest charges. Practically, how¬ 
ever, this charge is taken from the stockholders who fail to receive dividends. 

Mr. Harris explains further that one reason why the Reading has developed its 
lands slowly is because many of them are very expensive to work, and the coal 
could not be taken out in competition with that of other mines which were W'orked 
more cheaply. In the future, since the more accessible coal is rapidly being 
exhausted, the Reading lands will become more valuable and can be operated. 
(504-006.) 

Mr. McLeod does not think that the interest on the capital invested in reserved 
coal lands by the various railroad companies has added to the price to the consumer. 
He thinks that the economies coming from the large investments of the railroad 
companies have lowered prices. Nobody has made much money in mining coal 
except a few individuals who wero especially favorably located. The Reading Rail¬ 
road actually invested cash to the amount of $75,000,000 in coal lands between 1870 
and 1876. It has, however, been forced to sell coal as cheaply since this debt was 
incurred as l>efore, and has had to compete with other railroads and producers. The 
large capitalization of the Reading in stocks can not influence prices, because no divi¬ 
dends have been paid for a long time. The Reading has $112,000,000 of stocks 
earning no dividends. The Lehigh Valley has $40,441,000, the Erie $172,000,000, 
and the New York, Ontario and Western $58,113,000 of stocks earning no dividends. 
The total of such stocks for the four roads named is $382,554,000. (566.) 

Mr. Sawakj) dot's not attribute the bankruptcy of the Reading Railroad so much 
to the attempt to pay interest upon the bonds issued to purchase coal lands held 
undeveloped as to the excessive competition between the various producers of coal 
forcing down prices unduly. It can not be said that the people have been forced to 

{ »ay higher prices for coal because of the large capitalization of the Reading road. A 
arge part of its capital is in the form of stocks aud these have not paid dividends, so 
that tne earnings on them can not be counted in price. It is true that bonds were 
issued for some of the coal lands. The Reading lias coal enough to last for 100 years. 
In a certain sense the consumer is paying the carrying charge on the investment in 
these future supplies of coal, but the witness does not think that the amount, of this 
interest charge adds more than 5 cents per ton to the price of coal. Although the capi- 
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talizationof the Reading is$250,000,000, that is the basis for agreat deal of other business 
besides the anthracite business. The road carries about 10,000,000 tons of anthracite 
coal, 6,000,000 tons bituminous coal, and 30,000,000 tons of general freight. More¬ 
over the coal deposits in various other regions are being rapidly consumed, and the 
public will be glad later that the Reading has such a large supply. (517-519.) 

Mr. Thomas, of the Erie Railroad, says that originally the cost of carrying the 
interest on the money invested in undeveloped coal lands by the Reading Railroad 
may have been added to the prices or freight rates, but t hat t he Reading has repeatedly 
gone through bankruptcy, and that it can secure no higher rates than the otlier rail¬ 
roads which have not the same burden. (555.) 

Mr. Childs, of the Ontario and Western Railroad, says that the two coal companies 
which that railroad controls have in the neighborhoad of 50,000,000 tons of coal in 
the ground, the production at present being about 2,000,000 tons per year. The 
witness thinks that it is proper to earn dividends on the investment in coal lands. 
It costs a great deal to start ojierations, put in breakers, shafts, tracks, etc., and 
thereafter the field must, of course, be worked for a good many years. Railroads 
entering the anthracite field have also large investments in their transportation facili¬ 
ties, and it is the part of prudence for them to acquire coal land enough to make sure 
of business as long as the life of the bonds of the railroads. (503, 504.) 

Mr. Rice, who was formerly connected with the Reading Company, says that in a 
sense it is justifiable to capitalize the value of coal in the ground, but it is very diffi¬ 
cult to know what its actual value is. The net value is very different from the gross 
value as shown by the present selling prices. There is no knowing whether the coal 
can be profitably mined. The value of the coal in the ground depends a great deal 
upon the general public opinion of investors as to what it will probablv be worth. 
(739.) 

7. Overcapitalization resulting from recent purchases and consolidations. —Mr. Wood- 
lock declares that the price paid by the Erie Railroad for the production of the 
Pennsylvania Coal Company in 1900 was the highest ever paid for a block of coal 
lands. Ronds were issued to the amount of $32,000,000, bearing 4 per cent inter¬ 
est. This represents an annual burden of $1,280,000, equal to from 50 to 60 cents 
on each ton of the annual output of coal from these lands. It has been considered 
that the Reading Railroad paid a high price for its coal lands, which stand on its 
books as having cost $70,000,000. But if the proportion of the total anthracite pro¬ 
duction belonging to the Reading should lie capitalized at the same rate per ton of 
annual product as the amount paid for the Pennsylvania Coal Company, the capital¬ 
ization of the Reading lands would lie $125,000,000. 

In the case of the purchase of the control of the Jersey Central Railroad by the 
Reading Railroad, the Reading paid $100 per share for 50 per cent of the Jersey Cen¬ 
tral’s stock, and has issued 4 per cent bonds therefor. This is the highest pnce for 
the Jersey Central’s stocks since 1881. The Reading undertakes a fixed charge of 
$920,000 per year, w'hich must be forthcoming in good or bad times. 

Mr. Woodlock does not believe, however, that the heavy capitalization of the 
anthracite coal roads will have much effect upon prices of coal to the general public. 
If the railroads could get a big price for coal they would, of course, try to do so, but 
the witness believes that they realize that it is not judicious to attempt to do so, on 
account of the falling off in demand. What is needed is a steady market. (453- 
455.) 

Mr. (Jreene, of the Audit Company of New York, admits that some of the recent 
combinations and purchases by the anthracite coal roads have considerably increased 
capitalization. lie does not think, however, that the fact that consolidation has 
been effected at high prices and at a time when all securities are high, will necessa¬ 
rily mean an increased burden upon the public. Consolidation will often create 
traffic, increase profits, and ultimately give the public the benefit in better service 
and lower prices. The witness questions whether a new railroad could be built into 
the anthracite coal field for less money than the capital of the existing roads. (475- 
476.) 

Mr. Haddock, independent coal operator, says that the price paid in the purchase 
of the Pennsylvania Coal Company was so high that the annual interest charged on 
it will amount to about 50 cents per ton of output. (534.) 

H. Duration of supply and cost of mining.—1. Supply of anthracite 
coid.—yir. Harris, late president of the Reading Company, says that he does not 
think the supply of unmined coal held by that company will be sufficient to last 200 
years. In fact, he believes that, taking the anthracite field as a whole, the produc¬ 
tion has about, reached its maximum; he doubts whether it ever reaches 60,000,000 
tons a year. Many mines are being worked out, and it takes time and large invest 
inent to open new 'mines. 
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The district in which the coal will be exhausted soonest is the eastern end of the 
Wyoming field, sometimes called the Lackawanna field. The western end of that 
field will last much longer, because the coal lies deeper and is more expensive to 
mine. The group of small basins known as the Lehigh region has passed its maxi¬ 
mum production. Some of the Reading collieries in that region are exhausted and 
some are approaching exhaustion. 

The great supply in the future is in the Schuylkill region, which contains more 
than one-half of the anthracite supply. In this region the coal is exceedingly hard 
at the eastern end and grows softer toward the western, until the Lykens Valley 
coal, belonging to the Pennsylvania Railroad, is reached. The Reading’s coal lands 
are chiefly in this region, and it is because of the depth and expensiveness of mining 
that they have not been developed more rapidly. In some mines in other regions 
the coal has been nearer the surface, the bottom of the supply being not more than 
100 or 200 feet deep. Around Pottsville, in the Schuylkill region, the bottom of the 
basin is supposed to lie 5,000 feet deep. Moreover, in the Schuylkill region the coal 
is much more full of slate. When the witness was in charge of the mines of the 
Lehigh foal and Navigation Company he found that it was necessary to raise about 
three tons of mineral and alxmt ten tons of water from an average depth of 600 feet 
for every ton of coal sent to market. (605-606.) 

Mr. Greene, of the Audit Company of New York, says there is an absolute limit 
of the amount of anthracite coal. It has been variously estimated that at the 
present rate of production the supply will be exhausted in from 50 to 150 years. Later 
on, moreover, coal which is more difficult to extract will have to be mined at a 
higher cost than at present. (475.) 

Mr. Fleming says that the estimate made by Mr. Griffith several years ago as to 
the future supply of anthracite coal is generally considered the best, and he believes 
that the general estimation was 100 years for all the regions. In the case of the 
Reading Company the supply at the present rate of production would last much 
longer. (540.) 

Mr. Thomas, president of the Erie Railroad, says that he thinks that 40 or 50 years 
will see the substantial extinction of many of the anthracite fields. The Reading is 
understood to have a supply for 100 years, but the mining in all the regions is 
constantly increasing in difficulty and expensiveness. (555.) 

Mr. McLeod, former president of the Reading Railroad, believes that the supply 
of anthracite coal is greater than is ordinarily supposed. He says that it has always 
been the experience that more coal is secured from a mine or district than was origi¬ 
nally estimated. The witness thinks there is probably coal enough for the Reading 
Railroad for 200 years at least. He estimates the total amount of coal in the ground 
at 15,000,000,000 tons. There are several companies besides the Reading which have 
a very large reserve, but its reserve is much tne largest, although the witness is not 
disposed to think that the time will ever come when the Reading will hold all the 
remaining coal land. 

Many of the collieries already opened will, in Mr. McLeod’s judgment, soon be 
exhausted, but their owners often have reserved lands which can be worked by new 
collieries. The witness estimates that in 10 years 10 per cent of the collieries m the 
Wyoming region will be exhausted, and in 40 years 75 per cent. It costs 20 cents 
per ton more to mine coal in the Schuylkill than in the Wyoming region, but there 
is a greater supply in the former region from which a large part of the future con¬ 
sumption of the country must lie taken. (565, 566, 571.) 

2. Cost of mining coal'.— Mr. Harris, in connection with his explanation regarding 
the supply of anthracite coal and the character of the different fields, declares that 
the cost of mining is steadily increasing with the exhaustion of the more accessible 
lands, and that it will continue to increase. It probably costs from 75 cents to $1 
more to mine a ton of coal now' than it did 20 years ago. The finest veins have 
mostly been worked out. Now veins are often mined which are not more than 2$ 
feet thick. The mines are deeper in most instances. While formerly it cost perhaps 
$100,000 to open a mine, sinking a shaft 200 or 300 feet, some collieries now can not 
be worked before $1,000,000 has been invested in preparation and shafts have been 
sunk 1,500 feet. There have been many instances in the \mt where mines have 
been opened by means of tunnels, which served to drain the water, but at present 
much of the coal which is being mined is below the sea-level and enormous pump¬ 
ing apparatus is accordingly necessary. The increased depth also adds to the 
expense of supporting the roofs of the mines on account of the enormous superin¬ 
cumbent weight. 

The influences which have increased the cost of mining in the past will necessarily 
increase its cost further in the future, since the witness knows of no sufficiently pow¬ 
erful influences working the other way. The price of coal will ultimately have to 
foe advanced if it is to cover the cost at all. (606,607.) 
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Mr. McLeod declare* that the average cost of producing anthracite coal, including 
charges for improvements, depreciation, taxes, and insurance, is $1.59 per ton. If 
interest on the value of coal lands be added it brings the cost to $1.90 per ton. This 
does not include anything for the coal except the interest on the value of lands held. 
The witness has also calculated that the average freight rate is about $1.50 per ton 
to tide water. The average price at tide water for 20 years ha* been $3.48 per ton, 
the highest price having been $3.96 per ton (as the average for the year). 

An important element to lie considered in the cost, says Mr. McLeod, is the chance 
involved in the sinking of shafts. A new colliery plant must lie established about, 
every 30 years, since the coal which can ho reached by one shaft is usually exhausted 
in that time. When the shaft is sunk it may lie found that a vein which was per¬ 
fect. a .'ew hundred feet away has broken and disappeared. The difference in the 
cost of mining in different shaft* is very great and can not he estimated in advance. 

There is a gradual increase in the cost of mining coal as the supplies become 
exhausted and the mines go deeper. In some instances there are as many as 16 
veins and the lowest may he down 3,000 feet. It not only costs more to handle coal 
hut in the deeper mines more water is encountered. The Reading mines have 
pumped in recent years 2J tons of water for every ton of coal. (585,570,571.) 

Mr. Stearns, president of Coxe Bros. & Co. 'says that it is very difficult to esti¬ 
mate the cost of mining coal. The local conditions in every mine and every seam 
of a mine vary. A seam may lie in good condition to-day and to-morrow there may 
be an explosion or a fall from the roof or a flood which will result, in very consider¬ 
able damage. A mine can not lie operated on a narrow margin of profit becauso of 
this uncertainty. 

While there have been improvements in the methods of mining, and while there 
have been especially improvements in transportation of anthracite coal, which have, 
reduced the cost, the actual cost of mining has not decreased, but has increased 
steadily, and will continue to do so. As mines become deeper it costs more to ven¬ 
tilate and pump them as well as to lift the coal. Interest on land held for future 
development ought to lie included in the cost, but the witness seems to doubt 
whether the producers have usually lieen able to earn much interest on such 
investments. (584,594,595.) 

Mr. W t. ter says that 20 years or more ago the cost ot mining anthracite coal was 
much less than at present. Most of the mining was done above water level; drifts 
or tunnels were used and the coal was above the level of these so that the mine 
drained itself. At present most mines are below water lei el and work by vertical 
shafts. Formerly the cost of opening a mine ami establishing breakers, etc., was 
comparatively small, but now it is very much greater. The Lehigh Valley com- 
jmny is just completing one colliery operation which will cost over $500,000. tfwenty 
years ago many operations costing $25,000 or $30,000 would produce as much coal. 
There has been a vast improvement in the machinery and methods of handling coal, 
hut the other items of expense have increased in greater proportion than the saving 
from these improvements. (544.) 

Mr. H uvAiti) says that the expense of mining anthracite coal has increased during 
the jinst 20 or 30 years. Machines have been introduced but more difficult veins 
nave to be worked. The price of powder has declined materially. Tt wa* formerly 
about $2.75 per keg, and is now $1.50. Powder, however, is not a very large item. 
About l,ojX),000 kegs of powder and 4,000,000 pounds of dynamite are used in get- 
tmg out 60,0(10,000 tons of annual product of coal. (511.) 

Mr. Saw'ard thinks it is impossible to get anything like accurate statements as to 
tne cost of producing a ton of anthracite coal. One may take the reports of the com¬ 
panies showing the costs of operation and divide the cost by the number of tons pro¬ 
duced. But this is usually misleading, because of the different methods of charging 
up expenses to different account*. It is a frequent practice to charge to the account 
ol permanent improvement expenses which should have gone into the running 
account of costs. Wages are about 85 per cent of the cost of production. (515.) 

Mr. Fleming, of the Anthracite Coal OjieratW Association, declares himself unable 
to give any estimate as to the cost of producing coal. The cost varies greatly at each 
mine in aiwordance with the distance from tide water, the amount of track an opera- 

M UR ur e tl,lc,inees <“><! character of the vein ojierated, the depth, etc. (540.) 

Mr. Walter says that the geological formation and characteristics of the different 
mining district* vary greatly and that the expense of mining differs accordingly. In 
general the Schuylkill and Mahanoy districts and the whole southern and middle 
Si.- 18 n , 10r ? “P™ 8 ’™ t0 operate than the northern field. The northern 

, j, domg worked more rapidly and will probably be exhausted sooner. (547.) 
it i{' amtlon .°f con l fowls. — Mr. Stearns, president of Coxe Bros. & Co., says that 

it was the practice of the Susquehanna Coal Company, which has affiliated with the 
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Pennsylvania Railroad, to set aside a certain amount of money yearly to cover the 
exhaustion of the coal property. It is the wisest [>olicy to make such a provision; 
the company which does not do so will find itself out of capital when the mine 
becomes exhausted. (584.) 

4. Royalties on coal lands. —Mr. S a ward, of the Coal Trade Journal, says that the 
most fortunate men in the anthracite business is the owner of the lands, who does 
nothing, and who usually gets about 25 cents per ton royalty. (519.) 

5. Anthracite coal in Colorado— Mr. Griffith, representing the Denver Chamber 
of Commerce, savs that a considerable amount of anthracite coal is being produced 
in Calorado, and that it is generally believed that there is a large supply in the 
mountains. There is comparatively little difference in quality as compared with 
Pennsylvania coal. (857.) 

1. Conditions of labor and relation* of employers and employ¬ 
ees. - 1. Strike of luoo (see also view's of these witnesses as to arbitration, p. cclxtv ).— 
Mr. Stkvkns, president of Coxe Bros, k Co., says that some of the claims of the 
miners in the strike of 1900 were just. The conditions can be understood only 
by reference to the earlier relations of the employers and employees. In 1875 
the oj>erators agreed upon the sliding-scale system for the payment of miners. 
The price for each class of labor was fixed at a certain rate on the basis of a tide¬ 
water price of $5 per ton for anthracite coal. For every advance or decline of 
10 cents in the price of coal wages were to rise or fall 1 per cent. The price of 
coal fell so greatly at tide water, especially because of the reduction in freight 
charges l>etween the mines and tide water, that it would have been unjust to the 
miners to let wages fall in that nroj»ortion. Accordingly the tide-water price was 
calculated on the basis of a freight rate of $2.50 per ton in fixing wages, i. e., the 
actual freight was deducted from the tide-water price, and $2.50 was then added. 
There had been an advance of wages during the summer of 1900 under the sliding 
scale of about 5 per cent. The miners demanded that the entire system be abolished, 
and also demanded an increase of wages and a reduction in the price of powder. 
Ten per cent advance was granted and jjowder was reduced from $1.75 to $1.50. The 
witness thinks that the reduction in |x>wder would have taken place without a strike, 
and that probably there would have been an advance of wages without the strike. 
The witness seems doubtful as to whether the price of coal can lie kept high enough 
to compensate the operators for the increase of wages. (598,594. ) 

Mr. Thomas, president of the Erie Railroad, declares that [trior to the strike of 
1900 in the anthracite field there had’ been no strike foi 20 years. Labor was 
fairly well paid. The relations between the miners and their employers were largely 
personal. Employers had done much for the men by contributions, establishment 
of hospitals, etc. The chief difficulty was the lack of steady work. Professional 
agitators came into the country and took advantage of this last circumstance. They 
brought the great, majority of the miners into the United Mine Workers and caused 
the strike. (557.) 

Mr. Haddock, independent coal operator, thinks that, the demands of the miners 
in the anthracite strike of 1900 were just. The railroad companies refused to arbi¬ 
trate, but one of their reasons was the feeling that the men were irresponsible in 
carrying out the decisions of arbitrators or agreements. (583.) 

Mr. Walt hr, of the Lehigh Valley Railroad, says that the demands of the miners 
in the strike of 1900 were acceded to. He hardly knows whether to consider them 
just or not. The strike has not injured the railroad companies up to the present 
time, but has, if anything, l>eon temporarily beneficial by permitting ait exhaustion 
of the surplus stocks. The public is paving more for coal as a result of the strike. 
(546.) 

Mr. Saward thinks that the contention of the United Mine Workers in the strike 
of 1900 was, in general, just. Moreover, the strike resulted to the advantage of the 
railroad companies themselves, by restricting production, which they had been 
unable to agree upon among themselves. The United Mine Workers claim now to 
have 80 per cent of the Actual anthracite miners among their members. (519, 520.) 

Mr. Fleming, of the Anthracite Coal Operators’ Association, thinks that while 
part of the demands of the miners in the strike of 1900 were perhaps just, the gen¬ 
eral demand was unfair. (542.) 

2. Violence in strike of 1900.— Mr. Stearns, president of Coxe Bros. & Co., says that 
the men at his collieries did not want to striae. Only at one colliery did any quit 
work at the beginning of the strike, only 54 out of 3,500 employed by Coxe Bros, 
going out But the union men threatened and intimidated the miners who remained 
at work, called them “scabs,” and used every possible means to make them quit. 
The number of men working was gradually reduced until October 11, when the 
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mines of Goxe Bros. & Co. were working at about half their capacity. At that time 
there was a riot at the mines and one of the watchmen was killed, while several 
other men were wounded. The company accordingly posted a notice that it would 
quit on account, of the danger to the employees. (592.) 

.1 Effect of strike. (See also alxive, Prices.)— Mr. Haddock, independent coal 
operator, believes that the strike of the anthracite miners has had a beneficial result 
upon the operators and the railroads. The railroads had previously undertaken, 
not always successfully, to restrict production, in order to maintain high prices and 
rates of transportation. The strike restricted production and raised prices. Never¬ 
theless, it was unfortunate that it should he necessary to resort to a strike to get 
these results. It is true that during and after the strike many retail dealers, who 
had made contracts to furnish coal at lower prices, lost considerable sums by the 


advance. (527,528.) , 

Mr. McLeod says that the strike of 1900 undoubtedly advanced the price of coal 
beyond what it would otherwise have lieen. There was a strike in 1887 which 
forced the price of coal from an average of $8.07 in that year to an average of $2.86 
in 1888. The witness hardly thinks that the price of coal has gone up enough to 
recompense the producers for the higher wages paid to the miners. Perhaps the 
strike may he said to have resulted advantageously to the railroads and curators as 
well as to the miners, but the witness knows that the employers did not want the 


strike to occur. (574.) 

4, Labor organizations in the anthracite field. —Mr. McLeod is inclined to think that 
w orkingmen make a mistake when they delegate their power to some other person 
or body, such as the labor organizations. He thinks that the men in their aggre¬ 
gate capacity can meet their employers directly. On the other hand, he implies 
that in the case of a great body of men like the*anthracite coal workers some form 
of organization is necessary for dealing with employers at all. The policy of the 
witness when he was at the head of the Reading Railroad was not to raise the ques¬ 
tion whether a man belonged to a labor organization or not. lie dealt with the 
men so long as they were respectful. Mr. McLeod thinks that the demand made 
by the anthracite miners in the spring of 1901, that they should receive formal 
recognition for the organization of the United Mine Workers, was unnecessary, since 
the fact that the operators actually dealt with the union in 1900 and advanced 
wages amounted to a recognition. 

Mr. McLeod seems disposed to think that the concessions made to the miners in 
1900 were justifiable, but he says that it often happens that when one concession is 
made workingmen art! encouraged to go on and make other demands which are not 


justifiable. 

This witness thinks, further, that the miners will get higher wages as the result of 
the movement, toward community of interest which is now going on. (575, 576.) 

5. 1 Yatjes of coal miners.— Mr. McLeod says that he estimates the average wages of 
coal miners throughout the year at $40 per month. About 12 per cent of the whole 
number are boys, who receive about half this rate. The greater cost of producing 
anthracite is showm by the fact that it requires 145,000 men to produce 47,000,000 
tons of anthracite, while 91,000 men in Pennsylvania produced 72,000,000 tons 
(567). 

Mr. McLeod says that some coal miners work by the day and others take contracts 
by the ton or car. The average wages for foremen above ground are $2.71 per day; 
for mechanics above ground, $1.92; for laborers aboveground, $1.29, and for l>oys 
under 16, 62 cents. Below ground foremen get $2.05 on average; miners, $2.40; 
laborers, $1.68, and boys under hi, 89 cents. The average number of days worked 
is alxuit 200 per year. (574.) 

Mr. Harris, late president of the Reading Company, says that the Reading Coal 
and Iron Company has always lieen more than friendly to labor, and it has lieen dis¬ 
posed to recognize the right of the miners to organize. There has been less friction 
than in the case of any of the other coal companies. Mr. Harris believes, personally, 
that labor has the same right to organize as capital, and that it also has the power to 
do so. He thinks that organized labor should have a voice in fixing the wages and 
other conditions of labor. (611.) 

Mr. Stearns, president of Coxe Bros. & Co., says that (hiring August, before the 
strike of 1900, tne average earnings of men and boys in the mines of that company 
were between $43 and $44 after making all deductions. About half of the men 
included under this average were miners, the other half were common laborers, 
drivers, door boys, etc. This average, however, would not lie typical for the entire 
year because the mines were working full during August, and they did not at all 
times. The witness submitted a statement showing the nuinl>er of days worked each 
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month by the employees of Coxe Bros. & Co. at their various mines. The ealeula- 
tion is given by hours. Estimating 10 hojurs to a day, it appears that the total num¬ 
ber of days worked ranged from 156 at one of the mines to 265 at another. The aver¬ 
age for all the mines was 223 days of 10 hours each. Of course, if the day be 
counted as 8 or 9 hours the figures are correspondingly increased. The number oj 
hours worked was also reduced by the strike in October. (593.) 

Mr. Hawakd believes that the miners in’the anthracite field are satisfied at present, 
Thev are getting good prices and full work. They can not work 6 days in the 
week on account of the severity of the work. Two hundred and fifty days per year 
is as long, on the average, as they ought to work. That number of days has not 
been reached in the past, but probably will 1 m* in the future. (519.) 

Mr. ( ikeknk, of the Audit Company, of New York, declares himself in favor of 
proper remuneration for anthracite miners, lie thinks that they should be per¬ 
mitted to organize unions, and that by conciliation between the unions and the opera¬ 
tors, with arbitration in ease of necessity, the conditions of labor should be fixed. 
(474.) 

6. Nationality of coal miners. —Mr. Stkarns, president of Coxe Bros. & Co., says 
that out of 3,250 employees of Coxe Bros. & Co. only 999 are American, while many 
of these are of foreign extraction. About 20 years ago all of the miners were 
Welsh, Irish, and German, with a few Americans and English. There were no 
Hungarians and Poles. Now most of the younger generation of the Welsh and Irish 
have left the mines. Their parents desire to give them better opportunities and 
Iwtter education. Austrians, Hungarians, Poles, ami Italians have come in and 
taken their place. 

Mr. Stearns says, further, that the proportion of foreign miners in the mines of 
Coxe Bros. & Co. is less rather than greater than the proportion in other mines. 
Coxe Bros. & (Jo. have retained many of their older miners because they have given 
them better treatment than is customary in the anthracite busineas. 

The witness declares that it is not true that foreign labor was imported by Coxe 
Bros. & Co. or that any of the anthracite companies have directly imported foreign 
labor. Tlie foreigners who have come from time to time have sent back word to 
their friends of the great improvement in their conditions here, and their friends 
and relatives have come to join them in droves. Before the foreigners became scat¬ 
tered generally in the coal fields this practice gave the appearance of importation. 

' The Poles ami Hungarians seem to show little disposition to become American 
citizens or to remain permanently in this Country. At election time both parties try 
to get them naturalized. During the strike of 1900 large numbers of these foreigners 
went hack to their homes, saving that they would return later on. They make 
enough at mining to enable them to become independent in their own countries. 
(595,596.) 

7. Employment of children in anthracite mines. —Mr. Hawakd says that the law of 
Pennsylvania prohibits the employment of children loss than 14 years of age in 
under-ground work. A few over that age are employed as door boys. (516.) 

VTII. REGULATION OF RAILROADS—INTERSTATE COMMERCE 
COMMISSION. 

A. Railway legislation generally.— Mr. Thomas, president o f the Erie 
Railroad, thinks that great caution ought to be exercised in legislation regarding 
transportation systems. The surplus wealth of the country is very largely invested 
in transportation, and it can not be unfavorably affected without injuring the whole 
country. The many owners of securities and the army of railroad employees must 
Ik) considered. The forces which have made this country able to transport freight 
chea|>er than any other country ought to be left chiefly to work out their own prob¬ 
lems without legislation or interference. (560.) 

Mr. SeniPP, banker, does not think our Government is adapted to become the owner 
of railroad and telegraph lines. He believes the silent laws of nature are better cor¬ 
rectives than any written laws can ever become, but it is the right, of the Government 
to regulate those concerns that exist as its servants. He has not given the matter 
of Government control of railroads sufficient thought to give any oefinite opinion as 
to its merits. (777.) 

B. Powers of Interstate Commerce Commission—Proposed 
amendments of law.— 1. General.— Mr. Wilson, of Cincinnati,declares that there 
is no remedy for discriminations between places by appeal to the Interstate Commerce 
Commission. All the commission can do is to develop the facts and announce its opin¬ 
ion, but it has no legal standing. The Western people are so thoroughly discouraged 



DIGEST:—INTERSTATE COMMERCE LAW. 


OLXVII 


that they do not care to pursue the legal remedy. The railways pay little attention to 
the decisions of the Interstate Commerce Commission, less in fact than they do to 
the decisions of the several State commissions. A smaller volume of business is 
affected by the purely local State lwards, and there is a closer intimacy between the 
managers of railroads and the State boards than between the railroads and the Inter¬ 
state Commerce Commission. Moreover, in some of the States the railroad commis¬ 
sions have the definite power to change rates. The selt-interest of the railways 
themselves will in time, perhaps, have some influence on the railways in opening a 
way into the South from the Western manufacturing centers. (690, 691.) 

Mr. Bacon, freight manager of the Michigan Alkali Company, believes that the 
Interstate Commerce Commission should be given added powers such as those pro¬ 
vided m the Cuilom bill. It should have power to control classifications and rates 
made by railroads, and by the joint traffic association for the entire country which is 
proposed by the witness' The fact that the Government gives to the railroads the 
rignt to condemn private property, tear down a man’s home, and that it grants 
them public, franchise's ami employs them to carry the public mails, gives to the 
(iovernment the right to demand supervision over the railroads. (76.) 

Mr. Jackson, a inemlier of the Massachusetts State board of railroad commis¬ 
sioners, says that lie does not see any reason why the powers of supervision possessed 
by the Massachusetts board of railroad commissioners should not be extended to 
the Interstate Commerce Commission. (See below, p. ci.xxin.) (848.) 

Mr. Da vast, commissioner of the Memphis freight bureau, believes that Congress 
should clothe the Interstate Commerce Commission with power to fix rates in correc¬ 
tion of discriminations between points, the rates fixed to remain in force until over¬ 
ruled by a court. The representatives of the bureau advocate the adoption of the 
Cuilom bill with a few changes. They do not desire, however, to enforce strictly 
the provision that no more shall be charged for a short haul than fora long one. 
The bureau also advocates the provision that the Interstate Commerce Commission 
may examine the books of railroads by means of common inspectors. (6.) 

Mr. Gkkenk thinks that the tendency toward railroad consolidation may make 
additional control by the Interstate Commerce Commission necessary, though the 
precise nature of such control he does not discuss. Railroads are willing to submit 
to reasonable scrutiny by the commission, but do not wish to be dictated to con¬ 
tinually. (478.) 

Mr. Giufkjtu, representing the Denver Chamber of Commerce, has no definite 
conviction as to the increase of the powers of the Interstate Commerce Commission. 
Ho says that Denver merchants think the commission ought to have more power, 
and would favor allowing it to approve rates promulgated in the first instance by rail¬ 
roads, but not power to lix the rates themselves at the outset. Conditions vary so 
materially that members of the commission who are not railroad men would he 
unable to determine properly what the rates should he. A rate that would be very 
extravagant in the East would not lie extravagant in Colorado. The witness also 
thinks that it would probably lie best for the decisions of the Interstate Commerce 
Commission not to go into force immediately in ease appeal were taken from them 
by the railroads. (857.) 

Mr. Wood lock, railroad editor of the Wall Street Journal, does not consider the 
Interstate Commerce Commission a very powerful body. He believes, however, 
that it has done a great deal of good in protecting the public against exorbitant 
rates. It has promoted free discussion and knowledge of the facts. This system of 
uniform reporting haH Ixxm advantageous. 

It is a fact that the Interstate Commerce Commission is without power to enforce 
its decisions if an appeal is taken to the courts. Mr. Woodlock Indieves that such a 
matter as the reduction of rates could hardly lx? delegated to any authority short of 
the Supreme Court. Indeed the witness will be sorry to see the power to fix rates 
in the first instance given to any public authority. It may be proj>er to regulate 
long and short haul rates, and to endeavor to prevent discrimination, but the deter¬ 
mination of rates generally is a matter which must be left to the railroad, since no 
other authority is competent. The only thing that finally must and should deter¬ 
mine rates is free trade in railroads, free construction, and competition, which will 
establish rates reasonable by their very nature. 

Mr. Woodlock does not tnink that the Interstate Commerce Commission should 
have authority to put its decisions into immediate effect when an appeal is taken to 
the court. 

The hearing of an appeal may last for months, and if the decision is finally in 
favor of the railroad, it has much less remedy as against the shippers than the ship¬ 
pers would have against the railroad. It is tme that it sometimes takes years to get 



OLXVIII INDUSTRIAL COMMISSION:—TRANSPORTATION. 


decisions through the Supreme Court, but the Supreme Court can not be hurried. 
(464,465.) 

Professor Riclhy says that a modification of the law so that the increase of stock 
by interstate railways would l>e prohibited without a governmental permit would 
give the Interstate Commerce Commission a certain control over the roads, inasmuch 
as the commission would have something which the roads wanted and which the 
commission alone could give. It might go far, therefore, to supply the present 
inability of the commission to prescribe what rates are reasonable and what are 
not. (306.) 

2. Rcte union of (he poteen of the Interstate Commerce Commimon. —Mr. Langley, of the 
Merchants’ Association of New York, says that the merchants would welcome some 
extension of the powers of the Interstate Commerce Commission. There should l>e 
power lodged somewhere that could take up questions of rates and determine what 
is reasonable. It is entirely optional now with the railroads, no matter how meri¬ 
torious a demand may !>o, whether they will pay any attention to it. The witness 
quotes from a statement of his made at the commerce convention in St. Louis some 
years ago, showing the position taken by that body, as follows, viz: 

“(I) That the interstate Commerce Commission should consist of at least 8 mem¬ 
bers, among whom shall be lawyers, railroad exports, and representatives of the 
shipping public; (2) that the commissioners should lie appointed to hold office dur¬ 
ing good behavior, as in the case of the United States Supreme Court; (3) that 
common carriers should be given tin* right to enter into agreements, approved by 
the commission, in respect to interstate commerce only for the purpose of carrying 
into effect the provisions of the act.” 

The witness approves of the general provisions of the Cullom bill. Consolidation 
or the community of interest of railroads will not necessarily relieve the public from 
the need of protection, though it may lessen the necessity. The community of inter¬ 
est would eliminate competition (which the witness regards as a dangerous thing in 
transportation matters) by grouping the roads together and practically making one 
road of all. At present the Interstate Commerce Commission does not seem able to 
enforce its orders. There is no encouragement- for the shipper to file a complaint. 

The commission inis on its docket numerous cases that have not I wen reached, 
some of which have been pending for years. He does not know that the delay 
is any fault of tin* law. Many cases arise, no doubt, where questions are \ery intricate 
and important, so that a decision may be difficult to reach. The witness submits 
a statement, read by him at. the Interstate Commerce Law' Convention, held at St. 
Louis for the purpose of taking action to secure the passage of the Cullom bill at 
the last session of Congress. Among other things suggested in this paper is that, the 
Interstate Commerce Commission should be removed from all suspicion of political 
influence, so that in the eyes of the public it may stand upon a plane similar to that 
occupied by the .Supreme Court of the United States, and to bring this about the 
writer suggests that a life tenure would lx* proper. 

As the railroads liecome more and more consolidated, the fixing of rates by these 
large corporations, to be approved by the Interstate Commerce Commission, will lie 
simplified. The Interstate Commerce Commission, in order to pass intelligently 
upon the subject of rates, must have an intimate knowledge of the rate question. It, 
is impossible for the commission to make rates. If, however, the commission should 
have a life tenure, and should be properly constituted the objections might be 
obviated. The power to change rates, which many people think the commission 
ought to have, is practically the power to make rates, and the witness would not 
want to have the jKnver to make the rates taken entirely away from the railroads. 
Referring to a remark made by a railroad president that he would rather have a place 
on the Interstate Commerce Commission, if he was venal and inclined to make money, 
than to have a free license to loot, the United States Treasury, the witness says that, 
the same remark might be made of the Supreme Court. Somebody must be trusted, 
and there is no reason why a man can not lie just as honest on the Interstate Com¬ 
merce Commission as he can on the Supreme Bench. The witness would make the 
Interstate Commerce Commission practically a judicial body. He would not ques¬ 
tion a decision or ruling of the Supreme Court on ordinary matters, but on the ques¬ 
tion of rates, where the facts are intricate, he would not give it such great weight. 

The desire of the witness is to give the commission power to disapprove a rate and 
prevent it from going into operation. This would practically be equivalent to the 
power to fix rates. Replying to the question as to whether putting a decision of the 
Interstate Commerce Commission into immediate effect, notwithstanding it may lx* 
appealed from, would induce great confusion, the witness thought it would not 
necessarily do so, and he does not think it would interfere with the steadiness of 
rates. (877-882.) 
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3. Rale-making power.—Sit. Wilson, of the Cincinnati Board of Trade, says that he 
recognizes a distinction between the [lower to prescribe rates in the first, instance and 
the power to approve those rates when promulgated by the railroads. The proper 
order of procedure should be that every railroad should promulgate its rates and 
Should have the right to enforce them until they are proven wrong, the burden being 
upon the party proceeding against them. It is a fair presumption that railway 
managers intend to make an equitable tariff, but they may err, and.should not have 
the authority to pass final sentence upon their own errors. In the winter of 1900 the 
railroad companies advanced rates throughout the Southern country from 25 to 50 
,, cr cent on about 30 ]>er eent.of the commodities that were shipped, thus levying an 
additional tax upon the people of several millions of dollars. In some instances this 
worked absolute oppression, prohibition, and destruction of business. Tho decision 
as to whether those rates should stand or not rested only with the railroads who 
made them. There was no other tribunal before which the matter could he brought. 
If the Interstate Commerce Commission, or some other representative of the Govern¬ 
ment, hail had the right to suspend those rates until they were shown to be justified 
it would have been very much better, (fflil), <19H.) 

Mr. ltU'i.KV says that the placing in tile bands of the Interstate Commerce Com¬ 
mission of the right to approve the rates of the different lines of railroads, without 
giving roads the right to pool, would not bring the redress that pooling would give, 
although it would be an advantage. It would not remedy the mil of umlerclassili- 
cation unless it included the right, of inspection. The right to pass upon rates should 
be given to the Interstate Commerce Commission, and would contribute toward 
the betterment of conditions. Whether the practice of rate cutting and personal 
discrimination, which can not be stopped by the railroads, could be stopped by an 
administrative body at Washington is a question. (290.) 

Mr. Teishkuu, secretary of the State Railroad and Warehouse Commission of 
Minnesota, thinks that the Interstate Commerce Commission ought to have tho [lower 
which bis ow n commission lias in its Stale- of regulating or reducing rates in certain 
instances upon complaint. It ought to lie able, after proper bearings, to adjust 
discriminations between localities and, perhaps, between commodities. It ought lint 
to lie empowered to make all rates. (372.) 

Mr. Thomas, of the Erie Railroad, is disposed to doubt whether the Interstate 
Commerce Commission has been of any benefit to the railroads or to the country at 
large. At the same time the recommendations of the commission have, in most, 
respects, been followed by the railroads. It. would not do to say that the commission 
has accomplished nothing. It affords an opportunity for those who think they have 
grievances to get. an investigation, and if there is a real grievance public opinion 
usually enforces the decision of the Interstate f 'ommerce Commission. 

Mr. Thomas does not think, however, that the commission ought to have the 
power to make rates or, what he considers practically tho same thing, to revise rates. 
It is not a safe thing to put into the hands of any five men the power of making rates 
in a country where industries are so diversified anti numerous as here, at, least, unless 
the members of the body are appointed for life, ft is not safe to allovy polities to 
interfere in the matter. There would lie no better opportunity for making money 
corruptly than would come to a member of the Interstale Commerce Commission if 
he had power to make rates throughout the country. The witness does not believe 
that Congress ever intended that the commission should have this power. (557,558.) 

Mr. McGovmtN, chairman of the Southern Classification Committee, thinks carriers 
ought, to be allowed to make their own rates, which of course should he reasonable 
in themselves. If the shipper docs not feel that he has been fairly treated, he ought 
to apical to the courts, amt the carriers ought to aid or assist through the medium 
of the State commissioners or the Interstate Commerce Commission by sharing the 
expenses of the suit. He does not believe the Government ought to lix the rates. 
“Thoseller fixes hiHprice. * * * If it isa yardof dry goods, them is no recourse. 
In the case of a common carrier there, is a recourse, because of the peculiar business 
or functions of the common carrier.” 

It is well settled that the rate must lie just ami reasonable, and that the courts 
have authority to determine whether it is just and reasonable, hut the shipper ought 
not to lie put to the sole expense of having it determined whether he is being fairly 
treated. Every private or corporate citizen ought to aid in maintaining a tribunal 
which would relieve the shipper of the burden and cost of having that, case 
determined for him. "I can not distinguish between the power to make rates and 
the power to make property unprofitable;” hence the State ought not to have power 
to fix rates for the transportation of [leople or articles. Capital invested in railroad 
business ought to have the same latitude as capital invested in any other kind of 
business, except that the carrier ought to he made to fix its rates at fair and reason¬ 
able figures, to be determined by the courts if disputed. There is a distinction 
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between Baying that the State ran fix the rates and saying that the courts can 
determine whether the rate is fair and reasonable. (065-668.) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, thinks that to submit the rates of the railroads to the Interstate Commerce 
Commission for approval would be to submit the work of experts to those who are 
not experts in that particular line of business. It would l>e a most gigantic under¬ 
taking to supervise and examine the rates made by all the railroads of the country. 
(620.) 

Mr. Stubbs, of the Southern Pacific Company, thinks that the Interstate Com¬ 
merce Commission has all the power it needs to enforce the law if it would only 
exercise it. He holds that it would be dangerous for the commission to oppose the 
general rate-making power and that its attitude in opposing the legalization of pool¬ 
ing in order to compel the railroads to consent to an increase of this power is to be 
condemned. (766.) 

Mr. McGovern testifies that it would not be possible, in his opinion, for the Inter¬ 
state Commerce Commission with its present, functions to be also a court of final 
resort on the question of railway rates, nor would it be best for the decisions of the 
commission to stand on the (mention of rates until reversed. It is not right to 
assume that the railroads will do wrong pending the final decision of a case in the 
courts. (685.) 

Mr. Wilson says that the board of trade at Cincinnati recommends the passage of 
the Culloin bill or some like measure. The most important matter is to amend the 
law so that the party complaining of a decision of the commission must appeal to the 
courts. The finding of the commission should lx* regarded as prima facie correct, 
and its decisions should stand upon the same basis as the decisions of the courts— 
that is, they should be binding until reviewed by the courts upon an appeal taken 
by the party against whom it is rendered. 

It is now the duty of the Interstate Commerce Commission to apply to the district 
attorney and request him to bring a suit to enforce its order. This is a “lop-sided 
way of getting at justice.” Formerly, when complaints were made to the Interstate 
Commerce Commission against the railways no defense was even made to the 
charges, but since the courts have decided that the railroads must very clearly show 
the necessity of taking further testimony than that taken before the commission 
they now make their defense Indore the commission in the first instance. The evi¬ 
dence taken before the Interstate Commerce Commission is regarded in the courts as 
prima facie evidence of the facts therein stated. (690, 698.) 

Mr. Haddock, independent anthracite coal operator, says that it has l>een a mat¬ 
ter of profound regret to the indejxmdent operators that the interstate-commerce 
law did not give effective control over rates to the Interstate Commerce Commission. 
The law merely made the decision of the commission evidence when the matter was 
taken into the courts and gone all over again. The witness would favor an amend¬ 
ment making the decisions of the Interstate Commerce Commission operative j>end- 
ing appeal. He also favors the Cullom bill generally. (534.) 

Mr. Wheeler declares that San Francisco jobbers and shippers generally think 
that the Interstate Commerce Commission ought to have added powers, and’in par¬ 
ticular that it should be able to enforce its rulings pending appeal. The burden of 
appeal should be placed upon railroads, while at present the Interstate Commerce 
Commission is compelled to go into the courts to enforce its decisions. (745.) 

Mr. Stubbs, of the Southern Pacific Company, thinks that the Interstate Commerce 
Commission ought to make every endeavor to reach a speedy decision as to cases 
brought before it. lie thinks, however, that in most instances the commission has 
been prompt enough in making decisions. In some cases it has delayed a consider¬ 
able length of time, but the questions coming before it are very far-reaching, and a 
single decision may affect the entire country, so that grave consideration is necessary. 
(766.) 

C. Inspection and regulation of railroad accounts.— Mr. Greene, of 
the Audit Company of New York, thinks it proper to require a greater degree of pub¬ 
licity of the affairs of railroads than would be feasible m the case of manufacturing 
and other corporations which have competitors who might profit by the information 
thus published. There is no danger that a railroad which shows its accounts will 
thereby promote the construction of a competing road or otherwise benefit compet¬ 
itors. Tne witness is disposed to favor more thorough governmental control of the 
accounts of railroad companies. He thinks, however, that the officers of the Interstate 
Commerce Commission ought not to be given authority to examine the accounts of 
railroads in person. There would constantly be a suspicion of political influence. 
It would be better for the Government to require that the accounts of railroads 
should be audited and examined from time to time by expert disinterested auditors, 
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such as, for example, the Audit Company of New York. The name* of these auditors 
should be filed at Washington, and they should perhaps be required to give bond 
fur the correetness of their reports. The responsibility of alien auditors and the 
fear of losing business in case of fraud or error would lie the ehief safeguard as to the 
correetness of their work.’ The nature of the information to lie required would lie 
prescribed by the Interstate Commerce Commission. The witness believes that tile 
uniformity of accounts already required by the Interstate Commerce Commission is 
advantageous. 

One reason why, in the opinion of Mr. Greene, such private inspection would lie 
superior to that of Government officials is on account of the difficulty and delicacy 
of the work. For instance, it is extremely hard to determine in many eases whether 
a corporation is solvent or not. The examination which the witness suggests would 
he much more difficult and tiiorougti than that which national-bank examiners give 
to tanks. It is a relatively easy matter to determine whether n hank is solvent 
(479-481.) 


Mr. Rice, a hanker and railroad officer, does not think that, the existing laws fur¬ 
nish any adequate safeguard to investors in railroad corporations. At the time when 
the witness investigated the affairs of the Reading Railroad, after the bankruptcy of 
1898, he drafted a bill, which was introduced into Congress, for extending the powers 
of the Interstate Commerce Commission to prevent frauds on stockholders. The 
chief object was to provide for the examination of railroad accounts in the same wav 
as those of national banks are examined. Tile one method of inspection is as easy 
ns the other. All railroad reports go into great detail, ami it is perfectly proper that 
railroads should he. examined by the United States officers to see that the reports 
give correct figures, and especially to sec that they are not misleading as to the true 
conditions. Such an investigation would show whether the various credits ami earn¬ 
ings had a substantial basis. The Interstate Commerce Commission is the proper 
authority to be given control of the accounts. (741.) 

Mr. Rice, speaking in part from the experience of the Reading Company, declares 
that there is danger to the solvency of the railroads from the practice of making loans 
anil advances to leased lines. The Pennsylvania Railroad, itself only 4(10 miles long, 
limy lease many other roads and obtain ail enormous system. It may find that, some 
111 the roads thus acquired need money for development, and the' money will he 
ad winced to the leased line and will stand on the books of the railroad as an asset or 
surplus. It mav he that the leased line will he unable to return the money on de- 
niand and the lessor will incur the danger of bankruptcy if pressed for payments. 
The 1 hiladelphia and Reading Railroad prior to its bankruptcy not only nad made 
cash advances to leased roads hut the affiliated eoaI company was largely indebted 
to it. The coal company was supposed to pay the regular rate of freight. It did not 
have the required cash to pay because it could not sell coal at sufficient profit. The 
railroad treated the money due from the coal company as earnings, as an available 
asset, but when it was found that the coal company did not have the money to pay 
the default was exposed publicly. It is possible for corporations having other c<>rpo- 
rations subsidiary to them to make misleading returns regarding assets and returns. 

( to\), 740.) 

Professor Adams, statistician of the Interstate Commerce Commission, thinks that 
the federal Government ought to assume a more complete control of the accounts of 
railroads, the railways themselves have been brought to see, through the agency 
of the Interstate Commerce Commission, the desirability of uniformity in accounts 
ol operating expenses. They, as well as the State commissioners, have helped to 
work out a uniform system of such accounts; but it lias been very difficult, to go 
further in the direction of uniformity than the operating accounts. It seems to manv 
that it might be advisable to establish a bureau of statistics and accounts, with some¬ 
what the same relation to the railroads that the office of the Comptroller of (lie Cur¬ 
rency has to the national banks. It seems to Mr. Adams that if the Interstate Com¬ 
merce Commission and the State commissions are to perform the duties imposed upon 
hem they must have access at first hand to the books of the companies. Each of 
these commissioners is in a sense the director representing the public interest in 
those corporations. He ought to have a voice in the administration of them. The 
M. Louis convention of State railroad commissioners approved such a policy, though 
by a rather dose vote. The law gives the Interstate Commerce Commission a right 
to demand uniform reporting and to ask for special information; but that is quite a 
flitrerent thing from a regularly established system of inspectors, who should see that 
me books of the railways were kept according to the principles laid down. 

the railroads would object to such a law, perhaps, because they would think it an 
invasion of their rights. They might also feel to some extent that it would lead to 
tne escape of secrets of administration. The railroad men say, also, that the same 
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rule of accounting does not apply to all conditions, and Mr. Adams supposes “the 
most common objection would be that they can not trust the public officials when 
they get hold of them.” On the other side, the great ad vantage of uniformity of 
accounts is that after a person has gone to the trouble of studying in detail the 
accounting of one system the accounts of all the roads in the United States are at his 
disposal and lie can understand them. When one saw a total one would know the 
meaning of it without going through the whole mass of figures; while now, there 
being no guaranty of uniformity, a man can never tell, even though he is acquainted 
with a system of accounting, what a given total means. (384, 1185.) 

Mr. Nichoixon testifies that the Interstate Commerce Commission has mapped out 
the line for the general exhibts of the operation of the railway companies, but below 
that come the. various traffic accounts which lead up to those figures, and there is 
no uniformity in the methods. The (Central Railway Clearing-House has to take care 
of 12 different systems of accounting ami make its record fit the ideas of the indi¬ 
vidual companies. The Interstate Commerce Commission has done effective work 
toward securing greater uniformity of accounts than previously existed. The various 
roads make reports to the commission, which are full and complete and from the 
schedule prepared by the commission. The system of accounting prescribed by the 
Interstate Commerce Commission is fully in accord with the forms adopted by the 
Society of Railway Accountants. There is perfect harmonv existing between them. 
(727,730.) 

Mr. WooniiOCK does not think that it would l>e practicable for the Interstate 
Commerce Commission to inspect and audit the Iwjoks of railroad companies. This 
is no longer necessary for the purpose of discovering rate discriminations, since these 
practically do not exist. (404.) 

Mr. Se n iff, banker, says that the question of public examination of accounts of 
public utility corporations is such a large one that lie does not wish to express any 
detinite opinion concerning it. Any dishonest action on the part of railway corpo¬ 
rations should be made punishable by law. There is ample legislation for this, and 
all that is necessary is a proper enforcement of the laws. He knows that no divi¬ 
dend has ever been declared by any of the corporations with which he is connected 
that has not been earned, and he can not point out a board of directors which has 
declared dividends that have not been earned. There would be some difficulty in 
making a director personally responsible for any misstatement in respect of the con¬ 
dition of the property he represents, and it could not lie done except in the case of 
gross frauds. It would be very wrong to declare a dividend that has not been act¬ 
ually earned, if a reserve does not exist, and it would lie decidedly wrong for a rail¬ 
road to declare a dividend and almost immediately thereafter go into the hands of a 
receiver. (773.) 

D. State railroad commi§NioiiM and regulation!*.— 1. Uailroadandume- 
home commission of Minnesota. —Mr. Teisbeko, secretary of the State railroad and 
warehouse commission of Minnesota, says that the law of 1885, which created the 
commission, made it an advisory body without power directly to lix rates. It could 
only recommend to the railroaas any changes it thought proper. In 1887, however, 
a new act was passed, based on the bill to regulate interstate commerce, which was 
then pending. Much of it is in the same words as the interstate-commerce act 
adopted in 1887. There are some exceptions. One is that the State act permits the 
railroads to issue free passes to whomsoever they please within the State. The act 
empowered the commission to fix or change rates made by the railroads. Under this 
power they reduced certain switching rates from $1.50 and $2 per car to $1 per car. 
They also reduced the rate on milk from 3 cents for 10 gallons to 2J cents for 10 gal¬ 
lons for distances up to 75 miles. The railroads did not obey, and mandamus pro¬ 
ceedings were instituted. The State supreme court decided that the intention of 
the legislature whs to make the decision of the commission final and conclusive as 
to what are equal and reasonable charges, and that this law was constitutional. The 
United States Supreme Court, on appeal, holding itself bound by the decision of the 
State court so far as the interpretation of the intent of the legislature was concerned, 
held that the law as interpreted by the State courts was unconstitutional, because it 
deprived the company of its right to a judicial investigation by due process of law, 
and substituted therefor, as an absolute finality, the action of the railroad commis¬ 
sion, which, in view of the powers conceded to it by the State court, could not be 
regarded as clothed with judicial functions or possessing the machinery of a court of 
justice. The next legislature, which met in 1891, amended the law to meet the objec¬ 
tions of the United States Supreme Court. The amended act provided for the mak¬ 
ing of complaints in regard to the rates by any person or corporation or munictpalty. 
The commission had power to investigate, giving the company due notice, ana pro¬ 
ceeding as far as possible in the manner pursued in such cases in a court. The first 
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and perhaps the most important case that came before the commission under this 
amended law was the question of grain rates from the Red River Valley to Minne¬ 
apolis and Duluth. In 1894 the commission made its order reducing these rates 
about 12$ per cent. The railroad company appealed to the district court, where the 
case was tried de novo. The State undertook to show what would be the cost of 
reproducing the railroad, and what the earnings of the road for several years had 
k-en upon grain traffic, with a view to proving that the rates fixed by the commis¬ 
sion would give the road a fair income upon the cost of reproducing the road at that 
time. The decision of the district court was adverse to the commission. The 
supreme court of the State reversed the district, court, and held that the question 
whether the rates fixed by the commission were unreasonable and confiscatory was 
to lie determined not with reference to the amount of the fixed charges of the row! 
nor to any other basis of cost than the cost of reproducing the road at the present 
time. The ease was sent back to the district court, but was never heard again there, 
perhaps because the Great Northern Railway Company had completed a short lino 
from tlie Red River Valley to Duluth, decreasing the distance, and had thereupon 
established rates which, in some instances, for the longer distances, were lower than 
the rates ordered by the commission. The adoption of these rates by the Great 
Northern of course compelled the Northern Pacific to adopt the same rates on its line 
through the same territory. 

In 1897 the law was again amended so as to permit the railroad commission to pro¬ 
ceed to tlie investigation of rates ui>on its own motion. Up to that time a complaint 
had been necessary. Under the new law the commission investigated the reasonable¬ 
ness of the. rate on hard coal from Duluth to New Ulm over two lines of railway, and 
proceeded to fix a joint rate, and when the two roads refused to divide that rate pro¬ 
ceeded also to determine the division. In this ease the question was as to the power 
of the commission to make joint rates. This power was sustained by the State courts, 
and the case is now pending before the United States Supreme Court. A power 
closely connected with this is that of compelling two roads which cross each otner at 
grade to put in a Y connection for the transfer of traffic from one road to another. 
This power has been sustained by the United States Supreme Court. (361, 363.) 

2. MamwhuHi'lts Hoard of Railroad Commiwonm .— Mr. James F. Jackson, a mem¬ 
ber of the Massachusetts State Board of Railroad Commissioners, says that that com¬ 
mission was founded in 1869. It is made up of 3 memliers, one of the members 
being familiar w ith questions which affect trade and commercial interests, another 
member being familiar by experience with railroad construction and railroad opera¬ 
tion, and the third being a lawyer. (841,842.) 

Mr. Jackson says that this Massachusetts board of railroad commissioners has 
general supervision over all the railroads and street railways within the State and 
matters are continually referred to it by the legislature. It has both mandatory and 
advisory powers. It lias absolute control in respect to questions concerning grade 
crossings of railroads and highways, of railroads and railroads, and of railroads and 
street railways. It has the power of approval in resjK'ct. to the safety appliances of 
railroads, and the road is obliged to accept the judgment of the commission as final. 
It has the power to fix the price of stock in cases of purchase. If an issue of stock 
is authorized and the purpose is proper, and the amount is a proper amount, the 
commission fixes the value at which the stock shall lie offered to the original stock¬ 
holders. The new stock may be paid in at a different rate from that of the original 
issue. The hoard also has authority to pass on the propriety of the building of new 
railroads. Ah yet it has not that power in respect to the building of street railways, 
though there is a bill before the legislature which provides for that. The books of 
all railroad companies are open to the inspection of the board at any time. The 
board examines the annual reports of the railroads, which reports are made upon a 
prescrilied system, and from time to time the roads are requested to furnish the 
board with the facts and figures that are set out in their 1 looks. It has never been 
the practice of the board regularly to audit the books. 

The board has advisory powers in respect to questions of rates, both passenger and 
freight rates. It does not fix rates, but merely supervises them. It does not seem 
desirable that the board should have the power to fix rates. It does, however, exer¬ 
cise a very material influence over rates. The railroads are not bound by law to 
follow the recommendations of the board in respect to rates, but, as a matter of fact, 
during the history of the board it has lieen only in exceptional instances that either 
the public on one side or the railroad or street railway corporation on the other 
has disregarded the recommendations of the board. Duringtlie last year and a half, 
during which time Mr. Jackson has been a member of the board, the railroads have 
conformed in every case to the board’s recommendations. Occasionally, when the 
recommendations of the board have been in support of the railroads, there has been 
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some criticism on the part of the public, but not very much. In a few instances 
there has been an appeal to the legislature, and some legislation. It has been gen¬ 
erally true that when the appeal has been made to the legislature the legislature has 
sustained the board. The recommendations of the board are observed probably 
because of the feeling that the subject-matter has been carefully investigated, and 
an attempt has been made by 3 persons representing both sides to reach a just 
conclusion, and because of the feeling that unless the recommendation is such as to 
warrant an appeal to the legislature it is practically final. The control of the board 
in financial questions lias probably strengthened it in making recommendations in 
respect to other matters. The board’s control is practically limited to incorporated 
companies. So far as appears, however, there has not been any disposition to evade 
the control of the boant by the formation of unincorporated companies. 

The feeling in favor of the board has grown stronger and stronger on the part of 
the people, ami many formerly opposed to the board admit that the security of rail¬ 
way stocks has been affected by it for the benefit of the railways and the benefit of 
the ]>eople. 

Last year the hoard had presented before it over 300 matters, involving hearings 
almost every day. (842,848.) 

3. I'alifnrnm railroad commission. — Mr. .Stubbb, of the Southern Pacific Company, 
says that the California railroad commission, under the constitution of that State, is 
supposed to have power absolutely to fix railroad rates, although the Southern Pacific 
Company would not be willing to recognize that such a povvercould he conferred by 
a Slate constitution. The commission has from time to time caused considerable 
reduction in local rates. It undertook to reouire a general reduction in the rates on 
grain to the seaboard and the matter was filially compromised in 1893 or 1900 by an 
agreement on the part of the railroads to reduce rates about 8 per cent. The witness 
thinks that the commission has been useful. It approves all tariffs. It has not been 
confiscatory in its actions and for that reason someof the people condemn it. ( 767.) 

4. Grade nnmvgt.— Mr. Teisberg, secretary of the State railroad and warehouse 
commission of Minnesota, says that his State has not given much attention to the 
protection of life and limb at railroad crossings. There is a law requiring that where 
two railroads cross each other trains must come to a full stop unless interlocking sig¬ 
nals are provided and approved by the railroad commission. Such signals are now 
becoming very common in the State. (363.) 

Mr. Jackson, a member of the Massachusetts State hoard of railroad commis¬ 
sioners, says that, in Massachusetts the abolition of grade crossings has been under¬ 
taken. Under a statute passed in 1890 the railroad pays 65 per cent of the expense 
of abolishing grade crossings and the State and the city or town together pay th6 
other 35 per cent. The board has made a special investigation into the question 
whether the street railways should not hear a part of the expense where they cross 
railways, and has decided that they should. The legislature is now at work on a bill 
in response to that decision. (843.) 

E. Departments of eommercc and transportation.— Mr. Bacon, of 
the Michigan Alkali Company, believes that there should he two new government 
department!! of transportation and commerce, respectively. He thinks that these 
interests are so great that a single department would not" he sufficient to supervise 
both of them. (77, 80.) 

F. Regulation or ruilrond construction (see also under Paralleling, 
p. xciv) .-Mr. Woodcock, railroad editor of the Wall Street Journal, asserts that the 
English law'and the Massachusetts law, regarding the establishment of railroads and 
their capitalization, tend to protect the nulroad companies more than the public. 
They practically prevent the construction of competing roads when there is a suffi¬ 
cient numtwr of roads already to accommodate business. The witness believes that 
this is a wise policy, hut does not think that shippers ordinarily believe so. The 
Interstate Commerce Commission has always looked solely to the interest of the 
shipper; it has restricted and restrained the railroads and not protected them at all. 
(460, 462.) 

IX. WATER TRANSPORTATION. 

A. General relation to rail transportation (see also as to effect on long 
and short haul rail rates, pp. cv-cxvi).—l. Interaction of water and rail transporta¬ 
tion, pp. cv-cxvi).—Mr. Anderson, secretary of the Chamber of Commerce of Pitts¬ 
burg, says that water routes should not be regarded as rivals of rail routes in an 
injurious sense. On the contrary, the construction of water routes, by enabling the 
cheajier commodifies to 1* carried in great quantities at low cost, would create an 
additional need for railroads to carry the more expensive commodities and to carry 



DIGEST:—-WATER TRANSPORTATION. 


OLXXV 


passengers. This has been the experience of the continent of Europe, where the 
improvement of waterways has been carried far beyond any tiling that we have 
dreamed of. The more waterways the more railroads, and the greater their profits. 
The eheap transportation of ore on the Great Lakes has added immensely to the 
business of the railroads which transport the products of the ore. But for water trans¬ 
portation the Lake Superior iron ore would have remained in the earth, and tho 
great industries that are founded on it could not have been established. But for 
those industries the railroads could not have approached their present prosperity. 
The industrial supremacy which this country is acquiring depends largely upon its 
cheap coal, and that a?ain depends upon cheap transportation. Improvement of the 
waterways, which shall permit coal to be delivered at trifling cost to industrial estab¬ 
lishments, will vastly increase the business of the railroads as well as tho general 
prosperity. (639, 642, 645, 646.) 

2. Influence of water on rail rotes.— Mr. Mark iiam, after speaking of the influence of 
the Mississippi (seep, clxxxvii), adds that the rates on traffic east of the Toronto- 
Buffalo-Pittsburg line destined to the Southern States are affected by the coastwise 
ocean carriers.—The Great Lakes, the St. Lawrence-River, and the Erie (’anal domi¬ 
nate the rail-carriers’ rates on traffic between the Eastern and Western States in a 
similar manner. The rail rates are first adjusted between Chicago and New York in 
competition with the lakes and canal, and Philadelphia, Baltimore, Newport News, 
and Norfolk then claim less rates by reason of less distance from the West than New 
York. Inland towns in States bordering on the lakes take proportionate rates with 
those from Chicago, according to distance from New York, which virtually means 
that every point in the lake States enjoys the full benefit of the lake and canal com¬ 
petition on seaboard business. 

On transcontinental traffic the Atlantic and Pacific oceans govern the rates. Rates 
by rail from New York to San Francisco are measured by those made by ocean 
steamers via the Isthmus to San Francisco, and by competition the western railroads 
have been compelled to make, the same rates to tbe Pacific, from all the inland terri¬ 
tory as are made from New York. The rates which the American railroads make 
from the Pacific coast to the Atlantic seaboard on goods to or from China, India, and 
Japan are even governed by the ocean rates made via the Indian Ocean and Suez 
(’anal. 

“The power of the railroads to enforce any given rates is circumscribed by the 
water carriers, and the maximum they can charge is prescribed by the rivers, lake 
and ocean carriers.’’ The competition between railroads themselves, demands of 
rival towns, and other influences may reduce the rates lielow the figures made neces¬ 
sary bv water competition, but the maximum rates are governed entirely by charges 
made by the river, lake and ocean carriers. (428-430.) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, says that there are rail-and-lake lines between Baltimore and Chicago and 
other northwestern points during the lake season. They are more circuitous than 
the all-rail lines ana are allowed by the general agreements of the roads to make 
somewhat lower rates. (614.) 

3. Magnitude of lake and river traffic. —Mr. Anderson says that the Great Lakes 
transport over 25,000,000 tons of freight annually, the greater part of which, the Lake 
Superior ores, are carried at a cost of half a mill a ton a mile. Over 30,000,000 tons 
a year are shipped on the streams of the Mississippi Valley. Of this amount some 
17,000,000 tons originate on the Ohio River. (638, 646.) 

B. Atlantic coatilwiftc transportation (see also as to effect on long and 
short haul rates, pp. cvnff).—1. Old Dominion Steamship < bwpawy.— Mr. Guillaudeu, 
president of the Old Dominion Steamship Company, testifies that that company was 
organized under the laws of Delaware in 1875, and operates freight and passenger 
steamers from New York to various points in the South. It has subsidiary lines to 
many points in the Chesapeake Bay country and to the North Carolina coast. It 
has both freight and passenger connections with all the great railroad lines out of 
the Virginia ports, chiefly the Norfolk and Western, the Seaboard Air Line, the 
Atlantic Coast Line, the Southern, the Chesapeake and Ohio, and the Norfolk and 
Southern Railway. The great bulk of its business on the main line from New 
iork to Norfolk, Portsmouth, Newport News, and Richmond is freight, but it has 
an extensive passenger business. The company operates 6 ocean steamers, 12 subsid¬ 
iary steamers, and between 35 and 40 harbor craft. (442,443.) 

TJjj 3 capital stock' of the Old Dominion Steamship Company is $1,250,000 and it has 
*b |’ f ®00 of outstanding 6 per cent bonds. (450.) 

-• Merchants and Miners ’ Transportation Company. —Mr. Daniel H. Hayne, general 
solicitor of the Merchants and Miners’transportation Company, says that that com¬ 
pany was incorporated by the general assembly of Maryland on April 24,1852; that the 
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first trip made was from Boston to Baltimore, December 28, 1854. In 1867 steamers 
were run from Boston to Norfolk, thence to Baltimore and return. In January, 1859, 
a line from Providence to Baltimore was started, but only ran a short time and was 
revived in 1878. The Baltimore-Savannah line was purchased in 1876, and the 
Philadelphia-Savannah line was incorporated in October, 1900. The line maintains 
15 steamers, with a net tonnage of 23,868 tons and a gross tonnage of 33,553 tons, and 
touches Boston, Providence, Norfolk, Baltimore, Philadelphia, Newport News, and 
Savannah. (413.) 

3. Control of steamship linen by railroad*. — Mr. Talcott, assistant to the president of 
the Seaboard Air Line, says that the Old Dominion Steamship Line connects with 
the Seaboard Air Line, the Atlantic Coast Line, and the Southern Railway Company, 
and that all three of those companies are interested in the steamship company. The 
Southern and the Seaboard Air Line have eachalineof steamers running*from Balti¬ 
more to Norfolk. The Ocean Steamship Company, running to Savannah, has always 
been controlled by the Georgia Central. The Clyde lines, however, are entirely 
independent. (628.) 

^ Mr. GuiUjAUdeu states that the Ocean Steamship Company of Savannah and the 
Cromwell and Morgan lines to New Orleans, as well as the Chesapeake Bay lines and 
most of the Eastern lines from New York, were owned and controlled by railway 
companies. His understanding is that the Merchants and Miners’ Company, the 
Mallory Company, and the Clyde Line have no railroad ownership, but have a largo 
affiliation with railroads in the sense that a large proportion of tneir business is in 
connection with railroads, and they have close working and traffic alliances with the 
roads. The Old Dominion Line operates as a water line primarily, but has railroad 
alliances w hich are necessary to the growth of its business. The chairman of the 
board of directors of the Norfolk and Western road, the president of the Seaboard 
Air Line, and the president of the Southern Railway are on its board of directors. 
The majority of stock of the company is held by these railway interests. This rail¬ 
road interest has existed for 20 years' (442,433,444.) 

Mr. Wilson, of the Cincinnati Board of Trade, says that the Ocean Steamship 
Company is owned by the Central Railroad of Georgia, and that the other coastwise 
lines, with a few exceptions, are owned largely by the other Southern railways. This 
community of interests result in very little competition in fact between the Eastern 
transportation lines. Themembersof theSout hern Rail way and Steamship Association 
generally claim that the tramp steamers compete \ery largely with the other trans¬ 
portation companies, but the witness-thinks the competition of tramp steamers for 
regular trade is not severe. It is more for specialties. (689.) 

Mr. McGovern, of the Southern Classification Committee, says that the rail lines 
operating from Norfolk and other ports own a large portion of the stock of some of 
the coastwise steamship lines. The Ocean Steamsnip Company to Savannah is con¬ 
trolled -by practically the same interests as the Central Georgia Railroad. The Ches¬ 
apeake Steamship Line from Baltimore is the same as the Southern Railway. The 
Baltimore Steam Packet Company is controlled bv the same interests as the Seaboard 
Air Line. The Clyde Philadelphia Line, the Old Dominion Line, and the Merchants 
and Miners’ from Boston are trunk lines, and the rail lines leading from Norfolk, 
from good traffic reasons, would want to ha\e an interest in, and the witness believes 
they do largely control, those lines through stock ownership. (663, 664.) 

4. Hate making and competition mth railroads. —Mr. Gcillaudeu states that his 
company is not a member of the Associated Railways of Virginia and the Carolinas, 
but is a member of the Southeastern Freight Association, which is a wider organiza¬ 
tion. This association is a common bureau, through which the rates of all lines par¬ 
ticipating in competitive business are arranged. The association does not fix rates 
arbitrarily, but each company had a right to arrange its own rates, concessions, of 
course, very often being necessarv. 

The principle has been adopted of granting a differential to the rail-and-water lines 
as compared with the all-rail lines. In no case is the differential made wide enough 
to attract any commodity; it simply gives a fair result to the shipper. The differen¬ 
tial between New York and Richmond enjoyed by the Old Dominion Line against 
the railroad carriers is 5 cents on first-class freight and 1 or 2 cents on sixth-class. 
There is no such differential between New York and Norfolk. 

The origin of the difference between the rates, both by vessel and by rail, from 
Northern points to Norfolk and to Richmond is the old steamer scale of rates. Steam¬ 
ers in order to reach Richmond touch at Norfolk and then go up the James River 
120 miles. Recently the Old Dominion Company has adopted the policy of making 
the rate the same from New York to both these cities, because of the distributing 
competition between them. It could lie fairly claimed that because Norfolk is 
nearer the sea than Richmond there should be a difference of rates on the merits of 
the case. 
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The system of prorating between different carriers on through shipments is ordi¬ 
narily based on tne distance carried by each link in the line. Where the distance is 
by water it is on an estimate of two for one; that is, the expense of water carriage 
for an equal distance is counted about one-half that of the all-rail carriage. The other 
Atlantic coast lines use that same basis. In some instances, where the water lines are 
short, the basis becomes unfavorable to those lines, and hence an allowance is made 
for extraordinary terminal expenses. In prorating from New York to Norfolk or 
Richmond there is very little difference in respect to local or through freight, the 
proportion of distance carried generally fixing the percentage. The old principle of 
rate making for through business was to add together the local rates between the 
points on the line of through traffic. Now other elements have entered into the 
question of rate making, and those considerations are not given much prominence. 
Rates are not made by the cost of doing the business, but by other considerations. 
(443-447.) 

Mr. Guillaudeu states further that there is a genuine competition between the 
coastwise steamships and the north-and-south railroads reaching the coast points. 
On business through these ports to the interior the competition is rather between the 
water lines and their rail connections and the all-rail lines to the ultimate point in 
the interior. When rates are made, there is an allowance in the nature of a differ¬ 
ential to the rail-and-water lines; the theory is that this route has certain disabilities, 
the most important of which is the breakage of bulk at the point of transfer; secondly, 
the marine risk and danger of damage; and, third, the infrequency of sailing and the 
longer intervals between movement. (444.) 

Mr. (Juillaudeu states also that coastwise lines are out of certain kinds of business, 
notwithstanding lower rates; that in the great development of the Southern cotton 
mills the transportation of much of the cotton-mill machinery is now going by the 
all-rail lines, because of its delicate character, and because there is no break in the 
transit to inland points. (444.) 

Mr. II v yne says that his experience is not sutlicient to give any very just estimate 
of the extent of competition of the railroads with the coastwise steamers. There is 
a certain amount of business which goes naturally to the boats, because of the lower 
rates The principal conq>etition that the coastwise steamers suffer is with the sail¬ 
ing vessels. The only fair comparison that could be made would be of the fixed 
rates of the rail lines with the basing rates of the steamship lines, but as a compara¬ 
tively small portion of the business is handled by the steamship lines on these basing 
rates the comparison would he misleading. The steamship lines are obliged to 
handle a great portion of their business on commodity rates made to meet the exi¬ 
gencies of the case. 

There are other coast-lines under the control of railroads, but the W'itness under¬ 
stands there is no discrimination in their favor by the railroads. Sometimes vessels 
require a certain amount of ballast, and if the vessels were light they would carry 
freight at a very low rate. There is a water differential in favor of the water line; 
the water lines are required to carry marine insurance, which the railroads do not. 
The Merchants and Miners’ Company does not carry any coal. It carries some fruit 
and vegetables and lumber. (418-420.) 

Mr- Jdayne states that lie is not familiar with the revenue features of the coastw ise 
trade, but he believes that it is prosperous; his company lias paid dividends regu¬ 
larly. New vessels of his company have been Imilt, both from funds derived from 
^ stock and from earnings. The volume of trade is increasing. 

(423.) 


Mr. Griswold, general freight and passenger agent of the Western Maryland Rail¬ 
road, says that rates to Southern points by coast steamers and by rail from the South- 
ern ports to interior points are lower than all-rail rates from Baltimore. These 
(tmerentiaiH were allowed because it. was claimed that shippers by water liad to 
insure their freight, and that the time was slower. Now the water lines bear the 
insurance, and they make about as good time as the rail lines. Mr. Griswold does 
/ao i therefore, that these differentials ought, to lie allowed any longer to exist. 
(o21.) 

Mr. McGovern, of the Southern Clarification Committee, testifies that the steam¬ 
ship rates from New York to tile Southern ports are less than tile all-rail rates to 
the same ports, There is a fixed differential in favorof the steamship lines. Steam¬ 
ship companies do not consult anybody about their rates, and they are not subject to 
the jurisdiction of the Traffic Association. The all-rail lines put in rates as low as 
?°i bnt y 0811 not nieet the steamship rate. The differential is fixed bv 
agreement from time to time by the coastwise lines ami their competitors of the 
A 1 l f clatlou ; The present differential begins at 12 cents on first class. At 
one time it was only 6 or 8 cents. 


16 a- xn 
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Despite the fact that many of the steamship lines are affiliated in ownership with 
the railroads, there is the same competition between them and railroads as between 
the different rail lines. The policy of the Jai^e trunk lines of the East reaching into 
Southern territory is to be neutral. There is a friendly interchange of business at 
the competitive joints. There ought not to be much difference between ail-rail from 
New York to Richmond and all-rad to Norfolk. (663-665 .) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that when 
he had direct knowledge of conditions prior to ten years ago there was competition 
between the steamship lines and the railroads in the Southern territory, even for 
business from the West. The joint rates made by the central trunk lines and the 
coastwise steamships were controlling factors in rail rates for Western business to the 
South Atlantic ports, and to some extent to inland points. The through rate from 
Chicago to Savannah and Charleston, for instance, was fixed by rates male by the 
trunk lines and the coastwise steamships. Augusta was affected because there was 
a regular line of boats up the Savannah River, to it. (627, 628.) 

6. Differentials by water route—Denver.— Mr. Ukiffitii, representing the Denver 
Chamber of Commerce, says that the freight rate on goods coming from Eastern 
points by way of the (Rdf of Mexico and the railroad through to Fort Worth is $2.33 
to Denver on first-class commodities, as compared with $2.72 by all-rail routes. A 
considerable volume of business comes by tins water route. The witness does not 
know whether the combination of the Union Pacific and Southern Pacific will be 
likely to result in the doing away with this differential. The combined railroads 
might find it cheaper to haul the goods by water, and therefore maintain the differ¬ 
ential. (850,855.) 

6. Coastwise classification of freight — Mr. Hayne states that the classification of 
freight on the coastwise steamers is the same as on railroads, except that there are 
certain conditions that must be made by the boats which the rail lines do not expe¬ 
rience. J>arge freights are carried direct from the ports at rates that the railroads 
would probably find unromunerative. Merchants have adopted a plan of centraliz¬ 
ing their points of distribution, and very often they ship to local ports and distribute 
from there. (418-419.) 

Mr. (tI’Illaudeu says that the steamship companies engaged in the coastwise trade 
are getting in line in matters of classification and methods of charging by weight, the 
same as the railroads. (446.) 

7. ('osts of operation—advantages and disadvantages. —Mr. Guillaudeu states that the 
costs of operation of water transportation have not decreased in recent years in the 
same proportion as have the costs of operating railroads. The service on the Old 
Dominion Line is better than it was twenty years ago, and has improved almost as 
much as railroad service. The methods are more expensive, and there is greater 
expense in operating the line than before, but with the extension of business which 
has followed intelligent methods a lower cost has been obtained. He doubts if a 
steamer has the latitude to make economies that a railroad has. There are certain 
costs, like the greater consumption of coal for higher speed, and the greater use of 
electric lighting, etc., which means an added cost that can not be escaped. (448.) 

Mr. (luillaudeu states that one of the differences between water transportation and 
through rail transportation is that every pound of freight carried by steamboat must 
be loaded on and off the vessel. It requires in many instances a superior class of 
lalx>r to handle the freight. Railroad freight does not have to be handled so thor¬ 
oughly, and in many cases is not loaded by the railroads at all. On the other hand 
stands the enormous cost of the railroad plant before itcan begin operation, as against 
the smaller plant cost of the steamship organization. A short water route would not 
have any particular advantage as to cost over a railroad, the terminal charges being 
so much greater, and there being only a short distance in which to recoup by the 
lower cost of moving the ship. Water lines have no real basis of comparison between 
one another; they can not publish figures as the railroads do, because, if they did so, 
it would invite undue competition. (446-447.) 

Mr. Guillaudeu savs that the labor, cost of handling freight, which is summed up 
in the trade as longshore lal>or, amounts to 24.7 per cent of the total operating cost. 
If the clerks and agents are included, the proportion is 33.6 per cent of the entire 
operating expense. He does not know whether his labor is in unions or not. There 
are no rules or restrictions in respect of it so long as the men do their duty. (450.) 

Mr. Hayne states that the advantages of coastwise steamers over sailing vessels 
are better service, higher-paid employees, and less liability of accident. (420.) 

8. Steamships' passenger traffic.— Mr. Hayne states that with all transportation 
companies the freight business is the most important, but that the passenger busi¬ 
ness is also remunerative, else the companies would not carry passengers. 



DIGEST:—WATER TRANSPORTATION. 


OLXXIX 


Mr. Hayne says that the passengers on the Merchants and Miners’ Line have the 
same accommodations that are to be found in the best hotels; that sometimes, of 
course, their ships were delayed by reason of Quarantine, but the delay was for the 
general good, and the quarantine officers would make the delay as light as possible. 
(418, 421.) 

9. Insurance—Mr. Guillaudeu states that coastwise trade has an advantage in 
rates of marine insurance over ships in the foreign trade. Underwriters feel that 
the coastwise risk is lees. Insurance is placed in America in both American and 
foreign companies, about half and half. The American companies do not like to 
take big risks, so the steamboat companies fill up with American insurance and then 
go abroad for the balance. The rates are practically the same, because the steam¬ 
boat companies refuse to pay differently. Formerly the foreign policy was a little 
more favorable than the American policy. The vessels are under American inspec¬ 
tion and are built according to American rules, and the insurance companies base on 
that fact. (449-450.) 

€. American merchant marine and gliip subsidies.— 1. 1forty promi¬ 
nence.— Mr . Osborne Howes, secretary of the Board of Fire Underwriters and mem- 
iter of the Boston Chamber of Commerce, testifies that his ancestors for several gen¬ 
erations were American seamen. The American merchant marine has been subject 
to great fluctuations from time to time. In 1790 the merchant tonnage of the United 
States registered fortheforeign trade was 364,000 tons. In 1810 it had grown to 981,000 
tons. This growth was chiefly due to the great advantages the American people 
enjoyed in consequence of the Napoleonic wars, the United States being practically 
the only neutral nation in the world. After 1810 the American merchant marine 
suffered a very serious decline; in 1830 the tonnage had fallen to 537,000 tons. In 
1847 the tonnage had increased to 1,047,000 tons. From that time to 1861 it went up 
with great rapidity, and at the breaking out of the civil war it amounted to 2,496,000, 
or nearly as much as that of England at that time. The great increase beginning in 
1847 was partly due to development of trade with California and the great influx of 
migration which took place at that time. The profits of the voyages were very great. 
Some ships from Boston to San Francisco obtained freight money enough on that one 
voyage to pay the entire cost of building. When the vessels would unload at San 
Francisco, they would proceed to the Pacific islands and do a great deal of trading 
there, possibly returning to the United States bv way of Europe. The officers and 
sailors were better adapted to the business than those on any of the foreign ships, and 
could deliver cargoes in bettor shajM?, so that for five or six years prior to the break¬ 
ing out of the civil war an American ship in Asiatic and Australian ports could obtain 
better charters to carry goods to Europe than the European merchants would give to 
the vessels of their own country. (702-703.) 

2. Decline of the American merchant marine— Mr. Howes says that the decline in the 
American merchant marine resulted largely from the civil war. (Confederate priva¬ 
teers preyed upon the commerce, and insurance rates went up to a very high point. 
This would have righted itself when the war was over if the price had been such 
that iron craft could have been built, or if the laws had not prevented the purchase 
of foreign-built ships by American merchants. Iron construction of merchant vessels 
had been commenced before the war. Several iron vessels had been constructed in 
Boston Harbor, and were employed part of the time in the Government service as 
transports. They were very well built. The tendency at that time among the 
American shipowners w’as to favor wooden vessels rather than iron ones. The wit¬ 
ness's father ran a line of wooden steamers between Boston and Liverpool, which 
was called the American Steamship Company. The enterprise failed, owing to the 
lack of business and the great cost of the vessels. The Pacific Mail Steamship Com¬ 
pany some time after the war received a large subsidy for carrying the mails between 
.San Francisco and Hongkong. It employed four vessels and spent some $5,000,000 
in building them. They were poorly adapted to the business and were not success¬ 
ful. The money spent in building them was practically thrown away, so far as the 
development of American commerce was concerned. 

In 1826 92$ per cent of the foreign commerce of the United States was carried in 
vessels sailing under the American flag, but at that time the total tonnage for foreign 
voyages was only 696,000 tons. In 1861 the tonnage had increased to nearly 2,500,000 
tons, and about 65 per cent of it was carried in American vessels. One reason for the 
decline m this percentage was that American seamen had found a better business 
than carrying American commerce only. They had beeome the common carriers of 
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were relatively much more than they were on foreign ships or than are paid at the 
present time on American ships. 

The difficulty that is experienced at the present time is that the “tools of our trade” 
can not be obtained at a low price. The American shipbuilder, owing to the high 
price of the materials entering into the construction of vessels, has not been in a posi¬ 
tion to compete on equal terms with foreigners, and the annual depreciation in vessel 
property is very great, representing approximately 10 per cent a year. If the Ameri¬ 
can shipbuilders had been willing to permit the purchase of foreign-built ships by 
American ship merchants, they would nave had just as much to build themselves for 
the coastwise Business and probably a great deal more in the way of repairing than 
they have had of vessels engaged in the foreign trade. If the law in this regard were 
repealed a resuscitation of the merchant marine would take place. It is not a ques¬ 
tion of capital, for there can be plenty of money obtained to purchase foreign-built 
vessels. (702,705.) 

3. Ship subm/h’s.— Mr. Howes, of the Boston Chamber of Commerce, declares 
himself opposed to the subsidy bill. The result of subsidies to American steamship 
lines has not been satisfactory. The Collins Line lias been cited to the effect that if the 
subsidies had been continued the line could have been built up, but unfortunately the 
line was doomed before the sulwidy ended, partly no doubt through no fault of the 
managers, but largely through circumstances beyond their control. This line as well 
as the English lines at the time were composed largely of passenger steamers. The 
passenger lines depend for patronage upon the success and safety with which they 
carry their passengers. The loss of two steamers by the Collins Line was fatal to 
its business. Mr. Ilowes does not think therein any need for subsidy. The con¬ 
struction of American vessels might be undertaken if American shipbuilders could 
purchase American steel plates and other steel fixings for ships as cheaply as they 
are sold by the American steel men to the shipbuilders in Scotland and England. 
He is not aware that in the transportation of freight any foreign Government—with 
the exception of France and Italy, where it has proven a failure—is aiding its 
merchant marine by subsidies. Germany never gave a general subsidy, but practi¬ 
cally only to the North German Lloyd Line. In France there is a general euosidy, 
but it has not stimulated its merchant marine. The subsidy paid by France was not 
a failure because she bought her ships on the Clyde, for she paid a higher rate to 
those which were built at home. The French are the best people in the world 
for the construction of vessels. It is not a fact that France held her own when she 
had a subsidy. Her merchant marine .may have increased for a short time, but 
relatively she is now worse off than she was before. There has been a growth of 
the merchant marine of all the maritime nations except that of France. 

Tn England, so far as Mr. Howes is aware, there is not a single vessel obtaining a 
mail subsidy that is not. a passenger and a mail carrying steamer. The Peninsular 
and Oriental Line carries freight as well as passengers, but its main resource is pas¬ 
senger business. The North German Lloyd has entered the passenger business to 
some extent, running its steamers to the Far East and dividing its money with the 
Hamburg-American. These lines carry freight, but are more particularly maintained 
on a mail schedule. The subsidy is paid by Great Britain to the Peninsular and 
Oriental Line on the ground that they are to make a higher rate of speed than it 
would be profitable for freight steamers to make. No other lines operating in the 
same direction care to meet the conditions of speed placed upon this line. The 
purely freight steamers plying between England and the East are not paid subsidies. 
Roughly speaking, the tonnage of the Peninsular and Oriental Line is about 500,000 
tons; Mr. Howes does not know definitely how many are on the mail schedule. The 
subsidy paid to that line is not so much for the support of British commerce as it is 
“for the support of the political supremacy of the British Empire.” If the United 
States were to run a line of steamers from Manila by way of Honolulu and pay a big 
subvention, the witness would consider it not so much for the purpose of developing 
American commerce as an endeavor to combine the outlying parts of the United 
States. 

The subsidy bill that was pending in the last Congress, concludes Mr. Howes, was 
not a wise measure. If the protection granted to the American shipbuilder by that 
bill were accompanied by a repeal of the law that prohibits the purchase of foreign- 
built vessels, the bill would not be so objectionable. 

Norway has developed her merchant marine very rapidly without any subsidy. 
The Norwegian steamers carry a very large share of American business. They are 
employed in business all over the world, and have been very successful, making very 
large profits. A very large number of the Norwegian steamers are built in English 
and Scotch shipyards. (705-711.) 

Mr. Anderson, secretary of the Chamber of Commerce of Pittsburg, is strongly in 
favor of subsidies for building up our merchant marine. That is the policy which all 
European nations have followed. The Latin-American countries are “clamoring” 
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to buy our goods, but can not, because we have no shins to deliver the goods with. 
As to'the length of time for which subsidies would probably he necessary, wo might 
take observations from tho older countries. He does not supixwe that the subsidies 
would he permanent. He would put the handling of the subsidies in the hands of a 
Department of Commerce and Industry, which should, apparently, have some con¬ 
trol over the rates of the subsidized lines. (044,045.) 

Mr. Bryant Bays that there was a division of sentiment in New Orleans in resjieet 
of the ship subsidy bill. A great, many people do not believe that the shipping inter¬ 
est there would he benefited by such a measure, but that only a few ships or a few 
companies would receive any benefit from it. lie quotes Mr. Hill, president of the 
(ireat Northern Railway, to the same effect. There is a general opposition in New 
Orleans to Government subsidies in any form. The result of the subsidy to thesugar- 
growing interests in Ixiuisiana has not met. with general satisfaction. The people of 
New Orleans would like to see American trade carried in American vessels, and if 
they felt that subsidies would effect this result, they would certainly favor it. He 
admits, however, that there are a number of persons in New Orleans favorable to the 
measure, and that some of the commercial exchanges had indorsed it. Mr. Bryant 
thinks, however, that it would not make freights any cheaper. The shipping inter¬ 
ests of New Orleans favor liberal Government appropriations for the improvement of 
the Mississippi. (599-400.) 

Mr. (int.LAiuiiii', of the Old Dominion Line, says that he does not know the condi¬ 
tions surrounding the other coastwise lines, but so far us lie individually is concerned 
he has not made up his mind whether a subsidy would be beneficial.' There is no 
crystallized sentiment on the subject. Coastwise trade could not participate in the 
benefits of a subsidy directly, ami he does not see how it. could affect those interests, 
except that it might add to their burdens of taxation. Additional trade might be 
secured incidentally. (450.) 

Mr. IIayne, representing the Merchants and Miners’ Line, states that the subsidy 
act, in IliH opinion, would not lie beneficial to the coasting trade. Thedomestic lines 
suffer no encroachment from foreign bottoms, since it is illegal for foreign vessels to 
transport any local business on the coast, (421.) 

4. Free slum— Mr. Howes especially urges that Americans should be permitted to 
buy vessels abroad for operation under the American flag. lie says that the argument, 
for free ships is not an argument for free imports. The free-ship idea has been to 
confine a foreign-built, vessel sailing under the American flag to the foreign trade, 
a bile an introduction of free goods in this country means they are to be used in com¬ 
petition in this country. If the policy of not allowing any foreign vessels to come 
into this country was adopted it would lead to one of the worst commercial wars ever 
seen, in which the United States would be the sufferer, because we would be asking 
foreign nations to buy of us and at the same time would be, casting obstacles in their 
way. If tho restrictions now existing were taken off, most of the Canadian vessels 
would be built in Cleveland and Detroit, and noton the Canadian side. If the vessels 
on the lakes were restricted to voyages between the United States and the foreign 
countries the lake trade would not amount to anything. Foreign ships purchased 
in Europe by Americans should be given full American register, hut should nut be 
permitted to enter into the coastwise trade. (712.) 

5. Cost of skiplmililiiig in America. —Mr. Howes asserts that, the difference in cost 
between the foreign-built vessel and the American vessel depends largely U|wn thochar- 
aeter of the trade in which she is to lie used. The roughly-built freight steamer costs 
relatively moreto build inthiseountry than the highly finished passengersteamer. The 
reason that Mr. Cramp has been successful in obtaining contracts for the construction 
°< rffT an( ' / H l' anese battle ships and cruisers is because of the immense amount 
of skilled American labor that lias entered into the construction of these vessels. The 
relative cost of the raw material has amounted to much less than would he the ease 
w ith the common freight carrier, where the cost of the raw material is practically 
everything. Mr. Howes says that the Messrs. Thompson, shipbuilders on the Clyde, 
have told him that all the woodwork for their steamers was either madein Cincinnati 
or by laliorcrs who had been imported from ('incinnati to Glasgow, the American 
workmen being superior in this kind of work to those of England and Scotland. One 
reason why American shipbuilders are not able to produce the average freight vessel 
as cheaply as the foreigners is that they have not been able to get the lienefit of the 
low price, on steel which the foreign builders get even from the American manufac- 
turers. It is hard to say whether that condition exists now or not, hut it did last year 
or the year before. It is quite likely at this time that for a roughly constructed freight 
steamer the labor cost would lie greater here than abroad, even if the steel plates could 
lie obtained at the same price that they could be on the Tyne. There is a greatlidvan- 
tage in this country in the matter of labor, despite high wages, because of its great 
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efficiency. The manager of a large shipyard on the Clyde has told the witness that 
he was able to get only about four days’ work a week from his men, on account of 
drunkenness. This was true through almost all the northern part of England and 
the southern part of Scotland, the loss to labor and capital being such as to give a tre¬ 
mendous advantage for all American industrial undertakings. (706-708.) 

6. Cost of trmuqxrrtmj exports and imports. —Mr. Howes testifies that in considering 
the cost of the import'ana export trade to this country it is not fair to take both ol 
these matters into consideration, because the cost of transporting the exports is largely 
paid by the foreigners. It is more equitable from the American standpoint to con¬ 
sider only the cost of handling the imports. He thinks from $30,000,000 to 
$40,000,000 a year would ligitimatelv cover this cost, possibly $40,000,000. Ameri¬ 
can ships carry about 8 per cent of the traffic. The American tonnage is carrying a 
great deal more of the import trade, and always has, than of the export trade. Last 
year the American vessels carried between 18 and 14 per cent of the import trade, 
and only alxwt 6 per cent of the export trade. The cost ot freighting some articles from 
Europe to this country is probably less than one-tenth of 1 per cent of their cost, and 
the witness does not believe that the average freight rate is $15 per ton. (709,710, 
711,712.) 

7. Mr. Morgan's purchase of steamships.—Mr. IIowes points out that Mr. J. P. Mor¬ 
gan was able to buy the Leyland Line of steamships without being hampered bylaws. 
That line represents seven stock waterings, and yet Mr. Morgan paid a premium on 
that. The vessels are under the English flag, which is no particular disadvantage; 
the question of having them under tire American Hag is ]>erhaps one of sentiment. 
He does not believe that any subsidy bill will pass unless Mr. Morgan’s lines get 
some of the benefits. The Leyland Line is reported to have paid 15 to 20 per cent a 
year, even on its overcapitalization. He regards this purchase of Mr. Morgan’s as 
simply a development of his general system of transportation. (705, 708, 709.) 

D. Mcnrugiiun Canal.—Mr. Wjieei.ku, representing the San Francisco Board 
of Trade, says that the general feeling of the people in California is in favor of the 
construction of the Nicaraguan Canal. It is true that the oj>ening of the canal will 
bring Chicago, St. Louis, and New York into closer competition with San Francisco. 
Thecanal will become a gateway to the Orient, while San Francisco is about the only 
gateway at present. While San Francisco might, for its immediate interest, consider 
the opening of the canal a disadvantage, the general lienefits to the State must be 
great and would react upon the welfare of the city. The canal will open a highway 
for the trans{>ortation of California’s products to the Atlantic seaboard and to Europe. 
The fruits and other perishable products which must now go by rail can be put into 
refrigerator vessels and sent by the canal, or the railroads will have to make rates to 
compete with the canal. The consumption of California products will be increased, 
new markets will l>e opened up, and more money will be brought to California pro¬ 
ducers, and San Francisco, as well as the entire State, will thus be Ixmefited. (751.) 

Mr. Stubbs, of the Southern Pacific Company, does not agree with the popular 
supposition that the construction of the Nicaraguan Canal will vastly increase the 
trade of San Francisco and the Pacific coast with the Orient, The canal will do San 
Francisco much damage, tending to bring New York, Minneapolis, and the aggres¬ 
sive Eastern cities nearer by water than they are now to the Hawaiian Islands and 
the Orient. The railroads are going to carry most of the local business to San Fran¬ 
cisco in any case. There are already too many railroads there, and by competition 
among themselves and with the canal they may be forced to make rates which will 
put thiem repeatedly into bankruptcy, but after each bankruptcy they will be better 
able to beat the canal. The advantage to California in securing more direct trans¬ 
portation to Europe*, particularly of its grain, is small compared with the disadvan¬ 
tages, especially as that export trade is constantly diminishing in volume. (768.) 

Mr. Anderson, secretary of the Chamber of Commerce of Pittsburg, thinks that 
the Government ought to build and operate an isthmian canal, but he adds that it 
would be somewhat absurd to spend $200,000,000 to build a canal and have no ships 
of our own to go through it. (688, 644.) 

Mr. Bryant states that the commercial men in New Orleans believe that that city 
would be helped immediately and more largely than any other city in the United 
States by the opening of the Nicaragua Canal. (397.) 

E. Oriental trade.—Mr. Wheeler believes that there is a great future for the 
United States in oriental trade, and that this will prove of great advantage to Cali¬ 
fornia. Until a few years ago only 2 or 3 steamers a montn left San Francisco for 
the Orient, while now there are about 12 monthly. The Chinese are learning to use 
American flour as a substitute for rice. They are an imitative people, and the habit 
will increase rapidly. Instead of California shipping wheat to Liverpool, there to be 
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ground and distributed, it will in the future turn the wheat into flour and ship it to 
the Orient, and the selling of flour is a more profitable business. Mr. James J. Hill 
has been building very large vessels in anticipation of this flour trade, and a good 
deal of it has already been developed. 

As yet, in Mr. Wheeler’s opinion, business with the Philippine Islands has not 
been developed greatly except in the shipping of goods for the use of the army. Mer¬ 
chants do not like to sell goods in a country where there is a war. When the war is 
entirely over the witness thinks that manv San Francisco merchants and manufac¬ 
turers will exploit the Philippine trade. 'The people are already being educated up 
to the use of our products by the presence of the army in the islands.- 

Mr. Wheeler holds, however, that it will be desirable and necessary for our manu¬ 
facturers and shippers to pay close attention to the tastes of foreign consumers in 
making ami packing goods. With this in view a Pacific Commercial Museum, on the 
lines of the Philadelphia Commercial Museum, has recently been established. The 
witness believes that the secret of the decline of the British trade, particularly as 
compared with the German, is chiefly the fact that the British have insisted upon 
the buyers taking what they gave them, while the German have asked the buyers 
what they wanted. (751, 752.) 

F. Boston export trade.— Mr. IIowrs, a member of the Boston Chamlier of 
Commerce, testifies that Boston, next to New York, is the largest commercial port 
of this country. For the year 1900 its exports were $123,858,000, and its imports 
$08,(530,000. Its trade has been growing with the exception of last year, when it 
fell off, owing chiefly to the war in South Africa. On this account the freight rates 
practically doubled, thus interfering temporarily with the development of the trade, 
l ie thinks the trade for the year 1901 will be considerably over $200,000,000 in value. 
(700.) 

7Va mportation fadIiHex at Bouton. —Mr. Howes says that one reason why the Boston 
trade lias developed to the extent it has is because of the splendid facilities estab¬ 
lished there by tlie railroad and other transportation companies. The railroad com¬ 
panies have built their own wharves, landing sheds, and elevators, ami are prepared 
without intermediate charges to put grain intended for Europe on the vessels. In 
addition to this, the system of carrying freight in regular steamers, in contradistinc¬ 
tion to tramp steamers, was early developed. Boston’s trade to Liverpool is greater 
even than that of New York C’ity. The steamers are of the largest size for freight¬ 
carrying purposes, but their limit has been reached now, owing to the depth of the 
harbor channel. The largest freight-carrying lines are the Leyland, the Dominion, 
the Cunard, and the Warren. The first three of these carry passengers to some 
extent, but the last one is a freight line exclusively. (700-701.) 

<». Ocean traffic at New Orleans.— (See also Mwisdppi Hirer traffic, p. 
clxxxvi. ) —Mr. Bryant states that there are fourteen different lines of steamships 
that come to New Orleans regularly. Two of them, namely, the Leyland-West India 
Line and the Elder-Dempster Line, are the two largest lines owned in America. Ship¬ 
ments are also made to Cuba over the Southern Pacific Line. There are no American 
steamers landing at New Orleans engaged in foreign business. The American lines 
are engaged in coastwise trade. About 1,400 steamships come to New Orleans in a 
year. A good many tramp steamers touch at New Orleans, but there is no regularity 
m respect of their trips. 

Mr. Bryant states, further, that the foreign vessels trading with New Orleans are 
not so fast as the vessels trading at New York. Most of them are freight vessels, 
which require from 14 to 18 days to cross the ocean, their speed being from 10 to 14 
knots. lew vessels there do passenger traffic. The Cromwell Line, between New 
Orleans and New York, is practically the only line having any passenger traffic outof 
New Orleans, the Southern Pacific Company’s line to New York being a freight line. 
Fo/eign vessels touching at New Orleans bring their crews with them, as there is a 
law in Inuisiana which prohibits the employment of crews in her ports. The crews 
have nothing to do with the loading and unloading of the vessel, that work being 
done by home labor. (399-400.) 

This witness says also that English tonnage at New Orleans is increasing more 
rapidly than that of any other country. If there were a sufficiency of water at the 
jetties, much larger vessels would trade there than now. There is only 26 feet of 
water at the jetties, and many vessels trading at New Orleans could load at 28, 29, 
and 30 feet, while some vessels are building that could load at 35 feet. Some of 
the larger vessels have to go out with less than a full cargo. (394.) 

Export trade from New Orleans— Mr. Bryant states that the facilities for the trans¬ 
fer of grain from barges to ocean-going ships is nearly perfect at New Orleans. 
£he Illinois Central Railroad has a wharf with a very large modem elevator, and is 
building another at a cost of $1,000,000. The Texas and Pacific road has a iarge 
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elevator and is building another. The bulk grain business is increasing more rapidly 
than at any other port in the United States. It is indeed now the second port in 
import and export values. There is no complaint about the condition of grain com¬ 
ing from barges; there is no damage to grain handled in that climate. Breadstuffs 
go from New Orleans almost everywhere in the world, especially to Central America, 
West Indies, and Europe. (393.) 

Import trade of New Orleans.— Mr. Bryant states that the import trade at New 
Orleans is increasing quite steadily, and consists of sugar largely and some lumber. 
The return cargo on barges going upriver is largely sugar. There are two large 
sugar refineries in New' Orleans. (389.) 

X.-TRANSPORTATION ON THE MISSISSIPPI AND TRIBUTARY 
RIVERS. 

A. Statistic's and character of Mississippi River commerce.— 

1. General condition of river traffic.—Mr. John W. Bryant, secretary of the Steamboat 
Captains and Owners’ Exchange, New Orleans, states that there is a general impres¬ 
sion that the commerce on the Mississippi River has very greatly decreased in recent 
years, because of the increase in the railroad traffic (if places affected by river trans¬ 
portation, but such is not the case. The annual report of the United .States Super¬ 
vising Inspector shows that in 1899 and 1900 there were more steam vessels on the 
Mississippi and its tributaries than ever liefore. There is a loss of through traffic, but 
a great deal of traffic, which formerly was through traffic, would now be denominated 
local traffic. Formerly a vessel starting from St. Louis would make New Orleans the 
point of distribution for all the traffic to the other river ports, whereas now a vessel 
starting from St. Louis would trade locally with the points between there and New 
Orleans, and by the time it arrived at New Orleans w r ould only have about one-third 
of the freight with which it originally started. 

The main reason why the traffic on the Mississippi has apparently decreased is 
because of the illegitimate, methods pursued by the railroad companies in respect of 
transportation to and from the principal river ports. Another reason is that the con¬ 
ditions of navigation greatly interfere with traffic. While the Government is spend¬ 
ing a great deal of money in improving the river and its tributaries, the results are 
not what they ought to lie. The Government usually commences its operations too 
late, waiting until the river gets low', and oftentimes before much work can be done 
the snag boats have to quit because of low water. Sometimes the snags removed 
were deposited along the banks of the stream, and the next rise picks them up and 
carries them back into the channel. (387, 388, 392-394.) 

2. Statistic* as to amount of traffic. —Mr. Bryant states, further, that it is impossible 
to furnish full statistics of the commerce of the Mississippi River, because there is no 
exact record kept. The steamboats have “trip books,” in which is entered the up 
and down freight of each trip, but no other record is kept. Some 12 or 15 years ago 
the witness prepared a statement of the commerce of the river coming into New 
Orleans for the 2 years just liefore the beginning of the construction of the Eads 
jetties and for the 2 years after their completion, and he found that one-third of 
the traffic of the river had been diverted through the development of the railroads. 
In the census of 1890 complete returns of the commerce on the waterways could not 
lie secured. A few years ago railroad interests concerned in the building of a bridge 
prepared for their own use statistics of the river commerce, which the witness thinks 
were colored more or less in favor of the railroads, and they put the diversion of 
business at 34 per cent. In the year 1900 Mr. Bryant prepared a table showing the 
commerce of the river. This table show's that the Mississippi River from St. Louis 
to the Gulf, with its larger tributaries, has 6,298 miles of water, 5,695 miles of which 
are actually navigable. In the census report of 1890 for this system the commerce 
was shown to amount to 6,401,203 tons. Mr. Bryant’s statistics show 7,693,998 tons. 
One hundred and eighty-nine steamboats passed over the river in that year, making 
6,212 trips. Their net tonnage was 62,314, the value of the vessels being $4,331,000. 
The tonnage carried amounted to 1,590,004 tons. The barges numbered 1,635, 
and they mado 2,470 trips. Their value was $2,003,000. The net tonnage of all the 
vessels was 1,471,128 tons, and their value $6,334,000. This exhibit does not include 
the vessels engaged in harbor work, ferries, railroad transfer boats, or Government 
steamers. The total amount in tons carried on the Mississippi River between Cairo 
and New Orleans was 4,708,355 tons, with a valuation of $94,605,762. The coastwise 
and foreign tonnage from New Orleans to the Gulf via the river amounted to 2,985,643 
tons, of a total value of $144,704,136, making the grand total 7,693,998 tons and a 
total value of $239,309,898. The principal commodities carried on the river were 
012,242 bales of cotton, 166,049 tons of cotton seed, 153,664 tons of sugar, and 
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444,639,180 feet of lumber and logs. Sixty-six thousand six hundred and fifteen tons 
of steel rails, or nearly 3,500 carloads, were carried on barges from Pittsburg to New 
Orleans. (387-389.) 

Mr. M. C. Markham, assistant traffic manager of the Illinois Central Railroad and 
the Yazoo and Mississippi Valley Railroad, testifies that prior to 1870 the Mississippi 
River and its tributaries transported the greater part of the freight and passengers of 
that valley. Since that date a large railroad mileage has been constructed. From 
1870 to 1900 the railroad mileage in the Mississippi Valley increased from 27,182 miles 
to over 110,000 miles. The census reported that in 1889 there were 7,445 vessels 
plying on the river, with a capacity of 3,393,378 tons, and that 10,858,894 passengers 
and over 31,000,000 tons of freight were transported. As a consequence of the 
improved facilities afforded bv the railroads the river traffic at the important trade 
centers situated on the Mississippi River lias appreciably declined. 

Mr. Markham says, further, that the statistics of the river trade are very meager. 
He submits tables showing the relative volume of traffic by rail and river at St. 
Louis and New Orleans, as follows: 

Tonnage, received and .dapped by river at St. J/mix for the yean named. 



j 1HK0. 

1800 . 

1900. 

Received. 

Forwarded. 

Tung. 

893, 800 ! 
1.037,62ft 

Tons. 

630,790 

001,862 

Tong 

512.CKX) 

215,580 

Tons af freight by rail received and forwarded at St. Lon w for the yean named. 


1880 

1890 

| 1900 


Tonx 
0,0%, 521 
2,7ftft, 680 

Tons. 

9,909,291 

5,270,850 

Tong. 
15,375,141 
9.180,309 

Forwaided. 


The cotton receipts by river at New Orleans in 1880 were 04 per cent of the entire 
cotton receipts of that place; in 1890, 20 per cent, and in 1899, only 15 per cent, 
showing a large decline in the river cotton trade. The rail receipts, on the other 
hand, were in 1899 over 300 per cent of what they were in 1880. 


Cotton receipts at New Orleam. 



By river 
By rail. 


1880 

1890. 

1899 

Bnleg 

Bales. \ 

Bnln 

1,0^7,522 

•125,828 1 

3-13,460 

027,677 

1,722,473 I 

1,935,177 


Mr. Markham also refers to a statement made by the captain of a steamboat lineal 
New r Orleans in September, 1900, to the effect that so much business was diverted 
from the river to rail that as the boats go out of commission the prospects for profits 
were so uncertain that there was no inducement to replenish the fleets. 

The witness says, however, that there are six steamboat companies with 24 steam¬ 
ers plying between St. Louis and other river ports, besides 04 independent packets 
and towboats. At Memphis there are two packet companies and a line of steamers 
running north and south. At Cincinnati there are 29 steamers, with a tonnage of 
16,711 tons, engaged in freight and passenger business between that city and other 
river ports. 

The Mississippi and its tributaries are still a potent factor in diminishing railroad 
rates and revenues. There is a large river transportation of heavy and bulky articles, 
where time is not essential to the movement of the traffic. (425-428.) 

3. Demrahility of better statistic*.— Mr. Bryant states that the statistics of river traffic 
are not complete. It would be a good thing for the river interest if the Interstate 
Commerce Commission would compile such statistics. There is a growing impression 
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great danger, one bridge in particular being so low that during the last rise of the 
river steamboats could not pass under it. The money losses from these bridges have 
l>een enough to pay for any bridge across it, not counting the loss of life. More ton¬ 
nage is carried on'the Ohio River than on all the other rivers in the Mississippi 
Valley together. Practically all the coal used in New Orleans and along the Missis¬ 
sippi River comes down from Pittsburg on barges. The upper part of the Ohio River 
had been so lilled up by corporations making more building room that the river 
has become very narrow and the water gathers and runs out very quickly. Some¬ 
times a big rise at Pittsburg will last hardly long enough to get out two runs of coal, 
while years ago there would be water for several months. (888, 392, 394.) 

Mr. Anderson, secretary of the chamber of commerce of Pittsburg, states that a 
most remarkable improvement of the Ohio River is in progress by means of movable 
darns. The first of these dams, that at Davis 1 stand, has given Pittsburg a harbor from 
10 to 12 miles long and as deep as desired all the vear round. When the water is high 
enough to be fit for boating, the dam is removed. When the rivers fall, the dam is 
put in to store the water. A lock is used to enable boats to pass the darn when it is 
in use. The lock at Davis Island is the largest in the world. There are some 12 
dams now under contract, and when they are finished the period of navigation on 
the Ohio River will be increased 2 or 3 months. (643, 047.) 

€. Freight rales—Competition with railroads.— 1. jnflumrof riverrates 
oil railroad rates (sec also as to effect on long and short haul rail rates, pp. evn, ff).— 
Mr. Markham says as to the influence of the river: “The complexities and necessi¬ 
ties which confront the railroads in rate making are such as to make this river influ¬ 
ence almost conterminous with the Rocky Mountains on the one side and the Atlantic 
Ocean on the other. * * * The recognized principle for rate construction * * * 
has rendered it imperative that certain fixed relations shall bo established in railroad 
rates to common points of destination from various points of origin.” 

The river, continues the witness, makes the rates from St. Louis to Memphis or New 
Orleans ami the railroads running between those* points, to get a share of the traffic, must 
necessarily offer rates approximating those made by the river craft. While Chicago 
is not situated on the river, it would la* placed at a disadvantage as regards the Mem¬ 
phis or New Orleans trade if it were not put on a relatively fair rah; plane with St. 
Louis to enable Chicago manufacturers and merchants to compete. Again, the mer¬ 
chants and manufacturers in the outlying towns of importance contiguous to Chicago, 
who are seeking markets, will demand from the railroadH which servo them such 
favorable rates as will enable them to market their products as against Chicago and 
St. JiOiiis, and it may be to the best, interest of the roads to comply. Cities farther 
removed that would be affected in the sale of their products by the favorable rates 
given the others would likewise make demands ui»on the railroads which serve them, 
and their demands would be granted, and thus “the demand would spread step by 
step until almost the entire northern country had partaken in a measure of the low 
rates made necessary in the first instance by the river influence.” 

Mr. Markham says also that, by Mississippi River competition the railroads are 
prevented from keeping up rail rates to leading Southern trade centers. 

Mobile on the Gulf of Mexico, 140 miles from the Mississippi River, is supplied 
with railroads which have no interest in New Orleans, and its merchants and manu¬ 
facturers compete with those of New Orleans at common markets. New Orleans, 
being on the river, is enabled to have low rates, and therefore the Mobile roads are 
obliged to give the same rates to that city from St. Louis and points north as are 
given to New Orleans. ‘Other trade centers in Alabama compete in common terri¬ 
tory with Mobile and New Orleans; and therefore their rates from the North can not 
be greater than the Mobile, rate plus the low rates up from Mobile by the Alabama 
River, because they must be put on the same plane as Mobile and New Orleans. 
Galveston (360 miles west of New Orleans) has no river advantages, but the railroads 
serving that city deem it proper to put it on a plane whereby the Northern products 
can be exported therefrom as welt as from New Orleans, and this arrangement 
would affect outlying and intermediate towns between Galveston and the Missouri 
River. 

In this way specific rate differentials are established between trade centers inter¬ 
ested in effecting sales of their products in common territory. Industrial enteimrises 
remote from the river thus secure much more favorable rates than the railroads 
would be justified in making if the river influence did not exist. 

In the same way the rates from the East to the West are affected by the river 
rates. Grain from Kansas City to New York would pay a rate approximating that 
from Kansas City to St. Louis plus the low barge rate from St. Louis to New Orleans, 
and whatever rate is made from Kansas City to the Atlantic Beaboard must be made 
also from the other Missouri River towns. (429, 430.) 
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Mr. Markham submits the following table as showing the fall of rates by rail in 
the Mississippi Valley under iufiuenee of river traffir: 


All-rail rain of freajht fram St. Lanin ta Southern riiies. 


CouiimxIitiuN 


Flour, por Iwrrcl. 

Pork. 

Hack grain, per 100 |hhjii<1s. 

Meats. 

Hay. 


1882. 

1 

1900. 

: ®0.65 

?0.31 

1.15 

.82 

.33 

.20 

.35 

.30 

.33 

.20 


2. Hirer rotes and railway rales compared.—Mr. Buy ant state* that, the river rates 
are very much cheaper ordinarily than the railway rates. The rate on bulk grain 
from St. bonis to New Orleans hy rail is 10 cents per hundred; in barges only 3$ 
cents. A line of whaleback barges has recently been established between St. Louis 
ami New Orleans. They are of a larger draft and are towed tandem, and can be 
moved with much less expense than the old-style barges. The manager of this new 
line asserts that if he could lx* assured of not less than 8 feet of water all the year 
round from St.. Ixmis to Cairo he could carry bulk grain from St. Louis to New 
Orleans for 2 cents per bushel. 

The rates on the river are generally uniform, but when the river is low they are 
a little higher, because of the difficulties of navigation. The witness quotes' Mr. 
McRae, member of Congress from Arkansas, who states that when the river is up, 
cotton can be sent from Camden to New Orleans for $1.25 per bale; when the river 
is down and the boats can not run, the rate by rail is $8.10 per bale. Mr. McRae 
says further that the rate on flour is 35 cents per barrel by steamboat and 75 cents by 
rail, and that the rate on boots and shoes by water from Boston to Camden is 79 
cents a hundred and 1 >y rai Iroad $2.02 per humlred. (389-390.) 

3. Railway discrimination and river traffic.— Mr. Bryant states that the railroads, in 
defiance of the long and short haul section of the interstate-commerce law, make 
unremunerative rates from the principal river ports to New Orleans, often carrying 
the freight at a loss, and recoup their losses from traffic on intermediate points not 
touched by the river. The railroads have fixed the rate on cotton from Memphis to 
New Orleansat 85 cents per bale, while from points away from Memphis, they receive 
from $1.50 to $2 per bale. One point 100 miles from New Orleans is compelled to 
pay $2 per bale freight, whereas the steamboat rate from a point on the river opposite 
that point is only 50 cents. The Memphis-New Orleans rate, after deducting 25 
cents for insurance, is unremunerative to the steamboat, and no cotton is shipped 
from Memphis to New Orleans by boat. The same condition exists in respect of 
Natchez and Vicksburg rates to New Orleans. These discriminations by tin; railway 
companies destroy river traffic at competitive points, at the expense of the commu¬ 
nities remote from competition. legislation should correct this evil. (387,388,390.) 

4. Space and weight freight rates on rirer boats.—Mr. Bryant states that formerly the 
freight rates on the river boats were regulated by space or package. A barrel of flour 
beans, potatoes, or something of that sort, was carried at a “dry barrel” rate; molasses! 
vinegar, whisky, oil, etc., at a “wet barrel” rate, and boxed goods at so much a 
box. Urge cases, etc., were carried at so much a foot. Now the railroads have 
forced the floats to carry everything by weight. (391.) 

5. Combination in river traffic.— Mr. Bryant states that, there has been no attempt 
among the river boats to regulate the rates of river traffic, because it is impossible to 
doso. At New Orleansthere were 30 steam boats in the freight carrying business; 1 line 
has 3 boats, another 6 or 7, another 4, and the other 17 are individually owned. There 
is no connection of one line with any of the others. Attempts to combine these inter¬ 
ests would be fruitless, because somebody on the outside having a boat would have 
the same opportunity for business. Nobody owns the river, the conditions being 
different, from that of a company owning a railroad track. (391-392.) 

D. Miscellaneous.—1. Cost of transportation by river— Mr. Anderson, secretary 
of the chamber of commerce of Pittsburg, says that coal is carried from Pittsburg to 
New Orleans by water, 2,000 miles, at an operating cost of $1 a ton, or less than naif 
a null a ton a mile. Coal has been carried by contract in late years at 50 or 60 cents 
a ton, and the empties brought back. (642.) 

2. Insurance and risks— Mr. Bryant states that the insurance on boats is very 
heavy, running from 8 to 18 per cent, because navigation is so dangerous. Snags can 
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not be kept out, and the number of bridges across the stream is so great, and they 
have been built with ho little regard for navigation, that they are also a source of 
danger. Hardly any bridge has been proposed but the river men have been forced 
to fight to have it so constructed as not to interfere with navigation. (392.) 

3. lumber transportation— Mr. Markiiam states that the decrease in the transpor¬ 
tation of lumber at Chicago and 8t. Louis is attributed partly to the depletion of the 
forests, but largely by the doing away of the middleman. Twenty years ago Chicago 
was a very large market for lumber coming down by ship from northern Michigan 
and Wisconsin. Now some lumber comes in this way, but the railroads have 
built into the lumber regions of Wisconsin and Michigan, and the cam are loaded 
there and go through to their destination direct. The lumber industry in the South 
has also developed. The lumber coming down the Wisconsin rivers instead of 
going to St. Louis now stops at the Upper Mississippi River towns and is distributed 
from there. (431-432.) 

4. Boat building on rivers.— Mr. Bryant states that boats can be built on the Ohio 
River for the river trade better than anywhere else. Most of the boats used on the 
Mississippi and Missouri rivers are built on the Ohio River. The Navy Department 
is establishing a large dock at Now Orleans, and that would lead to the establish¬ 
ment of a shipyard. Small sailing vessels have tieen built there from time to time 
for many years, and occasionally a small steam boat has tieen built. (397.) 

5. Passenger boats.— Mr. Bryant states that at present there are not. so many of the 
large, line passenger boats on the river as formerly ran from St. Louis or Cincinnati 
to New Orleans. One reason is that the boats have to remain idle so long (luring low 
water; another reason is that in the early (lavs the freight from St. Louis was car¬ 
ried to Now Orleans, which was the point of distribution for all the river traffic. 
Now the St. Louis traffic is distributed along the river as the boat goes down. Vicks¬ 
burg, Memphis, and Natchez, which formerly did not operate boats, at present have 
one or more lines of their own, but none of these lines carry many passengers, 
because they could not compete with the railroads for this line of business. (392-393.) 

H. t'otton Ixdes.— Mr. Bryant stated that the steamboats would rather handle the 
Hat cotton bale than the round one, because it is more conveniently stored on the 
boat. The Hat bale contains twice as much weight as the round bale. Out of 78,000 
bales exported from New Orleans in one day recently only 4,300 were round bales. 
(390-391.) 

XI. THE TAXATION OF RAILROADS. VALUATION IN RELATION 
TO FREIGHT RATES, ETC. 

A. Uniformity of taxation—Adjustment between States.— Professor 
Adams, statistician of the Interstate Commerce Commission, declares that everyone 
who knows the difficulties of State taxation of railroads must welcome anything that 
looks toward uniformity. The railways pay all the wav from $30 a mile up to $900 a 
mile, and the methods of determining the taxes are different in different States. If 
the Federal Government, should make a proper investigation of the value of railway 
property, (‘specially of its physical elements, Mr. Adams thinks that the States would 
accept it amt adjust their taxing scheme to it, and probably come to an understanding 
among themselves as to the proportion of the valuation of the roads which should lie 
assigned to each. (382.) 

Professor Adams considers that even if a fair valuation of a whole railroad system 
were arrived at, the division of the valuation among the several States on the basis 
of mileage would not be equitable. The pro rata rule, for instance, would benefit 
Wisconsin unfairly at the expense of Michigan. (383.) 

B. Taxation and valuation of railroads in Michigan.—1. Preterit sys¬ 
tem and proposed changes .—Professor Adams, statistician of the Interstate Commerce 
Commission, says that Michigan has a Hystem of special corjwiration taxes, by which 
railroads and other properties of that class are taxed on their gross earnings, the rate 
varying with the classification of the corporation. The grosH earnings of railroads 
are determined for purposes of taxation by adding to all local earnings within the 
State a certain proportion of interstate earnings. This method was required by the 
constitution of the State, but at the last election an amendment was adopted bv an 
overwhelming majority permitting the use of the ad valorem system of taxation. 
The people had come to feel that the taxes which the corporations paid under the 
statute were not equal to the rate of taxation under the general property law. A 
special tax commission was appointed to make an investigation of the value of the 
railways for the purpose of determining this question. Mr. Adams describes the 
methods of this investigation in detail. While the result of the investigation docs 
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not show values as high as the advocates of ad valorem taxation had claimed, it does 
show that the railways are paying relatively less than other property. As to a 
choice between the two methods of_ taxation, on capital value and on gross earnings, 
Mr. Adams says a choice can be made only in view of practical conditions. In view 
of practical conditions he thinks it would be wise for Michigan to undertake the ad 
valorem scheme of taxation, “liecause the people of this country are not yet ready 
to establish, as it seems to me they might well establish, a distinct scheme of corpora¬ 
tion taxation.” (374, 383, 384.) 

Professor Adams says that the question is not yet settled in Michigan whether rail¬ 
way corporations should be taxed uniformly at the average rate throughout the State, 
or taxed on their property within each district according to the rate in the district! 
(384.) 

Professor Ripley refers to the taxation law which has recently been enacted by the 
Stateof Michigan. The law endeavors to distinguish between the tangible, phys¬ 
ical property of a road and its nonphysical property. An attempt has been made 
to see how much it would cost to reproduce every kind of public-service corpora¬ 
tion now in the State of Michigan. An estimate is made of how much an entire 
railroad is worth solely as tangible, physical property; then it is ascertained what 
the earnings of the road have been on an average for the last ten years, and what is 
a fair capitalization of those earnings. After this is done an endeavor is made to 
determine the difference between the tangible, physical property, which is taxed 
under the general proi>erty laws of Michigan, and the larger sum which represents 
what would lie a fair capitalization of the road on the basis of its earnings. The 
difference is considered to be the value of its franchise, which is subject to special 
taxation. (305.) 

2. Recent efforts as to valuation of railroad*.— Professor Adams deSerilies the method 
bv which a special tax commission in Michigan investigated the value of the railroads 
of the State. The plan adopted involved, first, an appraisal of the physical prop¬ 
erties of the road, and, second, an appraisal of what was termed the nonphysical ele¬ 
ment. In regard to the physical properties, the cost of reproduction was made the 
basis of valuation. To determine the cost of reproduction a very thorough survey 
of the roads was made. The services of men who had acted as engineers and had 
built considerable amounts of road were secured, and specialists were hired for every 
portion of the work. For estimating the grading, profiles of all the roads were 
secured, and the greater part of the roads was traveled over by agents of the com¬ 
mission, so that they could tell from personal observation about what the cost of 
grading and embanking would be. The number of freight cars of certain classes was 
furnished by the roads and the railroad commissioners, and then a sufficient number 
of cars in each class was personally investigated to give a basis for setting a correct 
price on them. The cost of interlockings, the cost of ballast, the cost of warehouses, 
the cost of docks, all were personally investigated by representatives of the tax com¬ 
missioners. For the value of the real estate, the commission relied on the services 
of expert real estate agents of the localities. In important cases they went so far as 
to traco the deeds of abutting property to find out what such property was selling 
for. The railroads were at first not interested in this investigation, but when they 
found that it was carried on in an honest, open, and scientific manner, without any 
political bias, they at least gave the agents of the commission the privilege of appear¬ 
ing on their property, and one of the important roads loaned the services of its 
architect, on condition that he do no work on the property of his own road. 

Some of the elements of a railroad are not subject to deterioration; but others 
such as ties and rolling stock, are. When the cost of reproducing each item of 
physical property had been determined, an allowance was made for an accepted per¬ 
centage of depreciation. The sum of the remainders was the accepted value of the 
physical property of the road. 

For the purposes of the investigation the commission adopted the classification of 
construction expenses which is prescribed by the Interstate Commerce Commission 
as the basis of its analysis. This has been worked out in much detail and with great 
care. 

Professor Adams believes this theory of the determination of the cost of reproduction 
to bo entirely sound except in its application to land. In strict theory at least it does 
not seem proper to apply the principle of reproduction except to properties that can 
be reproduced, and reproduced in unlimited quantities at uniform cost. The value 
of land is the opportunity that it gives for the location of an industry. It is quite 
possible that that value can not be properly arrived at on the theorv of cost of repro¬ 
duction. 

Haying decided to make a valuation of the physical properties, the commission 
submitted to Professor Adams the problem of framing a rule for valuing what is com¬ 
monly called the franchises of these corporations. 
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Professor Adams submitted to the commission his views on this question in a letter 
which is in part as follows: 


This nonphysical or immaterial element is not a simple commercial element, hot includes, among 
other things, the following: 

1. It includes the franchise (a) to be a corporation; (b) to use public property and employ public 
authority for corporate ends. , , , , , , , „ 

2 it Includes tne possession of traffic not exposed to competition, as, for example, local traffic. 

3 It Includes the possession of traffic held by established connections, although exposed to compe¬ 
tition, as, for example, through traffic that is secured because the line in question is a link in a 

th^ 0 if includes the benefit of economies made possible by increased density of traffic. 

5 it includes a value on account of the organization and vitality of the industries served by tho 
corporation, as well us of the organization and vitality of the industry which renders the service. 
This value, consequently, is, in part, of the nature of an unearned increment to the corporation. 

As corroborating the existence of this element of value in all successful corporate enterprises, refer¬ 
ence may be made to the following facts' 

1. Corporations almost universally are bonded for an amount in excess of the value of physical 
profierties less the proceeds of the stock issued. If traffic or good will or franchises or organizations 
can be made security for the borrowing of money, is it not evident that they possess an established 
commercial value? 

2 It is not uncommon for courts, in placing railway properties In the hands of receivers, to defend 
their action by the assertion that the step is necessary in order to prevent the disintegration of the 
property Is it not a legitimate conclusion from this fact that the courts recognize organization us an 
element of value? 

3. The universal recognition of the necessity of supplementing the general property tax by some 
special method of taxation in the case of railways is an acknowledgment of the fact that the general 
property tax by ordinary methods of assessment does not attach itself to the full value of corporate 
property. The general property tax worked well when the major portion of property was material 
and visible; it failed to work well when, through the development of corporate enterprises and credit 
relations, immaterial values came to be relatively significant. 


The question then arises as to the best method of valuing this intangible property. 
The method of appraisement on the basis of the market value of stocks and bonds 
has something in its favor, but is not satisfactory. Of all the roads in Michigan 
there were onlv four of whose stocks and bonds there were a sufficient number of 
quotations to give a reasonable basis of valuation. Another objection to this method 
for State purposes is that when this valuation is obtained it is the valuation of tho 
system. There still remains the further question, what portion of the valuation of the 
system to assign to the State. Moreover, in the present case the commission by insti¬ 
tuting an appraisal of the physical assets of the corporations had committed itself to a 
rule inconsistent with the valuation of stocks and bonds. Abandoning this method 
the value of the intangible property must he determined on the basis of information 
secured from the accounts of the corporations. There are two accounts which might 
be used for this purpose, namely, the general balance sheet and the income 
account. The general balance sheet contains a nominal statement of the cost of the 
road and equipment, hut this statement has often no relation to the actual cost or the 
actual value. Any fair appraisement of railway nrojierty must la* reduced to a basis 
of earning power, and this is to lx* ascertained* from the income account of the 
roads. Another reason for the acceptance of this basis is that the rules of book¬ 
keeping, so far as this account is concerned, are fairly uniform fur all railways. 
The rules of the Interstate Commerce (’ommission, so far as this particular account 
is concerned, have been approved by the convention of State railroad commissioners 
and willingly accepted by the association of railroad auditors. Professor Adams 
believes also that, so far as operating expenses are concerned, the roads follow aH 
strictly as possible the rules laid down. Having accepted the general principle of 
valuation on the basis of earning power, Professor Adams lays down his rule for 
determining earning power, as follows: 


the rule submitted for the appraisal of the immaterial values of railway properties, or what I pre- 
i *" e capitalization of corporate organization and business opportunity, is simple, as follows: 

i n earnings from operation, deduct therefrom theaggregate of operating expenses, 1 

and the remainder may be termed the “income from operation.’’ To thlsshould ne added “ income 
of corporate investments,’’ giving a sum which may be termed " total income." and which represents 
the amount at the disposal of the corporation for the support of Its capital and for the determination 
of its annual surplus. 

2. Deduct from the above amount—that is to say, “ total income,” as an annuity properly charge- 
able to capital—a certain per cent of the appraised value of the physical properties. 

3. From this amount should be deducted rents paid for the lease of property operated and perma¬ 
nent improvements* charged directly to income. The remainder would represent the surplus from 
the gross earnings from tne year’s operations, and for the purpose of this investigation may he 
accented as an annuity which, capitalized at a certain rate of interest, gives the true value of Imma¬ 
terial Droperties. 

h T ®.°* )V j a t c the criticism that both gross and net earnings vary from year to year, it is suggested 
tnat in place of a single year’s income account the average income account of a period of ten years 
he accepted as the basis of computation. The reason for accepting a period of ten years is that under 


The Michigan system of railway accounts prescribed by the railroad commissioner Includes taxes 
in operating expenses," and for the purpose of this analysis such inclusion may be accepted. 

■•some improvements are charged to “operating expenses," but for the purpose of this analysis 
lush a rule bears no significance 
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existing commercial conditions it is likely that the corporation whose property is appraised would, 
during that period, pass through years of both prosperity and adversity. 

It will be observed that the above rule fails to appraise the speculative element in railway prop¬ 
erty. While this element doubtless affects the price of corporate stocks and corporate bonds, it is 
not entirely clear that it should influence appraisals for the purpose of taxation. Should, however, 
the commission desire to compute the present worth of property, as resting upon expectations in the 
future as well ns upon earnlr.gs in the past, the pertinency of the above rule would not thereby be 
impaired. This is true, because the speculative value of properties must, from the nature of the 
case, be a modillcation of their value computed upon the basis of their earning capacity. 

An additional advantage of this method of valuation, in Professor Adams’s opinion, 
is that it leaves so little to judgment. There is only one question of judgment: the 
selection of the proper rate per cent for capital. In considering this question it was 
assumed that an investment which paid a sure 4 per cent, free of taxation, would at 
the present time command par. Four per cent, free of taxes, oil the value of the 
physical property, was therefore set apart as an annuity due to the invested capital. 
The tax on the physical property, separately deducted, was fixed at 1 per cent, on 
the following ground: The average rate of taxation in Michigan is about 14.75. The 
average appraisal of property is alxmt 05 per cent of its value. The average tax, there¬ 
fore, is about 1 per cent of tne actual value of the property. 

The question arises why it would not )>o as well to capitalize net income to begin 
with and not undertake the appraisal of physical property. The chief reason lies in 
the matter of rates per cent. That method would make it impossible to allow an 
income on the physical property at one rate and to capitalize the remainder of the 
net earnings at another rate. Such a distinction ought to be made. The income 
based on the physical property is free from all risk or legislative interference. Our 
courts have held that no legislature or commission can reduce rates to a point which 
will not pay. In some cases the interest on the bonds has been made the basis, hut 
the idea is expressed more carefully in the recent Minnesota case as a certain rate 
per cent on tne value of the physical property. There is then a judicial bulwark 
against the reduction of the rate of interest below 4 or 5 per cent on the cost of repro¬ 
ducing the property. But when a road shows a value in addition to this physical 
valuation, legislatures are at liberty to depress rates so as to deprive corporations of 
a part of that value. There is then some risk attending this part of the income. 
Because of the risk, buyers of it ought to be allowed a higher rate per cent than 
investors who have no risk. Therefore, while the commission fixed the annuity on 
the capital invested in the physical plant at 4 per cent, it capitalized the surplus 
earnings on the basis of a net income of 6 per cent, after deducting 1 per cent for 
taxes. 

A somewhat intricate question arises in the case where no income applicable to 
interest on capital is left after paying the operating expenses. It seems to Professor 
Adams that it would be strictly just in such cases to reduce the value below the cost 
of reproduction. The earning power ought still to he made the basis of valuation. 
This, however, is not the way other property is treated. If a man puts up a house 
in a place where no one wants to rent, the local appraiser may lighten his taxes some¬ 
what, but he will not lighten them a great deal. 

In three cases the usual rate of capitalization of the surplus income was departed 
from. In one ease a road had only been running alxiut a year and a half and had 
not come to a point where deterioration added much to its operating expenses. In 
two or three years its ojicrating expenses would be going up. Its surplus income was 
therefore capitalized at 10 per cent. In another ease a road had run into a lumber 
region and nad been very prosperous. But now the lumber was all gone and the 
income of the road would he diminished. To estimate the earning power of the road 
on the basis of its actual earnings during the last ten years would be to estimate it too 
high. On the other hand, the Fort Street Depot Company, which owns the union 
depot in Detroit, has a contractual income which is as certain as the rising of the sun. 
To that company a capitalization based on a low annual rate was applied, because its 
income is sure. (374-381.) 

C. Taxation of railroads In Minnesota.— Mr. Tkisberg, secretary of the 
State railroad and warehouse commission of Minnesota, says that railroads in his 
State pay a percentage upon their gross earnings in lieu of all other taxes, both State 
and local. The whole amount goes into the State treasury. There has bet?n some 
agitation of the question of dividing some part of it among the counties, but it has 
not been done. A new road pays 1 per cent on its gross earnings for the first 3 
years; for the next 7 years it pays 2 per cent; after 10 years it pays3 percent. 
The question is now agitated in tne State of raising the tax to 4 or 4J per cent. The 
Chicago Great Western holds an old charter which provides for a gross-earnings tax 
of only 2 per cent. The State is bound by this as far as that road is concerned. 
Gross earnings for purposes of taxation are, in the first place, all earnings on local 
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business within the State, and, second, a proportion of earnings on interstate busi¬ 
ness based on the mileage of the road. Mr. Teisberg presents a table showing the 
amount of taxes paid by the railroads in Minnesota lor each year from 1890 to 1899. 
The amount increased from $743,075 in 1890 to $1,036,262 in 1892. Then it fell off 
to $923,864 in 1893 and to $850,109 in 1894. From that time it has steadily increased 
to $1,444,504 in 1899. (366, 367.) 

D. Valuation of railroad property by National Government.— 

Professor Aimms gives the following reasons for thinking that Congress should under¬ 
take the valuation of railroad property: “First, because it would greatly assist in the 
development of a uniform system of State taxation of interstate property; second, 
that it is essential for the intelligent application of the theory of reasonable freight 
and passenger rates; third, it would enable the roads to supply what now.they can 
not supply from their accounts, and in that way an annual statement of their property 
under the prescribed classification.” (384.) 

Professor Adams says that if the Federal Government once made a thorough 
investigation of the value of all the roads in the United States, a continuous account 
of their value might readily be kept by the Interstate Commerce Commission if Con¬ 
gress would give the commission power to require the reports. The form of annual 
reports that the railroads make to the Interstate Commerce Commission now contains 
a page for this information; but in a reorganization the new company that takes the 
property does not care anything about the book accounts of the previous corporation, 
does not know anything about them, and does not take them over and report on 
them to the commission. Yet the machinery of the Interstate Commerce Commis¬ 
sion is probably sufficient to secure a continuous knowledge of the changes of the 
value of the roads, with one exception—it has no authority over contractors. If a 
law were passed by Congress, or by the States, compelling people who build roads 
under contract to file reports showing the cost, there would be no difficulty in keep¬ 
ing the accounts up to elate. (382.) 

Relation to freight rates— Professor Adams thinks that a valuation of all the roads of 
the country, similar to that which has recently been made in Michigan, might, with 
great advantage, be undertaken by the Federal Government as a basis for the fixing of 
reasonable railroad rates. In a recent State case in Minnesota the principle has been 
laid dow n that a scheme of rates which permits a payment of 5 per cent on the cost 
of reproducing the road is reasonable. In many cases the reasonableness of a rate is 
finally determined by the ability of a corporation to pay the interest on its bonds. 
But the bonds do not represent the real cost or the real value of the road. If for 
the amount of the bonds the true value of the physical property of the road could 
be substituted, we should have something that courts and commissions could work 
upon. (381.) 

XII. GOVERNMENT OWNERSHIP OF PUBLIC UTILITIES, ESPECI¬ 
ALLY RAILROADS. 

A. General argument for government ownership.— 4. Principles of 
comparison of public and private, operation. —Prof. Frank Parsons, president of the 
National Public Ownership League, declares that the fundamental test of any insti¬ 
tution, method, or service must be its effect upon the public good, its relation to 
morals, manhood, government, industry, civilization, and progress—not the financial 
results, but the results on manhood. Material wealth is not an end in itself, but 
only one of the raw materials of civilization. Public utilities exist not for the build- 
mg up of material wealth but for human development. (123.) 

Professor Parsons makes an analytic summary of his arguments on the railroad ques¬ 
tion, contrasting the difficulties of private railways with the advantages of public 
railways in twenty-five separate paragraphs under each heading. This summary 
bt conveniently referred to and is not here repeated. (170—172.) 

♦k an< t priwte service compared .—Professor Parsons asserts that 

the chief difference between public and private monopolies is that private monopo¬ 
lies aim at dividends for stockholders, while public monopoly aims at giving a serv¬ 
ice for the entire community, irresjiective of any profit that 'may be made from the 
operation. The aim of the private monopoly is to secure wealth in the hands of the 
few for the present time only, while the aim of the public monopoly is the public 
good, not only for the present but for future generations; the acquisition of material 
wealth being a subordinate consideration. (124.) 

u5j r i^ B0nB refers to a speech by Bismarck in the Prussian Parliament in 
1876, and also to the argument of the Prussian cabinet at about the same time in 
support of his proposition that the aim of public ownership in that country, as in 
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others, is the bettering of the masses of the people for all time, and that the financial 
interests of transportation companies should be but a secondary consideration. Bis¬ 
marck said in relation to state railways: 

“They serve chiefly the public interests of traffic, of commerce, of the circulation 
and transport of commodities and passengers; besides, as a secondary consideration, 
they aid the public treasury, and m all events promote only public interests. It is 
the misfortune of private railways that a privilege granted by the state, and a privi¬ 
lege that could not be made use of without the help of tne state—we may say a 
monopoly granted by the government^-should be legally exploited in behalf of pri¬ 
vate interests and private pockets.” 

The argument of the Prussian cabinet, which was sent to the Reichstag in 1879, 
with a bill providing for the absorption of the private railways by the state, was to 
the same effect. Similar arguments have been advanced in Switzerland, Hungary, 
New South Wales, and in New Zealand in reference to the taking over by these 
countries of the railways from private ownership to the state. (124, 125.) 

3. Growth of public ownership.— Professor Parsons declares that there has been 
continual growth of the idea of public ownership of railroads all over the world. 
Public ana private systems have been tried at the same time in Belgium, Prussia, 
Austria-Hungary, Australia, and New Zealand, and in every one of them the private 
system had given way to the public system almost entirely. The South African 
Republics ana Orange Free State have started railroads; ana in Cape Colony 2,000 
out of 2,350 miles and in Natal all the railways are operated by the State. The 
same is true of the telegraph and telephone to a very large extent. Even in England 
the Government is the owner of the telegraph, and the French Government has gone 
from private to public operation of the telephone, as have also the Australian colonies. 
The waterworks and electric-light plants in our own country are coming under public 
management very rapidly, over half of the waterworks plants in the United States 
now being public plants. Out of 50 of the larger cities in the United States 21 origi¬ 
nally built and now own their own waterworks system, while 20 of the others have 
changed from private to public ownership. Fifty years ago the idea of public owner¬ 
ship 1 of waterworks was as vigorously opposed and the same arguments used against 
it as are now used in reference to street railways and railroads. The witness 
believes that the next half century will see as great a change of sentiment and prac¬ 
tice in the field of transportation. He refers also to the growth of municipal owner¬ 
ship of street railways in England, and states that while in 1882 there was but one 
municipality operating its street railway system now there are thirty, including 
Liverpool, Glasgow, and other large cities, and that as fast as the concessions to 
private companies expired the municipalities are making arrangements to take over 
the lines and operate them. There is a movement of thought toward public owner¬ 
ship of municipal monopolies which promises great things for the future. 

Professor Parsons introduced a circular giving the names of the members of the 
National League for Promoting Public Ownership of Monopolies, which shows that 
it is composed of some of the leading men of the country. 

The witness refers also to the fact that originally the fire-department service, the 
school system, the public roads, and even the administration of justice were in private 
hands, while now they are all public. If the principle of public ownership and 
operation of public utilities is a right principle, it should be carried wherever the 
reasons for it apply. (167-170.) 

4. Scope of public ownership and rapidity of movement toward it— Professor Parsons 
holds that in the taking over of the monopolies by the public, progress should be 
made as fast as experience and the sentiment of the people and the evils of the 
monopolies justify. Public ownership is desirable as to public utilities or monopolies 
of essential services, such as transportation, transmission of intelligence, and lighting 
and waterworks plants. Beyond that he believes the principle of cooperation of 
private capital would solve the practical difficulties in most cases. A natural monop¬ 
oly, such as anthracite coal, should be made public ultimately. 

Professor Parsons, however, does not believe democracy in government practical, 
except in a high state of civilization, and for the same reason he does not believe 
democracy in industry practical until a slightly higher civilization has been reached 
than exists to-day. (165-167.) 

Professor Parsons does not wish to be understood as saying that the United States 
is ready for public ownership of railroads, but he believes there is a strong sentiment 
growing in favor of it. The utilities should not all be taken over at once, even if 
public ownership were adopted; at present the only public utilities which might 
well be taken over by the General Government are the telegraph and telephone, 
while some municipal utilities should now be taken over by the municipalities 
themselves. (153.) 
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“ The line of least resistance in industrial progress is to work for public ownership 
and the cooperative organization of municipal monopolies, such as electric light and 
street railways,” and he does not think it advisable that national railways should be 
attempted until the growth of public sentiment is much stronger in favor of it than 
it is now. So far as the telegraph and telephone service is concerned, he believes it 
is the manifest duty of Congress to at once take the first steps toward making them 
public. (193.) 

5. Method of securing Government ownership .—Professor Parsons states that there 
are several ways by which the public might take possession of the public utility 
monopolies without a dollar of taxation. Thus the Government may, in giving a 
franchise, put into it a clause that at the end of a specified period it shall liecome pub¬ 
lic property, free of debt, as was done in France and some other European countries. 
Another way is for the Government to issue bonds to buy up utilities and pay them 
off out of the earnings of the system, as was done by the railroads in Belgium, Ger¬ 
many, and Austria-Hungary. Another plan is for a group of citizens to advance the 
capital and make the plant a public one, but worked under a lease, so that the opera¬ 
tion is governed by the private parties and the city or nation together until the capi¬ 
tal is paid for out of the earnings, at which time the system becomes completely 
public. 

With reference to the telegraph, the witness believes a good method would l*e to 
offer to purchase some of the principal lines if the companies were willing to sell at 
a reasonable valuation, but that if they were not, then tne Government might, build 
some important lines under its constitutional power to build post-roads, and by low¬ 
ering rates somewhat force the companies to reasonable terms. The same method 
might l>e adopted with reference to the railroad system, but it would be more diffi¬ 
cult, on account of the great cost of new lines ana the established character'of the 
present system. He lielieves the most practical plan would be to buy one or two 
great systems and make reasonable rates and simple tariffs and then gradually to 
absorb the other systems, on the same plan that Prussia and New Zealand pursued. 
There should first be a thorough investigation of all the facts connected with the 
receipts and operating expenses of the companies, so that there should be no exor¬ 
bitant price paid for the properties. The witness recognizes that the securities of 
corporations are in the nature of a contract between the company and the holder of 
the security, which should not be violated by the Government, and he is therefore 
in favor of l>eing very liberal on this score. Even if there were watered stocks, and 
even if there were, strictly speaking, no innocent purchasers of securities, when a 
change is made for the public benefit the burden of the change should fall on the 
whole people, who are to reap the benefit, and not on any particular class. The Gov¬ 
ernment itself was culpable in permitting so much water to creep into the capital¬ 
ization of the public corporations. He does not think the Government should ever 
pay more than the market value of the stock of any of the public corporations when 
it takes them over. (191-193.) 

Professor Ripley says that if, under Government ownership, the service could be 
maintained as our post-office service is, as the Government service in Germany is, 
and all done under the control of the United States, certain of the abuses of the 
present time might be eliminated. If, however, the Government is to have control 
of the railroads, it ought to take over all of the roads at once, so that there shall be 
no competition between Government roads and private roads. In Belgium they 
tried Government ownership alongside of private ownership, and the result was that 
the Government, had to come down to the level of cut rates and personal discrimina¬ 
tion and similar abuses in order to live. The amount of capital necessary to take 
over all the roads is so great that the possibility of such a thing is removed for some 
years. In Germany under Government ownership the service is good, but it is not 
at the level of American efficiency by any means. That is due to the absence of 
competition. (294.) 

Initiation of railroads. — Professor Adams, statistician of the Interstate Commerce 
Commission, thinks that if railroads should ever lie taken over by the Government 
the method of valuation which has recently been followed in Michigan would be 
substantially correct as a basis of payment to the owners. He adds that when 
Prussia bought her roads they were valued on the basis of a careful estimate of their 
earning capacity.. The French roads are to become the property of the state at the 
expiration of their charters on payment for the rolling stock, and without payment 
for the right of way or the connections, but if the Government wishes to taae them 
over before the expiration of the charters it can do so by paying an annuity for the 
unexpired term equal to the average net earnings of the 7 preceding years. (386.) 

B. Advantages of Government ownership and evils of private 
ownership. (See also detailed charges by Professor Parsons as to overcapitaliza¬ 
tion of railroads and discriminations practiced by them, pages lvix, c.)— 1. Definition 
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and discussion of monopoly. —Professor Parsons defines monopoly as any advantage 
which tends to shut out competition, whether it be a franchise, railroad rebate, or other 
privilege. Everv railroad in the country is a monopoly in that it has its advantages 
in regard to local traffic and tends to shut out competition in regard to that traffic. 
Many other industries are also monopolies, though they may not be wholly free from 
competition. While public ownership would be one of the greatest monopolies that 
could be imagined, still it is a public monopoly, in which there is no evil. The fault 
is not with monopoly, but with private ownership of it. We should not even confine 
public ownership merely to monopolies. Instance the case of public schools, libra¬ 
ries, fire departments, etc., which are operated by the public ana are not monopolies. 
(165.) 

2. Private monopoly a sovereign power—Political corruption. —Professor Parsons 
asserts that the principle of the private monopoly is antagonistic to democracy in 
that it means a concentration of power and wealth in the hands of the few, and is 
also an exercise of a sovereign power by private individuals for private interests. 
The changes of monopolies engaged, in essential service, such as transportation, are 
in the nature of taxation, which is certainly a sovereign power. They are, moreover, 
taxation without representation and for a private purpose. The control of commerce 
in foreign goods is also a sovereign power, and this tne transportation companies are 
able to exercise even to the extent of nullifying the tariff law by making excessively 
low import rates. Private monopolies are enabled to make or mar the fortunes of 
individuals of a whole State or section of a State, which is a power that should not 
be exercised even by the sovereign itself. These monopolies are even able to exert 
a large control over the Government. It is a familiar fact that the great railroads, 
particularly of New York, Pennsylvania, and Illinois, are able to control the legisla¬ 
tures of those States in railroad matters, and even the courts themselves. Even in 
Massachusetts, where a better state of affairs exists, it is practically impossible to do 
anything effective in legislation affecting the railroads, or street railroads, or the gas 
and electric light interests. The law establishing the State board of gas and elec¬ 
tric, light commissioners was drawn by the attorney of the gas monopoly in the 
interest of the gas company, and when a commission was sent by the legislature 
all over the country to study the subject of gas and electric light the attorney of 
these interests accompanied it, and, it is often charged, wrote its report, which was 
naturally against public ownership of these utilities. 

Professor Parsons says further that Governor Pingree, of Michigan, had stated 
that the street railways owned the Detroit council, and were continually bribing 
them and had tried to bribe him. The same condition of affairs exists in almost 
every State. The witness asserts, however, that the people are perhaps as much to 
blame for this condition of affairs as the railroad companies, and are possibly estop¬ 
ped from raising any serious objection so long as the laws remain as they are, liecause 
they have assented to the growth of the system. (159,160.) 

3. Effect of public ownership on diffusion of wealth and on democracy. — Professor Par¬ 
sons believes that the tendency of public ownership is toward democracy in political 
life and against what he terms the'aristoeraev of wealth. It would abolish arbitrary 
industrial power in the hands of the few, which is surely as dangerous as arbitrary 
political power. There is also an educational reason favoring public ownership 
in that it would develop the mind and character of those engagea in the operation 
of public utilities. The underlying cause of tin* great unrest of the present time is 
that while we have experienced an enormous progress in the accumulation and 
diffusion of intelligence and of political power, there is an ever-intensifying conges¬ 
tion of wealth in the industrial field, and these things are incompatible. “Democ¬ 
racy of intelligence can not continue side by side with aristocracy and concentration 
of power in industry.” The great fortunes of the country are clustering about the 
industrial monopolies, because they are produced by and fostered by these monopo¬ 
lies, which are getting more than a fair remuneration of profit. 

Professor Parsons maintains that public ownership of public utilities results in a 
greater diffusion of wealth, while the policy of the private railway systems is to 
build up great fortunes for a limited number of individuals, and to build up great 
cities at tne expense of other individuals and other communities. The policy of the 
countries owning and operating their own public utilities is opposed to this and tends 
to a greater diffusion ot wealtn; as expressed by the officials of New Zealand, the 
intent is. “ to have no millionaires or paupers.” (156-159.) 

4. Civilization — The test of movement. —Professor Parsons argues that the test of the 
degree of civilization of any country is found in the activities of the people of that 
country and the interchange of ideas and commercial interests. In the countries 
where there is public ownership of public utilities there is a greater degree of this 
diffusion of knowledge and a greater degree of activity among the people generally 
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than elsewhere. In all the countries which have gone from private to public 
ownership of public utilities there has been a great increase in the business. (156.) 

Professor Parsons believes that the public-ownership system favors the develop¬ 
ment of character and intelligence among the people by eliminating the conflict 
between man and man by developing sympathy and giving labor fuller opportuni¬ 
ties, and that every test of civilization points to a system of public operation of 
public utilities as tlie ideal one. (167.) 

5 Consideration of general welfare under public ownership. —Professor i arsons holds 
that public ownership would eliminate discriminations, rebates, special concessions, 
and matters of that sort entirely. The antagonism of interest between the owners 
of the system and the public would also be eliminated, thereby lowering the rates 
very materially, although low rates are not the only desideratum to bo sought. The 
removal of antagonism and the harmony brought about hv public ownership would 
redound very greatly to the public welfare. 

In Germany the railways were coordinated with the telegraph, telephone, and ]>ost- 
office, and every other public service. The railway tariff is made Jo enforce the 
national tariff instead of nullifying it, as is often the ease in the United States; instance 
the case of theTexaa and Pacific Kai 1 way Com pany some y ears ago carry i ng f reight f rom 
Liverpool or I/ondon, through New Orleans, to the Pacific coast, at a rate of $1.07, 
whereas the New Orleans products of the same grade were compelled to pay a rate 
of from $2.88 to $8.70 to San Francisco. 

The witness refers also specifically to the various ways in which m Germany the 
people, especially shippers and those directly interested, are put in touch with the 
control of the railways and other public services, so that their interest is thereby 
increased in the successful operation and development of them, and so that these 
services are made to meet the public needs. (150-153.) 

6. Consideration of local interests. —Professor Parsons asserts that the railroads have 
been forced by competition to put down the through rates between large cities, while 
they have left, the local rates practically as they were 20 years ago. The result has 
been to build up the cities at the expense of the country. One of the greatest dan¬ 
gers in the country to-day is the rapid growth and immense massing of industrial 
power in the cities. In the countries operating their own railways, an exactly 
opposite policy has been pursued, with the result that there has been leas congestion 
of business in the cities and a greater development of the country districts. 

In New Zealand and Germany the railways are operated so as to benefit the labor¬ 
ing man and to improve the educational service, as well as for the development of 
agriculture. In New Zealand they carry the laborers at cost, or even a little below 
that, and make rates to enable the city workmen to live in the country instead of in 
crowded tenement districts. In New Zealand the workingmen ai e carried at 50 cents 
a week in ami out of the big cities, and in Germany in and out of Berlin at. 17 cents a 
week, a workingman lieing enabled to live 5 or 10 miles out of Berlin and go to and 
fro as many times as he chooses for an entire year for $4.50. Ill New Zealand cheap 
excursions are made for school children, the rate being ordinarily 4 miles for a cent, 
and the school children of the primary grades lieing carried to and from school free 
of charge, as is also the case in some ot the Australian states. It is admitted that 
on tratfic of this kind the railroads are losing money, but the educational value to the 
state is far greater than the cost to the treasury. Agricultural products, where rail¬ 
roads are owned and operated by the government, are carried at very low rates, some¬ 
times free, and in case of emergency Farm stock is also carried free, with the avowed 
purpose of developing the agricultural interests of the country. (136,137.) 

7. Effect of public ownership on labor— Labor also would be benefited by public 
ownership, says Professor Parsons. The witness would not abolish the brother¬ 
hoods connected with the. railways, but he would apply civil-service methods to rail¬ 
way employees. He instances New Zealand as a case in point where public ownership 
is in vogue, and states that the construction of railways is so arranged there as to 
relieve depression instead of creating it. Railway management there aims also to aid 
farmers in obtaining the labor they need in harvest time, work on the railroads and 
other public works oeing reduced in the summer season, when farm labor is needed, 
and increased in the winter, when labor needs employment. The management also 
lets out contracts for construction directly to cooperative groups of workers, with the 
result that the average wages made by the men are nearly double what they were 
able to make under the old system of private contract, because the men put more 
energy into the work, while the result has been a saving to the state at the same 
time, as well as the development of sympathy and cooperative effort, which is one 
of the most important tests of civilization. Since the establishment of the present 
system, nine years ago, there has been no unemployed-labor agitation in New 

Zealand. (150-152.) 
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8. Safety .—Professor Parsons claims that there would be greater safety in the 
operation of railways under public management than under private management, 
and instances many cases where private corporations have neglected or refused to 
provide safety appliances until they were compelled to do so by law. Under public 
ownership the Government would be interested in having all safety appliances in the 
first instance, or as soon thereafter as possible. The witness presents the following 
table of statistics, showing that in the cases where public ownership is in force the 
number of railway accidents is less in proportion than in the cases where private 
ownership is in force. (153, 164.) 



Passengers. 

Employees. 

Killed, 

1 in- 

Injured, 

1 in- 

Killed, 

1 In- 

Injured, 

1 in- 

United States. 

2,267,000 

170,141 

447 

28 

Germany. 

10,700,000 

1,700,000 

966 

365 

Austria-Hungary. 

8,781,000 

652,000 

1,560 

200 

Belgium. 

10,000,000 

614,000 

1,360 

616 

Great Britain. 

9,000,000 

800,000 

1,070 

43 

Switzerland. 

8,826,000 

710,000 

1,015 

347 

France: 





Public roads. 

12,000,000 

4,000,000 

1,175 

390 

Private roads. 

5,000,000 

1,000,000 

1,000 

320 


C. Rates and costs of operation.—!. Principles of rate making under pub¬ 
lic and private ownership .—Professor Parsons introduces two diagrams to illustrate 
the movements of rates, efficiency of service, receipts, etc., in connection with pub¬ 
licly and privately owned and operated railways, and contends that it can be aem- 
onstrated that the results of actual experience coincide with the curves of the 
diagrams, showing that private ownership seeks the high-rate level, the level which 
will increase the service used to the point yielding maximum profit, while public 
ownership seeks the low-rate level with a view to yielding maximum service for 
actual cost. Private managers regulate the business simply to make the greatest 
profits with the least service, whereas the tendency of the public service is to look 
to the greatest development of traffic so long as it remains within reasonable cost or 
even if it might operate at a loss. (137-14-3.) 

2. Illustrations of the general tendency of public ownership to lower rates .—Professor 
Parsons states that the Hungarian Government in 1889, when it took over to itself 
the operation and management of the railways, reduced the fares 40 to 80 per cent. 
Austria and Prussia also made great reductions in railway charges. New Zealand 
and Australia, under government management, adopted the settled policy of reduc¬ 
ing railway rates as fast as possible. In New Zealand in 1899 there was a reduction 
of 20 per cent made on farm products and 40 per cent on butter and cheese, and also 
ageneral lowering of passenger fares. Belgium also has a very low tariff of rates under 

{ mblic management. When England mane the telegraph public in 1870 rates were 
owered 30 to 50 per cent at once, and still further reductions were afterwards made, 
much greater than any made in this country under private ownership. When France 
took over the telephone in 1899 rates were reduced from $110 to $78 a year in Paris, 
and from $78 to $39 elsewhere, except in Lyons. 

He further illustrates this general tendency by comparing charges made for cross¬ 
ing the Biooklyn bridge, which is owned by the cities of New York and Brooklyn, 
with the St. Louis bridge, which is owned by the Gould interests, and shows that 
the charges on the Brooklyn bridge are less than one-fourth what they are on the 
St. Louis bridge. Foot passengers and street-car passengers are charged 5 cents for 
crossing the St. Louis bndge, but are carried free in New York. The witness also 
shows that Glasgow has made great reductions in rates under public management 
of street railways. (145,146,173.) 

Professor Parsons concludes that under government ownership rates are lower 
than under private ownership of the railways and the telegraph. (173A 
3. Railway rates under government and private ownership .—Professor Parsons pre¬ 
sents the following tablets showing the average ton-mile and passenger-mile rates 
in the United States, Germany, Austria-Hungary, Belgium, Switzerland, France, and 
Great Britain. This table also shows the average distance of haul per ton and the 
average haul per passenger. 
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Average ton-mile and passenger-mik rates. 

[Germany, Austria-Hungary, and Belgium have state systems; the rest have private systems.] 



Rate per 
ton- 
mile. 

Average 
haul per 
ton. 

Rate per 
passen¬ 
ger-mile. 

Average 
haul per 
passen¬ 
ger. 


Cents. 

0.75 

Miles. 

130 

Cents. 

2 

Miles. 

26 


1.40 

60 

1.1 

20 


1.44 

57 

1 

23 


1.30 

40 

.88 

12 


2.80 

85 

1.65 

12 


1.48 

88 

1.21 

20 


2.10 


2 

10 






The passenger rates are shown to be materially lower in foreign countries. While 
it appears that the rate per ton-mile in the United States is lower than in the coun¬ 
tries having public ownership of railways, the average haul per ton is much greater. 
Terminal (marges may be assumed to*equal 40 cents per ton, which in Belgium 
would equal 1 cent per ton per mile on the average haul, while in the United States 
the longer haul would make these charges equal only about three-tenths of a cent 
per ton-mile, leaving the respective charges for actual transportation about one- 
third cent in Belgium and nearly one-half cent in the United States. The witness 
therefore holds that, taking into consideration also the question of wa^es, which are 
higher in the United States than in the European countries, and other influences, the 
rates in the United States are even higher than in the European countries having 
public ownership. There are, however, so many differences in conditions to be taken 
into account in different countries, such as wages, efficiency of labor, influence of 
grades, capitalization, cost of fuel, density of business and other factors, especially 
differences in the general level of industrial ability, that no one can reach an accu¬ 
rate comparison between government roads in the European countries and private 
roads in the United States. The only way to make the comparison between public 
and private ownership is to consider the roads in the countries where public owner¬ 
ship and management are now in force with what they were when they were under 
private management. Such consideration would show tieyond any question what¬ 
ever that public management is much cheaper, pays better wages, gives more effi¬ 
cient service, and in every respect is superior to private management. 

In all the countries in which private ownership has been superseded by public 
management the rates were greatly reduced immediately. There is an object on 
the part of the government in always reducing the rates to the lowest possible 
point consistent with the due operation of the road, while in countries having private 
management the companies reduce rates only when forced to do so by competition. 
In the United States tne local noncompetitive rates, in many instances, are as high as 
they were 20 and 40 years ago, and in some instances higher, whereas no such thing 
can be found in any of the countries under public ownership. (137-143.) 

In New Zealand and Australia, continues Professor Parsons, public and private 
ownership have lieen tried side by side, and the overwhelming consensus of opinion 
there is that public railways serve the public interest best. Switzerland, after a care¬ 
ful study of both systems, has recently come to the same conclusion, and her people 
have voted 2 to 1 to transfer the railways to public ownership and operation. These 
are more potent reasons for making the change, and are a better argument than any 
comparison of average rates can be. (137-141.) 

4. Economies of public owmm/n;).—-Professor Parsons declares that in addition to the 
fact that public ownership aims at service rather than profit, and therefore to a lower 
rate level, it also permits economies which private ownership could not secure. 
Reasons for the superior economy of public ownership are as follows: 

(1) The public plant has no lobby expenses or corruption funds to raise. 

(2) It has no rebates or commissions or other secret concessions to favored custo¬ 
mers to provide for. 

(31 It has no dividends to pay on watered stock. 

(4) It has no large salaries or monopolistic profits to provide for. 

(5 J Litigation expenses are less. 

(6) There is a saving on interest charges because of the superiority of the govern¬ 
ment credit, and also on insurance. 

(7) Public ownership gains through superior coordination of industry. 
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(8) The civic interest of the people is much increased and business is thus facili- 
tatea because people patronize their own institutions much more than they would a 
private institution. 

(9) Strikes and lockouts are avoided. 

(10) The expenses and cost of regulative commissions and investigations into the 
secrets of private monopoly are avoided. 

(11) Public morals are improved and labor agitations diminished. 

(12) The antagonism between the owners of vast industries and the public is 
eliminated. (147-149.) 

Professor Parsons asserts that the wastefulness of management of the various rail¬ 
way companies of the country would lie eliminated if the Government should take 
the companies and operate them, because the duplication of the management would 
be eliminated thereby. In connection with the other economies which would lie 
effected, as shown by a table presented by the witness, he claims that under coordi¬ 
nated public ownership, in round numbers, $662,000,000 a year would be saved. 
Traffic would be greatly increased by low rates, and it is probable that rates and 
fares could lie reduced considerably more than half under public ownership if the 
capital of the roads was paid up. (147-149.) 

Coordination. —Professor Parsons states that in most of the countries where there 
is public ownership of railways the service is coordinated with the telegraph, tele¬ 
phone, and other public services in such a way that one aids the other very materi¬ 
ally. Thus, in European countries, one can telephone a telegram to the telegraph 
office very often without any extra charge. The effect of this policy is to do away 
with the antagonism of interest which exists in countries where the public utilities 
are owned and operated by private companies, and the power of the private com¬ 
panies to make.or unmake a city, or an individual, or an industry, is thus destroyed. 
(156.) 

5. Relative efficiency of sendee. —Professor Parsons says that while the railway 
service in the United States is perhaps better than that of any other country in the 
world, still that fact is not of itself evidence of the sujHiriority of private manage¬ 
ment. In the United States workmen generally are far superior to foreign laborers, 
and the systems of doing business generally in the United States is superior to systems 
of doing private business in any European country. 

The service in Great Britain, under private ownership, is inferior to that in the 
continental countries where public ownership is in force. (139, 140.) 

Professor Parsons states further that a review of the public ownership in practice 
in all the public utilities embraced in the system in different countries shows that 
public ownership is more efficient than private in those countries where both have 
been given a fair test. He gives Germany as an instance. He asserts that, where 
there is an apparent lack of economy and efficiency in foreign countries, as compared 
with the United States, it is due to differences which show themselves between pri¬ 
vate business in these two countries also, as well as to the improvement of the con¬ 
ditions of labor under public ownership. 

6. Should public utilities be self-mppwtingf—VroiQmor Parsons does not think that 
it is a universally sound economic principle that every public utility should lie self- 
supporting. Morals, intelligence, and civilization are just as vitally related to eco¬ 
nomics as are dollars and cents. The development of education is just as much a 
part of the business of any public utility as the making of a profit, and the serving 
of the public good is the only admissible purpose of all public utilities, tie illus¬ 
trates this argument by saying that it is right that the elevator in a public building 
should be run free and the charge put upon the person who owns the building. It 
might turn out in the same way with railways—that it would be best for the inter¬ 
ests of the public generally to make them absolutely free. While in most cases, as 
far as the mass of the business is concerned, the public railways in foreign countries 
are managed so as to make a little profit, there is no necessary economic principle 
that would require them to continue on that basis. In this connection the witness 
refers to a summary by Professor Seligman, of Columbia University, on the matter 
of public utilities: 


In all the media of transportation and communication there seems to be a definite law of evolu¬ 
tion. Everywhere at first they are in private hands and used for purposes of extortion or of profit, 
like the highways in mediaeval Europe or the early bridges and canals. In the second stage they are 
•‘affected with a public interest,” and are turned over to trustees, who are permitted to charge Axed 
tolls, but are required to keep the service up to a certain standard. This was the era of the canal and 
turnpike trusts or companies. In the third stage the government takes over the service, but manages 
it for profits, as is still tho case to-day in some countries with the post and the railway system. In 
the fourth stage the government charges tolls or fees only to cover expenses, as until recently in the 
case of canals and bridges, and as is the theory of the postal system and of the municipal water sup¬ 
ply with us at the present time. In tho fifth stage the government reduces charges until finally there 
la no charge at all and the expenses are defrayed by a general tax on the community. This is the 
stage now reached in the common roads and most of the canals and bridges, and which has been pro¬ 
posed by officials of several American cities for other services, like the water supply. 
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Professor Parsons holds that the extent to which public ownership of public utili¬ 
ties and cooperative effort have replaced private action in any community is one of 
the surest tests of the degree of its civilization. The final stage in the ease of a great 
universal utility, such as transportation, is free service; but of course that stage is not 
likely to come or he approached very soon, because the country is not ready for it. 
The change is not nearly so unjust as it might seem at first eight, because the prop- 
ertv of the large taxpayers has been chiefly produced by nontaxpayers and taken 
from them bv an unjust system of wealth distribution, wherefore the railroad tax 
would, in very large part, he merely a step toward a fairer adjustment of wealth and 

Professor Parsons says, however, that if utilities should he taken over at present 
he would favor making them self-supporting, at least at first. lie would provide 
the money for operating street railways out of the earnings of the roads, and would 
leave them oil the tax list, just as they are now. He would do the same ill respect 
of telephones and telegraphs, the only difference being that the rates would he lower 
under public ownership than thev are to-day; that the lowering of the rates would 
increase the business of the utility, which was one of the principal advantages of the 
public system; that some services which do not seem at present to he universal are 
so merely because under private ownership rates are so high that they are practi¬ 
cally prohibitive to the great masses of the people. (14:f-144-!«(>.) 

I>. Effect of public ownership on politics.— 1. Public ownership m aid 
h) good i/ocmimeiil .—Professor Parsons declares that public ownership of railroads 
would tend to eliminate personal discriminations ill rates; would increase the wages 
of tile employees and shorten their hours of labor, and would remove one of the, 
principal causes of the present difficulties with legislative bodies. He believes, how¬ 
ever, that public sentiment in this country is not quite far enough advanced to make 
public operation most successful, hut that it is continually growing. Democratic 
government is not inconsistent with good management of these enterprises. In Aus¬ 
tralia, New Zealand, and Germany the system has worked excellently in respect of 
the railways, telegraph, and telephone systems, as well as ill England in regard to 
the telegraph; England is quite as democratic, on the whole, as America; New Zea¬ 
land fully as democratic; and this country, though democratic, will he aide to solve 
the problem in time, Professor Parsons holds further that the transfer of the great 
interests to public ownership is one of the strongest influences to secure thorough civil- 
service regulations ami would create a higher interest of thciieople in the Govern¬ 
ment itself. He calls attention to the cities of Glasgow and Birmingham, in which 
tile inn ease of public ownership of the national monopolies has resulted in the puri¬ 
fication of the cities because the public interests have become so great that the peo¬ 
ple have become fully aroused to the necessity of having an holiest administration 
of affairs. 

Professor Parsons declares ttiat the public ownership of the government itself is 
essential to real public, ownership of other public utilities, Ill thiscountry,especially 
m some of the cities, the government is in the control of tile monopolists,and it would 
not lie safe under such circumstances to have the government own the public utili¬ 
ties. A distinction is to be drawn between public ownership and government owner¬ 
ship. Russia belongs to the latter class. The public there lias nothing to say as 
respects the administration of government. If the government is a private monopoly 
everything in the hands of the government is a private monopoly. 

Complete public ownership of the government involves civil-service reform and a 
system of direct nominations and direct legislation, so that the people can at all times 
control their representatives and their administrative olheers. Tins is a fundamental 
element in the theory of public ownership and the key to the whole situation. 
(160,11)1,162.) 

2. Effect of inmate of o,ffice clans— Professor Parsons refers to thegenerally admitted 
difficulty in the matter of public ownership of public utilities creating an office 
class and of increasing the public patronage and the power of the party) in power. 
He thinks, however, that there is nothing alarming in that feature of it. Under 
proper civil-service regulations the public servants would lie freer than they are to-day 
as the servants of the private monopolies, in New Zealand the employees of the 
public utilities feel absolutely free, not merely to vote as they believe, but to criticise 
the government whenever they see fit. Every railway officer and employee there 
has a vote in electing the appeal board or arbitration court that settles all questions 
between employees and the government. This he terms “ a bit of real industrial 
democracy." An employee who is discharged can apjieal to this judicial tribunal 
to decide upon the justness of his dismissal or upon any other question affecting his 
status as an employee. Thus the employees have far more liberty, both industrially 
and politically, than the government employees or the employees of any private 
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corporation in this country. The same thing is true to a very great degree in Eng - 
land in respect to the employees of the post-office and telegraph, as well as in 
Germany. It would be more difficult of course to establish the same system in this 
country because of the size of the country and, because we are not educated up 
to that point where there is a public sentiment in favor of it, but these difficulties 
could in time be overcome ana should be overcome gradually, not by taking all the 
public utilities over at the same time, but by taking one at a time and organizing 
that thoroughly on the basis of the present employees and officers. Thus the only 
dfference under public ownership would be, so far as the operation is concerned, 
that it would be operated for the benefit of the people instead of for the benefit of a 
few stockholders. After one system was thoroughly established another could be 
taken over and treated in the same manner. 

Despite the fact that there are in the neighborhood of 800,000 railway employees 
in this country, Professor Parsons does not believe that there would be political 
danger if they were made government employees, or that they would be a political 
power in the government. They are, after all, only a small fraction of the voting pop¬ 
ulation of the country. 

In the administration of government railway affairs, continues the witness, there 
should be local directories and local advisory boards representing the various inter¬ 
ests of the country substantially in the same way as is now the case in the countries 
where public ownership obtains. This would avoid the danger of undue officialism. 

Professor Parsons believes in the pensioning of employees who have served faith¬ 
fully for a long period of time, and holds that the expense of so doing, or any apparent 
favoritism, is not any objection at all to his theory. One of the strongest arguments 
in favor of public ownership, indeed, is that it tends to the elevation of labor, better 
wages, shorter hours, sick relief, old age pensions, etc. Those features are not 
objected to as regards the fire departments or the police departments of the cities. ' 
(162-166.) 

E. Objections to Government ownership.— 1 . Generally.— Professor 
Parsons refers to the principal objections urged against public ownership. The one 
is the matter of patronage. While there might be a tendency to the abuse of pat¬ 
ronage under the public ownership system, the system itself creates a j»owerful 
force opposed to that abuse by increasing the importance to the community of having 
good government. The financial interest of the wealthy would be turned in favor of 
having the Government honestly and fairly administered, while now the tendency 
is often otherwise. Political abuses from private ownership are extremely serious. 

Mr. W r ooDLOCK, railroad editor of the Wall Street Journal, does not think that 
Government ownership of railroads would be good for the Government or good for 
the people. He sees no more reason for it than for Government ownership of the 
steel business or of the newspaper business. (463.) 

Mr. Greene, of the Audit Company of New York, does not think that Government 
ownership of railroads would be advisable under any circumstances. There would 
be too much politics in the management. (489.) 

Hon. Charles Francis Adams, of Boston, says that he has no faith whatever in 
Government ownership of industrial enterprises. If left alone, individual ownership 
will beat the Government every time. The best railroads in Euro{>e are the Englisn 
railroads, and those are left to private enterprise, and are handled accordingly. 
(829.) 

2. Objection# of the Italian comm,mum .—Professor Parsons states that the report of 
the Italian commission of 1880 is often referred to as proving the case for private 
ownership of the railways. He analyzes that report, however, and asserts that its 
conclusions are practically worthless for the United States. The reasons of the com¬ 
mission were partly invalid on their face, and partly inapplicable to this country. 
The commission lacked almost the whole of the important facts and experiences— 
those of Prussia, Austria, New Zealand, and Australia—that have since demonstrated 
the superiority of the public railways. Moreover, it was appointed on purpose to 
make the decision it did make, the appointing power desiring such a decision. 

The commission based its conclusions upon three propositions: (1) That the credit 
and finances of the Italian Government were too weak to undertake the opera¬ 
tion of railroads; (2) the unsuccessful results of a brief experience of 3 years with 
direct operation in northern Italy, these results being due partly to the fact that the 
lines had come to the Government in a dilapidated condition and had been operated 
by Austrians who were displaced and their places filled by inexperienced men; 
(3) that state operation is more expensive than private operation. 

Any argument that might be sought to be drawn from any one of these propo¬ 
sitions has no application to the United States. The argument as to economy of 
operation was not based on a careful analysis of detailed facts. The railway pro- 
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motors of Italy wanted the lease of the roads and the Government desired it also 
in order to get funds for other purposes, especially for the building up of the army 
and navy. 

F. Government ownership of roadbeds only.— Replying to a Question 
as to whether he thought it possible for the public to own the roadbeds, and corpo¬ 
rations or individuals to do the transportation business in competition over those 
roads, Professor Parsons says that he does not favor it because that system does not 
eliminate the element of antagonism of interest which lies at the bottom of the 
problem. Competition between those operating trains means the building up of 
great cities and of private individuals, and the system of discriminations which he 
believes are insuperable objections to it. Moreover, two companies could not ope¬ 
rate trains at the same time on any line of railway, so that there would still be 
monopoly except at larger cities. (165.) 

Ci. Regulation of private monopoly.— Professor PARsons says that regula¬ 
tion is not sufficient to solve the problem of the public utility monopolies, for the 
reason that it can not overcome the antagonism of interest between owners and the 
public nor the congestion of wealth and power. With public ownership the man¬ 
agers would be impelled to administer tne system with the same earnestness and 
honesty as they would their private affairs. (181-182.) 

XIII. THE TELEGRAPH BUSINESS. 

A. General description and atatiNtics.— 1. Western Union Telegraph Com * 
pmii/.—l Mr. Clark, vice-president of the Western Union Telegraph Company, sub¬ 
mits extracts from the annual report of that company showing the mileage and other 
conditions of business. In 1866 the company had 87,380 miles of jades and 75,686 
miles of wire. In 1900 it had 192,705 miles of poles and 933,153 miles of wire. In 
1900 it had 22,900 offices. (241.) 

2. Xmulin' of message*. —The number of messages sent by the Western Union Tele¬ 
graph Company, as stated in its annual report, increased from 5,879 in 1867 to 17,153 
m 1875. By 1885 the munl>er had reached 42,096 and by 1890,55,878. The number 
of messages sent in 1893 was greater than in any later year, reaching 66,591,858. 
(241.) 

Mr. ('lark says that the numlier of messages transmitted during the year 1900 by 
the Western Union Company was 63,167,783, which does not include those going 
over the leased wires to the press and other interests, lie figures the latter classes 
as amounting to 7,500,000, making a grand total of over 70,000,000 messages. (216.) 

3. Postal Telegraph Companij — Albert B. Chandler, president of the Postal Tele¬ 
graph Company, gives a brief history of the organization and development of the 
company. The Postal Telegraph Company is a reorganization of the original Postal 
Telegraph Company, and has been 15 years under its present organization and man¬ 
agement. It has acquired quite a number of smaller telegraph companies, but its 
projierty is chiefly of its own construction. The Postal Telegraph Company and the 
Commercial Cable Company have been substantially one projierty since January, 
1897, the cable company being in control of the Postal Telegraph Company. (193, 
194.) 

Mr. ('handler states that at the close of last year the mileage of the Postal Telegraph- 
Cable Company, not including the Atlantic cables, was 26,042 miles, the wire mile¬ 
age 169,236 miles, the number of offices 20,781, and the number of messages trans¬ 
mitted 16,528,444. (194.) 

4. Telegraph franchises.—-Ur. Chandler states that it is now universally true that 
in going through any city or town the telegraph company has to acquire a franchise. 
He claims that under the post-road act of Congress of 1886, and the amendments 
thereto, a municipality can not prevent the erection of poles and wires in the cities, 
but can only regulate the construction. Practically, however, the difficulty in 
obtaining permission for construction of lines is as great as that of obtaining an entire 
franchise. 

Mr. Chandler says that the method of acquiring franchises varies about as much 
as the number of places, llis preference is to pay a reasonable concession to the 
city government. It is common for the company to make its wants known and to 
explain the purposes and the extent of its use of the public highways, and make it 
understood that it is trying to do good and not harm, and is willing to pay what is 
reasonable for the privileges asked for. It rarely happens now that competing com¬ 
panies offer opposition to the securing of franchises. (196.) 

5. Relations of the telegraph comjmnies to telephone and railroad corripanm. —Mr. Clark 
states that there are no relations between the Western Union Telegraph Company 
and the Bell Telephone Company, excepting that the telephone company collects 
and delivers messages for the telegraph company and is paid for it. There was at 
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one time some sort of a contract between the two companies, but it expired with the 
expiration of the Bell patent. The relation of the telegraph company to the railroad 
companies in a general way is that the telegraph company has constructed lines along 
the railroads and given the railway companies the use of their wires, and in return 
the railroad companies employ operators to do their own telegraphing and incident¬ 
ally the commercial business for the telegraph company at the smaller stations. 
There is substantial uniformity in those contracts throughout the country. He does 
not feel at liberty, however, to submit any of those contracts to the commission. 

The contract with the Bell Telephone Company grew out of a long fight between 
the two companies on the patent question, and it was compromised by tne telephone 
company paying a part of its royalties to the telegraph company for the term of its 
contract, and the telephone company took over the plant that the Western Union 
had built. The contract expired in 1896, with the expiration of the Bell telephone 
patent. (217, 219.) 

6. Ocean cable*.— Mr. Clark states that the Atlantic cables are from 1,800 to 2,500 
miles long. The capacity of a cable is not to exceed 17 words a minute. They have 
only one conductor, and must be made very strong because of the great depth at which 
they are laid. It is ]>ossible to duplex the cable, and there is a fortune m it for any 
man who can “quad” it. 

Mr. Clark states that the cost of laying an ocean cable is much greater than that 
of constructing a telegraph line on land. The general cost of the cable line is about 
$1,000 per mile, and it has only one conductor. Moreover, the cost of maintenance 
of the cable line is much greater than that of the telegraph line. In the case of a bro¬ 
ken cable in deep water it becomes necessary to lit out an expedition on a large ship, 
which might be out sometimes as much as 3 months in the Atlantic service. (232.) 

B. Capitalization and prollts or telegraph companies.— 1. Charges 
of overcapitalization of Western Union Company .—Professor Fa ksons states that of the 
$95,000,000 of stock of the Western Union Telegraph Company a very large part is 
water; $60,000,000 of the stock represents less than $10,000,(MX) of actual value, and 
$35,000,000 represents largely stock dividends which can not lie analyzed. The 
highest estimate any legislative committee that has investigated the matter has ever 
placed upon the amount of money paid in by the stockholders is $16,000,000. The 
plant lias been built up out of earnings very largely. The railroad commissioners of 
North Carolina in 1897 had made an extensive examination and came to the con¬ 
clusion that about $5,(XX),OIK) was the actual value of the Western Union Telegraph 
Company over and alx>ve its bonds. From the lx*st information obtainable, says tne 
witness, it appears that the plant could be duplicated for from $20,000,000to$30,000,000 
at the outside. 

Professor Parsons says further that when recently the attempt was made in Ohio to 
increase the taxation of the Western Union lines the assessment was fixed, on the 
basis of two-thirds of the value, at $2,000,000 for the 8,272 miles of line in the State. 
The company claimed that the property should be assessed at not more than $647,000, 
and that the total cost, including all wires on a line, ami including also the cost of 
stations and equipment, was on the average $103 per mile of poles. On this basis 
the total 190,000 or 200,000 miles of poles owned by the company would be worth 
about $20,000,000. (185,186.) 

Mr. Roberts quotes from the Washington Evening Star of 1893 to the effect that 
the paid-in capital of the Western Union Telegraph Company does not amount to 
over $10,000,000, while its stock amounts to over $80,000,000. All above the 
$10,000,000 is pure water. The Star also stated that if the time should come when 
the Government would buy out the Western Union it would be necessary to squeeze 
this water out of the stock, or else the Government should build its own lines and 
operate them and let the inflated concern take care of itself. The witness quotes 
also from the report of the executive committee of the National Board of Trade of 
November 15, 1882, which gave a history of the great growth of the capitalization 
of the Western Union Company. That report stated that in 1858 the Western Union 
had a capital of $385,700; that 8 years later the stock had increased to $22,000,000, 
of which $3,322,000 was issued in the purchase of competing lines and $18,000,000 
was issued in stock dividends; that afterwards, when the United States Telegraph 
Company was purchased by the Western Union, over $7,000,000 of stock was issued, 
which was alleged to be 5 times the value of the property taken in; and that in the pur¬ 
chases of the other telegraph companies, occurring subsequently, practically the same 
proportion of stock was issued in respect to real value as in the cases mentioned. 
The witness states that it is the universal opinion of those who have given the subject 
consideration that “on one side are the people and on the other the Western Union 
Telegraph monopoly.” (267,271,272.) 

2. Denial of overcapitalization of Western Union Company.— Mr. Clark denies the 
charge that the Western Union Telegraph Company is overcapitalized. The rates 
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charged would compare favorably with the rates charged by any system of telegraphs 
that could be put upon the same basis without governmental aid, and there are no 
overcharges. Comparing Great Britain with the United States, the total cost of the 
lines in Great Britain up to March 31,1900, was $66,603,662, or an average capital 
account of $1,530.80 per mile of poles and $215.90 per mile of wire. The total capi¬ 
talization of the Western Union Telegraph Company, including the stock, the col¬ 
lateral trust bonds, and all other bonds and liabilities, amounts to $131,364,665. On 
this basis the capitalization per mile of poles in the United States is $703.80. Deduct¬ 
ing the Atlantic cables from the wire mileage, the capitalization per mile of wire is 
$141.70. Thus the capitalization per mile of poles in Great Britain is more than 
twice as much as that of the Western Union Company and the capitalization per 
mile of wire one-half as much more. 

Figuring the capitalization from another standpoint, and deducting $11,000,000 
of assets from outside companies that are not telegraph companies and whose sys¬ 
tems are not in any wav comprised in its mileage, the capitalization of the Western 
Union is $120,364,665,'or $645 per mile of poles and $129.80 per mile of wire. 


(212,213.) 

Professor Parsons criticises the statement that the capitalization of the Western 
Union Telegraph Company is $645 per mile of line and $130 per mile of wire, while 
the British capitalization was estimated at $1,530 per mile of line and $216 per mile 
of wire. He says Mr. (’lark’s estimate of the British capitalization is made up by 
adding to the outstanding capital debt the whole cost of extensions and improve¬ 
ments from the beginning, and making no allowance for depreciation. Besides this, 
it is well known that England paid the company at least four times and probably 
five or six times the actual value of the lines. It would be better to take for compar¬ 
ison the telegraph capitalization in some country that had not made such an exorbi¬ 
tant purchase. Better still would it be to compare the $645 a mile with the cost of 
construction in this country or with the Western Union claim in recent litigation in 
Ohio, that its whole property in that State did not cost over $103 per mile of line. 
Even this contrast probably does not show the real inflation in Western Union cap¬ 
ital, for Vice-President Clark took the whole mileage of poles and wire reported by 
the companv, which there is the very best reason to believe is the sum of all the lines 
bought and built from the start, many of them now in the junk heap. Vice-President 
Clark sa\s that the “capital of the Western Union Company has resulted from the 
amalgamation of a large number of telegraph companies from the beginning,” and 
everyl>ody knows that when companies amalgamate the resulting capital is a good 
deal more than the sum of the former separate capitals. What is the relation between 
capitalization and the real value of the plant is the important cjuestion. (889.) 

Mr. Clark states that the Western Union Telegraph Company guarantees the 
stocks of other companies which it has taken into its system, amounting to quite a 
large sum, for which no Western Union stock has been issued. The stocks of the 
companies for which Western Union stock has been issued have been canceled. 
There are alxmfc 11,000 stockholders of the. Western Union Company, only about 50 
of whom hold large blocks of stocks. The regular dividend is 5 per cent, and has 
been so for a number of years. (226.) 

Mr. Clark states further that the capitalization of the Western Union Telegraph 
Company has not been increased with the increase of the service and with the 
amount of money expended in the betterment of the system. Referring to the 
absorption by the Western Union of the Atlantic and Pacific and the American 
Union Telegraph Companies in 1879, he says that ho is unable to tell whether the 
capital stock ot the Western Union was increased at that time or not, but whether it 
was or not (referring to an opinion of the United States court of appeals) there was 
no more increase in the capitalization than the values of the property absorbed 
would warrant. The capitalization per mile of wire has steadily gone down 
Ijecaine the property has been reconstructed without adding additional capital to it, 
the amount for reconstruction being taken out of the earnings of the company. 
( 221 .) 

3. Cost of reproduction.— Mr. Clark, referring to the arguments that the cost of 
reproducing the property should be the proper test of its value, maintains that this 
is not the correct test. Moreover, the claim that the lines can be reproduced for 
$120 to $130 per mile is preposterous. This would not l>e true even if there were 
but 2 wires to the line, and while only about 30 per cent of the lines of the Western 
Union Telegraph Company have only 2 wires, on manv of the lines of the system 
there are as many as 200 wires, which make it very much more expensive. The cost 
of expensive terminals in the various cities (many of w'hich run up into the millions 
of dollars) must necessarily be taken into consideration in determining the value of 
the property. It cost the company $100,000 per mile to construct the underground 
and pneumatic system for 3 miles from the uptown to the down town offices in New 
York City. The witness further maintains that another factor in the value of the 
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property is the fact that it has been built up by the brains of many managers and has 
a certain value which might lie termed its good wiil. The property as it is to-day 
represents in a large part many renewals and reconstructions; this outlay would 
amount to from $50,000,000 to $60,000,000 expended since 1866. (215.) 

Mr. Clark states that he can not make an estimate of the average cost of construct¬ 
ing a mile of poles with 1 wire, because there arc so many varying conditions in 
the country as to render an estimate unreliable. He also states that he car. not esti¬ 
mate the cost per mile of wire and the cost of terminals, for the same reason. 
( 221 , 222 .) 

Mr. Chandler states that the cost of building a telegraph line varies. He has 
known a good single-wire telegraph line to be built for $150 per mile, and he lias 
known single lines of telegraph in cities to cost $10,000 under ground. (204. ) 

4. Capitalization. Ilf Postal Telegraph Company.—Mr. Chandler states that the cap¬ 
ital stock of tile postal Telegraph Company was, at the time of the acquisition of the 
property by the Commercial Cable Company, exchanged for bonds of the Gallic Com¬ 
pany, Tile whole capital of the Postal Company—$20,000,000—is in bonds issued by 
the Cable Company in exchange for $20,000,000 of stock of the Postal Company and 
for property since acquired. The Postal Company has no shares of the stock out¬ 
standing on its land-line properties. The Postal Company has no sinking fund and 
no cumulative feature in its interest-bearing bonds. The $20,000,000 of bonds cover 
not only the tangible property of the company, hut its franchises, patents, and a 
variety of requisites fur carrying on the telegraph business. (194.) 

Mr. Clark states that the Postal Telegraph and Calile Company has $18,000,000 of 
4 per cent bonds, and that that does not cover all that the lines have cost, which is 
about $20,500,000. On the mileage given by that company in the United States it 
is capitalized at $782 per mile of poles and $121 per mile of wire. This company 
was the result of a nutnberof reorganizations of other companies and lias been built 
up on practically a cash basts. (212-213.) 

5. Pro/its of the Western Union telegraph system. —Mr. Randall traces the growth of 
the Western Union telegraph system, loginning in 1858, when its capital stock was 
only $385,780, and states that during the next 8 years its stock dividends amounted 
to nearly $18,000,OIK); that the largest dividend declared by the company up to 1874 
was 414 per cent. The company has realized $100,000,000 in 25 years in dividends. 
An investment of $1,000 in Western Union stock in 1858 would have received up to 
1890 stock dividends of more than $50,000 ami cash dividends equal to $100,000, or 
300 per cent of cash dividends per year.. (243-244. ) 

Professor Parsons states that Postmaster-General Wanamakcr’s investigations 
showed that early investments in Western Union stock have received an average of 
300 per cent casli dividends per year from 1858 up to 1890 and 150 |>er cent per year 
in stock dividends besides. Cash dividends for the period from 1858 to 1866 were 
100 per cent a year and the total dividends 700 per cent a year. (190.) 

Mr. Clark states that the annual gross earnings of the Western Union Telegraph 
Company amount to nearly $25,000,000, while the gross expenses are about $18,500 000, 
which leaves a balance of something over $6,000,000 for dividends on the stock, [or 
interest on the bonds, and for sinking-fund purposes, with a small surplus. The 
expenses fora year are made up of operating and general expenses, amounting to 
over $13,000,000; rental of leased lines, over $1,500,000; maintenance and recon¬ 
struction, nearly $3,000,000; taxes, a little over $500,000; equipment, a little over 
$300,000. The operating and general expenses for salaries amount to $9,000,000, 
or practically 50 per cent of the whole expenses, which does not include the salaries 
for regular linemen, special line gangs, and goneral labor expenses. (216.) 

6. faofils of Postal Telegraph Company.— Mr. Chandler states that the Postal Tele¬ 
graph Company earned and paid 4 per cent dividends previous to the sale of its 
property and has just about earned the interest that has been paid by the Cable 
Company on the bonds since ttie acquisition of its property by that company. (194.) 

Mr. Chandler states that all the earnings of the Postal Telegraph Company above 
dividends of 4 per cent paid on its $20,000,000 of bonds have been invested in 
extension and new construction, but that it is impracticable to ascertain accurately 
the amount of surplus earnings that have gone into the property. (194, 202.) 

Mr. Chandler states that the Commercial Cable lines have up to this time had an 
advantage over the land lineB in earning capacity. (202.) 

C. Telegraph rates.— 1. Telegraph rates in United States.— Mr. Randall states 
that the rates for telegrams in this country are so varied that it is difficult to tell 
wbat they are from one place to another without going to a telegraph office and mak¬ 
ing inquiry. He submits a table showing the rates from New’ York to all the princi¬ 
pal cities in the country, ranging from 25 cento for 10 words and 2 cents for each 
additional word to $1 and 7 cents. This table is as follows: 
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Alabama, 50 and 3. 

Arizona, 81 and 7. 

Arkansas, 60 and 3 and 00 and 4. 
California, 81 and 7. * 

Colorado, 75 and 6. 

Connecticut, 25 and 2. 

Delaware. 26 and 2. 

District of Columbia, 25 and 2. 

Florida, 00 and 4. 

Georgia, 60 and 3. 

Idaho 81 and 7. 

Illinois, 50 and 3. 

Chicago, 40 and 3. 

Indiana, 60 and 3 and 40 and 3. 

Indian Territory, 75 and 6. 

Iowa, 60 and 4 and 60 and 8. 

Kansas, 00 and 4 and 50 and 3. 

Kentucky, 60 and 3 and 40 and 3. 
Louisiana, 60 and 4. 

Maine, 25 and 2 
Manitoba, 75 and 5. 

Mary land, 25 and 2, 30 and 2, and 40 and 3. 
Massachusetts, 25 and 2 
Minnesota, 00 and i and 60 and 3. 
Mississippi, 60 and 3. 

Missouri. 00 und 4 and 50 and 3. 


Montana, 75 and 6. 

Nebraska, 00 and 4 and 60 and 3. 

Nevada, 81 and 7. 

New Brunswick, 50 and 3. 

New Hampshire, 20 and 1 and 25 and 2. 
New Mexico, 75 and 6. 

New York, 20 and 1 and 25 and 2. 

North Carolina, 50 and 3. 

North Dakota, 75 and 6. 

Ontario, 40 and 8. 

Oregon. 81 and 7. 

Pennsylvania, 25 and 2 and 20 and 1. 
Quebec, 40 and 3. 

Rhode Island, 25 and 2. 

South Carolina, 50 and 3. 

South Dakota, 75 and 5. 

Tennessee, 50 and 3 and 40 and 3. 

Texas, 75 and 6 und 50 and 3 
Utah, 75 and 5. 

Vermont, 25 and 2. 

Virginia, 40 and 3,30 and 3, and 25 and 2. 
Washington. 81 and 7. 

West Virginia, 40 ami 3 and 35 and 2. 
Wisconsin, 50 and 8. 

Wyoming, 75 und 5. 


Mr. Randall nays that there are special rates less than the commercial rates given 
in the table, but that there does not seem to he any universality even in respect of 
these special rates. He believes in uniformity of rates; he does not think distance 
should lie considered in telegraphy any more than in the carrying of the mails. The 
company has the line erected and the operators employed, and it really does not cost 
any more to send a telegram from Maine to California than from Washington to 
Alexandria. Nineteen twentieths of the telegraph business of the company is done 
within a radius of 1,000 miles of New York, and rates on that business would pay for 
any deficiency in the revenues for longer distances. (251, 257, 258.) 

Mr. Clark describes the various kinds of rates in force in the telegraph system of 
the country. The commercial rates are made up in different ways. For instance, in 
some States the rate for a 10-word message is 25 cents for the whole State and there 
are also such special rates from State to State and between large centers. The rates 
for local purposes all through the country, if not thus specially determined, are made 
up by a system of squares, a square being 50 miles each way, and the rate being 25 
cents from any square to any two circles of contiguous squares. The highest rate 
charged for the country is $1, which is from the Atlantic to the Pacific coast. There 
is also a system of night rates east, of the Rocky Mountains, by which messages can 
be transmitted during the night and delivered next morning at, about half the day 
rate, there lieing no rate less than 20 cents. (209, 210.) 

Mr. (Hi vnoleh states that the rates of the Postal Telegraph Company for messages 
of 10 words, exclusive of date, address, and signature, range from 20 cents, applying 
locally in a few cities, to $1, applying between the extremes of the Atlantic anu 
Pacific coasts, and that the average amount received jkt message during the year 
1900 was 34.2 cents. He states further that the small customer is as cheaply served 
as the large customer, a circumstance which is due to the fact that in the transmis¬ 
sion of telegrams every message takes exactly as much time of the operating service 
and as much use of the lines as every other message of equal length. 

Rates are lixed on a system similar to the zone system. The whole country is 
divided into squares, and the rate is made from one square to another. (194,195.) 

2. Comparison of European and American telegraph rates .—Professor Parsons 
states that the average telegraph receipts in this country are about 31 cents for ordi¬ 
nary messages, while in European countries the rate is very much less. He submits 
the following table showing tne comparative rates for the principal European coun¬ 
tries to lie less than one-half what the rates are in this country: 


Country. 

Ordinary 
rate per 
word. , 

I Ordinary 
i miuimum 
i charge per 
message. 

Average 
receipt 
per mes¬ 
sage. 

Great Britain. 

Cents | 

Cents. 

Cents. 

France . 




Germany. 

w 

n 

12 


Belgium. 


Switzerland. 

j 



Austria. 


11 


United States. 
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Mr. Parsons asserts that the difference in rates between the United States and 
European countries can not be accounted for w holly upon the greater distances in 
the United States, as is claimed by the Western Union Company, because, if the 
total cost for maintenance and reconstruction of the Western Union were taken as a 
basis for calculation, the increased cost per message would not exceed 3 cents. (186, 
187.) 

Mr. Randall declares that the rates for telegraph service in this country are 
excessive and very much higher than the rates for similar service in the European 
countries where the telegraph is under government control. .Sixty-one per cent of 
the telegraph lines of the world are under government ownership. In the European 
countries no more charge is made for 100 miles than for 1 mile, the same principle 
being applied to the telegraph there as to our postal system. In most of these 
countries the postal service and telegraph are combined, and in nearly all of them 
the combined service makes a profit. He instances Italy in 1890 as having a net 
nrofit of $300,837 from the combined service. He quotes from Postmaster-General 
Wanamaker: 

“1 believe that a telegraph company could make a great deal of money on a uni¬ 
form 25-eent 20-word message to alt parts of the country. The increase of business 
on lower rates would be so large that the profits of the telegraph company, in my 
judgment, would not be diminished.” (244.) 

Mr. Robkkts states that the rates for telegraph service in this country are greatly 
iri excess of the rates in European countries, where the lines are operated by the gov¬ 
ernment, and that the service here is inferior. The Western Union Company, in 
making comparisons with Europan countries, has always contended that one ot the 
reasons why rates were higher here than there was because of the greater distances. 
The Western Union, in making this argument, always attempts to minimizo European 
distances and magnify distances in the United States, and he submits some figures 
taken from the Western Union statistics in support of his statement. (271.) 

Mr. Clark states that the average rate received for telegrams of all lengths by the 
Western Union Company is 30.8 cents and the operating excuse about 25.1 cents. 
These figures are obtained by dividing the total receipts and exjienses by the number 
of telegrams. In Great Britain the average cost per message is 15 cents. If the rates 
of Great Britain were raised to practically what they are in the United States, the 
service would perhaps be self-supporting. He states, however, that the messages 
passing over international lines in Europe are charged for at a higher rate than for 
similar messages in the United States. (224-226.) 

Mr. Clark states that the telegraph rates in the European countries are based on 
the entire count of the message, including address and signature. The rate in Great 
Britain is 12 cents as a minimum, which covers 12 words, and I cent for each addi¬ 
tional word. In France the charge is 10 cents for 10 words or less, in Norway 13 
cents, and in Germany 12 cents for 10-word messages. In Belgium 15 words or less 
may ne sent for 10 cents. The additional rates in each of these countries are about 
1 cent per word. Messages to all distances are apparently at the same rates. 

Mr. Clark asserts further that the distances in European countries are very short 
compared with those in the United States. The circuits in which the25-cent rate 
would apply in the United States are much larger than the usual circuits in Great 
Britain, with which he makes particular comparisons. About 65 per cent of all of 
the messages in Great Brita** are sent into and out of London. Distance is a very 
important item in any consideration of the question as to whether the rates in England 
can beproi>erly compared with the rates in the United States, the conditions being 
so different. 

Finally Mr. Clark emphasizes the fact that in the United States there is no charge 
made for the address and signature of the message, while in the European countries, 
with which comparisons have l>een made, these matters are counted as part of the 
message. While the rates of the European countries would appear on their face to 
be much below the rates in the United States, it would be found upon examination 
that a message in the United States costing 25 cents would average 21 words long, and 
at the rate of 1 cent a word, which is common in the European countries, this would 
cost 21 cents per 10-word message. (208, 209.) 

Referring to the rates in the European countries, Mr. Chandler says: 

“ In European countries the distances are very short in commrison with ours, and, 
besides, in European countries every word is charged for. Here the rate is upon 
the message itself. .The date, address, and signature are not paid for. * * * I 
have repeatedly been informed, both by telegraph officers abroad and persons using 
the telegraph tliere, that, taking into account the fact that all words are charged for 
by foreign governments and that the distances within the limits of European coun¬ 
tries are less than in the United States, rates there are nowhere lower than here, and 
in ease of messages going from one country to another they are much higher.” 
(194, 195, 202, 203.) 
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Professor Parsons replies that Mr. Clark’s comparisons are vitiated by his assump¬ 
tion that 11 words is the average of the address and signature, thus making 21 woros 
the ordinary message as the basis of comparison. President Green, of the Western 
Union Telegraph Company, some years ago placed the average number of words in 
the address and signature at 7 }>er message. Even if the average message were 21 
words here the comparison would not be fair, for it is perfectly certain that the aver¬ 
age message for England is about 15 words only. The minimum rates at which 
messages can be sent, and the actual average charge, are vital matters for making 
comparisons. In Great Britain a message from any point to any other point in that 
country may l>e sent for 12 cents. From any point in the States of Massachusetts, 
New York, Connecticut, or New Jersey to another point in the same State is 25 cents. 
The average charge for all messages in Great Britain is about 15 cents, as against 31 
cents in the United States. Mr. Clark admitted, says Mr. Parsons, that 3 cents a 
message added in Great Britain would pay for all extensions and cover the interest 
charges on a debt overloaded by the purchase of lines at aland four times their value. 
By Western Union data less than 3 cents of the 31 charged in the United States are 
due to distance, and the evidence shows that telegraph expenses are not run up by 
paying high wages. (887.) 

3. fnternational ratex. —Mr. Clark states that, as to the through business on the 
Continent of Eurojie, one can register a code address just as is done in resjiect of 
cable messages and pay $5 per year for that registration, but that that system is not 
used by the general public iK'cause it is too expensive. It is safe to assume that 
practically all the general business passing lietween London and any of the large 
cities on the Continent would be on the same count as business in the United States, 
the tendency living to make it more, liecause the names of streets are much more 
involved there than here The rate for all international business in Europe is made 
on a word-count, and not on a count of 10 words or less. The rate between h>ndon 
and Paris is 5 cents per word, or $1.05 on the message of the average sent in this 
country at the 10-word rate; whereas from New York to any part of New England, 
Pennsylvania, or New Jersey (which is practically the same distance), the rate 
would he but 25 cents. “From London to Marseilles, 827 miles, the rate is 5 cents 
a word; that would In* the same as Paris—$1.05—while our rate from New York to 
Chicago, about the same distance, is 40 cents. From London to St. Petersburg the 
distance is 1,774 miles, and the price is 1U cents a word, or $2.41 for 21 words, 
while our rate from New York to Galveston, 1,780 miles, is 75 cents. From London 
to Berlin is 746 miles, ami the telegraph toll 6 cents a word, or $1.25 for 21 words, 
while our rate from New York to Cincinnati, the same distance, is 40 cents. From 
London to Rome is 1,192 miles, and the rate is 6£ cents per word, or $1.37 for 21 
words, as compared with our charge of 60 cents from New York to New' Orleans, 
1,344 miles.” (209.) 

Mr. Clark states that the cable rate from New York to Europe is 25 cents per 
word, and that for a less distance it might Ik* less, because less money is invested in 
the line for a shorter distance. The comparisons as to the rates from New York to 
various points in this country with the rates from Iaindon to various European 
countries are fair, although as a part of the distance from London to the continental 
cities is hv cable, because the cable distance from England to the Continent is very 
short. The rates from one continental place in Europe to another are practically the 
same as from England to any of the continental countries, the rate from Paris to 
Berlin being 4 cents per word. (218.) 

Professor Pxrsons replies that Mr. Clark’s comparisons of American rates from 
New York with European rates from London is unfair, (1) because the American 
rates are internal, while the European are international, each country adding its own 
tariff; (2) the American rates are land rates, while the European rates include the 
cable from England to the Continent, which, as Mr. Clark admits, is infinitely more 
costly than the land service. (887.) 

Professor Pa rsonh criticises the statements made at various earlier times by the West¬ 
ern Union Telegraph Company in respect of the distances between various European 
places and between places in the United States, saying that for the purposes of mak- 
mg out their cases the Western Union has magnified the American distances and 
minimized the European distances, and in a table submitted to a Congressional com¬ 
mittee in 1870 had not correctly stak'd the distance, but had put the distances from 
one-third to one-half less than the actual distances. 1 The rates compared by the 
v\ estern Union, moreover, were for internal traffic in the United States and for inter¬ 
national traffic in Europe, international traffic being, because of different controlling 


■JJ? e *i!* stancea 8tatef l by Mr. Clark in his testimony—126—before the Industrial Commission are 
nearly the same as those stated by Mr. Parsons as being correct. 
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authorities, much more expensive than internal. For internal traffic in the United 
States, the rates were founa by the committee of 1870 to be from three to four times 
as high as for internal traffic under European systems operated by the government. 
(187-188.) ry . int _ . 

4. Derrnty of population and amount of service in United States and foreign countries.— 
Mr. Thomas F. Clark, vice-president of the Western Union Telegraph Company, 
states that, in his opinion, the comparisons that have been made by other witnesses in 
regard to the telegraph in Great Britain, Ireland, Switzerland, and Belgium are unfair. 
The area of all these countries, their population, the density of population, and all 
things of that nature should be taken into consideration. It would be found there¬ 
from that the service in the United States reaches more people, comparatively speak¬ 
ing, and was better than in the other countries mentioned. He gives statistices in 
support of this general proposition, showing that there are about .'19,000 places 
reached by the telegraph companies and their connections in the United States, 
while there are but 70,000 post-offices; that in Great Britain there arc about 40,000 
post-offices and 10,810 telegraph offices. About 50 per cent of the places where there 
are post-offices in the United States are reached by the telegraph, while in Great 
Britain, with all its density of population (which he gives as 333 to the square mile, 
while it is only 24 to the square mile in the United States), only about 25 per cent 
of the places reached by the post-office are reached by the telegraph. (200-208.) 

Mr. Clark submits also a tanle showing for each of the European countries and for 
the United States the number of people, the miles of telegraph lines and telegraph 
wires, the number of offices, the messages sent, the receipts, the number of people 
to the square mile, and the number of people to 1 mile of wire, and other facts. 
He asserts that these figures show that the United States has fewer people to the 
square mile than any of these other countries, and that nevertheless there arc more 
miles of wire proportionately to the population than in any other country. There 
are here only 76 people for every mile of wire, while Great Britain, with a very 
dense population and a large proportion of mileage of wire to territory, has no less 
than 130 people to every mile of wire. In Germany there are 188 people per mile 
of wire, while in Russia there are no less than 699 inhabitants per mile. The wit¬ 
ness holds that these figures show the su]>erior adequacy of American telegraph 
facilities, in proportion to the needs of the country. (233,234.) 

Professor Parsons replies that 1 mile of wire to 76 people in the United States 
against 1 mile to 130 people in Great Britain proves nothing except the relath e 
sparsity of population in the United States. The wire mileage tabulated by the 
Western Union includes all the worthless lines that were bought up solely to get rid 
of rival companies. Mr. Clark’s comparison as to the number of post-offices and 
places reached by the telegraph companies is invalid: (1) Because by bis own exhibit 
there are only 29,000 places readied by telegraph and telephone. (2) Because the 
number given for the British telegraph offices is the figure for more than 2 years 
prior to the date of the figures for the United States. (3) Because the British post- 
offices are overestimated. The 1898 report gives the nuintar of post-offices in Great 
Britain as 21,197 and the telegraph offices as 10,483. (4) Because telephone connee- 
tions are included in the American figures and not in the English. (5) Because 
about three-fourths of the Western Union offices are railway offices, while less than 
one-fourth of the British offices are railway offices. (6) Because in Great Britain 
every post-office and postal box is a place of deposit for telegrams. Moreover, the 
figures, even if correct, would only show that Great Britain had a much greater rela¬ 
tive development of post-offices tnan the United States. The implication that the 
telegraph development in Great Britain is relatively less than the United States is 
wholly unwarranted, even on Mr. Clark’s figures, since 10,816 offices is a more exten¬ 
sive service in Great Britain than 39,000 in the United States with 30 times the area. 
(888, 887.) 

Professor Parsons admits that probably there is greater efficiency of service in this 
country in the telegraph system in some respects tnan in Europe, but says that can 
be attributed to general superiority of America in any business affairs. (188.) 

5. Reduction in rates in United States.— Mr. Clark says that the Western Union 
company has resulted from the amalgamation of a large number of telegraph com¬ 
panies. In the early days a number of small companies were exploited in all direc¬ 
tions, and made their own tariffs, so that if one wished to send a message from 
a remote place to another remote place it would be necessary to send it over a num¬ 
ber of different lines and pay what is known as the transit rate for each line, there 
being no unification of service. This system became so burdensome that consolida¬ 
tion became necessary. 

As the result of the consolidation, rates have been greatly reduced. The rates of 
the East are lower than those of the Middle and Western States, and they in turn 
are lower than the rates in the South. The reduction of rates for the country in 
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and about New York has been about 20 per cent since 1866, while for the western 
and southern places the reductions were much greater. 

The rate from New York to Buffalo, which was 75 cents, finally became 25 cents, 
which is the rate to all other places in New York State; from New York to Cleve¬ 
land, $1.45 in 1866, is now 40 cents, which is the rate to all other places in Ohio; to 
Chicago, $2.05 in 1866, now 40 cents; other places in Illinois, 50 cents; Omaha, 
formerly $4.45, now 50 rente; Denver, $7, now 75 cents; Salt Lake City, $7.25, now 
75 cents; San Francisco, $7.40, now $1; Portland, Oreg., Seattle, Wash., and Vic¬ 
toria, British Columbia, which were from $10.20 to $11.55, now $1; Washington, 
formerly 75 cents, now 25 cents; Richmond, $1.25, now 35 cents; Atlanta, $2.35, now 
50 cents; New Orleans, $3.25, now 60 cents; Galveston, Tex., $5.50, now 75 cents. 

Mr. Clark states that so far as practicable the divisions by squares have been 
abandoned and the rates fixed by States. 

The result of this consolidation has been very beneficial to the business interests of 
the country and to all other interests in effecting great economy of service and great 
saving in time. The rates to-day aim to follow the development of the business all 
the time, and with an earnest desire on the part of the company to keep them as low 
as possible, at the same time giving the company a reasonable return on the invest¬ 
ment. (214-215.) 

A table submitted by Mr. Clark, from the report of the Western Union Telegraph 
Company, shows the average tolls received pertnessageby that com puny each yearsince 
1868. These figures are obtained by dividing the total receipts of the company from 
ordinary messages by the total number of ordinary messages, so that the average 
includes messagesofalllengthssentforalldistances. The average toll received in 1868 
was $1,047 jK*r message. By 1875 the average had fallen to 54 cents, and by 1880 to 
38.4 cents. The average receipts in 1885 were 32.1 centsand in 1890,32.4 cents. Since 
1895, when the average receipts were 30.7 cents, there has been practically no change 
in the average from year to year. The statistics showing the average cost of sending 
messages, which are obtained by dividing expenses chargeable to messages, not. 
including interest on investment, bv the total number of messages, show a reduction 
in the average cost, from 63.4 cents in 1868 to 25 cents in 1878. The average for 1900 
is almost precisely the same—25.1 cents. The average for the latter year is some¬ 
what greater than for the years from 1885 to 1895, during several of which the aver¬ 
age cost is stated at between 22 and 23 cents per message. (241.) 

Mr. Chandler says that the tendency is to cheaper rates, and states that since 
1880 the rate l>etween the Atlantic and Pacific coasts has been reduced from $1.50 to 
$1, and that the rates between many other points have, since 1880, been reduced 
from 75 cents and $1 to 50 cents and 60 cents, respectively; that, many 50 and 60 cent 
rates of 15 or 20 years ago have been reduced to 40 and 50 cents, and many rates of 
40, 35, and 30 cents have been reduced to 30 and 25 cents, while tin* limits within 
which the lower rates apply have from time to time been extended. The reduction 
in rates has been brought about largely by the disposition to secure greater uniformity 
and to extend the limits within which specific rates prevail. (194, 195, 202, 203.) * 

6. Proper telegraph rata .—-Professor Parsons states that Postmaster-General Wana- 
maker informed him that his investigation led him to Iwlieve that a uniform 10-eent 
rate in this country under Government ownership, in connection with the postal 
system, would be remunerative. There was a line of telegraph betw'een Milwaukee 
and Chicago installed some years ago, on which a 10-cent rate was made, and the 
company paid back from 30 to 40 per cent of the receipts to natrons of the road after 
paying 7 per cent interest on the capital; subsequently it reduced the rate to 5 cents 
and still paid back from 25 to 40 per cent of the total receipts to the patrons of the 
company, and at the same time had doubled its stock, making it half water, thus 
showing some of the immense profits to lie made in the telegraph sendee from low 
rates. (189-190.) 

Mr. Clark thinks that the effect of a general reduction in rates throughout the 
United States would mean a loss to the telegraph company because the physical 
capacity of the wires has practically been reached. The company has considered 
these questions and has not thought it wise to adopt any reduction; it has been tried by 
other companies, such as the Baltimoreand Ohio, and always with failure. While it is 
true a reduction of postage rates greatly increased the number of letters sent and also 
increased the revenues of the postal service, that principle would not apply to the tele¬ 
graph because the Government uses the facilities of other people for the postal service 
ami has no large investment. For instance if the mail matter increases considerably all 
' l0 1 vernment ' to do is to put another car on the railway, while in the case of 
^telegraph anew line has to be constructed with an increase of the business. 

hue the rates of postage in the United States are higher than they are in Great 
«ntain, yet the British post-office makes a profit while the United States post-office 
is operated at a loss, lie attributes this to the greater distances that mail has to 
he earned in this country than in England. If the telegraph Service were carried 
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into every nook and comer of the country, as the advocates of Government owner¬ 
ship desire, the result would f>e a deficiency very much greater than the deficiency 
in Great Britain. He admits, however, that the decrease in rates would perhaps 
result in an increase of the numlier of messages sent. (227-228. ) 

Mr. Clark refers to numerous attempts that have been made in this country to 
reduce telegraphic rates, all of which, he says, have been unsuccessful. The present 
rates are justified by the business of the company. (215.) 

Haltimore ami Ohio Telegmnh — Professor Parsons criticises the statement of Mr. 
Clark, that the Baltimore and Ohio telegraph, which maintained a 10 cent rate on 

19 long routes and other low rates, averaging 16$ cents a message on the whole 
system, became bankrupt in consequence of its low tariff. The manager of the Bal¬ 
timore and Ohio telegraph system testified at a hearing before a Congressional com¬ 
mittee that the system made a profit in spite of its low rates, and that the Western 
Union succeeded in buying up the Baltimore and Ohio lines merely because other 
departments of the railroad company were unprofitable, and the sale of the telegraph 

was the most available source of realizing funds. (888.) 

7. liehUiom between telegraph companies and effect on rates.— Mr. Chandler states that 
there is an understanding between the Postal Telegraph Company and the Western 
i V°u pa " y ,n to certain methods of comjietition, giving of rebates, etc., 

but that there is no understanding in reference to any division of business, and neither 
company, as a rule, accepts messages which must be transmitted over the lines of 
the other company. Since this understanding has been had, there has not been any 
increase in rates to the public, except that certain particularly low rates—10,15, and 

20 cent rates—that had been established by the various smaller competing companies 
and which meant a loss were done away at the outset. At the same time, he says, 
a much larger number' of rates, particularly rates between distant points, was 
reduced. Previous to this understanding the most insistent customer got the largest 
rebate, and, in Mr. Chandler’s judgment, the understanding has resulted in benefit 
to the public in that now every man engaged in the business knows that he has just 
the same rates as his competitor and that no one has any advantage over another. 
JNo complaints liecause of the refusal to give rebates have been had since customers 
have understood that there is no exception to the rule. (195, 198.) 

Mr. Chandler states further that the business of his company is not competitive at 
all points with the Western Union Company, that the Postal Company has offices at 
a great many places where the Western Union has none, and the Western Union has 
offices at a great, many more places where the Postal Company has none. At the 
majority of the I ostal Company’s stations, however, there is competition. The 
number of messages transmitted by the Postal Company in 1900 was about one-fifth 
of the whole number in the country. 

, C / , , lan<lU ‘ r ’ H °l ,inion - tlle understanding in reference to rates, etc., between 
the Postal Company and the Western Union Company has not destroyed competition, 
though it has restricted it. Unrestricted comiietition would mean destruction. The 
existence ot competing lines, however, the witness holds to be of advantage and to 
result in the doing of business on lletter terms. 

Business could be done much better under one management, he thinks, but the 
difficulty has been hitherto, that “ when the whole telegraph business has for a time 
been done under one management new competition has sprung up of a wasteful sort 
and legislation has been instituted against telegraph companies. Public clamor has 
been raised against monopolies, and it lias not so far been practicable to maintain a 
single service lor any considerable time.” (195, 201, 209.) 

Mr. Clark states that there is no community ownership between the Western 
Union and the Postal companies. The Postal follows the rates of the Western Union 
They have no interchange of messages. (228-229.) 

8. Cost of using the telephone in connection with the telegraph.—Ur. Clark states that 
sometimes, in the ease of independent telephone companies which run their lines 
into a remote place, there is an increased cost to the public, but that for collecting 
and distributing through the telephone companies generally there is no increased 
cost. (227.) 


D. Government ownership In Great Brltatn.-l. General working.— 
Professor I arsons says that England made a mistake when it bought out the telegraph 
companies by buying them all at once instead of one at a time, as Prussia had done 
with the railroad service. It also paid about four times as much as the lines were 
worth. Notwithstanding these disadvantages the rates were immediately lowered 
and the service increased and bettered in every way. Telegraph offices have been 
opened in the post-offices, and messages can be deposited in post-office boxes The 
houra of labor have been shortened from 56 to 48 and 42, and wages increased. The 
public operation of the telegraph has brought about a harmony of interest. Press 
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rates have been reduced to the lowest figure in the world to-day. The number of 
messages doubled in 2 years after the Government took possession and has subse¬ 
quently very largely increased. Social intercourse has been promoted. The per¬ 
centage of social messages, not only in England, but in Belgium and Switzerland as 
well, runs up sometimes as high as 611 per cent of the total, whereas the Western 
Union has stated that 40 per cent of the telegraph business of the United States was 
speculative. Where the rates are low and the facilities ample the masses of the 
people use the telegraph to a very great extent. The advantages in England are 
low rates, good service, rapid growth of the system, progressive improuunent of 
labor, harmonious, uninterrupted ojieration, large popular use of the telegraph, a 
management whose sole aim was to serve the people, moderate salaries for leading 
officials, no big fortunes trom telegraph manipulation, and universal satisfaction with 
the situation. The opposite of all this is true in the United States. The United 
States need not make the mistakes England made in some of its management, of the 
telegraph system. (182-185.) 

2. Deficit in English telegraph.—Mr. Clark says that the financial conditions of the 
telegraph system in Europe are very much obscured in all the countries with the 
exception of Great Britain, which has had the manhood to come out and say that the 
telegraph there is operated at a loss. There has been a deficit of near! v $40,000,000 in 
the operation of the telegraph system of Great Britain since it was taken overby the 
Government in 1870; the witness submitsan itemized statement to verify these figures. 
The losses on the telegraph in Great Britain are provided for by the annual grant 
made by Parliament to the department. The grant covers all the cost of extensions, 
as well as of operation, and no capital charge is made especially for the telegraph 
department, the whole amount including the interest on tne original stock going in 
as a part of the expenses of the post-office. (211-218.) 

Mr. Clark says further that tne deficit in the operation of the English telegraph 
since 1870 is brought about largely by extending the system without commercial 
considerations to remote and insignificant places, and that if the same policy were 
pursued in this country, which is twenty-five times as large, and not nearly so thickly 
populated, the same result would follow in an intensified degree. (215-216.) 

Mr. Clark states that it would be a very difficult thing to raise the rates in England 
so as to make the telegraph service self-supporting, for the reason that the policy of 
the British Government is to serve the interest of the comparatively limited number 
of people who use the telegraph, at the expense of all. (220.) 

Professor Parsons states that while there is a deficit in the o]>eration of the 
English telegraph system, a deficit has not occurred in any of the other European 
countries. He states that in England the returns for the telegraph system are so 
mixed up with those from the post-office service that, it is not possible to tell 
whether the telegraph is responsible for the deficit. The post-office and telegraph 
systems together do make a profit in Belgium, France, and Germany, and the 
British post-office is operated at a profit of $16,000,000. Moreover, other reasons 
for the deficit in the English telegraph system are: That England paid four times 
the fair value of the lines; that she has been burdened by tin* competition of the 
telephone; and especially that she did not aim at a profit at all, but at the develop¬ 
ment of the country. Telegraph experts in England have stated that if the expenses 
were properly divided lietween the mail system proper and the telegraph, there 
would be no deficit of the telegraph; that the postal authorities were anxious to 
make a strong showing for the mail department, ami that a 2 per cent \ariation in 
the division of expenses between the mail department and the telegraph, or a slight 
increase in the press rates, which are 9 cents per 100 words, would make up the 
deficit. Moreo\er, the railroads in England are permitted to use the telegraph free, 
which is a mistake. (188-189.) 

Professor Parsons says that the English telegraph system is not run as a means of 
raising revenues for the public treasury, but as a means of disseminating informa¬ 
tion throughout the whole country and giving increased facilities of communication 
to all classes, as well as a means of increasing the trade and commerce of the 
Kingdom. (126.) 

Professor (’arsons criticises, in a supplementary affidavit, Mr. (dark’s statement 
that the deficit in the operation of the English telegraph amounts to $87,000,000, and 
says the estimates of deficiency are made by including the cost of new construction, 
extensions, etc., whereas these should belong to the capital account. The difference 
caused by the wrong use of construction cost might turn a small deficit into a big one, 
or might change a profit into a deficit. For example, Mr. Clark’s statement shows a 
deficit of £29,909 for 1880, whereas there was a profit of £7,187 above all cost of 
operation and maintenance and interest on the debt. In 1881, 1882, 1883, and 1884 
there was also a profit if the amounts paid out for new construction, etc., are put 
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into capital account. The British Government believes that the country gets more 
than a full return for the deficit in the development of business, etc., through low 
telegraph rates. If the telegraph had remained in private hands the service would 
have cost the people many millions more than the total Government cost, deficit 
and all. Moreover a deficit is not necessarily a bad thing, it depends on what there 
is to show for it, and there are plenty of countries that do not. have any deficit in 
the operation of the telegraph. (888.) 

E. General discussion of Government ownership.—1. Right muter 
(\mlitution. —Professor Parsons states that he lielieves that, under the Constitution of 
tho United States, it is the duty of the Federal Government to establish a postal tele* 
graph system. He quotes from a report of the House Committee on Post-Offices and 
Post-Roads of the Twenty-eighth Congress, wherein it was asserted that the tele¬ 
graph came under the same category as the post-office as a governmental function. 
The Government, is bound to supply the people with means of communication. The 
postal service was placed under tne control of the National Government, and with 
the increase of inventions and other means of communication, they likewise should 
be administered by the Genera. Government. (182.) 

Mr. Roberts, a memlx*rof the International Typographical Union Telegraph Com¬ 
mittee, docs not think it necessary to argue the question of the right of the Govern¬ 
ment to own and operate the telegraph. The operation of the Post-Office Department 
is the best evidence that the Government has the right; if it has the right to trans¬ 
mit letters it certainly has the right to handle telegrams. In 1866 the Western Union 
Telegraph Company practically conceded this right to the Government, merely asking 
that Congress should permit it to operate the system for the term of at least 5 years, in 
order that, the capital invested in the plant might not be destroyed. (266.) 

Mr. Hitchcock says that it is the duty of the Government under the Constitution 
to utilize the best available means for the transmission of correspondence, and it is 
therefore unconstitutional for the telegraph to be operated as a private monopoly. 
Of 75 countries the telegraph is owned and operated by the Governments in all 
except Bolivia, Cuba, Cyprus, Hawaii, Honduras, and the United States. This wit¬ 
ness favors especially the introduction, by the Government, of tin* methods of 
machine telegraphy, liis account of which is summarized below. (890.) 

2. General argument far Government ownership. —Mr. Rvndai.i, says that, his general 
rea.son for advocating governmental ownership of the telegraph is his opposition to 
a monopoly of any sort, but that there, are more particular reasons why the telegraph 
should do under the control of the Government, Thus the press rates are extor¬ 
tionate. Large dividends are paid on watered stock, two-thirds of the entire stock 
of the Western Union being water. The telegraph is a very important agency in the 
communication of intelligence, and has been so concentrated in the hands of a few 
persons as to become a monopoly, with power to levy such exactions as it may choose. 
The first telegraph in America (from Washington to Baltimore), was built with an 
appropriation from Congress and was operated by the Post-Office Department for 
8 years, and the control by the Government now would be simply a return to original 
conditions. (242.) 

Mr. Roberts says that while practically all the business organizations and the great 
thinkers and statesmen of the country favors governmental ownership and opera¬ 
tion of the telegraph, nobody with the exception of the Western Union Company 
seems to oppose it. It is, in fact, a contest of the |>eople against the Western Union. 
The witness quotes Postmaster-General Wanamaker to the same effect. I le refers to 
the greed of the Western Union Telegraph Company in requiring the public to pay 
the late stamp tax on messages, when the evident mtent of Congress was that the 
company itself should pay it. (272,278,274.) 

Professor Parsons states that when the English Government began to consider the 
absorption of the telegraph the companies used every effort, to prevent the reform, 
and made all sorts of objections, every one of which has been answered by the 
results of the public system. There is really no force in the current objections to 
Government ownership aside from the patronage question, and that difficulty can be 
solved. (179-180.) 

Mr. Roberts states that there would be great similarity between an extension of 
the telegraph service under governmental ownership and present rural free delivery 
in the Post-Office Department. Only a few years ago, when the establishment of 
rural free delivery was suggested, it was denounced by some as impracticable, and 
substantially the same arguments were made against it as are made by the Western 
Union Telegraph Company against the extension of the telegraph service to remote 
places where tne service would not lie self-sustaining. But the rural free delivery 
has been greatly increased; it is found very beneficial to rural communities, and it 
would hardly be suggested that it should Ik* abolished. (272.) 
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Mr. Hitchcock says that a select committee of Congress in 1870 estimated that the 
annual saving by Government ownership of the telegraph would be at least $1,500,000. 
inasmuch as the receipts of the telegraph company are now four times what they 
were in 1870 the saving under Government operation would be very much greater 
now, even if there were no improvements mane in operation. By cutting off divi¬ 
dends upon watered stocks alone the saving by Government management would prob¬ 
ably be not leas than $4,000,000 per annum. (892.) 

Mr. Chandler, of the Postal Telegraph Company, knows of no reason why the 
Government might not conduct the telegraph business as well as it can be done by 
corporations. Whether this would be the case, however, he thinks is another ques¬ 
tion. He says, however, that judging from the excellence of the mail service, and 
from the fact that the Government could conduct the business more cheaply in some 
respects than corporations can, and because of the absence of the incentive to earn 
dividends it might be that the Government could carry on the telegraph business to 
the satisfaction of the public. It would be practicable, he thinks, to introduce the 
telegraph into many country post-offices and have l>oth the mail service and the tele¬ 
graph service operated by the same force, with a considerable saving in expenses. 
Mr. Chandler has not sufficient knowledge to make a definite statement as to results 
of governmental ownership in Europe, but believes that the management of the tele¬ 
graph by the Government of Great Britain is generally acceptable to the public but 
not profitable to the Government. (200.) 

Mr. Chandler thinks that the regulation by Congress of the telegraph business 
under competitive conditions would be an exceedingly difficult matter. (202.) 

It. Argument against Government ownership. —Mr. Clark states that there would.be 
no advantage in the governmental ownership of the telegraph even by combining 
postal and telegraph business in the small offices, because the employees of the 
Government would necessarily have to be operators as well, and it would be difficult 
to secure telegraph operators to run the other business of the Government. The 
argument in favor of governmental ownership is chiefly based on the experience of 
a few foreign countries where conditions are much different from those’in the United 
States. (229.) 

Mr. Clark supposes that the Government, by employing the same class of ability 
that the companies have, and by maintaining a permanent civil service, could ope¬ 
rate the telegraph substantially as well as a private company could. But there is 
\ ery much popular antagonism to the civil service examination arrangement. If 
the telegraph were put into the hands of the Government there would lie clamoring 
from all oxer the country for telegraph service, whether there was any need for it or 
not, and it would lie made the basis of log-rolling schemes by members of Congress 
just as is the case now in the river and harbor appropriations. 

He does not think the fact that there is no great deficit in the Post-Office Depart¬ 
ment is an argument in favor of the Government ojierating the telegraph, because 
the conditions are so different from those of the telegraph. The post-office employs 
a vehicle provided by the capital of corporations or others for the distribution of the 
mails, while in the telegraph a great deal of capital must lie invested in lines. 

The Western Union endeavors to keep pace with the demands of the business of 
the country. After the discovery of oil at Beaumont, Tex., there was an immediate 
rush of people, but the telegraph company already had quadruplex instruments on 
the ground and was able to handle the business. The policy of extending the tele¬ 
graph to unprofitable places in Great Britain has caused the deficiency. While it 
would be a public convenience to those places, the question is as to who should bear 
the expense. The witness does not believe the whole people should. He believes 
the Government could not make a juster or fairer division of rates than now exists, 
that it would not do the business on business principles, but would be influenced by 
local and political considerations. (229-232.) 

Mr. Roberts criticises the argument that governmental operation of the telegraph 
would be unwise because of the increase in the number of governmental employees. 
There is nothing to fear on this ground. The 130,000 people employed in the post- 
office service throughout the country do not endanger the public welfare, and the 
number of employees in the telegraph service could be added to the Government 
rolls without any danger whatever. (270.) 

Professor Parsons, in his affidavit, criticises the statement of Mr. Clark that the 
evidence given in favor of public ownership of the telegraph was chiefly based on 
the conditions in Great Britain, Switzerland, and Belgium. Mr. Parsons says that 
the evidence was chiefly based on the broad principle that the fundamental test of 
any telephone is its effect on character, justice, government, civilization, the human 
effect being far more important than any material consideration ? and upon other like 
broad facts. He recapitulates the arguments set forth in his original testimony. 
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The philosophy of public ownership and cooperative industry rests primarily on 
considerations entirely above the material plane and wholly out of the range of sta¬ 
tistics of dollars and wires and offices, etc. (886.) 

Mr. Hitchcock answered the general objections to governmental ownership of the 
telegraph by saying that political influences should not control the selection or dis¬ 
charge of employees. Ttie operation of the telegraph is a technical service, and 
civil-service rules should be rigidly applied, promotions being based upon efficiency 
and skill. Life positions and a pension system should be the reward of faithful 
service. (890.) 

4. Advocate* of Government ownership of the telegraph. —Mr. Robeuth states that the 
governmental ownership of the telegraph has been advocated by some of the ablest 
thinkers and statesmen of the country for many years (many of whom he names); by 
legislatures, city councils, boards of trade, chambers of commerce, and labor organ¬ 
izations, representing many millions of citizens; by many of the most important and 
influential newspapers of the country (some of which the witness names). Since 18(56 
committees of tlie Senate and House have favorably reported bills looking toward 
Government ownership on six teem different occasions. Only twice in that time has 
any adverse report l>een made. One of these was a short report which did not con¬ 
sider the question at all. A great many of the Postmasters-General have advocated 
the governmental ownership and operation of the telegraph in connection with the 
postal system, lieginning with a Postmaster-General miner the Administration of 
President Polk in 1846. The same thing was advocated by Henry Clay in 1844. 
The witness gives quotations from many of these persons, all of whom favored the 
governmental ownership and operation of the telegraph, either on constitutional 
grounds or on grounds of public policy. ( 206-268.) 

Mr. Hitchcock says that more than 75 bills have been liefure Congress advocating 
the postal telegraph, and 16 investigating committees have reported in its favor. The 
Farmers’ Alliance, the National Grange, the Knights of Lalmr, the Railway Union, 
the American Federation of labor, the International Typographical Union, the 
People’s Party, the Prohibitionists, and many boards of trade and commercial bodies 
have advocated the system, and more than 2,(XX),000 votes have been cast for it. 
Mr. Wanamaker, in 1890, declared that the only visible opponent was the Western 
Union Telegraph Company. (890.) 

Mr. A. L. Randall, chairman International Typographical Union committee on 
Government control and ownership of the telegraph, states that in 1893 the Inter¬ 
national Typographical Union of North America, at its forty-first annual session, held 
in Chicago, first advocated governmental ownership and control of the telegraph in 
resolutions offered by himself; and that a committee was appointed at this meeting to 
organize the country, and in a short time petitions and resolutions laaringthe signa¬ 
tures of 300,000 people came up to Congress and were referred to the House Post- 
Office and Post-Roads Committee, which in 1894 accorded a hearing, at which the 
American Federation of labor and other interests were represented. With only a 
few exceptions members of that committee and other members of Congress admitted 
that it was not only the right, but the duty, of the Government to furnish the speed¬ 
iest and most efficient postal service possible, and that the telegraph is a necessary 
adjunct to the postal service. In 1896 the Senate Post-Office Committee granted 
another hearing, at which Mr. P. R Delany, a famous electrical exjiert and inven¬ 
tor, among others, made arguments in favor of the measure. Mr. Delany had per¬ 
sonally investigated the working of the telegraph systems of nearly all the countries 
of Europe, and was particularly well qualified to speak on the subject. A great 
many mass meetings have lieen held throughout the country agitating the question, 
and the business community is regarding governmental ownership with great favor. 

Mr. Randall says further that almost every Postmaster-General since 1846 has been 
in favor of the Government owning the telegraph; the witness cites especially the 
reports of Postinaster-General Wanamaker, of 1892; Postmaster-General Maynard, of 
1880, and Postmaster-General Gresham, of 1883. Mr. Wanainaker’s report, among 
other things, contained the following: 

“lam fully convinced that the Government will never properly do the postal 
work committed to it until it uses electricity in some form, and therefore I advocate 
the utilization of both the telegraph and telephone at its earliest practicable day.” 

Postinaster-General Gresham said: 

“The same principle which will justify and demand the transference of the mail on 
many chief routes from the horse-drawn coach on common highways to steam- 
impelled vehicles on land and water is equally potent to warrant the calling of the 
electro-magnetic telegraph in aid of the post-office in discharge of its great functions 
of rapidly transmitting correspondence and intelligence.” 

This measure, says the witness, has been indorsed by every commercial body in 
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the United States; the National Board of Trade at almost all of its sessions for the 
last 12 years has resolved in favor of it. He cites a report made hy the Hon. Ilenry 
VV. Blair, of New Hampshire, in 181)4, in which he elaborately discussed the ques¬ 
tion, and favored in unequivocal terms the taking over of the telegraph and tele¬ 
phone service in aid of the postal service. (241-245.) 

5. Attitude of tutor organization*. — Mr. Roberts states that the International Typo¬ 
graphical Union numbers 3.5,01X1 ineinlters, and is one of the most conservative and 
influential labor organizations in existence. In 181)3 that organization, at its annual 
meeting, put itsell on record in favor of the governmental ownership and operation 
of the telegraph system, and since that time it has effected a great deal by way of 
creating a sentiment throughout the country in favor of this proposition. There is 
a permanent committee of the union for this purpose. The American Federation of 
Laisir, at the head of which is Samuel flompers, is also in favor of governmental 
ownership and operation of the telegraph, and is doing all it can in that direction. 
A great many petitions have come up to Congress from all over (lie country advo¬ 
cating governmental ownership. (288,273,274.) 

6. Method of introducing (tormunrnt ownership. —Mr. Chandler thinks that in case 
the Government should ever take over the properties of the telegraph companies it 
should, in justice, appraise, at a fair value, the properly of the telegraph companies 
which exists in the form of contracts, franchises, and privileges, etc., as well as the 
tangible property of the companies. Property of that kind, he says, enters very 
largely into the telegraph, has cost money, and is indispensable to the conduct of the 
business. In ease of the acquirement of telegraph properties hy the Government, he 
thinks that great care would have to be exercised and time taken for the chance 
( 200 , 21 ) 1 .) 

.Mr. Hitchcock believes that the purchase of the properties of the existing tele¬ 
graph companies hy the Government would lx- inexpedient, because the Government 
would he called oil to pay many times the actual value of tile plant. The simplest 
course for the Government to pursue would lie to enter into ail agreement, with the 
owners of some improved system, such as the Denany system, for the latter to con¬ 
struct tlie first line and operate it for (i months or a year for their own profit at 10 
ami 1.5 cent rates for 50 and 100 word messages. If at the end of that, time the plant 
is working satisfactorily the Government should then he obligated to take over the 
line, paying ail advance of 10 per cent on the cost of construction. He does not 
believe that the competition tints engendered would result in ruin to the Western 
Union Company, because there would lie time for a natural readjustment to meet tile 
changed conditions. The company might lose all the general telegraph business and 
the press business, hut there is enough of other business remaining to enable it to 
continue at a profit. (895.) 


F. Relations to newspapers, exchanges, and Government.—1. 

Aewsjktjier and other special rates.—Mr. (flaunt states that the press rates are made on 
a basis entirely their own, because ot the larger volume of business, most of it being 
done during the night. The business of the press associations is largely done over 
leased wires, the associations paying a certain rental therefor, the company itself not 
having any further connection with that business. The press rates on matters han¬ 
dled hy the company are made on a basis of circuits, hy which a large number of 
papers can lie served at the same time, thereby promoting economy as much as pos¬ 
sible, with due regard to the return to the telegraph company. The. special rates to 
newspapers for a single transmission to one paper are based on what are called “the 
additional-word rate” of the day message; i. e., one-third of the additional rate for 
the daytime and one-sixth at night, so that where the regular rate is 25 cents and 2 
cents tor additional words the press rate for the daytime would tie. two-thirds of a 

cent and at night one-third of a cent. 

Mr. Clark further states that commercial reports are distributed to exchanges and 
the various subscribers throughout the country at a rate made on a basis somewhat 
similar to the press rates for individual subscribers. Those rates are lower than a 
generalrate, but how much the witness can not say. (209,210.) 

Mr Chandler states that there is a special press rate for news messages different 
irom the commercial rate; that there are several classes of newspaperserviceand the 
rates are uniform for each class. The rate differs according to the circumstances of 
tne case, the distance, and the number of newspapers served. In many caseHagreat 
many papers are served by one sending, and distribution is made to 20 or 30different 
J”, 9 1, lhe lowe *d rate applies to dispatches filed by press associations, to bedeiiv- 
e™ at. o or more places on one sending. On such the rate to each paper is in some 
n , 88 Jg W , 8s on e-fifth ol a cent a word. Rates on newspaper specials vary from 
one-tourth of a cent perword, on matter transmitted at night, between comparatively 
near points, and one-half of a cent perword for the same message transmitted during 
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the day, to If cents per word for night and 3$ cents per word for day service between 
distant points. (197.) 

2. Government ratee— Mr. Clark refers also to the Government rates, and intro¬ 
duces a copy of a contract between the company and the Government. Under the 
law of 1866 the Postmaster-General was authorized to establish a rate from year to 
year for Government business. Those rates are shown to be considerably lower 
than the ordinary commercial rates. They are made not upon any particular com¬ 
mercial basis nor with the hope or expectation that they would yield the company 
anything like an adequate financial return, and in fact the company loses money on 
its Government contracts. (211.) 

Mr. Clark states, further, that Government business has priority over the lines of 
the Western Union, that being a part of the agreement with the Government. The 
Western Union does other business for the Government than that specified in the 
contract. It has l>een transmitting free over the cable of the. International Ocean 
Telegraph Company all the business with Cuba ever since the beginning of the 
Spanish war. The Western Union Company having had that contract with the Span¬ 
ish Government, is carrying it out with the. United States very much to its detriment 
financially, inasmuch as in 1 year it has done more business for the United States 
Government than it did for Spain in the 30 years preceding. The Western Union 
is pursuing this policy not for the purpose of keeping the Postal Telegraph Com¬ 
pany out oi Cuba, as has been charged, but merely to protect its own property rights. 
(228-229.) 

3. Alleged new* monopoly. -Mr. Robkrts says that the Associated Press has a com¬ 
plete monopoly of the news service of the country. By its arrangement with the 
Western Union Telegraph Company it is enabled to prevent the starting of any new 
papers, or it may cut off the service from any paper now’ in existence. The effect of 
this is to decrease the business of printing, which is very detrimental to the typo¬ 
graphical union which the witness represents. Governmental ownership and opera¬ 
tion would break up this monopoly and give the printing craft much more labor. 
No newspaper can secure service to-da\ that is not a member of the Associated Press 
combine. For instance, in a city containing 75,(XX) inhabitants an attempt was 
recently made to start a new daily paper, but it was found that this could not be 
done without paying $35,000 for an Associated Press franchise, and the paper was 
not established. The witness instances also the case of the Washington Times, which 
is not able to get an Associated Press franchise because the Washington Post and the 
Washington Star will not consent to it. (266, 268, 269, 273.) 

Mr. Randall states that the printers of the country are in favor of the govern¬ 
mental ownership of the telegraph, liecause they believe it would break the monopoly 
of the news, and would enable a great many new spapers to start up that could not do 
so now on account of the relations between the Western Union Telegraph Company 
and the press associations, thus increasing the work of printers. The witness gives 
instances of newspapers which attempted to start up, but were prevented from doing 
so because they could not get a news service from the telegraph company or tele¬ 
graphic rates such as it furnished the Associated Press. He also quotes from the 
report of Hon. Henry W. Blair to the effect that in New' Hampshire an attempt had 
l)een made to start a newspaj>er, but that it failed liecause the paper could not get an 
equitable rate from the telegraph company, (245, 246, 250, 252, 255, 256.) 

Mr. Randall refers to the great telegraph strike of 1883, and says that the newspa¬ 
pers then asserted their independence, and insisted on governmental ownership and 
operation of the telegraph. He has a large book containing extracts from newspa¬ 
pers of that period in favor of governmental ownership. As soon as the strike was 
over the newspapers were forced by the Western Union Telegraph Company to refrain 
from further agitation of governmental ownership on penalty of being cut off from 
any news service whatever. (251.) 

Mr. Clark states that there is no such thing as a news monopoly so far as the 
telegraph company is concerned, and that if any such monopoly nas existed it is 
the fault of the press associations. Every newspaper is free to get any quantity of 
service it wishes on the same basis as any other paper. A circuit provides that there 
shall be a terminal place, and not less than 4 drops to begin with. The rate is for 
the first 300 miles. A rate of one-sixfceenth of a cent for each 100 miles is added, 
and a rate of one-eighth of a cent for each connection made. These rates are open 
to all associations alike, and there is no discrimination on the part of the telegraph 
company. There is no arrangement whatever by which newspaper associations or 
newspapers have any special privilege m the use of the wires in cases of emergency 
when there are but few’ wires in operation. (219.) 

Mr. Randall criticises severely the testimony of Mr. Clark that there is no 
news monopoly in this country, and introduces a copy of a contract between the 
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Western Union Telegraph Company and the Associated Press to refute this statement. 
The contract is as follows: 

“And said Associated Press agrees that during the continuance of this agreement 
they and their agents, and all parties furnished by them with news for publication, 
and the agents of such parties, shall employ the said telegraph company exclusively 
to transmit to and from all places reached by its lines all telegraphic messages relating 
to the news or newspaper business; and that they will not. in any way encourage or 
support any opposition or competing telegraph company.” 

lie also introduces a private circular to the members of the Western Associated 
Press, signed by M. Halstead, of the executive committee of that association, as 
follows: 

“ Your attention is invited to the clause in our contract, with the the telegraph 
com} tany which forbids us to encourage or support any opposition or competing tele¬ 
graph company. That clause was to the telegraph company a valuable consideration 
for the favorable terms upon which they contracted with us.” 

The witness further quotes from Senate Document 05, of the first session of the 
Fifty-sixth Congress, in which the direct charge is made that the Western Union 
would not permit any press criticism of its methods or of the methods of the Associ¬ 
ated Press in reference to news, and threatened to, and often did, cut off newspapers 
from the service if they had the hardihood to make any such criticisms. He states 
that, the Western Union serves a paper in the Associated Press Association for a mere 
fraction of the price that must, be paid for the same service by a paper not. in the 
association. The understanding between the telegraph company and the press asso¬ 
ciation secures the latter low rates and the power of excluding new papers from the 
field, and also enables the Associated Press to color its dispatches to suit its purposes. 
On this point the Washburn committee report states that ‘‘the associations them¬ 
selves, and consequently the newspapers, are completely in the power of the tele¬ 
graph communes, which can at. any moment raise tne rates for new's telegrams to a 
par with those charged for private messages, and thus prevent their transmission 
almost altogether.” 

He also quotes from a statement made to the Blair committee by Mr. 1). H. Craig, 
the originator of the Associated Press, in w r hieh In* stated: “The Western Union and 
the press association w r ork together to ruin a paper that buys news from any com¬ 
peting telegraph line ” He also quotes from statements made by Mr. Gardiner Hub¬ 
bard and Mr. F. B. Thurber, who represented the National Board of Trade before 
committees of Congress, to the same effect, that there was a combination between 
the Associated Press and tin* Western Union Telegraph Company to have a monoply 
of the news. 

The witness declares that if a man with a large amount of money w'ants to start 
a newspaper in any large city—say, for instance, Washington—-it. would he impos¬ 
sible to obtain an Associated Kress franchise without the consent of tin* newspapers 
of that city wlm already have that franchise. The Washington Times is unable to 
get an Associated Press franchise because of opposition of the. Post and Star. He 
relates an instance of a newspaper correspondent who gave part of his business to 
the Postal Telegraph Company, because it was more convenient, for him to do so; but 
the Vyestern Union, finding it out, complained to the home of lice, and the corre¬ 
spondent got notice from his paper to discontinue using the Postal Telegraph service. 

Mr. Bandall holds that governmental ownership of the telegraph would do away 
with all the evils mentioned, ami by reducing the rates would enable any newspaper 
to secure a rate on the same terms as are given the Associated Press, lie contends 
that the gathering of news at a central point and there editing it and sending it out 
over the country generally would be a very useful thing to newspapers if the rates 
were uniform and low, as they would be under governmental ownership, and if the 
editor in chief were impartial. He suggests that any pa}>er that, might choose to pay 
tneretor might have the privilege of having a “supplemental editor” in connection 
with the editor in chief to look after the news that was especially applicable to the 
section represented by his newspaper. 1 le believes that these features would greatly 
facilitate the dissemination of news and the growth of intelligence, and would break 
'ipthetrust or monopoly in the news service. (245-248, 252, 255-259.) 

1 .r ;,c” C(KK M u °fcs from Mr. S. II. Bell, representing the Typographical Union 
hetore the Senate Committee on Post-Offices and Post-Komis, to the effect that the 
news ot this country is controlled by two great press associations, and no new paper 
can secure a telegraphic service except on such terms as rnav Ik* prescribed by the 
f° r FI )or8 rT wl Y oh ready occupy the field. In England all papers are on an 
equal rooting Under governmental operation a similar condition would soon pre- 
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G. Alleged discrimination In use of wires.— Mr. Randall states that 
a telegraph oijerator told him that the Western Union Company favors the specula¬ 
tive Class of business in forwarding messages and refuses to do justice to the social 
and commercial bushiest:; that brokers’ messages have special rights over everything 
else; that many brokerage companies hire wires for use during a few hours in the 
middle of the day, with the result that from 9 a. m. to 3 p. m. the other business of 
the country is allowed to accumulate, localise the Western Union Company is not 
able to take care of it with the few wires left. The witness gives instances of tele¬ 
grams having l>een sent from one city to another and not delivered until after the 
sender had traveled to the second city. (244, 257.) 

Professor Parsons states that the telegraph service of the country is not equal to 
that in the countries where the telegraph is owned and uprated by the Government. 
One fault of the system is that it discriminates in transmission in favor of speculative 
telegrams as against social messages or even Government business. Tne witness 
gives instances of great delays in the sending and delivery of messages. Postmaster- 
General Wanamaker accused the Western Union of having suppressed 16 inventions 
for the improvement of the system, instead of giving the country the benefit of them. 
Tlie tendency of the company is to adopt only those inventions which increase the 
profits, and to try to repress an invention, no matter how meritorious, if it does not 
conduce to that end. (190-191.) 

Mr. Chandler states that there is no rule of precedence in respect to telegraphic 
dispatches. Government business is entitled to go first, but there is no other regula¬ 
tion or order of business, except such as might be instituted by a chief operator in 
case of emergency. Railroad business is given no precedence over other business, 
except in cases of emergency. There are, however, usually on railway routes certain 
wires assigned to railway purposes, for the exclusive use of the railway companies, 
and over those wires the company gi\es preference to messages referring to move¬ 
ments of trains. Ordinary messages might be delayed at times through accident or 
oversight. (199.) 

Brokerage, dispatcher. —Mr. Chandler says that there is no arrangement by which 
brokerage dispatches are given precedence over other messages, but that a very large 
proportion of stock exchange and brokerage business is done over wires that are leased 
for that purpose. Sometimes several, brokers lease a wire, and in that case each has 
his own operator and connection and takes care of the oj>erating service altogether. 
(199, 200.) 

Mr. Clark states that there is no discrimination permitted by the Western Union 
Company under any circumstances in favor of the business of brokers and largespecu- 
lative firms, as has iieen often charged. He can not state how large a proportion of 
the business of the company is brokerage and how much commercial work, because 
a large number of the brokers have private wires and a great many messages which 
ordinarily might seem private commercial messages might be in fact brokerage mes¬ 
sages. lie is very positive that the business which comes to the company regularly 
is transmitted without discrimination, in the order in which it is received, and that 
it is delivered in the same way. (209,210.) 

H. Alleged influence of the telegraph company In politics.— 

Franking privilege .—Professor Parsons states that, the Western Union Telegraph 
Company goes into politics very largely. According to the statement of the presi¬ 
dent of the company, the franks issued to Government officials constitute nearly 
one-third of the total complimentary business. These franks are issued to the 
officials of the National Government and of the various State and municipal govern¬ 
ments for the purpose of influencing them in favor of the company. The company 
has confessed to having received large benefits from the distribution of these franks. 
Perhaps one reason why Congress has not been more alive to this auestion is that the 
members do not want to get rid of a system under which they can do their 
telegraphing free. (191.) 

Mr. Clark states that the practice of giving complimentary franks to different 
classes of people is a matter of personal courtesy only, and that he does not know 
that it has any immoral effect. They are not given as a quid pro quo, because the 
companies do not expect and do not receive anything in return therefrom, even if 
the franks are given to members of the State legislatures or to members of Congress, 
as is often the case. If the frank system were abolished it would not make any dif¬ 
ference in the rates, because that business amounts to only a fraction of 1 per cent of 
the business of the company. (223.) 

Professor Parsons criticises this statement, and he offsets that of the late President 
Green of the Western Union, in his report some years ago, that the judicious use of 
complimentary franks among Government officials has been the means of saving the 
company many times the money value of the free service performed. The franks 
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are still given to the same class of beneficiaries and the purpose and results aro prob¬ 
ably the same. (888.) 

Mr. Chandler states that the franking privilege prevails to a considerable extent in 
the Postal Telegraph Company. Originally franks were only given under strict rules 
involving reciprocal service. They are now given to quite a good many public men, 
among them members of State legislatures, aldermen, mayors, judges, and members 
of Congress. In the main the franking privilege is extended upon application. News¬ 
paper correspondents and newspaper proprietors, to a considerable extent, have the 
franking privilege. In these cases it is given as a matter of accommodation and us a 
privilege which has grown up from long years of practice. To a limited extent franks 
are given to people doing private business, but purely as a matter of reciprocity. 
The franks given to newspaper men do not enable them to transmit news to their 
pajiers. 

A substantially accurate account of the value of franked messages is kept. 

In Mr. Chandler’s judgment the franking privilege is not a sufficient factor to 
have any effect upon rates in general, and its abolishment would not result in 
cheaper rates. As a matter of individual judgment, he would lie glad to see the 
whole franking privilege, in resect to telegrams, done away with. (195, 196, 
197,198.) 

Mr. Roberts criticises the statement of Mr. Clark that the issue of telegraph 
franks to governmental officers is purely a matter of personal courtesy. Mr. Rob¬ 
erts does not believe this is the case, but thinks that they arc issued for favors 
received or expected. He quotes from the statement of the president, of the Western 
Union Company, made some years ago, in which he said that, the franks issued to 
Government officials constitute nearly a third of the total complimentary business; 
that in all of the States where the company’s lines extend their projierty is more 
or less subject to the action of the national, State, and municipal authorities, and 
that the judicious use of complimentary franks to them has been a means of saving 
to the company many times the money value of the free service performed. (270.) 

Mr. Randall read from Senate Document 65, first session Fifty-sixth Congress, to 
the effect that the issuing of telegraph franks to members of legislative, judicial, ami 
municipal Imdies is a very great evil, and tends to misgovernment. and political 
corruption. He criticises the statement of Mr. Clark that the issuing of these franks 
is merely a matter of personal courtesy, and declares that they are cut off as soon 
as a statesman is out of a job. (259.) 

I. Improvement* In telegraph device*.—/. Minj of the Western Union 
in respect of new inventions. —Mr. Randall disputes the statement that the Western 
Union is progressive and adopts new inventions in telegraphy whenever they prove 
useful. He affirms that the contrary of this is the fact, and that there are plenty 
of improvements in telegraphy which the Western Union will not use, because it 
believes they would not redound to its financial interest. Whenever a new inven¬ 
tion is found to be beneficial it is bought, up by the Western Union and laid away. 
The Western Union will not lease a wire to private individuals to make experiments 
with new inventions. The witness introduces in evidence two letters written by a 
person interested in what was known as the “Anderson machine telegraph” to 
substantiate his assertions. These letters and the testimony of Mr. Randall tend 
to show that the representative of the Anderson machine patent was willing to per¬ 
mit the Government to make experiments with his patent until the Western Union 
people made some negotiations with him, when he at once appeared to lose interest 
in the matter. It is the belief of Mr. Randall that the Western Union had bought 
the patent. (249,250,251,253,254.) 

Mr. Roberts states that while the Western Union Company always tries to get hold 
of the new inventions, it does not use them for the benefit of the public, but keeps 
them locked up in the office in New York unless they would contribute to the 
profits of the company. (270.) 

Mr. Clark denies the charge that the Western Union Company is keeping some 
of the latest and best inventions out of operation, and states that the policy of the 
company is to develop every invention that it can find. He instances tne history of 
the auadruplex and other systems. There is a system in force which can be used 
for short distances by which messages are sent and received in the ordinary writ¬ 
ten characters, and signatures and outlined pictures can f>e sent by the telauto¬ 
graph. (229.) 

Professor Parsons criticises this statement of Mr. Clark and quotes from Post¬ 
master-General Wanamaker’s argument on the postal telegraph in 1890 to the effect 
rv Jj'MVestern Union does suppress inventions, and that it has no use for devices 
which cheapen and quicken the telegraph service and warrant a claim for reduction 
of rates. (888.) 
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Mr. Romyn Hitchcock, a civil engineer of New York City, pays that many 
improvement* have been made in the telegraph, but the Western Union Company 
has opposed all changes with the logical result that the United States has the poor¬ 
est, most antiquated, and expensive telegraph service in the world. It is conducted 
on the basis ot small business at high prices, whereas the teachings of experience 
demonstrate that a larger development with cheaper rates would lx* more profitable. 
A dependence ujxm the purchasing power of wealth is relied on to buy up inven¬ 
tions and suppress them. It haH been a battle of money against, the pervading spirit 
and the irresistible tendency of the age, but the opposition will be overcome event¬ 
ually. (Hi)l.) 

2. Attitude of VosUd Company. —Mr. Chandler states that the Postal Company has 
endeavored to use new and useful devices to the fullest extent; that at all times it is 
glad to avail itself of anything that is a real improvement in the conduct, of its busi¬ 
ness. A great many so-called improvements, however, when brought into actual 
practice in comparison with appliances already existing, have been found wanting. 
( 200 .) 

X Anderson machine, felcyraph.— Mr. IUndall describes a system of telegraphy 
invented by a gentleman named Anderson, and known as the Anderson Machine 
Telegraph, whereby, he asserts, it has lieen found from careful experiments that on 
a circuit of 500 miles it is possible to transmit 2,000 words a minute; (In a circuit of 
1,000 miles, 1,000 words a minute, and greater distances in like proportion. lie 
states that the experiments made under this system between New York and Chicago 
and Ixdween New York and Washington were eminently successful, but that nothing 
came out of it, because, he believes, the Western Union lias bought up the patent and 
will not use it. The advantages to the newspapers from the use of a system of this 
sort, Mr. Randall states, would be incalculable, in that it would work a great saving 
of time and exjiense in the transmission of news matter. He submits a description 
of the Anderson Machine Telegraph, taken from Senate Document (15, first session 
Fifty-sixth Congress, together with the opinion of numerous experts relatix e thereto, 
not only in respect of a great saving in time and the great increase in amount of 
business that could be done by it, but also in respect of the lessened cost of doing 
business by this system. 

The following extracts from statements of witnesses before that committee describe 
the system, with estimates of cost of operation: 

The* method of operation is simple. The message Is perforated on a strip of paper, which is put 
into the transmitter and passes under metal jaunts At each perforation these points pass through 
thopaperftndclo.se the circuit for ft length of time corresponding to the length ol the perforation 
At tne receiving end the closing of the circuit makes a Prussian-blue stum on a moving ribbon or 
sheet chemically prepared for the purpose. 

The perforating machine, is as simple and efficient as an ordinary t> pewriter, and ran be operated 
with the samp ease and speed (1,800 to ‘2,000 words per hour). 

The page and line recorder prints the message on a letter sheet about 10 words to the line, and is 
a great improvement over the paper ribbons for recording long messages, letters, or new s reports So 
says Mr. Atheam, and Mr. Hates says, “The page and line recorder marks a long step forward, and 
its use removes one of the chief obstacles heretofore barring the way to full sueeessin autotclographie 
transmission.” 

The business men’s composing machine enable? any person after a little practice to perforate a 
message for telegraphing as quickly as it could be written with a pen or typewritei (a tier feet copy of 
the message for the office tile being simultaneously printed in roman characters) The use of this 
composer would considerably lessen the cost of telegraphing and would shorten the time required to 
get a message underway, the message being ready for the automatic transmitter the moment it is 
written and stamped, thus avoiding cum an instant’s delay. 

Passing from the construction account (which estimates a cost of $000,000 fora line from Chicago 
to New York) with the impression that it is too high, wo come to the cost of operation Calculating 
at the minimum average of 800 words per minute, or 1,000 for the two wires, Mr. Delany’s data place 
the cost per message of 70 words from New York to Chicago ut. 4i cents, including interest on his con¬ 
struction account and ex cry expense but postage, which ought not to be over 1 cent If the sender 
does his own perforating, and the message is sent to the addressee in Morse characters, the cost of 
transmission would be a trifle over 11 cents per message of 70 words, or 2} cents a hundred, not includ¬ 
ing postage. This Is not probably below the truth, for the tendency of the witness was to make his 
estimates of operation high as well as his estimates of construction—a tendency plainly manifest in 
his giving the perforators a speed of about 16 words a minute, which is far within their practical 
capacity. (249-262, 256, 262-265 ) 

4. The Delany high-speed automatic telegraph system. —Mr. Hitchcock advocates the 
establishment of Government ownership, making use of the improvements in 
telegraphy made by Mr. Patrick B. Delany, an ex-vice-president of the American 
Institute of Electrical Engineers, and the inventor of numerous telegraph devices. 
One of his inventions, wnerebv one wire is made to carry 6 messages simultane¬ 
ously, one way or in opposite directions, has been in use by the British post-office 
for 15 years, and his system of cable transmission holds the record for high speed 
over Atlantic, cables. His high-speed automatic system of transmission has attained 
the limit of the working speed of a telegraph wire. The inventor received a medal 



DIGEST!—TELEGRAPH BUSINESS. 


CCXXIII 


for the invention in 1895, but it i« much improved now. The messages are first 
punched on tapes, which are then run rapidly through the transmitting apparatus. 

“The tapes are now punched by the ordinary operating of a Morse key, and the 
signals are recorded in Morse characters. The electro-static conditions of a telegraph 
line have hitherto imposed limitations upon rapid signaling by the ordinary methods, 
lly a recent improvement Mr. Delanv has succeeded in utilizing the static charge in 
the production of signals on the receiving tape.” 

The points of superiority in the Delaiiy system over the Wheatstone invention, 
which is its nearest competitor, are (1) more certain legibility of signals; (2) simpler 
mechanism; (3) improved methods for handling a large volume of business. It 
will work without repeaters from New York to San Francisco. The receiving instru¬ 
ment is controlled by the operator at the sending instrument The transmitter 
increases the efficiency of ocean cables. By this system it. is possible to send over a 
single wire 1,000 words a minute for a distance of 1,000 miles, as against (!() words a 
minute by the ijuadruplex system now in force, which requires 8 operators, 4 send¬ 
ing and 4 receiving, and as against 200 words by the Wheatstone automatic system 
duplexed. The great item of cost in telegraphy is the construction and maintenance 
of a large number of wires, and great economy would thus result from the use of the 
Delanv invention. A simplex Morse operator sending at the rate of 15 words a 
minute may monopolize a line which cost $20,000. 

Tin 1 witness says that, if 10 hours of constant operation for business and social 
messages are taken, and 20 [ter cent of the time allowed fur manipulating the appa¬ 
ratus, the practical working result, .if the Delany instrument would he 800 words a 
minute. If 15 cents were charged for 50 words, the witness estimates the profit of a 
line between New York and Chicago, fully equipped, witli an assumed cost, of 
$1,000,000, at. $540,000, with only one-fourth of the working capacity of the line util¬ 
ized. Ur. Iliteheoek ways that the routine of Imsinessunder [imposed governmental 
operation of the telegraph would he substantially as follows, viz: 

A central transmitting and receiving office would be established with a number of 
branches. Small local offices where letter telegrams could be received would be 
connected with the central office by ordinary wires, and at each of those local offices 
an operator could manipulate a Morse key upon a tape-punching apparatus at the 
central office. The tapes at the central office would 1st immediately run through the 
transmitters at a speed of from 500 to 1,000 words a minute. A single instrument 
mi one w ire can do all the business that,can bo provided by 50 men constantly working 
Morse keys When a wire is working to anything like its carrying capacity it will 
»• earning so much money that under Government control there will lie either a 
aige I»i''fit at the 15-rent rale, or that rate might he reduced perhaps to 5 cents for 
j" " l>n| s. At the destination of the message it is recorded in Morse characters on a 
tape and ordinarily will be written out oil a typewriter, inclosed in an enveloiie, 
Stamped and addressed, and deposited in (he post-office. Absolute secrecy for all 
correspondence can lie. ha*I whenever desired. 

Mr. Iliteheoek says that the universal use of the telegraph under such improved 
methods .whether attained through Government ownership or by a private corpora- 
Jon, would reduce charges at least GO per cent.. While personally favoring Govern¬ 
ment ownership, thinks it is possible to make the telegraph'a public utility in 
private hands by the use of the Delany system. The 10-word message could be sub¬ 
stituted by letter telegrams—that is, letters carried bv wire instead of by train, 
if Ik ♦ i k ‘ tter Jtelegrams are sure to increase the bulk of the telegraph business, and 
^ telegraph remains in the control of private parties it would interfere seriously 
H.r vn ci *f° o delivery of these letter telegrams should lie made 

ti rough the lost-Ofhce Department by carriers, or if the letter telegrams require 
inad« ti , ver . v » w I )P<, ial messengers should he employed and a special charge 
i ’ v 1 . 10 k>HH ur tfent business should not be taxed to pay for the special service 
in otv Comparatively few correspondents. Ordinary letter telegrams handed 
' ew . Vu-’ , “dance, would be posted in Chicago 20 minutes later, and 
11 rea< ‘n ttvetr destination soon enough through the carrier service of the Post- 

othce Department. (891-805.) 

Mr. Chandler thinks there has been some change of sen- 
.JZTlr ff rtof , tke telegraph companies, and that in the main they are rather 
arid Wnc p i! tlng th ? lr wires under ground in the thickly settled portions of cities 
tas/PH tr> tk * i sav ? that it i 8 done to a very large extent now r , and lias many ad van- 

K to the telegraph companies, as well as to the public. (204.) 

thfre ,abor *“ 1 - Number of employm.— Mr. Clark states that 

busing a ^ ut W0 people in the United States handling Western Union telegraph 
less. Many of these are only constructively in the employ of the company, 
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being the agents of railroad companies and handling commercial messages at the small 
stations where the telegraph business is not sufficient to justify the employment of 
an independent operator. While they are paid directly by the railroad companies, 
they must be taken into consideration sis employees of the telegraph company, 
because of the contracts that the telegraph company has with the various rauroaa 
companies. (217.) 

Mr. Chandler states that nearly 9,(XH) people are employed by the Postal Tele¬ 
graph Company; that in the principal cities 30 per cent of the employees are women, 
ana in the country 25 per cent are women. (200, 206.) 

2. Wages of telegraph employees —Professor Parsons states that statistics show that 
the average wages of telegraph operators in Europe are greater than in the United 
States. In (ireat Britain the average wages are $400; in Germany, $446, and in 
other European countries, $320, while, according to the statement made by the presi¬ 
dent of the Western Union Company to a committee of Congress, the average salary 
of tlie telegraph employees in this country is only $200. Statements made by the 
Western Union people to the contrary, also their statements that the work done by 
employees is greater here than in Europe, are not borne out by statistics. (188.) 

Professor Parsons states that the Western Union Telegraph Company pursues a 
systematic policy of reducing the wages of its employees. It employs l>oys when¬ 
ever possible, arid pays them a much smaller salary than it would pay a man. An 
investigation made ny Congress showed that there was a 40 per cent reduction from 
1870 to 1883. The great strike of 1883 throughout the telegraph system was largely 
due to the low wages and long hours, the operators having asked for an increase of 
pay of 15 per cent and for an eight-hour day, with no salary lower than $50, which 
the company refused to grant. After the strike the company was able to get one- 
third more work out of the men for the same pay. The hours of the operators are 
long, the work trying, and they are unable to continue many years under the strain. 
The Western Union Telegraph Company is also opposed to labor unions, and black¬ 
lists its employees on many occasions. (100.) 

Mr. Roberts says that the Western Union Telegraph Company contributes largely 
to the support of a school in New York “that grinds out every year a large number 
of boys and girls as telegraphers,” the result of which is to increase the supply of 
telegraph labor and thus reduce wages. The company has thousands of l>oye, rang¬ 
ing from 12 to 16 years of age, working long hours at the paltry salary of $3 to $4 
per week, while the United States Government pays its letter carriers, engaged in a 
similar occupation of carrying messages, from $60 to $100 per month. It is admitted 
by the Western Union people that, while wages have been increased in nearly every 
industry in recent years, the wages of its employees have remained practically what 
they were in 1883, while the low wages at that time were the cause of that great 
strike. (269,270,271.) 

Mr. (.'Lark states that the wages paid to the operators in different parts of the 
country vary according to the experience and ability of the operator, ranging from 
$100 per month down. There was no reduction of wages during the depression from 
1893 to 1897, nor has there been any general increase since, the regular scale remain¬ 
ing practically the same, except that, since 1883 the operators have been paid for 
overtime, and*for over 9 hours for the 6 days in the week, and for Sunday work. Oper¬ 
ators very often l>egin in the large offices as check boys and check girls, and in the 
small offices they are generally friends of the operators and grow up with the busi¬ 
ness in the office. Very often graduates from the commercial schools are taken as 
operators; so that the supply always exceeds the demand. The witness thinks 
there are about 2,500 women employed by the Western Union, and that their wagi s 
would not average as much as the wages of the men, because they can not do as 
heavy work. (223-224.) 

Mr. Clark thinks that the wages of the Western Union employees are satisfactory, 
and that they are higher than in Europe; just how much he can not say, because 
the classifications are entirely different. In Europe operators come under civil-service 
rules, and their salaries therefore are not governed by the law of supply and demand, 
as they are in this country. (217.) 

Mr. Chandler, of the Postal Company, states that the wages of employees vary 
according to the nature of the work. The salaries of operators range from $25 to $85, 
the average being about $60, the salaries of clerks averaging somewhat less. It is 
the intention of the Postal Company to make no discrimination in wages because o f 
sex, but to pay a woman the same wages as a man for the same work. In general, 
however, the wages paid to women are less than those paid to men, as there are com¬ 
paratively few women who are as skillful operators as men, and as there are lim¬ 
itations to the nature of the service that can be performed by women. 
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In Mr. Chandler’s opinion there has been little change in the rate paid to tele¬ 
graph operators either way in the last 15 ^yeare. Wages paid by the Western Union 
Company are, he thinks, very nearly uniform with those paid by the Postal Tele¬ 
graph Company for the samo service. 

The amount paid in salaries by his company, Mr. Chandler states, is approximately, 
70 jx j r cent of the total expense of operation. 

Comparing salaries pain in this country and those paid in Great Britain, ho says 
that in America a young man of good conduct and of skill demands a first-class oper¬ 
ator’s salary very early in his career. In Great Britain, the youth having acquired 
a fair amount of skill, is appointed at a salary of about $4 per week, and so long as 
his conduct is satisfactory and he develops ordinary skill as a telegrapher, he receives 
regular annual increments until ho arrives at the maximum figure for a first-class 
operator, about $65 per month. In considering salaries paid to the British operator 
it must he remembered that at the age of 60 he is retired on a pension. (200,205,206.) 

Mr. Hitchcock says one of the worst features of the Western Union Telegraph 
monopoly is its utter disregard of the welfare of its employees. Their wages are 
insufficient for comfortable living. The average operator should receive about 
double his present wages. (893.) 

3. Hours of labor of telegraph employees.— Mr. Chandler says that the hours of 
labor vary somewhat in different localities, and in small offices and branch offices the 
hours of duty are arranged with reference to the necessities of the case. In the 
principal cities 9 hours are counted a day’s labor, and 7 hours a night’s labor. (200.) 

4. A It it n<h' toward labor organizations. —Mr. Roberts states that the Western Union 
Telegraph Company is opposed to labor organizations, and that out of this opposition 
grew the great strikes of 1870, 1871, and 1883. According to the statement of Presi¬ 
dent, Green, of the Western Union Telegraph Company, “after the great strike of 
1870 the company took back some of the strikers on condition of their taking what 
was called the 1 iron-dad oath ’—an oath to renounce their union and never connect 
themselves with any similar organization.” After the strike of 1883 practically the 
same promise was required. The Western Union will not permit any of its 
employees to petition for increase of pay or shorter hours on penalty of dismissal. 
That company was the first corporation to establish a black list. (269.) 

Mr. ('lark states that he does not care to discuss the question as to whether his 
company is opposed to labor organizations. There was, however, an organization in 
1883 which the company refused to recognize. The company is always ready to deal 
with itH employees directly with reference to any personal grievances which they 
may have, and he supposes the employees are perfectly satisfied. (223.) 

Mr. Chandler reports that he does not know of any organization of telegraph 
employees that is in existence now. The Postal company makes its engagements 
with operators singly, no inquiry being made before engaging them as to whether 
or not they belong to a union. (200.) 

K. Taxation of telegraph property.— Mr. Clark states that as to taxes and 
supervision there is a difference in methods in all of the States. The total amount 
of taxes paid by the company last year was about $529,000. He thinks the taxes 
are very high, but does not desire to be considered as not wishing to pay on the full 
valuation of the property. In some of the States the taxes are based upon the pro¬ 
portion of the capital used in the State; in some ; on the estimated value of the prop¬ 
erty. Connecticut makes a charge upon each mile of wire, while Texas puts a tax of 
1 cent on every message sent. In New York a law was recently proposed author¬ 
izing the entire capital stock of the company to be taxed at one mill and a quarter 
on the dollar, which means practically $125,000 per year on the capital of the Wes¬ 
tern Union, besides a tax on the capital of the other companies that it is responsible 
for in that State. This would be a very harsh and unjust law. (216-217.) 

Mr. Chandler states that the methods of taxation are almost as many as there are 
ktateH. He thinks that generally telegraph companies are not taxed reasonably. 

1 here is a hardship, he holds, in the levying of license fees in the form of a lump 
HU,n » a* is sometimes done, as this bears unequally upon the small telegraph com¬ 
pany as compared with the large one. It is a hardship, alsoj for the municipality 
to make a fixed charge per annum for each pole and each mile of wire constructed 
°-i f treots an( i highways, as that bears more hardly upon the telegraph company 
which has to construct its lines on the highways, as is the case with the Postal com¬ 
pany, than upon the company which is able to construct its lines on railroad rights 
ot wav, as is the case with the Western Union company. As an equitable method of 
taxation he suggests that there be a single assessment on the entire property which 
company has within a State, that the company pay the entire tax to 
the State, and the State distribute it among the localities. (204,205.) 

16a- xv 
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XIV. THE TELEPHONE BUSINESS. 

A. History and description of business.—1, Early telephone conditions.— 
Mr. Edward J. Hall, vice-president and general manager of the American Telephone 
and Telegraph Company, testifies that the telephone first received public notice at the 
Centennial Exposition at Philadelphia in 1876. Attempts were made to develop its 
commercial use shortly thereafter. At first agents were appointed by the Bell Com¬ 
pany to rent telephones and bells for the equipment of short private lines. Each 
customer built his own line, usually employing the agent who rented the telephones, 
and the agent’s income was derived from the profit of this construction and a com¬ 
mission on the rental charged for equipment. The telephone exchange soon grew out 
of the desire of the owners of these short lines to be interconnected with other users 
of the telephone, and as a result there was a demand for the building of lines by the 
company or its agents. The Bell Company did not have the capital necessary for 
the construction of these lines, and local companies were organized wherever there 
was a demand, each company having exclusive exchange rights within the area 
allotted to it, and tho Bell Company reserving to itself to give other licensees the 
right to connect exchanges with each other by trunk lines. The Hell Company also 
issued licenses for lines connecting the small local companies, usually to the most pro¬ 
gressive of its licensees. Larger companies were soon organized winch purchased the 
local interests, with the result that better service was rendered. Fairly good service 
was given between the larger exchanges ami their tributary points, but the state of 
the art up to 1885 made it impossible to talk any considerable distance. Up to 1885 
the apparatus in use was adapted wholly to grounded circuits, and iron and steel w'ire 
was practically universal. Borne experiments hail been made with the bard-drawn 
copper wire, which promised good results. (817.) 

2. IkvdojnneiU of long-distance service.— Mr. 11ai.i. says that early in 1885 the Amer¬ 
ican Telephone and Telegraph Company, which lias since been popularly known as 
the long-distance companv, was organized, and the construction of a commercial line 
between New York and Philadelphia was at once commenced, and tin- line was com¬ 
pleted 2 yoars thereafter. Very heavy poles were used and 24 hard-drawn copjier 
wires were strung. A serious difficulty was encountered in transferring the current 
from the metallic circuit trunk lines to the grounded circuit wires, but this was finally 
overcome also, and with the introduction of the metallic-circuit service in the local 
exchanges the companies were obliged to go through another era of plant recon¬ 
struction. (817-818.) 

Mr. Hall states further that the present era of telephonic development in America 
commenced with the opening of the long-distance line between New York and Phila¬ 
delphia, January 1, 1887. Lines were commenced about the same time from New 
York to Boston and from New York to Buffalo, and there has been a constant exten¬ 
sion and development ever since, until at the present time the American Telephone 
and Telegraph Company and 38 associated companies, known as the Bell system, 
furnish local exchange service to about 900,000 stations and trunk-line service over 
nearly 700,000 miles of wire. (819.) 

3. Capital stock of the American Telephone and Telegraph Company. —Mr. Hall testi¬ 
fied that the capital stock of the American Telephone and Telegraph Company has 
been increased from time to time, as developments required, both for the construction 
of long-distance lines and the purchase of telephones, real estate, etc. A table accom¬ 
panying his testimony shows that the capital outstanding on March 3,1885, was 
*100,000, and on July 1, 1901, it had increased to $94,237,500. The authorized cap¬ 
ital has been increased to $150,000,000, and stock to the amount of $20,709,000 has 
recently been offend for subscription at par. In addition, collateral trust 4 per cent 
bonds nave been Bold to the amount of $15,000,000. (819.) 

4. Earningi of telephone companies.— The following extract from the annual report 
of the American Telephone and Telegraph Company, for 1900, shows its earnings 
and expenses, (823.) 

Comparative statement of earnings and expenses. 


earnings. 



1899. 

1900. 


$3,044,908.89 

1,714,526.64 

2,668,369.01 

42,286.11 

217,301.68 

83,846,821.67 
2,427,037.52 
3,027,171.85 
31,824.67 
201,643.60 






7,687,381.08 j 9,534,499.21 
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Comparative statement of earnings and expenses —Continued. 

EXPENSES. 


• 

1899. 

1900. 


$591,826.84 

1 103,748.46 

i 1,234,275.83 

1 1,487,021.88 

$746,259.48 
86,134.07 
1,376,199.94 
1,840,847.86 


Interest and taxes. 

Net revenue. 

3,416,872.51 

4,048,441.35 

4,270,508.57 

6,486,057.86 


6,486,057.86 

4,078,601.25 





1,407,456.61 

937,268.22 
470,198.39 

Carried to surplus . 

. 


1,407,456.61 


5. Present development of the telephone industry— Accoinpanying the affidavit of 
Mr. Hull is a report of the president of the American Telephone and Telegraph 
Company for the year ending December 31, 1900, which shows a great growth of the 
industry from 1891 to 1900. 

The estimated number of exchange connections made during 1900 in the United States 
by companies ojjeratingunderlicensesof this company amounted to about 1,825,000,000. 
The average number of daily calls per subscrilxws station throughout the United 
States is almut 7.1. The average cost to the subscriber varies according to the size of 
the exchange and character of the service from less than 1 cent to 9-cents per 
connection. The long-distance toll system owned and operated by the company on 
the 1st of .January, 1901, consisted of 12,427.03 miles of pole line and cable, ami 
167,410.39 miles of wire, connecting 359 offices. The total mileage of wire, local and 
lung distance, is 1,354,202. The past, year has been one of marked progress in the 
development of the business. The message-rate system with metallic-circuit lines 
and correspondingly lower rates have increased the service very materially and at 
the same time the efficiency of the service has been steadily maintained; 705,000 
miles, or more than one-half the entire mileage, is operated under the surface of the 
streets. The expenditures which were required for the extensions of the business 
throughout the country have l)een greater than any previous year, nearly $29,000,000 
having been expended by the company and its licensees for this purpose, and in addi¬ 
tion thereto oyer $2,000,000 was invested in real estate for telephone purposes. The 
entire expenditure for construction, including real estate, to the close of the last year 
has been $168,474,517.83. Further expenditures on a large scale will be required for 
the current year. (820-822.) 

6. Hell Telephone Company—Its relations to American Telephone and Telegraph Com¬ 

pany.—Mr. Bethell testifies that the American Telephone and Telegraph Company 
rents its instruments from the Bell Telephone Company, but he does not consider 
this payment a« in the nature of a royalty. The Bell Company owns at least 51 per 
cent of the stock of the American Telephone and Telegraph Company. (810-811.) 
v'VTi system.—Mr. U. N. Bethell, general manager of the New 

lurk Telephone Company, testifies that the New York telephone system is the 
largest in the world and has the greatest per capita development, the number of sub¬ 
scribers’ stations now amounting to more than 62,600. The system embraces not only 
the old city of New York, but all of Greater New York and many places across the 
river in New- Jersey, and a few in Canada. The business was first started in New 
i ork in 1878, and up to 1894 the development was not very rapid. Since 1894 there 
nas occurred a great development in the system. During the last 2 months there 
has been a gain of about. 2,000 subscribers, and at the close of the present vear, 1901, 
there will be perhaps 75,000 stations in New York City. The causes of this rapid 
development are efficient service and general recognition of the utility of the tele- 
phone, and principally the reduction in rates and the adoption of the rate-message 
Plan. I he policy of the company has been to adopt improvements whenever they 
nave been demonstrated to be useful regardless of cost. The metallic-circuit under¬ 
ground system has been established, and at present there is not a pole on Manhattan 
island, outside of a very small section nortn of 130th and 140th streets, excepting 














OOXXVIII INDU8TBIAL COMMISSION I—-TOANSPOBT ATION. 


one main trunk line used for long-distance wires, which runs the entire length of 
the island. The entire plant was reconstructed between 1887 and 1893 at a very 
large expense. The most important change that has been made recently was the 
introduction of the common battery system, about 3 years ago, which required 
the substitution of an entirely new equipment at all of the central offices. This work 
will l>e completed about September, 1901. A European expert recently wrote that 
New York has not only the largest but technically the best system in the world. The 
underground system is installed in subways, which were provided for by act of the 
legislature, the subway system having been in charge of electrical commissioners 
under whose Hiipcrvuuon the work of construction was carried out. The functions of 
this board are now lodged in a commissioner. The subways were constructed by a 
separate company, but most of the capital came from the telephone people, many of 
the members of the subway corporation being also members of the telephone com¬ 
pany. The municipal wires and those of telegraph, electric light, and other com¬ 
panies are also placed in the same subways. (777-780.) 

Mr. Bethell declares that the New York plant is maintained at all times so that the 
service is absolutely permanent and reliable. The rapidity of the operator is tested 
without the operator’s knowledge, and for the last 3 or 4 years tests have shown that 
the average time elapsing between the giving of the subscriber’s signal and the 
answer is from 3 to 5 seconds. In only one case during the last year and a half did 
the average go over 5 seconds. The New York service has been praised by a num¬ 
ber of experts. (780, 787.) 

Dividend*.— Mr. Bethkll testifies that from 1888 to 1896 the New York Telephone 
Company paid no dividends. Since 1896 it has paid 6 per cent per annum. The 

S srcentage of expenses to earnings for the same time has been about 65 per cent, 
uring the first 4 months of this year it was 65.3. (783.) 

8. Relations of Western Union Telegraph Uomvany to the American Telephone and Tel¬ 
egraph Company.— Mr. Bethkll testifies that the Western Union Telegraph Company 
can not be considered as a com|>etitor with the American Telephone and Telegraph 
Company because lioth do a different class of business. He is not a director of the 
company,-but from newspaper reports he thinks that some of the directors of the 
Western Union Telegraph C ompany are also directors of the American Telephone 
and Telegraph Company. He does not know to what extent long-distance tele¬ 
phoning has affected the telegraph business, and he does not know whether the 
American Telephone and Telegraph Company is doing any telegraph business. (813.) 

9. Ihderground vires .— M r. Halo testifies that upon the multiplication of wires a 
general demand arose that they should be'put underground, especially in the busi¬ 
ness centers around the large exchanges. The rapid development of high-tension 
currents for electric, lighting and street-railway purposes tended to seriously impair 
the service over single wires using the ground for a return. It took some time to 
devise suitable cables for underground purposes, and even now they can not be used 
over long-distance lines, except in the short section from the terminal exchange to 
the customer’s station. The purjH)se of the American Telephone and Telegraph 
Company from the outset was not to use the method which largely prevails in other 
countries, of requiring users of the lines to come to special toll offices at terminal 
points, but to connect the long-distance line with the subscriber’s line. (818.) 

10. Secrecy in telejdioning.— Mr. Bethkll testifies that under the laws of New York 
it is a misdemeanor to divulge telephone messages, and very few complaints have 
ever been made to the management on this matter. Occasionally some subscriber 
thinks his conversation has been listened to and used, but these complaints do not 
average more than 2 a year, and upon investigation they have been found to be 
without foundation. Most of the service in New York is on direct wires, there 
being very little of what is known as party lines, that is where 2 or 3 persons are on 
the same wire. (813.) 

11. Telephone system of Detroit. — Mr. Bethell said that he was not very familiar 
with the telephonesystem of Detroit, but he understood that there was great dissatis¬ 
faction there and the competition by the independent telephone companies created 
worse conditions than existed previously. (807.) 

B. Telephone rates.— 1. General charge of excessive rates .—Professor Parsons 
refers to the telephone rates in the United States, especially in the city of Washington, 
and compares them with the rates in cities of practically the same size in Europe, 
where the municipalities own and control them. He states that the rates in Wash¬ 
ington are from $36 to $96 for residence and $120 for a business phone. While tele¬ 
phone instruments can la? bought in this city cheaper than they can in Europe and 
while the wages of the operators are practically tne same, Stockholm, which has 
a population substantially the same as Washington, has a telephone system with 
metallic circuit, underground wires, unlimited service, with a rate of $16 for a resi- 
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dence and $22 for business phones, and interurban communication within a radius of 
43 miles; and that the Bell Telephone Company, when it was operating the Stock¬ 
holm system, was charging $44 for a very inferior service without metallic circuit or 
underground wires. 

Professor Parsons submits the following table as showing the relative rates for 
telephone service in leading American and European cities, together with the relative 
number of persons in the population for each telephone. American figures relate to 
years 1897 and 1898, and those of European cities to somewhat earlier veam. The 
relative sizes of the various cities are indicated by comparisons with Washington, 
D. C., which has a population of 250,000. The cities marked with an asterisk have 
public systems and the others have private plants. (177). 


Washington (1898) 

Stockholm *. 

Christiania. 

Trondhjom. 

Borne*. 

Zurich *. 

Berlin*. 

Copenhagen. 

Amsterdam. 

Paris*. 

Creator London... 
Greater Boston.... 
Greater New York 

Chicago. 

Philadelphia. 


Cities. 


1 

Relative 

size. 

Rates. 

Number 
of per¬ 
sons to 

1 tele¬ 
phone. 

1 : 

to $135, $100 aver¬ 
age- 

120 

1 i 

$20 average. 

23 

! 

$22 averuKC. 

30 

\ 

$13 average. 

38 


$10 upward. 

40 

i 

810 upward. 

50 


836. 

60 


$41. 

70 




10 

$78. 

170 

22 

$100. 

700 

•1 

$25 to $150. 

60 

13 

$90 to $240 . 

120 

6 

$60 to $175. 

130 

5 

860 to $250. 

170 


In most of the American cities offers have been made to furnish telephone service 
at a much lower rate than the Bell Company was charging. In the state systems of 
Europe the charge for a local telephone conversation to a nonsubscriber is from 2 to 
5 cents, as against a charge of 10 to 15 cents in many of our cities. In the small places 
an average charge of from $8 to $12 or $15 per year is a fair charge for the use of a 
telephone, while in larger cities a somewhat higher rate is made necessary. In 
Boston, where‘the underground system is necessary, a company is operating a 
system at aliout one-half the rate charged by the Bell Company. While it costs 
more to install an underground system in the first instance, the expenses of main¬ 
tenance are less than for an overground system. The witness believes it would 
l>e possible to furnish telephone service in Washington City for from $30 to $35, 
unlimited. One of the reasons why the Bell Company can not furnish service at 
such rates is that it is greatly overcapitalized, and is trying to pay a dividend on 
watered stock. The New England (Bell) Telephone Company, operating in Boston 
and other cities and towns in Massachusetts anu New England, is capitalized at more 
than $300 per subscriber’s line, whereas the Massachusetts Telephone Company (inde¬ 
pendent) has installed a system there equally as good at less tnan $100 |>er line. 

The witness also states that in Grand Rapids, Wis., there is a cooperative tele¬ 
phone system, comprising about 300 subscribers’ lines. The average cost of construc¬ 
tion per line has been only $42, as compared with $300 for lines in some of companies 
controlled bv the Bell Company. The charges are only $ I per month for residence 
service and $2.25 for business service. One and one-half per cent dividends have 
l>een paid monthly on the shares, which are held by the telephone users, so that the 
actual charges for a residence telephone amounts only to 25 cents per month, and for 
business telephones $1.50 per month. The Bell Company in this place charges $36 
ear for resident telephones and $48 for business telephones. 

Professor Parsons refers also to a small telephone system in Kansas which operates 
at aprofitof 10 or 12 per cent while charging only $12 or $15 per year for telephones. 
In Rochester, N. Y., an independent telephone eompany is making rates of $36 to 

Tk *1? W’Hf? ® cent dividends on a large amount of watered stock. 

. witness criticises the decision of the supreme court of the District of Columbia 
in Manning v. Chesapeake and Potomac Telephone Company, which held unconsti- 
*KA° na an act C° n iUes8, fixing the minimum telephone charges in Washington at 
$50 per year with 1 telephone on a wire, $40 for 2 telephones on a wire, $30 for 3, 



































COXXX INDUSTRIAL COMMISSION J—TRANSPORTATION. 


and $26 for 4 or more on the same wire, and undertakes to show that the court was 
incorrect in holding that the rates charged by the telephone company in Washington 
were necessary for the successful operation ol its business. The evidence in the case 
showed that wherever the rates are lowered there is a much larger use of the tele¬ 
phone, and that fact was not thoroughly considered by the court in its decision. 
The witness believes that the lowering of the rates to the level fixed by Congress 
would very largely increase the number of subscribers without any very great increase 
of the expense of maintenance, so that the company would in reality make as much 
money as it did under the present system. The Supreme Court of the United States 
has clearly recognized the principle that the increase of business from lower rates 
must be taken into account. He further states that he has consulted with the presi¬ 
dent of the new company operating in and about Boston over the matter of reduction 
of rates proposed for Washington, and that official thoroughly agreed with him that 
the reduction was possible. 1 (173-179.) 

He admits that in many cases the public is not ready for it, and thinks for the 
present, in most instances, public regulation would be letter than governmental 
ownership and operation. (100, 173-179.) 

Mr. Bktiiell, commenting on the figuros given regarding the charges for tele¬ 
phones in Grand Rapids. Wis., implies that it is absurd to suppose that telephone 
service should 1 m*. furnished by any company anywhere at $3 per month if proper 
methods of accounting for expenses were employed. Even if the concern were 
cooperative, so that the members did part of the work or met part of the expenses, 
it would be difficult to conceive of any efficient service at this rate. (HI I.) 

Professor Parsons, in an affidavit replying to these criticisms, testifies that the 
data relative to the Cooperative Telephone Company of Grand Rapids, Wis., was 
received by him from the first president of the company, who is a man ol excellent 
reputation and thoroughly familiar with the facts, and that the statements thereto¬ 
fore given to the commission by him were taken from a letter from the president of 
that company. (883.) 

Professor Bkmis thinks that, there is quite an opportunity for municipalities to 
develop telephone service in connection with the police and fire-alarm system, and 
thus extend it gradually; some little tendency in that direction was observed in 
Chicago until a private company made a greatly reduced rate to the city. He 
believes there would lie mnen more use of the telephone and that the companies 
would not lose anything in the end by greatly reduced rates; and he instances the 
case of the town or Manhattan, in Kansas, with a population of only 3,000, or about 
600 families, where a private company had placed 220 telephones or one to every 3 
families, and had made over 10 per cent on its investment by charging only $1 a 
month for the household use of telephones and a little more for mercantile use. He 
admitted that in larger cities the cost would increase somewhat, with the size of the 
plant, because the number of connections had with others tends to increase the 
operating expenses somewhat per phone, but not enough to justify the general charges 
prevailing in large cities. (100-101.) 

2. General deferm of exwthxj rates. — Mr. Hall testifies that the constant and rapid 
changes made in the telephone industry, requiring continuous reconstruction of the 
plant and improvement in other conditions, make the question of rates one of great 
complexity. At first the fixed fiat, rate for the unlimited use of the telephone by the 
subscriber was put in force, but later it developed that the message-rate system, by 
which charges are based on the numl)er of messages, w r as the proper one, and it is ho 
recognized generally by the customers. The flat rates are reasonably equitable in 
small places, where traffic is fairly uniform, but they have no place in the service of 
a large city, where uniform conditions do not prevail. Trunk-line long-distance rates 
were originally started under the message-rate plan. At first the rates were usually 
about one cent a mile, with an allowance of five minutes for each message. The pre¬ 
vailing rate to-day in this country is substantially three-fifths of a cent per mile for 
a conversation of three minutes, with a proportionate increase for use in excess of 
that time. (818.) 

Mr. Parsons in his affidavit says that he believes in the message-rate plan for large 

f ilants, but thinks the double flat rate, one for residences and one for business establ¬ 
ishments, simpler and better for small exchanges. If the message charge is carried 
too far it will limit communication and subserve no useful purpose. (883.) 

Mr. Bethell testifies that it has been demonstrated ana is acknowledged on all 
sides that it is more costly to operate a telephone system in large cities than in small 
ones. More than half the operating expenses go for labor, wages, rents, and other 


'The decision above discussed regarding telephone rates In the District of Columbia was reversed 
by the district court of appeals In 1901, which held the rates established by Congress to be adequate. 
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items, which are very much higher in a great city than in a small town. Then there 
are so many subscribers in a large city that therehave to be numerous exchanges, all 
connected together, and this requires plant and labor of a kind and amount wnich is 
not required at all in the smaller exchanges. A large exchange, therefore, requires 
many fold more labor and more plant to accomplish a particular thing than does the 
smaller exchange. Again, in a very large exchange there is necessarily a very large 
surplus plant. Underground cables must be of a standard size, say of 50 or 100 
wires, and very often it may lie necessary to take the 100-wire cable when only a 
fractional part of that number is required for the service. There are surplus sub¬ 
ways for the same reason and for the additional reason that when once the street is 
opened ample conduits for future growth must be laid, and there is thus a great 
investment lying idle for a long time, and during the slack hours of the day and night 
the plant must be up to the highest requirements of the busiest five minutes of the 
day. The message in a great city costs vastly more than a message in a small city, 
but the volume of traffic in a large city tends to equalize that and to bring down the 
cost. Every message occupies the whole line during its transmission, thus differing 
from a railway, where many trains may be operating at the same time. 

The witness thinks the average use per line would doubtless be increased by lower 
rates. It has been increased in New York by lower rates, and the New York system 
may be capable of carrying more traffic than it does carry, but there are so many 
facts and conditions surrounding the question that it is not by any means easy of 
solution as to whether a reduction of rates would pay or not. There is a limit to the 
carrying capacity of a telephone line—not as a single line between two points, but. 
as part of a very complicated and very extensive system of lines, any two of which 
may have to be connected at any moment. One might use his telephone 50 or more 
times a day, but such use is only possible when the line over which such a number 
of messages is sent is connected with other lines not used to that extent. That line 
is so fully occupied by outward messages that few, if any, incoming messages cun be 
handled over it. Practically it is “busy” to all inquirers. It is obvious that all 
lines could not be used to any such extent; an attempt to so use them would neces¬ 
sarily result in complete failure. The rate of $30 a year, suggested by Professor Par¬ 
sons in his testimony before the commission as a proper rate for New York, would not 
be fair. (808-810.) 

Mr. Bethell testifies that a committee of the New York legislature in 1888 investi¬ 
gated the system and reported that the loss to the New York company through 
installation of the new underground metallic circuit system amounted to three-fiftns 
of the company’s net profits from its organization, and that the company’s profits 
for seven years were 9.66 per cent on investment. This committee also reported that 
no telephone company in the State had made unusual profits and that some of them 
bad lost money, and that nowhere in the State had it found excessive salaries paid 
to telephone officials. (782,783.) 

3. Interior Department sendee .-—Professor Parsons refers to the operation of the tele¬ 
phone by the Interior Department in Washington. The Department had been pay¬ 
ing an average of $75 per ’phone for 65 ’phones. The Bell Company having refused 
to reduce the rates, the Department put in a system of its own, which it operated at 
a total cost of $10.25 per ’phone, including interest, depreciation, and repairs, or 
$6.43 without those items. (173.) 

Mr. Bethklj, testifies that he found the system of telephones for the Interior 
Department confined to a few buildings, all near together and connected with a very 
few wires. The Government had invested $6,000 in that plant. He criticises the 
testimony of Mr. Parsons; says that for 65 ’phones the figures given would allow 
only $248.30 a year interest, depreciation, and repairs. The interest alone at 4 per 
cent on $6,000 would amount to $240 a year, which would leave only $8.30 for depre¬ 
ciation and repairs. The repairs alone would require the service of one man practi¬ 
cally all the time. From official reports of officers of the Interior Department, made 
in 1897 and 1898, and which were filed as exhibits to his testimony, Mr. Bethell states 
that the Interior Department service was very inferior in quality. (786.) 

Professor Parsons, replying to these criticisms, says in an affidavit that he had 
obtained the facts about the Government telephones directly from the hooks of the 
Department by a personal visit to the Department. At the time of his former testi¬ 
mony he did not xnow that the Department exchange had been given up, but he 
now finds that the installation was not satisfactory and that a wider service was 
needed. He used the data in his former testimony to show that the Bell Company 
was wrong in its refusal to reduce the rates to the Department, and that idea is home 
out by the fact that the Bell Company now supplies a wider service and long-distance 
facilities at rates close to the cost under the public system. (883.) 
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4. Rates in New York.— Mr. Bethell says that during the early period, when single 
wires were used, the rates were all flat; that is, all subscribers had the same character 
of equipment and paid the same amount, whether they used the service much or Kttle. 
The correct ideaiH that the company’s business is to render public service, and conse¬ 
quently the flat rates were discontinued and what was known as the message-rate 
system was introduced. During the early davs the flat rates in New York ranged 
from $60 to $150 a year for single service, and when the metallic service was intro¬ 
duced they ranged from $120 to $240 per year. Under the message-rate system the 
message instead of the station is taken as the basic unit in making the rate. There 
is a minimum charge for which the subscriber may send a stated number of messages, 
with additional charges for additional messages, the amount per message decreasing 
as the number of messages increases. The rates in New York range from $24 per 
year up for exchange services. There are also rates for supplemental stations, some 
of them being as low as $8. In Manhattan the rate is $00 a year for 000 messages. 
Additional messages are charged at from 6 cents down to 3 cents each, being arranged 
so that the traflic-earrying capacity of a subscriber’s line in New York practically 
limits the total rate which he might pay in most cases to $240 a year. In Harlem 
there is a rate by which the subscriber pays 5 cents for a Harlem message and 10 
cents to any other part of Manhattan or the Bronx, guaranteeing the company $3.25 
a month, or $35 a year, from the combined business. The message-rate plan has been 
worked out also in a way adapted to business concerns. A small switch board is 
located oil the subscriber’s premises, and in the various parts of his building, where 
he may desire them, telephones are located. The rate is $12 a year for each. A 
trunk line runs to the nearest central office, which is paid for at the rate of $30 a 
year. The subscriber guarantees 3,600 messages a year, and may send all the mes¬ 
sages he pleases for 3 cents each. This system has proved very popular. At present 
the New York company is operating more than 1,200 such private exchanges. In 
hotels the rates for stations in connection with a private branch exchange are from $8 
to $12 per year per station. The average annual rate actually paid by all subscribers 
in the city of New York under the message-rate system was on the tirst of the year 
1900 $87.62. At present, June 15, 1901, it is about $85. This includes all stations, 
even the $240 flat-rate stations. At the pay stations the rate is 10 cents per message 
to any part of Manhattan, 8 cents of which goes to the company. The rapid devel¬ 
opment of telephone business in New York City shows that the rates and service are 
generally satisfactory to the public, and there is no demand for a revision or reduction 
of rates. (780,781,782.) 

5. Telephone franks. — M r. Bethell testifies that the State of New York in adopting 
its new constitution provided that the giving of franks to public officials should be 
prohibited, and since the adoption of that constitution no frank has ever been issued 
to any official for telephoning. The constitution would interfere with the Bell Tele¬ 
phone Company giving free service to any official or politician of the State, and would 
prevent any discrimination in favor of any person. The city of New York itself has 
to pay for its telephones. There may be a little courtesy occasionally shown the 
police and tire department, but speaking generally the service has to be paid for at 
the same rates. (810, 812.) 

C. Comparison of American and European telephone rates and 
conditions — 1. Generally .—'The statements of Professor Parsons as to local tele¬ 
phone rates have already been referred to. For the long-distance telephone, con¬ 
tinues this witness, the rates in this country are very much higher than they were 
in Europe. As an instance, the rate from Philadelphia to Washington is $1.25 for 
5 minutes. In England the rate for the same distance would be 48 cents and in 
France 30 cents. 

"They have a distance rate in France of 10 cents for 62 miles and in England 6 cents 
(3 pence) for the first 20 miles—any towns within 20 miles—and 12 cents (or 6 pence) 
tor towns within 40 miles, and 12 cents for each 40 miles afterwards. New York is 
228 miles from here (Washington) and the charge is $2. In England it would be 72 
cents and in France 40. Boston is 417 miles away; * * * the telephone rate is 
$4. In England it would be $1.30 and in France 70 cents. Chicago, 716 miles; the 
rate is $4.25, England $2.16, France $1.20. Richmond is 116 miles away; our rate is 
75 cents, England 36 cents, France 20 cents. New Orleans is 1,116 miles; our rate is 
$6.35, England $3.16, France $1.90. * * * The English distance tariff is from 
one-half to one-third of ours and the French from one-third to one-sixth of ours.” 

The services of the telephone in other countries where the system is public is far 
superior in its coordination with the post-office and telegraph to what it is in this 
country. In some countries letters and telegraph messages can be telephoned. 
(174.) 
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Mr. Hall, of the American Telegraph and Telephone Company, says that the 
development of the telephone industry in America is greater than that in Europe. 
The charges for service are higher here than in Europe, but there are so manydifferent 
conditions that it is almost impossible to make a fair comparison. The greatest single 
factor in the problem is the low cost of labor in Europe. Charges for long-distance 
service in Germany, if one desires prompt service, are sometimes as much as three 
times the regular rate. In Sweden double rates are charged for prompt service. In 
Holland the regular schedule is doubled between noon and 4 p. m. The trunk lines 
provided in Europe are very limited, and one does not know when he will be served 
unless he offers in advance to pay two or three times the regular rate. In England a 
customer is absolutely limited to a three-ininute talk, no matter how much lie 
desires to use the instrument longer. (818-819.) 

Summing up the results of his comparison of the American and European systems 
of telephones (see below), Mr. Betheli, said the cheapest and poorest conditions arc 
obtained through Government and municipal ownership; the next best conditions 
under private ownership with Government control, and the best conditions are 
obtained where there is unrestricted private ownership. There are 20 American and 
44 European cities with 200,000 or more population. In the American group there 
are 21 telephones per 1,000 population; in the European 13 telephones per 1,000 pop¬ 
ulation. Among cities of 1,000,000 or more, New York stands at the top, with twice 
as many telephones per capita as any other city in its class except Berlin, which has 
been favored by the Government in the matter of rates. Of the cities of 500,000 to 
1,000,000 Boston is at the top, witli twice as many as any European city except Ham¬ 
burg, and almost twice as many as that. Of the cities that run from 200,000 to 500,000 
Stockholm is at the top, with San Francisco a close second. The European small 
towns have shown a most insignificant development and the American small towns 
a great development. “The English and American maxim is that whatever can be 
done without Government should he thus done. The continental principle is that 
whatever can lie done by Government should be done.” (807.) 

Professor Bausons, in a supplementary affidavit, says that the comparison made by 
Mr. Betheli as to the telephone developments of the' various cities and countries is 
entirely unfair, because he selects carefully American cities where service is most 
highly developed. The fact that New York City has 26 telephones per 1,(X)(1 people 
while Paris has 13 per thousand proves nothing as to public ownership, because there 
is even a greater difference in favor of New York in respect to transit and other inter¬ 
ests which are private in both cities. Moreover, in .Mr. Betheli’s comparison the 
heart of Now York is selected for comparison with all Paris, instead of taking the 
whole city of Greater New York. A fairer comparison would he between London's 

7 telephones per 1,000 people, under private ownership, and the 13 per 1,000 in the 
public system of Paris, for general conditions are more similar in Ixmdun and Paris 
than in New York and Paris. The low development in Warsaw and Moscow and 
ot her similar places in Europe are the principal factors in pulling down the average 
of the European cities dealt with by Mr. Betheli. 

In Greater New York there are 20 telephones per thousand people; Brooklyn, 11 
per thousand; Philadelphia, 16 per thousand; St. lands, 17 per thousand; Washing¬ 
ton, 14 per thousand. These are all under private management. Berlin, with pub¬ 
lic ownership, has 25 per thousand. 

P* rs011a criticises especially Mr. Bethell’s comparison of Larclunont's (N. Y.) 

1 10 tolephonesperthousano with Trondhjem's (Sweden) 38 per thousand. Laruhinont 
is a guilt-edged residence town filled with wealthy New Yorkers, while Trondhjem is 

8 more , t * lan Spi 000 people of various classes. A fairer comparison would lie 
with Chester, Pa., with 34,000 population and only 6 telephones per thousand; or 
Camden, with 10 telephones per thousand; Trenton, with 19 per thousand; Wilming¬ 
ton, Del. with 14 tier thousand. Mr. Bethell’s statements in reference to the telephone 
system of Stockholm are misleading. In that city the impulse for development 
oaiue from ttie Government and not from the company, as Mr. Betheli indicates. 

lhe truest comparison is between public and private ownership in the same place. 

1 lie true test of telephone development is not the number of telephones in a few of 
ttie most progressive cities, but the average development throughout the country, 
ine variations between 6 telephones per 1,000 in Chester, and 7 in London, and 62 
“ “J 11 c? 1ncll *on, and 170 in Larchmont, all under private ownership, are much 
greater than the difference between the public group and the private group. A 
tetile of comparisons of the principal cities of the United States and Europe is sub- 
mitted in Mr. Parsons’ affidavit in favor of his argument. (883, 884.) 

Mr. Betheli says that in comparing New York conditions with European condi- 
«ons, consideration must be given as to whether the service is self-sustaining and also 
ae to wages, purchasing power, conditions of living, and other matters of that kind. 
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There is no common factor between the New York and European conditions to make 
the comparison simple. The proper method of fixing rates is that the amount to be 
paid by the telephone subscriber in a large city should be more than that to be paid 
by the subscriber in a small town. This is the almost universal practice by private 
companies and governments, except Switzerland and Sweden. The comparisons 
given below are bast'd on public documents or on personal observation. (785, 787.) 

In the report of the president of the American Telegraph and Telephone Com¬ 
pany there is a comparison of telephone development in the United States with 
the countries of Europe, which shows that the German Empire, with 229,891 sta¬ 
tions, comes next to the United States in telephone development. Then follows, 
in the order named, Great Britain, Sweden, France, Switzerland, Austria, Russia, 
and Norway. The United Spites, with 800,000 stations, has a greater development 
than all the countries of continental Europe combined. (822.) 

2. Telephones in (lrent Britain .—Professor Bemir stated that in England he had 
found the municipal operation of telephones extending very rapidly. In Glasgow 
and London municipal operation is soon to begin and the charges will be scarcely 
more than one-half those of the private companies. The National Government owns 
the trunk lines in England connecting the various cities, while the municipalities 
will construct plants for their districts. Much confidence is expressed by the people 
in the result. In Norway and Sweden, and some portions of Germany, where there 
is public management of the telephones, the result had been entirely satisfactory. 
(1004.) 

Mr. Bothell testified that in Great Britain tho telephone was held by the courts 
to go under the telegraph act of 1869, which made the telegraph a Government monop¬ 
oly. Under this decision the postmaster-general had an exclusive right to provide 
the telephones, but being unwilling or unprepared to do so, he granted licenses to 
various private companies, limiting the operation of each to a specified area, and pro¬ 
viding for the payment of a royalty to the Government of 10 per cent of the gross 
receipts. All these licenses were made to expire in 1911. The restrictions to speci¬ 
fied artyi prevented interurban communication and proved most unsatisfactory, and 
in 1894 other licenses, which removed the restrictions and limitations as to the area 
in which the licensed company could operate, were granted. As a result, trunk lines 
were very rapidly built between the several telephone centers and the long-distance 
business grew up. For a time the post-office endeavored to establish a competing 
system, but met with no success, notwithstanding the fact that it was taking 10 per 
cent out of the earnings of the private company as a royalty. The Government com¬ 
peting exchanges have entirely disappeared; with the exception of those at Newcastle 
and Leicester. In 1898 the National Telephone Company was formed and it now 
operates all over Great Britain. The rates have been reduced practically to one- 
half of what they formerly were. The concentration under private management has 
produced better results than under Government management. The reduction in 
rates is accounted for by the fact that there were economies through concentrated 
management and uniformity of methods which could not be practiced before. In 
London and Glasgow the local authorities persistently refused to permit the substitu¬ 
tion of underground for overhead wires, and the company is unable therefore to 
render efficient and satisfactory service. In 1899 the English Parliament voted the 
necessary funds to enable the Government to begin competition in London and 
empowered the postmaster-general to grant licenses to municipalities to construct 
and operate their own systems. It was stipulated in the law that whenever the 
postmaster-general licensed a municipal competitor the National company's license 
should be extended for a like time. The post-office is now constructing its plants 
and will probably begin rendering service in London before the end of the year 1901. 
Glasgow lias already opened an exchange, but the movement has not yet proceeded 
far enough to produce any results. The dissatisfaction in respect to rates and the 
lack of service were the moving causes on the part of the British Parliament in enact¬ 
ing this law. Mr. Bethell quotes numerous authorities to the effect that the service 
in England was not so efficient as in the United States; but says that the develop¬ 
ment in Great Britain was far in excess of that attained on the Continent under 
Government ownership. On January 1, 1901, London had 41,111 telephones, or 7 
per 1,000 population. New York at the same time had 26 telephones per 1,000. 
Among large cities in Europe, London’s development is exceeded only by that of 
Berlin. 

The rates in England, generally speaking, are flat, but a committee of Parliament 
in 1895 reported in favor of the message-rate system. The London rates for direct- 
line business service is $100, the residence rates $60, with discounts for long term 
contracts. The National company has a very large fund which it carries forward 
from time to time, as rentals are paid in advance. Its annual statement at the close of 
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1900 showed $3,840,000 carried forward in that year. The average rate in London 
approximates $72. Inasmuch as there is a great difference in wages, the witness 
thinks the New York rate is in reality lower than the London rate. The wages of 
the company’s operators in London vary from 5s. to 17s. per week. Lady superin¬ 
tendents receive about 2 guineas per week and wire-men 6s. a day. The other pay 
per week for the operators in Glasgow is 9s. 4d. New York wages average double 
those in London. 

Mr. Bethell says further, that private companies operating telephones in Great 
Britain ha\e been constantly hampered by the Government, so that any deficiency 
in the service or any unduly high charges are chiefly to lie attributed to this policy. 
The witness quotes "from a writer in the London Times, from a speech of Mr. Arthur 
Chamberlin, as well as from articles by 2 English telephone experts, all to the 
effect that the Government had impeded the private companies in many ways. The 
Government royalty upon the use of the telephone is considered unjust by some of 
these English authorities. They assert further that the British have had to borrow 
their inventions and improvements in telephones from the United States. Obstruc¬ 
tion has been due not only to the action ot Parliament and of the central executive 
authorities, but also to action of municipal governments. An officer of the National 
Telephone Company is quoted as saying that the history of the telephone branch of 
electrical engineering has been one long fight by the company to l>e allowed to serve 
tin 1 public properly. (797-803.) 

3. Telephone conditions in (lev many —Mr. Bethell testifies that in Germany patents 
were never allowed for a telephone, and the Government had monopolized the busi¬ 
ness fr< mi the lieginning. It is now operated as a part of the postal-telegraph system. 
There has been a very large development in Germany, especially in large cities which 
have been favored by the German rate policy. Until recently there were uniform 
rates throughout the Empire. There are 720 telephone centers in Germany, and 
Berlin alone has 25 per cent of the total stations. At the beginning of this year 1901 
Berlin had 47,586 telephones. Up to 1899 the service was rendered only from 7 in 
the morning until 10 in the evening. Since that time a night service has been 
installed, but there are extra charges for night calls. The lines are largely single 
wires and a very large percentage of them are still over head. In Berlin the sub¬ 
scriber has to do a great deal of his own operating; that is to say, he calls the nearest 
central office and must work his own way from that office to the next, and so on. 
On the whole, the Berlin service is not to be compared with the New York service, 
but it is apparently satisfactory to the Berlin public. 

The uniform rate in Germany prior to April 1, 1900, was $37.50. At that time 
fiat intes, varying from $16 to $45, and minimum message rates from $20 to $30, were 
put into force, the rates now differing with the size of the town. Since that time 
the development in the smaller towns has been more rapid. The administration 
mail) times reported to the German Parliament that the Berlin system did not pay, 
with the result that the rate in 1899 was increased 20 per cent—to $45. The postal 
telegraph and telephone accounts are all merged together. Wages, rents, and almost 
all other items that enter into the cost of furnishing telephone service range from 
2 to 4 times as high in New York as in Berlin. Consioering the character and 
amount of service and the purchasing power of money, the rates in New York are 
lower than in Berlin. In Bavaria the telephone system iH operated separately from 
the imperial system by the telegraph department of that Kingdom. They have the 
same rates and the same policy as to rates as exist in other parts of the German 
Empire, and the general conditions are about the same. The plants and the service 
in Munich are much better than in Berlin. (791-793.) 

4. Telephone conditions in Austria-Hungary.— Ur. Bethell says that private com¬ 
panies conducted the telephone in Austria until 1894 and 1895. Then the Govern¬ 
ment purchased the plants, and since then has run the business as a monopoly. 
Nearly all the development is to be found in the greater cities in Austria, chiefly m 
Vienna, and in Hungary, chiefly in Budapest. The Vienna plant was bought by the 
Government on a valuation fixed by experts. The Government took possession of 
it on the 1st of January, 1895, at a cost of $1,600,000. There were between 7,000 and 
8,000 stations. In November of that year the Government began the construction of 
a new plant, and has expended $1,200,000 on it up to this time. The number of sta¬ 
tions in Vienna is about 13,326, and in all Austria there are 31,902 telephones. 

\ lenna’s population is substantially the same as that of Chicago, but Chicago has 
more than twice as many telephones. When the private company operated the sys¬ 
tem, the Vienna flat rate was $40, and it has continued the same. Elsewhere in Aus¬ 
tria there is what is known as the installation charge or entrance fee of $40 per kilo- 
meter of line, plus $20 per year. The wages are low—operators receiving from $1.80 
to $3.40 per week and linemen about $5 a week. In Vienna the telephone business 
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suffered very greatly because of the fact that for 3 years the Austrian Parliament 
did not meet and no appropriations could be made for its support. 

In Hungary there is no development outside of Budapest worth speaking of. In 
this city, with a population of 729,000, there are 5,796 telephones. With the excep¬ 
tion of Moscow and Warsaw, in Russia, Budapest has the lowest telephone develop¬ 
ment among cities of its size or larger. The people in Budapest are very progressive, 
the city having been practically reconstructed in recent years. Magnificent buildings 
have been erected, and the first, electrical underground railroad in the world was 
constructed there. Yet the telephone plant is antiquated and the service is inferior. 
The rates are the same as in Vienna and wages are even lowerthanin Vienna. (791.) 

5. Telephone conditions in France. —Mr. Bethell states that up to 1889 the tele¬ 
phone industry in France was operated by a private company. Since that time it 
has been a Government monopoly. The development outside of Paris is practically 
nothing. There are more telephones in New York than in the whole of France. 
Comparing the large cities of France with cities of practically the same size in the 
United States, Mr. Bethell says that the American cities have from 4 to 5 times 
as many telephone stations as in France. There is a very large development, rela¬ 
tively, in Paris, which has 33,000 telephones to 2,536,000 people, due in a great meas¬ 
ure to the inferiority of other means of communication. The rates are now relatively 
low, and the system is technically far behind the times. There are few modern 
appliances, much of the old apparatus used by the company before the Government 
took hold of the company being still in service. Except possibly in Belgium, it would 
be difficult to find a less efficient service in any large European city than is found in 
Paris. The subscriber is required to buy his own instrument, and as the Government 
has approved 500 styles of instruments, from which he may select any one, it is readily 
seen t hat there is no such thing as uniformity of instruments in the telephone service. 
There is a very lax discipline among the employees, because they are all civil-service 
employees. The provincial conditions outside of Paris are very much worse than in 
the city. The rates in Paris, when the system was operated by a private company, 
were $120 a year. The Government now charges the fiat rate of $80 a year, business 
and residence alike. In 1902, in accordance with a law recently passed, the rate will 
be reduced to $60 a year, if the plant can be provided by that time. The French 
rates do not include the original cost of the instrument, or of a line from an under¬ 
ground cable, which is in the sewer. If the subscriber is beyond the fortifications 
lie must pay for the whole cost of construction beyond that point. In a town out¬ 
side of Paris the fiat rates range from $30 to $60 per year. The operators in France 
get about $6 per week, and the linemen and mechanics $7.20 to $8.50 a week, with 
10 hours a day. There are no separate telephone accounts, as distinguished from 
the post-office system, and it is impossible to say whether the sendee is self-sustaining 
or not, but considering the low wages and other differences, the Paris rate is abso¬ 
lutely higher than the New York rate. (787,788.) 

6. Telephone conditions in Switzerland.—Mr. Bethell testifies that in 1900 there were 
38,864 telephones in use in Switzerland. Zurich, the largest city, with a population 
of 152,000, has 6,000 telephones. The Government operates the system at present. 
Rates are uniform without regard to difference in size of places. For the first year 
the subscriber pays $20, for the second year $14, and after that $8 a year for the 
privilege of having a telephone. There is an additional charge of 1 cent for every 
local message. Mileage at the rate of 4$ francs per 100 meters is charged for the 
construction of the subscriber’s line for every distance beyond 2 kilometers from 
the central exchange. In the larger cities these extra installation charges amount to 
as high as $150. More and better service can be had in any of the American towns 
and cities than in the Swiss towns. The telephone plant m Switzerland is cheap, 
and grounded circuits are still in use. There has been a very small outlay for main¬ 
tenance. The post-office collects the accounts. Wages are low, skilled operators 
being paid $4, wiremen and chief operators in large offices $7, linemen $4.20 to $6, 
and foremen $6.50 to $8.40 per week. Wages in all other functions in Switzerland 
are very low. _ The telephone receipts in 1899 were $1,007,011. The expenses were 
$1,254,803, being 125 per cent of the earnings, which would result in bankruptcy if 
it were a private concern. The responsibility for the antiquated conditions in 
Switzerland can be traced to politics. The telephone has practically been a politi¬ 
cal plaything in Switzerland; the service has been starved, and the rates run down. 
(789, 790.) 

7. Telephone conditions in Belgium.—Mr. Bethell testifies that in Belgium the 
telephone industry up to 3889 or 1890 was conducted by a private company, and 
since that time it has Been a Government monopoly. At the Beginning of the year 
1901 there were 14,920 telephones in the whole of Belgium, or about one-fourth of 
the number in New York City alone. In Brussels, which has a population of 560,000, 
there were 4,525 telephones; in Antwerp, population 278,000, 2,802 telephones. In 
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general, the plant installed before the company toot hold of the office is still in use. 
The central office equipment is completely out of date and almost worn out. Single 
wires or grounded circuits are generally in use, but work is under way for installing 
a metallic circuit. The company rates were adhered to as to the grounded circuits, 
but for metallic circuits they were raised. In Brussels and Antwerp the grounded 
circuit is $50 and the metallic circuit $70. Elsewhere in the Kingdom the minimum 
rates are $25 for ground circuit, $54 for metallic circuit. Operators get from $1.00 to 
$2.77 per week. Belgium is a cheap country with respect to labor. Telephone 
accounts are not separately kept, but it might he safe to say that the system is self- 
sustaining, because the rates arc so high and the system is so small and the expense 
for maintenance is so little. The telephone development nowhere in Europe or 
America is as poor as in Belgium. (785,780.) 

8. Telephone nmditiom in Sweden— Mr. Bethell says that the Swedish Government 
lias no monopoly of the telegraphs or telephones, but has theadvantage of exclusive 
rights over State highways. Except in Stockholm, the telephone industry is now 
conducted exclusively by the State. The development of the telephone in Stockholm 
is the largest among cities of its class either in Europe or America, with the possible 
exception of San Francisco. On January 1,11)01, it had (lit telephones per 1,000 pop¬ 
ulation. There is a public and a private system in the city, which have been inactive 
competition since 1890. The private company has at least two stations to the State’s 
one. Operators arc paid $1.95 to $2.92 per week; linemen and mechanics about. $6, 
and foremen about $8.80 per week. In the entire territory in and around Stockholm 
there are 27,247 stations and 578 employees, or 1 employee for every 47 stations, as 
against 1 employee for 17 stations ill New York. The private company and the Gov¬ 
ernment, company have been in very hitter competition, with the result that rates 
have been placed very low. The shares of the private* company are held principally 
by a retired manufacturer, who is satisfied with little or no profit in order to sustain 
ins battle with the Government. The rates are too low even for Sweden. Tile pri¬ 
vate telephone company lias obtained the right to work telephones within a system 

■ if 70 kilometers radius from Stockholm, hut may not extend operations outside of 
that circle. The Government rates ill Stockholm arc much lower than in any other 
purl of the country. If the telephone does not pay, the State has its own revenues 
from other sources to fall back upon if necessary. There are now 7,000 or more sub¬ 
scribers who bare to take both telephones, and the number of intercommunications 
amounted last j car to 1,099,887. The result, of this double service is quite annoying 
to the public, and rouses a waste of capital and energy. The State plant is operated 
by die State telephone and post department,, and lias an exclusive right of way over 
State high ways and mi Crown property. The municipality of .Stockholm has strongly 
supported the private company and will not permit tin*',State to have underground 
privileges within the municipality. The State discriminates against the company 
over its long-distance lines by inqioHing an extra charge on messages originating at 
the company s stations, and thus forces a number of people to tako its service merely 
to avoid these charges. This accounts for the many duplications in service. Many 
quotations from writers of eminence and others are cited by Mr. Bethell to support 
ins statement. (808-807.) ' 

9. Telephone mndiiimt in Holland.—hlr. Bethell testifies that, a private company 

conducted the telephone industry in the cities of Amsterdam and Rotterdam until 
1840, when Hie cities obtained franchises from the* State for 25 years. The company's 
rate was $47.20. The municipal rate is $30 yearly at residences and business places 
ami $40 for hotels, restaurants, and places accessible to the public, plus in each case 
an installation charge of $10. Under its franchise the company had been required 
t“W the city 21 per cent of its gross receipts. In 1894 this tax amounted to 
coiVnoo tile city treasury received from the telephone industry only 

hU,000. Tin* slight, increase in receipts was more than an offset for the increase in the 
community's general expense due to the telephone operations. Whatever reduction 
in charges w«h made benefited the subscribers at the expense of the general tax- 
K‘‘ r * At The Hague the telephone is conducted by private enterprise at a rate of 
*, * .yf ar *. In Amsterdam the service is better now than under tiie company’s 
aummistration, but it is not so much that the present service is especially good as that 
ine lonner was inferior. The service now is not so good as that rendered in private 

ompames m Scandinavia or the United States. It is entirely inadequate for so large 
1 he l ?i* ratore Amsterdam receive from $2 to $4 per week, linemen $0.40 
• ’ 1° hou ™ l* r '%• Tho P*»nt was developed 50 per cent in the 3 
of th ! ’ 0Wm R tile taking of it by the Government, but compared with that in cities 
' Bame , ran * in this country or Europe where private companies operate, the 
uevelopment was insignificant, tiicre are 4,402 telephones, 8.7 per 1,000 popula¬ 
te i ■ f w ‘th a imputation substantially the same, has 42.3 per 1,000 popula- 

, wmie Manchester, England, lias 19.0 and Liverpool 20.1 per 1,000 population. 
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The development of the service in the suburbs of Amsterdam is practically nothing, 
because the rates are so high in such territory as to deter anyone from using it. 
Rotterdam and Amsterdam lie very close together and their interests are closely 
united, yet each municipality is proceeding in different ways, different styles of 
equipment and engineering methods, and different rates being offered to the public. 
The traffic is light because there are so few places where the subscriber can reach. 
The cost per station in Amsterdam, including working expenses, interest, and depre¬ 
ciation, was less than the New York company’s outlay per station for labor alone in 
the year. At Rotterdam the rates range from $26.40 to $38.40 per year, plus an 
installation charge of $30. In 1896 there were 100 telephones and at the first of the 
year 1901 3,089, or about 10 telephones per 1,000, a little better development than 
that of Amsterdam. (793-797.) 

10, Telephone conditions in Copenhagen.— Mr. Betiieli, testified that the telephones in 
Copenhagen’s suburbs are operated by a private company, and the system is one of 
the beBt in Europe. It has 15,311 telephones, or 49 per thousand. The residence 
rate is $27, and business rates from $32.40 to $48.60 per year; message rates, $13 per 
year up. Skilled operators are paid from $2 to a little over $3 per week; linemen 
about $5.70 per week. The overhead wire plant, is used, but is now being gradually 
changed to the metallic circuit underground. The central office plant is somewhat 
out of date, but plans for a new building and new equipments are now under way. 
Considering the relative purchasing power of money, the rates in Copenhagen are rel¬ 
atively as high as those in American cities. (803.) 

D. Labor condition*.— Mr. Betheli, testifies that the New York Telephone 
Company has 3,615 employees in New York City, and the pay roll, exclusive of officers’ 
salaries, is more than $40,000 a week. Very liberal wages are paid. The hours are 
reasonable, and the conditions which surround the employees are the best that any 
telephone operators in the world enjoy. The employees are of a high character. 
The company has gone to a very large expense in providing rooms for the comfort of 
the Operate™ when they are off duty, and dining rooms where the company fur¬ 
nishes tea, coffee, and milk free of charge. The average wages of all employees are 
about $12 a week and are from 50 to 150 percent higher than the London wages. 
The trained female operator in New York is paid from $8 to $12 per week. When a 
girl is first employed she serves a period of apprenticeship, and is paid about, $3 a 
week. As soon as she is able to go to work she is advanced. Linemen, wiremen, 
and inspectors and mechanics are paid from $12 to $21 a week. Foremen are paid 
from $18 to $25 per week. The hours of labor for men are 8 hours a dav in New 
York. The girls at the switch boards have various shifts. An operator who works 
on Sunday has a day of rest with pay in lieu of Sunday. There is extra pay for Sun¬ 
day and overtime, the rate being time and a half or double time. There is a night 
force and a day force, and the arrangements are such that the operators going on 
early in the morning go off early in the afternoon, and those going on later in the 
morning remain later in the afternoon. They have an hour at noon, and there are 
2 rest periods, 1 in the morning and 1 at night. The actual employment is from 8 to 
8} hours per day. The telephone traffic is very light during the night and up until 
about 10 in the morning. From that time until 12 it increases very rapidly. It 
slacks again during the lunch hour, and in the afternoon at 2 or 3 o’clock it goes up 
to a very high pitch, and off again toward evening. More operators are on dutv dur¬ 
ing the busy hours than during the slack hours. 

The company has never hail a strike or lalior trouble of any sort. It endeavors to 
anticipate the demands that may reasonably be made of it, and never has any griev¬ 
ance presented from any body of employees. No one employed by the company can 
be dismissed except for cause, and then only with the approval of the officer of the 
company. The effect, of the work upon the girls is not deleterious. There are very 
few resignations, except when a girl gets married or gets a better position. The 
private branch exchange systems which have been created in New York have made 
a great draft upon the skilled operators of the company, and the wages paid there 
are higher than in the central office. An inspector of the New York boaraof health 
reported officially that he found all the conditions under which the operators worked 
most excellent, and that he found no ill health among any of the operators. (783, 
784,785.) 

For further comparisons as to labor conditions see under Section C. 

Professor Pabsoxs in an affidavit criticises the statement of Mr. Betheli with 
respect to the wages of the telephone girls. He is informed on high authority that 
in the smaller cities of this country the telephone girl receives only $10 or $12 a 
month, $18 being considered good pay. The comparison made by Mr. feethell ot the 
wages of the telephone employees mNew York City with the wages of the employees 
in foreign cities was very unfair, because New York is recognized as the hign-wage 
center of the country. '(883.) 
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XV. MUNICIPAL PUBLIC UTILITIES. 

A. General dlscuMion of regulation and public ownerohlp.— 

1 . Importance of problem .—Professor Edward W. Bemis, of the Bureau of Economic 
Research, says that the problem of municipal public utilities is made important by 
the fact that competition has broken down under them and that they are virtually 
monopolies. The same problems are already confronting us in cities as will later 
become conspicuous regarding railroads, and the experience in the management of 
public utilities in cities will be a valuable lesson. The magnitude of the problem 
may be judged from the fact that the capital of the privately owned water, gas, and 
electric plants in the country is nearly $1,400,000,000, while the capital of street rail¬ 
ways is $1,800,000,000. The further fact that certain syndicates and individuals are 
getting controlling interests in the street railway, gas, and electric-light companies of 
very many different cities increases the importance of the problem. (80-87.) 

2. Tendency of public utilities toward monopoly .—Professor Bemis declares that com¬ 
petition in the street railways, electric light, and water supply business has almost 
entirely broken down. Efforts have l>een made in the most important cities in this 
country to maintain competing companies, but in nearly every instance the experi¬ 
ment lias ended in consolidation. The tendency toward consolidation has been 
slightly less marked in the case of electric-light companies, but consolidation has 
still gone on very rapidly, and in most cities street lighting and household lighting 
are furnished by a single corporation, although large establishments are often able to 
supply themselves bv means of private plants. 

Consolidation of plants of this sort results in great economies. There is a saving in 
office force, in avoiding the duplication of mains, pipes, and wires, in the collection 
of bills, and in other ways. (87,100.) 

3. Consolidation of plants of same or similar character .—Professor Bemis says that in 
recent years there has been a marked tendency toward the concentration of owner¬ 
ship of plants in different cities and of plants of different cnaracter in the same city. 
Thus in New York City the Consolidated Cas Company increased its stock in July, 
1000, to $80,000,000, and bought up the other gas and electric light companies of that 
city. The same syndicate has also a controlling interest in the street surface railways 
of New York, although the elevated roads are in the hands of a different syndicate. 
The Elkins-Widener-Whitney syndicate also controls the street railways of Philadel¬ 
phia, Chicago, and a rapidly increasing number of othercities. Similarly, the United 
Cas Improvement Company of Philadelphia has a controlling interest in the gas 
companies of over 40 different cities, among them Jersey City, Kansas City, and 
Atlanta. The officers of the Standard Oil Company have also a very large interest in 
gas and street railway enterprises all over the country. In Chicago the surface rail¬ 
roads and several of the elevated railroads have been at times in the past, and doubt¬ 
less will be in the future, owned by a single syndicate. (87, 100.) 

Mr. Allen Ripley Foote advocates the consolidation of the gas and electric-light 
plants of a municipality, and also the consolidation of the electric street railways with 
the electric-light plants. It would make a saving in the cost of the management and 
would cheapen the cost to the consumer. 

In dealing with a consolidated syndicate, however, there should be thorough con- 
trol of capitalization to prevent stock watering, and thorough publicity of accounts. 
>V ithout such system of public accounting consolidation might not be beneficial to 
anybody but the syndicates themselves. (116,117.) 

4. Possible methods of managing public utilities .—Professor Bemis says that there are 
three methods of solving the problem of municipal public utilities. One is to regulate 
the private operation of them; another is direct public ownership and operation, while 
a third is public ownership with private operation. Regulation of private ownership 
has been most advanced in England and Massachusetts; public ownership has gone 
furthest in England, while the system of public ownersiiip and private operation 
scarcely exists in the United States, but is very common in England. (91.) 

5. Comparison of public and private oumership of municipal utilities .—Professor Bemis 
declares that there are certain evils and dangers in public management to be carefully 
guarded against, but he still believes that progress lies in the direction of public man¬ 
agement of municipal utilities. Private companies in England do not oppose the 
public as they do here. Since the Brooklyn Bridge Railway has been taken over by 
private management there is a great deal more dissatisfaction than ever before, while 
under public management for many years it had given universal satisfaction. (102.) 

rrotessor Bemis holds that the principle of municipal ownership of gas, electric 
ngnts and street railways is the same as that in respect of water supply, which is 
generally considered a public function, but that it is more a question of expediency 
as to now fast we should go in relation to those utilities. He does not believe all 
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industries should be owned and controlled by the people, but where competition 
breaks down of its own weight and monopoly thus results, then the public must con¬ 
trol it in some way. We should begin by learning through publicity of accounts 
what profits these monopolies are making and by seeing what can be done through 
regulation and taxation; but experiments in municipal operation should be at once 
undertaken and the causes of success or failure carefully studied. (97, 99.) 

Mr. Foote thinks that in a sense the socialistic idea is the basis of or the initial 
point in the advocacy of municipal ownership. The people feel that the public 
should have the benefits and profits, if there are any, in the operation of the quasi- 
public plants, and that private corporations have been making excessive profits and 
nave exercised more or less venality, not only in the securing of their franchises, 
but also in the operation of the plants. (113, 115.) 

Mr. Foote asserts that it is impossible to compare the results of a municipal or 
political monopoly with those of the properly supervised private industrial monopoly. 
When the waterworks are under private ownership everything has to be paid for by 
private capital in the way of extending lines and making improvements, etc., and 
the rates have to be sufficient to pay all operating expenses and whatever profit is 
made. If the municipalities should buy these works, they would frequently reduce 
the price to the consumer, but would make up the difference by taxation. They 
would especially extend the service lines and charge the cost to special improvement 
assessments on property rather than to consumers. The city does not have to earn 
profits. 

As to whether there is any advantage in municipal ownership, assuming honesty 
of operation in both cases and the same elements of cost, etc., there are not sufficient 
data at hand to reach a conclusion, and they can not be obtained without having 
the accounts of the municipalities and quasi-public corporations public and uniform. 
The witness, however, does not think the business of the municipalities of the coun¬ 
try is yet sufficiently developed to permit the satisfactory operation of their public 
utilities by the taxpayers. As yet it always costs more to do public business than to 
do private business of the same nature, (ill, 113.) 

Mr. Foote says further that if it were possible to get men sufficiently patriotic to 
work for the people as a whole as loyally as they would in their own business, munic¬ 
ipal ownership would be very desirable; but such a condition does not exist, and 
when the factor of self-interest is eliminated from industrial management there is 
eliminated at the same time the factor of efficiency. The witne.-s has never yet seen 
an industry so well managed by the public but that a set of private men, having the 
same opportunities in the details of the management, could operate it and make a 
profit, and give the price as low, if not lower. (117.) 

Mr. Foote believes, however, that there are more reasons why waterworks should 
lie managed by municipalities than any of the other public utilities, because there 
are more regulations required in the operation of these plants that partake of 
the nature of police regulations. He sees no reason, indeed, why a small munici¬ 
pality might not operate its own waterworks plant more economically than a private 
company, because in a small plant the duties of the officials of the private company 
would tie so light that to pay. any sort of salary to them the cost of operation would 
be high; whereas, if the plant were operated by a municipality, the work could be 
performed by officials of the municipality who had other municipal duties to do. 
(119-121.) 

Mr. Foote says that if the theory of municipal ownership should be adopted he 
would recommend the management by the municipality of every public utility 
where an economic gain could be made to the public; but that he would still insist 
that the accounts of the municipalities should be kept in such a way that it could 
always be ascertained what the actual cost of construction and of the management of 
the plant would lie. He instances several cases of municipalities owning and operat¬ 
ing certain utilities in which the accounts were so kept that while on- the face of the 
records there seemed to be great economy in such operation, yet as a matter of 
fact they had been operating less cheaply than a private corporation could have 
done. (115.) 

6. Political effects of extension of public ownership .—Professor Bemis asserts that when¬ 
ever there has been a failure of any municipal public-service plant, such failure can 
be traced generally to the spoils system in politics or to a lack of general business 
sense in the council, which has led to the selection of poor managers, or to the plant 
not being properly equipped. A proper reform in the civil service would show the 
people that they could improve the government, and have it practically useful in a 
cooperative way, by cheapening transportation, fuel, light, telephone, and telegraph 
service. Moreover, an increase in public functions increases the popular interest in 
having the government better managed. (99.) 
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Professor Bemis thinks the efforts of the influential and wealthy companies to 
keep their own old franchises, or get better ohes, or to escape their share of taxation, 
are a potent source of municipal corruption. A very intelligent employee of a cer¬ 
tain gas company informed him that all the employees in that company had to be 
recommended to their places by the political boss or their precinct, and had to keep 
up their membership in the political organization in order to retain their positions. 
When the Philadelphia Gas Works were still under public management, they were 
buying 40 per cent of their gas from a private company, and they always took their 
employees at the recommendation of the Philadelphia aldermen, and did not keep 
them longer than they could help. Their motto was: “The more different people 
we can hire in a given month the more aldermen we can please the more tunes.” 
It would l>e easier to convince the people of the need of civil-service reform and 
business efficiency than it would be to get rid of the demoralization connected with 
this relation of private companies to legislative and administrative bodies. (102.) 

Civil service in municipal affairs. —Mr. Foote advocates a rigid civil-service reform 
in municipal affairs in case municipalities should take over to themselves the opera¬ 
tion of their public utilities. He believes that the employees engaged in operating 
utilities should lie retained for life, during good behavior. The witness declares that 
he is somewhat different from the average civil-service reformer in that he does not 
believe it is of any interest to the public how a man gets his position, but that it does 
interest the public what he does after he gets it. Therefore primary appointments 
should be made in any way that would seem best—not necessarily by examinations— 
but there should lie a probationary period of six months before the employee goes 
upon the regular roll. Promotions should be made from the lower to the higher 
grades from those in the service, and not from the outside, thus creating a stimulus 
for efficient work. (118, 119.) 

7. Proposed legislation in Ohio. —Mr. Foote states that in the State of Ohio the 
municipal code commission has been studying the question for two years, and finally 
brought in a bill at the 1900 session of the legislature permitting every municipality 
in the State to own and operate its own water-works, gas works, street railways, 
telephone system, garbage plant, or any other utility, lie criticises this bill because 
the public has not safeguarded the grant of power sufficiently. Under this bill 
the electors might vote bonds to acquire the properties, to operate them by the 
municipal government, and if there was any deficiency of revenue as the result of 
their operation, that deficiency should be entered into the tax list. He asserts that 
it. would be a very easy matter under such a system to have innumerable deficien¬ 
cies piling up. Thus, in the case of street railways the municipality would lie author¬ 
ized to reduce the fare to a very low figure, and create a deficiency; and thus the 
general public would be made to pay for the operation of the road, whereas the cor¬ 
rect principle should be that those who use the roads should pay for such use. 
(119) 

8. M ill perpetual franchises interfere with municipal ownershipf— Professor Bemis 
believes that w hen the public is ready to treat the companies having what is known 
as perpetual franchises as they treat each other it would be a very easy matter to find 
many legal ways to get rid of those franchises without interfering with the rights of 
private property. There are certain reserved rights possessed by the people which 
the courts would recognize. Legislatures could regulate the charges and could tax 
monopolistic earnings by special forms of taxation. The witness refers to the 
famous pelpetual franchise granted to Robert Fulton and his associates to operate 
steamboats on the Hudson River, which was declared unconstitutional by the 
Supreme Court of the United States. (99.) 

9. The relation of municipal ownership to labor conditions.— Professor Bemis says that 
the tendency of public employment is to improve labor conditions. The hours of 
labor are usually reduced. Tne municipalities in England attempt to pay the stand¬ 
ard trade-union rate of wages. Tramways when operated by private companies 
had refused to recognize unions and had worked their men very long hours; but as 
soon as the municipalities took hold of the plants, union wages and hours, etc., were 
introduced. (95.) 

B. Experience xvitli municipal ownership In the United States.— 

1. ICrlent of municipal ownership.— Professor Bemis says that there is no instance in 
the United States of public ownership of street railways except in the case of the 
railway over the Brooklyn bridge. There is a rapidly growing number of electric- 
i'o. ovvn ed by municipalities. The capitalization of private gas plants is 

$380,346,274; of public plants, $1,918,120. Private water companies have a capital¬ 
ization of $270,752,468, and public plants are valued at $518,852,568. (87,88.) 

Results of municipal oumership of miter plants. —Professor Bemis states that it is 
difficult to study the water question satisfactorily, but one thing is most conspicuous, 
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that the charges are usually lower under public management, while the service is 
better. At the same time there has been a reduction of fire risks. There is a grow¬ 
ing desire to increase the number of municipal waterworks. The city of New 
Orleans is the only instance in the history of the country of the waterworks’ plant 
of any large city, originally started in public hands, going back to private owner¬ 
ship, while in a list ox over 50 of the largest cities there are 20 instances of a change 
from private to public management. Of the 78 cities in the United States having a 
population in 1900 of over 50,000 only 19 have private ownership of waterworks, the 
most important being San Francisco, Omaha, Los Angeles, and Memphis. 

The witness further states that he has known a great many waterworks’ engineers 
who were very proud of the fact that they were connected with the public enter¬ 
prise, and that the sentiment is almost overwhelming that water should be owned 
and managed by the community. (97.) 

Professor Parsons asserts that, according to Baker’s Manual of American Water 
Works, charges of private water companies in the United States average 49 per cent 
above those of public waterworks. (146.) 

3. Municipal ownership of electric-light plant*.-- -Professor Bemis says that there is a 
rapid increase in the extent of municipal ownership of electric-light planks in the 
United States. At present the capitalization of privately owned planks is $265,181,920, 
and the cost of publicly owned plants is $12,902,677, butthe private plants are largely 
overcapitalized and their cost of construction is not so much greater than that of the 
publicly owned plants as these figures would indicate. The acquisition of plants 
would be more rapid were it not that many legislatures, under the influence of corpo¬ 
rations, either refuse to allow cities to operate plants or forbid them to sell light to 
private consumers, restricting them to furnishing public light. In other cases the 
terms under which private plants may be acquired are regulated in such a manner tw 
to make acquisition expensive. Thus, in Massachusetts the law requires that munici¬ 
palities desiring to operate electric-light plants must first offer to buy out. existing 
plants at a price to bo determined by referees. The law implies that while referees 
shall not take account of the probable increase in earning power in the future, they 
are to base their valuation on existing earning power, which is often excessive because 
of monopoly prices. Several cities complain that they have paid very high prices— 
much more than the original cost—for planks which were worth practically nothing. 
There is a growing sentiment in this State in favor of more lilieral provisions regarding 
the construction and acquisition of electric-light plants. (88, 92, 98.) 

Professor Parsons introduces the following table as showing the cost of electric 
lighting in a number of cities which have changed from private to public ownership. 

Column 2 is made up of the operating cost plus 5 per cent on the investment for 
insurance, taxes, and depreciation, and 4 per cent for interest, except where the 
actual interest is known. 


Cost of electric light before ami after public, ownership. 


Aurora, Ill. 

Elgin, Ill. 

Fairfield, Iowa. 

Marshalltown, Iowa. 

Bay City, Mich. 

Detroit, Mich. 

Allegheny, Pa. 

Banaor, Me. 

Lewiston, Me. 

Peabody, Moss. 


City. 


Price paid 
private com¬ 
pany per 
street arc 
just before 
public opera-j 
tion began. 


AFTER. 

Cost per arc, 
including 
operating 
expenses, 
taxes, insur¬ 
ance, depre¬ 
ciation, and 
interest. 


Cost under com¬ 
plete public own¬ 
ership, exclud¬ 
ing interest, 
there being no 
interest when 
the people own 
the plant free 
of debt. 


$325 

$72 

$61 

223 

65 

66 

375 

95 

80 

125 

40 

30 

100 

67 

68 

132 

83 

68 

180 

86 

75 

160 

58 

48 

182 

58 

62 

185 

73 1 

62 


Mr. A. D. Adams, an electrical engineer of Boston, states that where gas works 
have been supplanted by electric-light plants the result has been more a question 
of quality than of price. Electricity can not compete with gas on a private basis, and 
is selected by the great majority of users because they like it tetter, though more 
expensive. (282,283.) 
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4. Electric-light plants in Massachusetts.—Mr. A. D. Adams states that for the last 
2 years he has been investigating the subject of electric lighting in Massachusetts 
for the purpose of making comparisons between municipality-operated plants and 
plants operated by private companies. In 1891 Massachusetts passed a law allowing 
towns and cities to buy existing electric-light plants or to build new ones. The law 
required existing plants to be purchased by the municipalities under certain condi¬ 
tions, instead of permitting construction of new plants. Three municipalities in 
Massachusetts operate gas plants in connection with their electric-light plants. The 
investigation of the witness covers 14 cities and towns which operate their electric- 
light plants only. These towns ran in population from a little over 1,000 to a little 
over 27,000, and the plants have been in operation from 3 to 13 years, two of them 
having boon constructed prior to the passage of the law of 1891. (275,270.) 

Mr. A. 1). Adams states further that in order to compare the results attained in those 
municipal plants with the results in private plants it is necessary to reduce all the 
earnings of the municipal plants to a money basis. In some of the municipalities the 
plant in addition to furnishing all the public light also furnishes light to private con¬ 
sumers. It is a difficult matter to determine the value of the public lighting fur¬ 
nished by cities because of the great variance in the prices puid for electric lighting 
in private municipalities in Massachusetts as well as elsewhere. His plan therefore 
luis boon to take a number of Massachusetts towns and cities, all as nearly as possible 
of the same population as those having municipal plants, and find the average price 
in those towns paid for electric-light service. For 17 such towns the average price 
paid for arc and incandescent lighting |>er lamp hour is 4.7 cents for arc light and 
1.2 cents per incandescent lamp. On this basis lie finds the value of the public light¬ 
ing furnished in the 14 municipal plants for the year ending June 30, 1899, to lie 
$ 173,429.40. The income of those towns from the sale of electric light and power for 
the same time was $83,948.38, making the total earnings $259,377.78. The ojierating 
expenses wore found to be $148,493.63, leaving net earnings of $108,884.15. The 
aggregate total investment for the municipal plants in these 14 towns and cities was 
$891,591, making the ratio of net earnings for the total sum of money invested 12.3 
per cent. 

These statistics show, says the witness, a higher proportion of profit than in pri¬ 
vate plants. His comparison is made as follows: 

The investments of private corporations in the electric light and power plants in 
Massachusetts, including Boston and the other large cities, are as follows: Capital 
stock, $10,920.030.10; bonds, $3,771,200; notes payable, $1,933,215.46, or a total of 
$16,630,445.86. Under the law of Massachusetts the stocks and Iwmds of coqiorations 
operating public utility plants can only be issued for money or its equivalent actually 
paid in, so that, the capitalization given represents actual value. The net earnings 
of these plants m 1899 wore $1,699,265.96, or 10.2 per cent on the investment. This 
comparison takes in all the large cities of Massachusetts except 2 or 3 good-sized 
towns where the electric ami gas plants are owned by a single corjioration, and con¬ 
sequently includes those cities where the sale of electric light and power is huj>- 
posed to be more profitable than in the smaller cities where the municipal plants 
exist, because small towns and cities do not afford so profitable a field for the sale of 
electric energy as do the large cities. (278,279,281.) 

Mr. Adams states that the next basis of comparison taken by him is therefore with 
all the electric plants operated by private corporations in Massachusetts cities having 
less than 30,000 population, there being 43 such cities. The total amount invested in 
electric-light plants in these 43 cities is $3,797,862.56, their net earnings being 
$246,067.67. The ratio of net earnings to total investment is found to l>e 6.4 per 
cent, as compared with 12.7 per cent for the municipal plants in the 14 cities men¬ 
tioned. The calculations are based entirely on the 1,200 candlepower for arc lights. 
Most of the plants furnish light only, while two or three of them furnish light and 
power. There is very little call for electric power in small places. (279,280.) 

Mr. Adams concludes therefore that the result of his comparison of the 14 cities 
having municipal control of their electric plants with the cities with private corpora¬ 
tions shows that the capital invested by the municipalities in electric plants is more 
economically invested for the community and is earning a better return than capital 
invested through the medium of private corporations. 

The witness states that he found the people in Massachusetts towms very well 
satisfied with municipal ownership of electric plants. No municipal plants have 
been bought out by private corporations, but in several instances the municipal 
authorities have bought out the private corporations. The municipal plants, under 
the law, must, charge a depreciation of not less than 5 per cent per year, but so far 
as t he witness knows there is no fixed per cent of depreciation for the private plants. 
His explanation as to why the municipal plants show a higher per cent of profit than 
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the private plants is that the municipal plants are more efficiently and carefully man¬ 
aged. The people in the small places where municipal plants are operated are very 
jealous of any unnecessary expenses, while the State gas and electric light commis¬ 
sion takes much interest in tnese plants, so it is not possible for them to run into 
excessive outlays or to operate at a loss. 

There are private gas works in 8 of the towns having municipal electric plants. 
The city of Taunton, which has a public electric plant, lias a gaslight company with 
a capital stock of $80,000. These gas plants, of course, reduce the use of electricity 
by private consumers. (281-283.) 

Mr. Adams makeH another comparison on the basis of the actual prices charged by 
private companies for public lighting in Massachusetts and the actual cost of opera¬ 
tion in municipal plants. The figures in each case are reduced to cents per hour for 
are lumps and incandescent lamps. The municipal figures include interest on the 
plant and depreciation at the rate of 5 per cent. The 2 tables thus prepared are as 
follows: 

l x rices per hour paid for street lamps under private operation. 


Municipality. 

Prices, 1,200 
candle- 
power arc 
lamps. 

Prices, 18 to 
2ft candle- 
power in¬ 
candescent 
lamps. 


Cents. 

Cents. 













Gardner. 

1.8 

.96 










(.irecnflcld. 

4.4 

1.40 

















5 8 








Average coat per hour. 

4.7 

1 

1.20 


Cost per hour of operation of electric lamps bi / municipal plants, including interest and 
depreciation , year ending June SO, 1891). 


Municipality. 

Incandes¬ 
cent lamps, 
26 to 32 
candle- 
power. 

Arc lamps, 
1.200 to 
2.000 can- 
dlepower. 


Cents. 

2.05 

Cents. 


.08 , 

3.92 




8.21 








2.29 







.75 



5.85 



8.41 


.56 


1.38 

7.88 


2.01 


Wakefield. 


Westfield. 

.55 

3.05 



He points out that this table shows that in the majority of cases the cost per hour 
of lamps operated by municipalities is lower than the average for the private plants, 
in some cases scarcely exceeding one-half the private rate. (277, 281.) 
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€. Capitalization. Charges under private and pnblie owner¬ 
ship.— 1. Ormapitalizalion of private tmnidpal monopolies. —Professor Bem in declares 
that there is a verv slight connection between the cost (it construction and the capi¬ 
talization of private corporations conducting municipal mono]»ilics or utilities. 
Usually capitalization is based on earning power. Often the bonds issued bv such 
corporations cover the cost of construction, while the stock, even in many cases pre¬ 
ferred stock, represents only the hop of extra profits. Overcapitalization deceives 
tlie public as to profits. Moreover, investors will pay more for t wo shares of stock 
liearing 4 per cent interest, than forone share of 8 percent stock. Finally, the bank¬ 
ing syndicates, which are largely interested in these corporations, desire large stock 
issues because the profit in floating the stock is greater for the promoters and under¬ 
writers. 

It is frequently the case in the initiation of those plants that a broker is employed 
to arrange for floating bonds, and lie receives a large block of stock as a bonus, (t is 
doubtless necessary to issue enough stock to obtain the necessary funds, and if stock 
can not be sold at par there must tie overcapitalization; hut if fewer securities were 
issued it would not lie so difficult to sell them at par; indeed, with the expectation 
of profits based on monopoly prices, stocks representing the actual value could be 
sold much above par. (88, 90.) 

Mr. Foote says that in authorizing the construction bv a private company of a 
plant for quasi public service, or in authorizing anv consolidation of existing'intor- 

ests, lie w.Ill provide that the investment account,, or the “ initial account,” us he 

calls it, should lie determined in one of three ways: 

1. Either by agreement between the municipalities and the corporations; 

2. By arbitration; or 

3. By asserting the right of eminent domain. 

After that point had once been established, a proper system with pnblie account¬ 
ing would permit no addition to that investment unless it. was certified to by the 
State auditor us lieing necessary and the money actually invested fortlie full amount 
entered into the account. (117.) 

2. (hnrapUalizeUvm of street railways.— Professor I!emis says that in Massachusetts 
there has been since 1885 a fairly effective restriction on the issue of securities by street- 
railway corporations. This has prevented the issue of capital stock except for actual 
improvements and extensions. We find accordingly that the average capitalization 
per mile of single track for street railways in that State was $44,683 ill 1897. In the 
rest of (lie country tile average capitalization per mile of track was twice as great, 
in 9 States in the Mississippi Valley, ranging from Ohio and Kentucky to Minnesota 
and Missouri, where the same number of cars are operated per mile of track, the 
average capitalization of street railways was $91,500 per mile. In the Atlantic States, 
from New York to Virginia, wfiere 23 per cent more cars are operated per mile of 
track than in Massachusetts, the capitalization per mile of track was throe times us 
great—$138,000. In 1900 the capitalization of street railways in Massachusetts was 
only $38,500 per mile, while in the Mississippi Valley, in the States named, it was 
$91,360, and in the Atlantic States $153,650. (88-89.) 

Professor Bemis says further that the steam railroadsof the country are capitalized 
at only $59,610 per mile, while street railways are capitalized at $90,000 per mile. 
The latter do not have to pay for right of way. The net income above operating 
expenses per miie of road is more than 50 per cent greater for street railways than 
for steam railways, while the entire passenger receipts on street railways are half as 
great as the passenger earnings of steam railways. (90-91.) 

Mr. Foote, while not criticising the testimony of Professor Bemis relative to the 
capitalization of street railways, calls attention to different items which enter into 
the cost or capitalization in the several States. In one State tlie cost might mean 
simply the laying of the track on the street; in another it might lie the laying of 
track through a street and paving a street for 3 feet on each side of tlie rails;" while 
in Philadelphia, for instance, it means tlie rebuilding of the street entirely, paving it 
from curb to curb. Therefore until all the items which enter into this cost and 
capitalization are fully known it is impossible to make any comparison that would lie 
of any great value. There is not sufficient information at hand under the different 
systems of accounting in vogue in different parts of tlie country to determine tlie 
120 ) mer ' tB P u ®“ c an d private ownership of municipal monopolies. (117,118, 

3. Owrcapttalmtion of gas plants.— Professor Bemis declares that a capitalization of 

or $4 per 1,000 feet of annual product of gas is considered by experts to be ample 

to cover the real structural value of gas plants. The average capitalization of gas 
companies in the large cities is about $9 per thousand of annual product. In 1898 
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the Mutual Fuel and Gaslight Company of Hyde Park, in Chicago, was capitalized at 
$2.89 per 1,000 feet, and was making a very large profit by selling gas at an average 
price of 87 cents, but when it entered into combination with the People’s Gas Com¬ 
pany its capital was raised to $0 per 1,000 feet. (90.) 

4. Cost of gas, and jrrices.— Professor Bemis says that the report of the United States 
Department of Labor, recently published, shows that returns of several hundred 
gas companies indicated an average cost of manufacturing gas and delivering it to the 
burner, aside from taxes, interest, and depreciation, of about 46 cents per 1,000 feet. 
If 6 cents were added for taxes, 7 cents for depreciation, and 7 per cent on an a\er- 
agecapitalization of $4 per 1,000 feet of annual product (a reasonable capitalization), 
the cost will l>e brought up to 86 cents. But the average price of gas charged by the 
largest companies is $1.14, which indicates an excessive profit. Recently the Mutual 
Fuel and Gaslight Company of Hyde Park, in Chicago, reported that the cost of manu¬ 
facturing gas, aside from interest and depreciation, was 67.45 cents per 1,000 feet. The 
company further stated the value of its tangible assets at $3.80 i>er 1,000 feet of annual 
product. Eight per cent on this added to the cost would have made the price 67.5 
cents. The actual average price was 87 cents, but this was raised to $1 after the con¬ 
solidation with the People’s Gas Company. In New York City the price until recent 
years was $1.25, but by an act of the legislature it was reduced 5 cents yearly, and 
readied $1 on January 1, 1901. 

Professor Bemis asserts further that the differences in the cost of coal do not affect 
the cost of gas as greatly as is generally supiiosed. A ton of coal will make about 
10,000 feet of gas, so that if coal goes up $1 per ton the cost of gas would increase 10 
cents in the absence of residual products, but the value of coke and other residuals 
rises with the rise in coal, so tnat. the net additional cost from an increase of $1 per ton 
on coal is only from 5 to 7 cents per 1,000 feet of gas. In the manufacture of water 
gas 4 or 5 gallons of crude oil are used in making 1,000 feet. In Ohio this oil costs 2 
or 3 cents j>er gallon, and an increase of 50 |>er cent in price would only cause an 
increase of 6 or 8 cents per 1,000 feet in the cost of gas. (80-00,94.) 

5. Electric plants—Rates under private and public ownership. — Professor Bemis says 

that the charges of municipal electric-light plants are much lower in general than 
those of privately owned plants. In many instances public plants are restricted to 
the furnishing of light for public purposes, so that they could not be expected to 
operate as cheaply as plants furnishing private light also. Professor Bemis admits 
that there is often a misunderstanding in comparing public and private plants, from 
the disregard of interest, depreciation, and taxes in calculating the cost of public 
plants. • 

In the municipal plant in Chicago, continues the witness, the cost of furnishing an 
arc light per year was formerly, in 1895, $96.76. By more efficient administration 
and civil-service reform the cost was reduced to $55.93 in 1899. in Detroit there are 
2,000 lights under public management, and the operating expenses, which were at 
first about $102 per year, have been reduced to $66.45, including 4 per cent on the 
cost, 3 per cent for depreciation, and a proper amount for taxes. The private com¬ 
pany before the construction of this plant offered a ten years’ contract at $102 per 
year, although it also supplied private consumers. In Allegheny the cost of oper¬ 
ating 1,300 arc lights in 1899 was $47.35 each, while by adding 4 ]>er cent for interest 
and 6 per cent for depreciation and taxes the cost is brought up to $71.17. In Pitts¬ 
burg, across the river, a private company charges from $95 to $100 for the same kind of 
service. 

A large majority of municipal electric plants are allowed to do only public lighting. 
In England and in Massachusetts municipal plants are allowed also to furnish supply 
to private consumers. (97,98.) 

Referring to the testimony of Professor Bemis, Mr. Foote asserts that while on 
the face of the reports it would seem that there was a saving in the operation of the 
Detroit electric plant by the city of about $12 yearly per arc light, yet he believes, 
from personal examination, that if all the items entering into the cost of the operation 
of the plant were fully known, including interest, depreciation, and loss of taxes, it 
would oe found that the saving is more apparent than real. The private company 
itself could, and perhaps would, have reduced the price substantially to the same 
extent as the city nas done. While the accounts of Detroit are as well kept as those 
of any other municipality, still there is not such uniformity as would warrant a just 
conclusion on the relative merits of public or private operation of the plant. (114.) 

6. Street-railway fares in England. —Professor Bemis states that in England fares are 
graduated according to distance in the case of private as well as public manage¬ 
ment. The tendency under public management is to increase the distance one 
can ride for a given fare, and a few cities are talking of introducing the uniform fare 
like America. The uniform fare has already been introduced in a private subway 
recently completed in London. (102.) 
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D. Municipal ownership In England.-Professor Bemis thinks the best 
place to study municipal ownership is in England, because it has had a longer experi¬ 
ence than any other country. The movement has, however, been checked there in 
the matter of water and gas hy the high prices that had to be paid to buy out the 
plants, the private companies there having originally secured perpetual franchises. 
The keen regard the English have for vested interests in property made the prices 
of sale high. Within the last 10 years, however, some 40 gas plants have changed 
from private to public management, and over half of the water plants are under 
public management, while a little over half of the gas sold outside of London is made 
and sold by municipal plants. 

In the case of electric lighting and street railways, which are of more recent devel¬ 
opment, the public has become aware of the dangers of perpetual franchises, and 
consequently these latter companies when chartered have been given franchises for 
very limited periods—21 years ordinarily in the case of tramways, and from 21 to 
42 years in the case of electric light. In other cases the cities have built their own 
plants originally. Nearly one-lmlf of all the electrical supply, both for lighting and 
power purposes, is in the hands of the cities. In many instances these two classes of 
service are combined. The witness further states that, his own investigations show 
that, in the. case of tramways, electric light, and water there is especial satisfaction 
ill England with the results of public management,, and that the transfer to public 
management, whenever it has been made, lias been attended with enormous devel¬ 
opment. of plant and output and a large redaction in charges. 

In the case of publicly managed gas works one of the greatest difficulties in Eng¬ 
land consists in keeping the workingmen energetically employed to the same degree 
as m private management. While well paid, they do not yet fully appreciate that 
they are working for the public. Nevertheless public employment tends to create 
a somewhat higher morale and a better feeling of public responsibility than working 
for private companies. The municipal councils in Knglana are composed of a very 
tine class of business men; they include often prominent labor leaders as well. Some 
complaint is made by engineers in the public plants that it is harder to getan increase 
m sa ary than in a private plant, because of the publicity that is given to the subject 
but there is more liberality in payingthem than there was formerly. (94-95,102.) ’ 

I '(vantages of mumdjxd operation— Professor Bemis enumerated several advantages 
which have come from municipal operation, especially as seen by him in Great Britain. 
Municipalities charge less to the public than the private companies and give the same 
or even a better service. There is a financial advantage in that * he municipality can 
borrow at from 3 to 3J per cent, which is very much below the rate charged the pri¬ 
vate companies. Jn public management there is fully as much enterprise and a greater 
readiness to introduce the latest inventions, this being accounted for particularly by 
the fact, that they pay higher wages and work the men fewer hours, and therefore 
teel the desirability of having as much labor-saving machinery as possible. The con- 
snmption of the product or service has greatly increased. In Great Britain there is 
very little difference m operating expenses between public and private corporations, 
aside from interest and dividends. In municipalities better machinery is put in, which 
counterbalances any tendency to increase the labor cost. In the case of gas the net 
cost of production is a trifle less in municipal plants than in private companies, 
although the men are paid better wages. The municipal plants are growing very 
rapidly, but owing to the fact that they cheapen the price they get along without 
adding to the force. A better class of men than formerly has been found willing to 
S*J 1 2f° th . e 1 c ! t >’ <:oun <*ilH m England and to serve the public in the management of 
the financial interests. (95, 9(>.) ^ 

® r f et fm Gkugow .—Professor Parsons declares that when the city of Glas- 
gow took over the management of the street railways, in 1894, lares were reduced at 
" "«“5 on f thl r d - la to8 are graduated according to distance. The average fare 
*f“L at hret r «™ced to 2 cents, but later reductions have brought it down to 1J cents, 
while more than 86 per cent of the fares are only 1 cent. The private tramwavs 

(rrrater fare of 3 - M 14 » true that the density of traffic is 

amfte i.; tha t‘he distances are usually shorter in Glasgow than in American cities, 
Xs V? XP o ■ 6 !?, got the . av fai?e rates per mile. The average number of passen- 
m ClEXs“ I2 i ln Boston 7 in New York, on Broadway, 12, and 
a«orf toin n to .i, 8 V.i The wlt ness does not think that our street-car companies could 
NeverthS because of the longer distances and the higher wages. 

Md that he’ete fares , were reduced under public ownership in Glasgow, 

SmuaSt d£ # w, ‘h the lower fares realises at least as high a profit as the private 
A tEfi Mn n ;;L„Tu th ® P9*? blUt y of economical and satisfactory public operation. 
toShS! the conditions of labor have been improved and tho character of 
e service isvery much better, electee traction having been introduced. (140,147.) 
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E. Regulation of private ownership.—! General t/itemm.— Professor 
Rem/s insists that the municipality has the right to regulate corporations operating 
public utilities, and especially to require publicity from them. There is undue 
S8C1 u?^ lI ? ™ e operation of private companies holding municipal franchises. There 
ought to be a difference between them and ordinary private enterprises. They are 
monopolies in most instances; they get their rights by grant of the State or the city 
they are given the right of eminent domain—the right to use the streets ami the 
highways. The power which they have over the public, as well as the special priv¬ 
ileges which the public grants to them, accordingly justify public regulation to pre¬ 
vent abuses. Professor Beinis especially favors the requirement that the accounts of 

pubhc'regulatio!'!' ^ open *° publil: i,18 ‘ )ection and “bjeut to 

Mr. l’oo™ holds that no public need should he supplied under the management, of 
a political monopoly that can lie supplied with equal advantage to the usem of the 
service under the management of any industrial monopoly, the best interests of the 
users of the service being the first object of the protection and care of the State, lie 
lay« down two general propositions: 

(J) That an industrial corporation organized to supply a perpetual municipal need 
" 'fOl th n exclutllve rl « ht hi supply the need perpetually. 

(2) That all accounts shall be honestly and correctly kept; that economic thrift 
sha be insisted upon in every department, ami that charges for the use of service 
snail l>ear a fixed relation to the necessary cost of production. 

The basic principle in the settlement of this question is that there should be 
a uniform system of accounts of all governmental offices and of all quasi-public 
monopolies. (10.1,104.) 1 1 

Mr. Foote quotes from a paper by the State examiner of Wyoming, Mr. Hender- 
son, opposing public ownership of public utilities and expressing the opinion that a 
uniform accounting and State supervision would accomplish the desired results much 
better, lhe public-service company should lie permitted— 

First. To retain from its earnings the interest on its bonded debt. 

►Second. A reasonable interest on the investment. 

Third. A reasonable profit upon the investment. 

Fourth. A sinking fund for the redemption of the bonds as thov mature. 

Fifth. A reasonable amount for maintaining the physical condition of the property, 
the residue, if any, should lie divided between the company and the municipal 
corporation. (110.) 1 

2. Public regulation in Massachusetts (see alto under State Railroad Commissions 
p. CI.XXII, and Capitalization, p. lxii).—P rofessor Hem is says that Massachusetts has 
created a street railway and railroad commission and an electric-light and gas com- 
mission, with very considerable powers to regulate these classes of corporations. 

J hese commissions have the right to compel the companies to make reports in such 
manner as they see lit. They may prescribe the methods of bookkeeping, although 
as a matter of fact this has not been done to any considerable extent. They may 
send auditors to examine the books. The two commissions do not publish all 
the facts which they gather, as the witness believes thev should do. Moreover 
they are not supposed to take any direct action unless complaint is made by city 
officials or by 20 consumers. If their decisions are not obeyed they may inflict pen¬ 
alties, although more usually appeal is made to the legislature, which issues special 
orders. There had lieeu no appeal against the decisions of these commissions for a 
number of years until a decision as to the gas cornpay in Haverhill, in 1890 was 
appealed to the United States courts. The Massachusetts law also requires the con- 
«ent of these commissions for any increase in the capitalization of the corporations. 
(88-92.) 


Referring to the laws of Massachusetts, Mr. Foote states that the commissions 
created by those laws require reports from all corporations, municipal as well as pri- 
vate, but that there is no uniformity in their accounts. They are kept in a way only 
sufficient to enable the commission to make its report. The law does not require 
that the price of the service should lie based upon cost plus a proper profit; it does 
not go far enough. (120.) 

, 3 - Regulation of public utilities in England .—Professor Bemis states that great interest 
is manifested in England in the regulation of public utilities, but that ttie tendency 
toward public ownership is strong. Regulation there is always by act of Parlia 
ment. Companies can not increase their capitalization; they can not even buy an 
extra foot of land without going to Parliament for permission, at which time an 
opportunity is always offered to investigate ehargeB and efficiency of service and to 
prevent any watering of stock. There is also an auditing of the accounts of the com¬ 
panies by central boards. Electric-light companies are required to submit complete 
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accounts to examination by the board of trade. The accounts of the municipalities 
also are very carefully audited by 2 auditors, one selected by the city council and the 
other elected by the people at large, and these auditors exercise a powerful influence. 
The great lesson to be learned from these attempts at regulation is the importance of 
publicity of accounts of the municipalities and also of private companies furnishing 
quasi-public service. The English city governments have thus been preserved from 
many abuses that exist here. (98.) 

4. Municipal ownership and private operation— Professor Bemis states that in Great 
Britain there were at one time 44 instances of the ownership of the street-railway 
track by the municipalities with private operation of the railway, but that the com¬ 
panies did not seem to be progressive, ana as their franchises ran out the plants are 
Leing taken over very generally and operated by the municipality. He does not 
know whether the unsatisfactory character of the operation by the private companies 
was due to the system of ownership or whether it was due to the limited duration of 
the franchises, which were for 21 years only. While the English people are opposed 
to the system, it yet has had its benefits, in that it enabled them when they did want 
public ownership to get it more easily and cheaply than in any other way. (102-103.) 

F. Filiform and public accounting—Municipalities and public- 
service corporations.— 1. General advantages. —Mr. Allen Ripley Foote, 
editor of Public Policy, of Chicago, believes that there should he uniformity and pub¬ 
licity of accounts of corporations performing quasi-public services and of municipali¬ 
ties, so that the effect of each essential economic factor will In* shown, to the end that 
correct comparative statistics may be obtained as a basis for intelligent, economic 
discussion and legislation. An agreement should Ih; had as to what items properly 
constitute the cost of public utilities, and those items should be all included in 
any statement of cost. The correct principle as to the returns which should be made 
by a eorjmration receiving franchises from the public is in the nature of a quid pro 
quo, the duty of the government being to see that the people get a fair return for the 
grant. The only way to ascertain whether this is done at all is to have the accounts 
kept by uniform methods and made public. There should be no secrecy in res|>ect 
of the corporations. The public is generally willing that a corporation should have 
a reasonable profit, say 8 or 10 per cent, upon its actual investment. When tin* 
accounts are properly kept the price of the service can be very readily fixed. 1 f the 
business of the country were actually done on this basis an economic condition 
would result which would make the United States master of the world in commerce. 
(115, 116.) 

Mr. Foote asserts that the system of uniform accounting as applied to municipal 
plants would, if the accounts are properly audited by an auditor independent of the 
corporations and the political parties, make a uniform system of cost in the purchase 
of all supplies by municipalities and would tend to create a uniformity of price for the 
Rale of the municipal product; that no municipality would pay more, for instance, for 
coal used in the manufacture of gas than any other municipality under the same con¬ 
ditions. A large percentage of the failures in municipal establishments come from 
the fact that the men who manage the affairs do not know how to figure the cost 
of^the operation of the plants, because their system of bookkeeping is inefficient. 

Professor Bemis thinks that legislation as to publicity of municipal public-service 
corporations would have to come from the States, but that there would be uni¬ 
formity of State legislation along certain lines. The United States Department of 
Labor might well continue its investigations of cities and report upon them annually. 
While the Department has no authority to dictate any form of bookkeeping, it 
would have an influence in calling the attention of the country to the need of it the 
more it tried to get the information. In Massachusetts, in his opinion, the gas and 
electric-light companies admit that the publicity given to their accounts in that 
State has been of great benefit to them in showing them what some companies are 
doing, and thus leading them to introduce improvements. In the States power 
should be conferred upon the State auditor to investigate and audit the accounts of 
quasi-public corporations using the streets, and also the accounts of municipalities. 
While there is nothing radical in this course of procedure, it is susceptible of great 
results. (101.) 

Professor Bemis is of opinion that, inasmuch as public utility companies got their 
^ i ,t° ex j 0t from the State, and are thus quasi-public corporations, the people 
should have the right to demand publicity as to the cost of construction and opera¬ 
tion. There should be uniformity of accounts in all plants. There is now so much 
secretivenessthat even the United States Government is not permitted to ascertain any 
of the facts except under the pledge of absolute secrecy as to names of plants. (91.) 

2. Necessity of public accounting m national affairs.— Mr. Foote holds that it would 
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be a very great benefit to the Government if the Interstate Commerce Commission 
had the authority to go into the accounts of the railroads and audit them as they 
ought to be audited, and that if suqh were done the railroad tariffs of the country 
would be very materially affected. A uniform system of public accounting and 
independent auditing of public accounts in the new possessions of the Government 
would be of very great benefit, and would be easy of introduction there. (122.) 

3. Uniform accounting in Wyoming. —Mr. Foote states that Wyoming has done the 
best work in the line of uniformity of public accounts of any State. That State has 
had for 10 years an officer known as State examiner, who has authority to examine 
the accounts of all the State institutions, and all other accounts affecting the public 
interest, lie may enter any public office at any time without notice, and may even 
turn out the incumbent of the office if he finds a condition that justifies it, lie can 
compel the attendance of witnesses, the production of books and papers. He is 
responsible only to the governor of the State. Mr. Foote thinks that the same prin¬ 
ciple would apply to any of the larger States, necessitating, of course, assistance to 
an examiner where the work required it. He further states that the duties of the 
examiner relate only to purely public accounts and not to the quasi-public corpora¬ 
tions operating municipal monopolies. (104, 105.) 

Professor Bemis called attention to what he considered the great work now being 
done in Wyoming in the auditing of municipal and county accounts. In that State 
all of the accounts of the counties and subordinate local bodies have to be audited by 
the State auditor, who prescribes their methods of bookkeeping. The American 
Economic Association, the New England Waterworks Association, and other like 
Ixxlies are agitating the extension of this sort of bookkeeping to other States and 
municipalities, and its application to local monopolies in private hands. (94, 95.) 

4. Views of the State examiner of Wyoming. —Mr. Foote introduced as a part of his 
testimony a paper read by Mr. Harry B. Henderson, State examiner for Wyoming, 
before the League of American Municipalities at Charleston, S. C., in December, 
1900, the substance of which was as follows (pp. 105-110): 

The system of uniform accounting and public auditing or examination superinduces 
a higher standard of intelligence and morals among office seekers and officeholders, 
ami lessens the burdens of taxation. The Territory of South Dakota was the first to 
provide for a Territorial examiner, whose duties, however, were quite limited and 
superficial. Minnesota afterwards provided for an examiner, and included in his 
duties the examination of accounts of building associations; but Wyoming was the 
first and only State so far to provide for the thorough examination of accounts of all 
State, county, and local officers, accounts of State institutions and State banks, and, in 
fact, every public account. The only opposition to a measure of this kind came from 
officeholders, schoolbook companies, bridge companies, individual members of 
boards of trustees, etc., none of whom had any material interest in the economical 
administration of the affairs of the government. 

Mr. Henderson defines uniform accounting as being a system of accounting where 
all the accounts are kept alike, or in the same regular form; so that if an officer from 
one county should go into a similar office in another county he would at once be 
able to keep the accounts ami perform the duties of the office. 

The principal objects sought to be accomplished by having a system of uniform 
accounting are: (1) To prevent lavish expenditure in the use of public moneys by 
public servants; (2) that public affairs should be administered as carefully as private 
interests; (3) that in the administration of public affairs an equivalent should oc ren¬ 
dered for every dollar expended; (4) that it is necessary to a correct determination 
of the policy of municipal ownership to have a uniform system of accounting so as 
to determine the cost of construction ami operation of any particular industry; (5) 
that it is the right of every taxpayer to have public accounts so kept that the various 
expenditures made for any purpose whatever should be clearly shown; (6) that the 
principle is an evidence of progress and forms a base upon which the revenues for 
the support of the government can be estimated with a reasonable degrqe of certainty. 

Mr. Henderson in his paper asserts that there are many advantages to be derived 
from the supervision of public accounts, among which he enumerates: 

First. A curtailing of public indebtedness. In this connection he states that in 
Wyoming he has succeeded in securing the enactment of a law making it an offense to 
create any floating indebtedness in excess of the actual receipts of the current year, 
and providing that any such indebtedness shall be null and void, but would operate 
as a lien against the officers creating the same and their bondsmen. The result of 
this is that every county in the State is now on a cash basis, and the expense of 
maintaining the county and municipal governments has been decreased. 

Second. State supervision eliminates the opportunities for embezzlement, and at 
the same time corrects the innocent mistakes of fiduciary officers. 
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Third. This system reduces taxation. (105-110.). 

5 . (Imeral interest in public accounting.—Mr. Foote states that within the last 2 or 3 
years the movement in the direction of uniformity in public accounts has grown very 
rapidly. There are some 12 or 14 organizations, representing every species of public 
utility', and different organizations of municipal reformers, at present on record in 
favor of initiating this system of accounting, and they have committees appointed 
studying the question. He calls attention to certain proposed bills, prepared by 
himself, which he states will be introduced in many of the legislatures at tneir next 
sessions. 1 (122, 123.) 

The League of American Municipalities adopted the following resolution in 1900: 

u Resol red, That uniform municipal accounting is desirable, and that the executive 
committee of this league is authorized to cooperate with other organizations to that 
end, through its presidentand secretary, or in such other manner as it sees tit.” (111.) 

G. Street railway development find problem*.—1. Effect, of application 
of electricity to street-railway sy stents—Ron. Charles Francis Adams, of Boston, says 
that the introduction of electricity has entirely changed the character of the street- 
railway system and is really introducing a subordinate system of railroads. The 
motive power is the only difference between the street railways and the railroads. 
All the conditions in respect to street railways have changed so far as speed is con¬ 
cerned, and they an; rapidly changing with regard to the methods of doing business. 
Sometimes the street rail wavs go through at least a dozen different municipalities 
and operate roads 50 miles in length. The time is not remote when these street 
railways will have to be operated at a rate of speed which has hitherto been incom¬ 
patible with the joint use of the street with other conveyances. In order to perform 
their functions they will have to run very large cars close together. They will have 
to carry freight and do other things not done in the past. The cars are now being 
made very much heavier than used to he the ease, and the solidity of the track used 
is not in any way different from that of the railroad. With the heavy cars and the 
solid track, a very great rate of speed can be made with safety. (825,828.) 

2. Growth of street-railway systems.—Mr. Adams says that although the recentgrowth 
of street-railway systems has been very great, the appliances and methods are all 
tentative and elementary, and that street-railway systems are going to be developed 
to an extent beyond anything which can now be realized. The time will soon come 
w hen there will have to be a separation of the highway from the railroad traffic. In 
the cities there will be elevated roads or subways; in the country districts, instead of 
running on streets, as is now the case, the street railways will run on private rights 
of way. In the West, street railways now' run for miles and miles on private rights 
of way through the country. (826, 827.) 

3. Leyislation for street-railway franchises.—Hon. Charles Francis A dams, of Bos¬ 
ton, says that in order to secure satisfactory results from our street-railway systems 
there will have to be a great deal of new legislation. We must go back in legislation 
and build from a new foundation. A new pow'er has come into existence which 
requires radically different treatment from anything we have had in the past. It 
would require great study to determine what legislation should la* enacted. The 
one thing that is clear is that there should be such legislation as would permit the 
separating of highways and street railroads. (826, 829, 830.) 

Hon. Charles Francis Adams, of Boston, says that the street-railway companies 
of Massachusetts are organized under a general law', but have to obtain their fran¬ 
chises from each municipality in which they operate. This system of local franchises 
is part and parcel of the old theory that a street railway is merely a matter of local 
interest, whereas to-day the street railway runs through a number of different towns 
and has to face the regulations and the selectmen of those different towns and satisfy 
them all. The system works badly and is an impossible one under present condi¬ 
tions. (827, 828, 830.) 

Mr. Adams further says that in Massachusetts street railways have alw r ays had 
indefinite franchises; that is, franchises subject to revocation at any time by the local 
authorities. It is an absurd system of tenure, and it would not have been expected 
that any large investment of capital would have been made under it; but as a matter 
of fact it has been found that more satisfactory results, political and economical, 
have been produced under it than under any other system yet devised. In many of 
the Western States, where limited time franchises, subject to renewal, have been 
granted, the renewal of the franchises has been one of the most crying causes of 
municipal corruption. (829,830.) 

4. Comparison between American and European street railways.—Mr. C. F. Adams 
says that there is not a street-railway system in Europe that he has seen or has 
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tedffrijsjge of which would hear comparison with the street-railway systems in 
American Cities. Everything up to date which the European systems have is purely 
American. All the companies want is to get their money back, and they get it back 
by giving the poorest of accommodations and by managing their traffic in the most 
niggardly way. The European municipalities are very restrictive. They have been 
eo afraid ot being cheated that they cheat themselves and will not give an^oppor- 
tffidty for that development which is essential to any enterprise. The Glasgow 
street-railway system is nothing hut a very imperfect American system, hares are 
graded according to the distance traveled. There is no system of transfers, such as 
is found in this country, by which a passenger tail ride 15 or 20 miles for 10 cents. 
(828.) 

5, Massachusetts Electrics Company.—M r. Jackson, a member of the Massachusetts 
State board of railroad coininisBioners, pays that the Massachusetts Electrics Com¬ 
pany is an unincorporated association whicli owns stocks ill certain street-railway 
corporations, very largely those in eastern and southeastern Massachusetts. These 
stocks stand in the names of certain persons as trustees. The trustees, who arc 15 in 
number, have a legal title to the stock and control the management of the street-rail¬ 
way corporations in which they own by voting the stock. They exercise practically 
the ordinary duties of a board of directors. The association issues preferred and 
common shares and lias a so-called capital stock. Strictly speaking, the association 
lias no stock. It has no shares known to the laws which cover the issuing of stock 
and which limit the purposes for which stock may lie issued. Mr. Jackson’s under¬ 
standing is that the Massachusetts commissioner of corporations does not pass upon 
the ownership of the certificates issued by this company. 

In order to equalize tilings and to make the prosperous companies help out the 
weaker companies, there might be a temptation for the trustees to improperly man¬ 
age some particular company or companies which tiiey control, but these trustees 
arc governed by the same laws which apply to the ordinary holders of stock. The 
Massachusetts board of railroad commissioners, in passing upon questions which 
Como up in connection witli the street railways controlled by these trustees, pays no 
attention whatever to the ownership of the stock. The financial interests or affairs 
of the Massachusetts Electrics Company receives no consideration from the board of 
railroad commissioners. Mr. Jackson thinks that tile certificates issued by the Mas¬ 
sachusetts Electrics Company aggregate something more than the actual investment 
value. (844,845,840.) , 

0. Boston xtrect-raUmy system—Mr. 1. F. Jackson, a member of the Massachusetts 
State board of railroad commissioners, says tiiat the Boston Elevated Kailway Com¬ 
pany now controls all the surface street rail ways operated in Boston. There is only one 
suburban company independent of the Boston Railway Company which makes Boston 
its terminal. There are two distinct methods of street-railway operation now in Bos¬ 
ton—subway and surface. The elevated railway will he in operation very soon. The 
elevated system goes from one end of the city to the other, and passes through the 
congested‘district; the subway is in the congested district itself; the surface roads 
are in both suburban and congested districts. The general opinion is that the sub¬ 
way has teen a success. (84:1,844.) .. _. . 

7. Vestibules tm street ears.— Mr. Jackson, a member of the Massachusetts state 
board of railroad commissioners, says that a statute was passed in Massachusetts 
making it mandatory upon all street railways outside of Boston to have vestibules on 
the cars during certain winter months, for the protection of tile motormen and .con¬ 
ductors. It was contended by the Boston Elevated Railway Company that vesti¬ 
bules would be dangerous in some of the narrow streets of Boston. The legislature 
referred to the board of railroad commissioners one question, viz: Whether or not it 
was consistent with safety that the Boston Elevated Railway Company should use 
vestibules on its street ears. The board held several public hearings and made 
inquiries all over the United States and Canada, with the result that it decided that 
vestibules could be used with safety, under proper conditions. As a result of that 
decision the Boston Railway Company must equip its cars within a certain number 
of years with vestibules. In order that there might be no injury done, however, the 
board interpreted the statute so that the company is to test the vestibule in the most 
difficult places first. If the decision of the board that vestibules are safe is proved 
to be erroneous it may recall its recommendation. (842, 843.) 
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XVI. RAILWAY LABOR. LABOR QUESTIONS GENERALLY. 

[Sec, also, as to conditions of labor in anthracite coal field, p. clxiv.] 

A. Employment and discharge.— 1. Conditions of entrance to employment.— 
Mr. Fuller, representing the brotherhoods of railway employees, says that railroad 
companies have various rules regarding the conditions of entering employment. 
Some of these requirements, such as those that the men shall be examined as to the 
working rules, the handling of machinery, apparatus, and their duties generally, are 
considered fair and just. Other conditions imposed by certain railway companies, 
however, are considered unfair by the employees. Thus, some companies attempt 
to prevent employees from holding membership in labor organizations. Various 
Stales have passed laws forbidding this practice, but the courts have in several cases 
held them unconstitutional. The practice is also forbidden by act of Congress, but 
the spirit of the law is often violated. The requirement that employees shall become 
members of railway relief associations is sometimes made and is also considered 
unjust. (10.) 

2. Physical examinations. —Mr. Fuller says that railway companies very generally 
require employees to pass a physical examination. The witness submitted a form of 
the surgeon’s certificate required by one company. This provides a test for the 
ability of the eyes to distinguish types at certain distances and to distinguish colors. 
The hearing is also tested. The certificate declares that the applicant has been suc¬ 
cessfully vaccinated and that he does not manifest any evidence of the abuse of intoxi¬ 
cating liquors. Disqualifying defects are enumerated in the surgeon’s certificate and 
also defects which do not disqualify, and the surgeon expresses his opinion as to 
whether the candidate is qualified or otherwise. The witness has been told that this 
company makes its examinations very rigid and that the applicants are required to 
strip before the surgeons. 

These physical examinations have resulted, says Mr. Fuller, in injustice to many 
competent employees. Even slight injuries, such as the loss of a finger or a part of a 
hand or foot, which would not in the least interfere with the performance of duties, 
art 1 made grounds for excluding applicants. 

The reports of the Interstate Commerce Commission show that in 1898 1 trainman 
out of e\ery 11 received some injury, and such rules as these accordingly tend to 
exclude a very large number of persons seeking new employment. 

Many railroads have also adopted an age limit, and will not employ fiersons above 
that age. Some roads make this age as low as 25 years, while others fix it as high 
as 40 years. There is a great army of employees over this age, and the result of the 
rule is often to deny employment to thoroughly comjietent men who lose their for¬ 
mer situations. (10-14.) 

8. Discharge and suspension of employees—Mr. Fuller says that the plans of disci¬ 
pline on the different railroads vary greatly. An act which would be considered a 
serious offense on one road may be treated lightly on another. The general reasons 
for discharge and suspension are violating rules] negligence, responsibility for acci¬ 
dents, oversleeping, and intemperance. 

Mr. Fuller believes that discipline is often inflicted upon employees for offenses 
which result from the excessive strain placed upon them. The adoption of heavier 
engines and longer trains, and especially the introduction of new systems of report¬ 
ing business, which often require twice as much time on the part of employees as 
before, has greatly increased the strain upon them. 

There are also many instances in which men are discharged or suspended through 
the prejudice of subordinate officers. Where the employees are strongly organized 
they often succeed in securing the reinstatement of persons unjustly discharged or 
suspended. 

The witness believes that legislation should be enacted, requiring railroad com¬ 
panies to allow employees who are accused of any offenso to see and hear all evidence 
against them, and that specific reasons in writing should be given to them for 
discharge. (12.) 

B. Blacklisting.— Mr. Fuller, representing the brotherhoods of railroad 
employees, declares that blacklisting of railroad employees is still a common prac¬ 
tice, though apparently not as serious as it used to be. With reference to the black¬ 
listing of employees after the strikes of 1894, the witness quotes from an editorial in 
the Railroad Trainmen’s Journal for April, 1895, which states that in the past few 
months the force of this most potent weapon of capitalism had been felt as never 
before. Men looking for railroad work since the strike who were not able to give a 
satisfactory account of their whereabouts and actions during that time by positive 
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proof were entirely unable to secure employment. There was no doubt in the minds 
of workingmen of the existence of the blacklisting system, though it was practically 
always impossible to obtain evidence of it. The editorial quotes a newspaper report 
from Denver, dated March 7, 1895, to the effect that J. A. Hamilton, formerly a con¬ 
ductor on the Atlantic and Pacific Railroad, committed suicide on that day. He 
had been out of work ever since the strike. Wherever he went the blacklist was 
ahead of him. Even if he got work for a day or two, he would be dismissed as soon 
as his connection with the strike was discovered, the statement being given that his 
sendee was unsatisfactory. As a last resort he wrote to his old trainmaster, but 
received a reply that nothing could be promised to a man who had taken part in the 
strike. 

The editorial referred to commended a bill which had been introduced into the 
Minnesota legislature prohibiting blacklisting, and especially declaring against the 
use of watermarks and ciphers or secret marks in letters furnished to employers. 

Mr. Fuller says further that many States have passed laws against blacklisting, 
and that the act of Congress approved June 1, 1898, makes it a misdemeanor for any 
employer to attempt to prevent a former employee from obtaining employment. All 
these laws, however, are evaded, and it is almost impossible to obtain proof of the 
use of the black list. As evidence of the feeling of employees on this subject the 
witness quotes a resolution adopted by the organized employees at San Antonio, 
Tex., September 9, 1896, declaring that the system is in direct conflict with the 
principles on which this Government is founded and demanding legislation which 
will forever prohibit it. The witness says that in recent years the former method of 
blacklisting has been largely abandoned, but that practically the same results are 
secured by private correspondence between railroad employers. Men seeking 
employment are required to give the names of all roads for which they have worked 
during a certain number of years and the reasons for leaving. The employer then 
writes to the former employers, and if their statements are not satisfactory the appli¬ 
cant is rejected. The witness submitted a blank form used by one railroad company 
for applications as illustration of the method employed. This form contains a note 
to the effect that the applicant, after swearing to the application blank, may be 
allowed to enter service on probation, ’‘but it must be distinctly understood that 
before he can be considered an accented employee the written approval of the 
employing officers must bo obtained.’ By this arrangement, says Mr. Fuller, a 
man may be put to work immediately when badly needed, but the railroad com¬ 
pany retains the right to dismiss him as soon as it has heard from his former 
employers. 

The witness considers that this method of private correspondence regarding the 
qualifications of employees frequently results in great injustice. Unscrupulous offi¬ 
cers often pursue former employees vindictively, although it may be that they have 
been guilty of no wrong and have not broken any rules of the company. If the 
employee were permitted to see the charges made against him and to combat them, 
the system would not be so objectionable, but he is denied this privilege and is 
merely told that his references are not good, or, as in one instance cited, is falsely 
told that his medical examination was not satisfactory. 

In view of these conditions, Mr. Fuller recommends the adoption of State and 
national laws prohibiting any railroad company from furnishing any record whatever 
of any employee to any other company, either by private letter or otherwise. The 
postal laws and the interstate-commerce laws should prohibit the transportation of 
such correspondence. 

The witness also criticises the requirement of an oath in connection with applica¬ 
tions for employment, which is very common and which is provided for in the 
application blank submitted by him. He says that oaths should not be used too 
commonly lest the respect for them shall he diminished. Moreover, employees who 
are ordinarily honest and law-abiding are tempted by fear of unfavorable reports 
from former employers or for some other reason to make false statements in con¬ 
nection with their application. (12-17.) 

Mr. Fitzpatrick, of the Brotherhood of Railroad Trainmen, says that it is the 
general custom in railway service to give letters of recommendation to men who are 
discharged because of necessary reductions in the force. Usually the superintendent, 
of his own accord, sends such a letter to the discharged employee. (838.) 

Blacklisting by the Reading Road.— Mr. Fitzpatrick, of the Brotherhood of Rail¬ 
road Trainmen, says that the men who have been discharged by the Reading road 
because of their membership in the Brotherhood of Railroad Trainmen, have been 
practically blacklisted. When they seek employment elsewhere the officials refuse 
to employ them until they refer back to the road by which they were last employed. 
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After it is discovered that the officials of the Reading road disapprove of their work¬ 
ing anywhere else the men are told that they are not needed. A great many officials 
would employ a man if he were sober and industrious regardless of the kind of 
recommendation which came from the Reading road. Unfortunately, these men 
have not fallen in with these officials. The Pennsylvania law, providing that work¬ 
men shall not be discriminated against because of membership m a lal>or union, has 
been declared unconstitutional. An appeal, however, has been taken from that 
decision. (835, 836.) 

€. Wages of rail way employees.— 1. Rates of different classes.— Mr. Fuller, 
representing the brotherhoods of railway employees, says that engineers are paid the 
highest wages among the different classes of railway employee's, conductors the next 
highest, and firemen, brakemen, and telegraphers follow in the order named. The 
reason why telegraphers are paid the lowest wages, despite the fact that they are 
very skilled employees, is that they have been the last to form organizations and 
are as yet very weakly organized. There is perhaps also an oversupply of ojierators 
turned out from the business colleges of the country, although most who receive em¬ 
ployment have learned the business from railway agents and operators themselves. 

Railway companies often justify reductions in wages because of a falling off in the 
volume of their business. They seldom restore wages after reductions or advance 
them unless under the pressure of labor organizations. Thorough organization is 
essential to stability of wages. (11.) 

2. Influence* affecting wages.—Mr. Fuller declares that l)eyond question the wages 
of railway employees are more or less dependent upon the revenues of the railroads. 
The employees like to see the roads prosperous and making money. Rate wars 
doubtless tend to reduce wages, and the same is true of ticket brokerage. There is 
no doubt, Mr. Fuller says, that, the scalping business has taken many dollars from 
the earnings of the railroads, and being founded on deception and forgery, the prac¬ 
tice should be prohibited by law. Conductors especially arc injured by ticket 
scalping. 

The watering of stock also tends to reduce wages by requiring larger dividends. 
Consolidations sometimes result in detriment to the employees, esjiecially where the 
wages and conditions on the lines which do the absorbing are unfavorable and are 
extended to the employees on the lines absorbed. Where the conditions and wages 
are more favorable on the absorbing lines, the employees of the absorbed lines gen¬ 
erally share in these advantages, especially as the employees on the large lines are 
usually well organized. (71.) 

I>. Relations of employers and organizations of employee*.— 

1. Railway brotherhood*.— Mr. Fuller says that the objects of the railway brother- 
howls are to better the pay, hours, and general conditions of their menders through 
negotiations with the managements by committees. They have also secured favor¬ 
able legislation and have raised the moral standard of railway employees. They 
have quite thorough control over their members. On some roads nearly 100 per 
cent of the employees belong to the brotherhoods, and on others not more than 75 
per cent. Employees who are not members profit by most of the advantages secured 
through organization, which are very numerous and great. (69,70.) 

Mr. Fuller believes that more compact federation between the different organiza¬ 
tions of railway employees would be advantageous to each organization in its dealings 
with employers. The success of the strongly organized brotherhoods shows the 
desirability of carrying organization further. (11.) 

Mr. Fitzpatkick, third vice grand master of the Brotherhood of Railroad Train¬ 
men, says that the brotherhood was formed, as stated in its preamble, to unite the 
railroad trainmen, to promote their general welfare, to establish harmonious rela¬ 
tions between them and their employers, to insure the lives of its members, and to 
protect those dependent upon them. The money for the insurance fund is raised by 
monthly assessments. Wages and hours of labor were secondary considerations iii 
the formation of the association. The association has, at the present time, more 
than 38,000 members. The members are principally switchmen, brakemen, and 
conductors. The association is closely associated with the Brotherhood of Locomotive 
Firemen and Engineers, and, in fact, with all labor organizations. (831,832.) 

Consideration of grievances by Brotherhood of Railroad Trainmen.— Mr. Fitzpatrick, 
of the Brotherhood of Railroad Trainmen, says that it is provided by the rules of 
that brotherhood that any member who considers that he has been uniustly treated 
by his employer shall make a statement of his grievance in writing, and after having 
secured the signature thereto of the majority of the members of his lodge, shall pre¬ 
sent the same at a meettng of the lodge. If, by a majority vote of the members, the 
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grievance is sustained, the local grievance committee lays the matter before the 
proper railroad officer. If the result of this is not satisfactory, the matter may be 
referred to the general grievance committee. In 16 years the Brotherhood of Rail¬ 
road Trainmen has been engaged in but 2 strikes, each of which was settled by the 
arbitration committee. (831.) 

2. Strikes and disputes on railways. —Mr. Fuller says that the chief cause of strikes 
on railways is difference of opinion as to wages and conditions of employment, though 
there are many disputes over unjust suspensions and dismissals. Through strong 
organization of employees and growing consideration by employers, strikes have in 
late years been greatly reduced. They are conducted m a peaceful manner and the 
results are beneficial even though the men do not win their immediate demands, 
since the strike demonstrates that the employees will resist injustice. 

The interstate-commerce and antitrust laws have tended to some extent to repress 
strikes. The legislative and executive branches of the Government have been inclined 
to deal fairly with employees, but the judicial branch has been inclined to oppress 
them. Mr. Fuller feels that the railroads have taken unfair advantage of the fact 
that they transport United States mail in connection with strikes. In many instances 
the strikers have agreed to work sufficiently to transport the mails, if other cars were 
not put on the same trains, blit the companies woulu not agree to this, and the Gov¬ 
ernment should require them to do so and not allow the mails to be detained for the 
sole purpose of getting other cars through with them and prejudicing the public mind 
against strikers. (70.) 

3. Joint agreements as to the conditions of employment. —Mr. Fuller, representing the 
brotherhoods of railway employees, says that where railway employees are strongly 
organized the conditions of labor are as a rule determined by mutual agreements 
between them, through their committees, and the chief officers of the railroads. 
These agreements determine wages, hours and overtime, conditions of advancement, 
methods of trial of employees before suspension and dismissal, etc. The system gen¬ 
erally gives the greatest satisfaction. Where employees are unorganized they are 
compelled to work under conditions laid down by their employers. (10.) 

4. Arbitration and conciliation. —Mr. Fuller declares himself a firm believer in 
conciliation and arbitration. Employees generally seek these methods, but employ¬ 
ers its a rule are unwilling to submit questions to arbitration, declaring that they have 
nothing to arbitrate, or that they can not afford to let outsiders dictate as to the man¬ 
agement of their roads. The witness does not think compulsory arbitration would 
be safe for the employees. It would be only a matter of time until the courts would 
be made arbitrators, and their decisions would be more or less affected by corporation 
influence. (70, 71.) 

5. Attitude of Reading Railroad toward organized labor. —Mr. Fitzpatrick, of the 
Brotherhood of Railroad Trainmen, says that during the last 10 years quite a number of 
complaints have been made to the brotherhood that men have t>een discharged by the 
Reauing road because of their affiliation with the brotherhood. There are at pre¬ 
sent about 200 Reading employees out of a total of some 3,500 who are eligible who 
are members of the Brotherhood of Railroad Trainmen. Their membership in the 
association, however, is not known to the railroad officials. There are some 12 or 15 
lodges of the Brotherhood along the route of the Reading road. The members, 
however, consist principally of Pennsylvania Railroad men, though there are a few 
Reading men in every lodge. 

The lodges are at junction points of the two roads. Mr. Fitzpatrick refers specific¬ 
ally to two recent cases where men have been discharged by the Reading road for, 
as he believes, belonging to the Brotherhood of Railroad Trainmen. In January, 
1900, he was requested to organize a lodge at Shamokin, Pa. Upon his arrival there 
he found that some 6 or 8 of the applicants had been discharged. When these 
men called upon their division officers and asked for the cause of their dismissal the 
officers declined to assign any cause. All of the men discharged were prospective 
members of the new lodge. 

In February, 1900,10 members of the Brotherhood in Philadelphia were discharged 
by the Reading road, all being discharged within a few days of each other. All of 
these men were able to produce letters showing that they had been very highly compli¬ 
mented by the railroad officials for faithfulness and diligence in the discharge of their 
duties. They presented their grievances to the lodge to which they belonged, and a 
committee was appointed to present the matter to the railway officials. The railway 
officials, however, refused to treat with the committee. The men had stated to the 
officials that they were members of the Brotherhood and had been appointed by 
the members to consult with the officials. The three members of the committee 
were discharged on the following day. Some of the men who were discharged took 
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the matter up personally with the general superintendent, and he told them plainly 
that they were discharged on account of their affiliation with the Brotherhood of 
Railroad Trainmen. 

The National Brotherhood officers have not attempted to reach the railway offi¬ 
cials in respect to this matter. It was felt that, inasmuch as they had refused to 
meet a committee of their own employees, it would not be of any use for the national 
organization to attempt to make an appeal to them. Furthermore, the attitude of 
the Reading road in the past had led to the belief that its officials would not con¬ 
sult with the officers of the organization. Attempts made by officers of the Brother¬ 
hood to approach the railway officials in the past had not been successful, and there 
was no reason to believe that one made at this time would be more succeasful. The 
road has the same general superintendent now that it had when consultation with 
the Brotherhood was refused formerly. Some 10 or 12 years ago the road made it a 
condition of employment that no man should belong to a labor organization. While 
the road was in the hands of a receiver, the Brotherhood of Railroad Trainmen went 
into court to establish the right of employees of the road to belong to it, and the 
court records will show that the company was bitterly opposed to organizations of 
railroad men. If it had not been that the officials of the road were the same ones 
that had opposed the oaganization in the past, Mr. Fitzpatrick would have commu¬ 
nicated with them and have ascertained their attitude. 

All of the men dismissed at Shamokin and at Philadelphia w r ere members of the 
Brotherhood, and no case has been found where a man not a member of the organi¬ 
zation has been discharged in the same mysterious manner in which these men were 
discharged. The places of these men have been, so far as known, tilled by non¬ 
union men. 

The organization had never had any grievance presented to it by employees of the 
Reading road up to the time of the Shamokin ana Philadelphia troubles. This was 
due. however, largely to the fact that there is no open organization of the men em¬ 
ployed by the Reading road, and that the company has the men under complete 
submission. The Reading road is the only road in the United States that refuses to 
treat with organized labor. (833, 834, 837, 840.) 

Mr. Charles H burner, counsel for the Philadelphia and Reading Railway Com¬ 
pany, states that the company has no testimony to offer in respect to the questions 
raised by the testimony given by members of the Brotherhood of Railroad Train¬ 
men. (841.) 

6. Attitude of Pemisylrania Railroad toward organized labor. —Mr. Fitzpatrick, of the 
Brotherhood of Railroad Trainmen, says that the Pennsylvania Railroad has been 
very generous in its t reatment of the Brotherhood of Railroad Trainmen. The organi¬ 
zation lias frequently met with the general manager of the Pennsylvania Railroad to 
consider grievances of employees. In one case a general manager refused to meet 
with the officers of the organization, but it is not the policy of the Pennsylvania road 
to refuse men a hearing. As a general rule, Pennsylvania Railroad officials settle such 
questions of difference with their men directly. (838, 841.) 


E. Accident*. Employer*’liability.— 1. Report* of accidents. —Mr. Fuller 
favors the enactment of legislation requiring railroads to report to the Interstate 
Commerce Commission the real causes of injury to their employees. This require¬ 
ment would tend to reduce the number of accidents by the use of extra precautions. 

2. j Employer*’ liability generally.—- Mr. Fuller, representing the Brotherhood of 
Railway Employees, says various States have passed laws extending the liability of 
employers to their employees, especially with regard to railroad companies. In 
general, however, these laws have not greatly modified the common-law doctrine 
which makes the employee bear practically all the risks, in occupations which they 
voluntarily enter. In particular such legislation, except in a very few States, does 
not make railroad companies liable for injuries resulting from acts of all their 
employees, the liability being generally confined to agents and certain specific classes 
of employees. 

In addition to such provisions some States have limited the amount which an 
employee can recover for injury. In other States, however, the Constitution pro¬ 
hibits the passage of legislation limiting the amount of liability. 

. Mr. Fuller says, further, that the decisions of the courts under the common law, 
m the absence of statutes, are, as a general rule, favorable to the employers. The 
cotnmon-law doctrine especially, in so far as it exempts the employers from liability 
tor the acts of fellow-servants, is considered very unjust by the witness. The early 
English decisions establishing this rule were made with the idea that employees, 
being thrown together, were in a better position to know their abilities and to pro- 
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tect themselves against injury than the employers. But at that time employees 
usually actually worked together on the same piece of work; often there were only 
two or three employees in a shop. The justice of the rule entirely disappears when 
it is applied to gigantic manufacturing institutions and railroads, where thousands 
of persons work in a common employment who never see each other or know any¬ 
thing about each other's capabilities and disabilities. liven if an employee did 
know that another was incompetent he could not stop his train or refuse to perform 
his duties since he would be in danger of dismissal for doing so. 

Again, the witness considers that the doctrine of tho courts as to liability makes 
an unfair discrimination between the public and the employees. A passenger buy¬ 
ing a ticket and an employee entering service alike make no contract to release the 
railroad from responsibility. If the passenger loses two fingers he can recover thou¬ 
sands of dollars, while if the employee loses a leg or an arm he can recover nothing. 

, 3. Pennsylvania derisions— Mr. Puller submitted a brief summary of the legisla¬ 
tion and court decisions on this subject in Pennsylvania. There is no general 
employers’ liability act in this State and the common-law rule is in operation. The 
constitution, however, provides that no legislation shall limit the amount to he 
recovered for injuries or death, and in case of death a right of action must remain to 
the heirs of the person killed. By legislation this liability for injuries resulting in 
death must be made the subject of suit within 1 year after death. 

As_to liability of employers for acts of fellow-servants, the Pennsylvania court 
decisions cited hold in general that only direct agents of the employers, having full 
control over the employees in a department, are to tie considered as vice principals, 
all others lieing considered fellow-servants. Thus, in two or three decisions it is 
held that, only when a master places the entire charge of his business, or of a distinct 
branch of it, in the hands of an agent, retaining no oversight of his own, does he 
become liable for tiie negligence of such agent. One employed as foreman to con¬ 
duct and manage some part of the general business, even with authority over his 
eoemployces, is not considered such a representative of the employer. Thus a min¬ 
ing boss is held to be a fellow-servant, with those under him. A station agent and a 
brakeman arc fellow-servants; also a mail agent and a railroad employee. Laborers 
employed on a railroad and hrakemen and conductors or others employed on a 
moving train are fellow-servants. ‘ ’ 

In another decision, however, it was held that, where the master delegates duties 
which the law imposes upon him to an agent, the agent, whatever his rank, in per- 
forming that duty acts as the master and the master is liable. 

By other decisions it has been held that if the master exercises ordinary diligence 
in selecting his employees he is not liable for their acts. If the officers of a railroad 
have made careful inquiry and believe their employees to be faithful and competent 
the company is not liable. 

Another decision which Mr. Fuller considers particularly unjust (Frazier v. Penn¬ 
sylvania Railroad Company), holds that where the injured servant remains in the 
master’s employment with the knowledge of the incompeteney of his fellow servant, 
he can not recover for injuries resulting from such incompetency unless he shows 
that he had reason to believe that he would be discharged for refusing to perform 
his duties or that he would he placed where the negligence of the incompetent serv¬ 
ant would injure him. By this decision, says Mr. Fuller, a trainman might com¬ 
plain to a railway company that an engineer was incompetent. The engineer might 
accordingly be reduced to the position of fireman, brakeman, switchman, or even 
section hand. In any of these positions his negligence might cause injury to the 
complainant. The courts would then doubtless hold that the complainant could 
collect no damages because of his knowledge of the incompeteney, even though the 
incompetent person was employed in an entirely different department. 

|? enera l those decisions which hold that employees of a common master, even 
though of an entirely different department, are fellow-servants are considered unjust 
by Mr. Fuller. Thus if a trainman at Philadelphia is injured by the negligence of a 
telegrapher at Harrisburg whom he does not know and has never seen he can not 
recover. 

Still other decisions with reference to liability for defects in materials and machin¬ 
ery are cited. Thus it is held that the servant assumes the risk of obvious defects in 
things which he voluntarily uses. The employer is not bound to stand by during 
the. work and see if a danger arises, it being sufficient jf he provides in advance 
agmnst such dangers as may possibly arise. On the other hand it is not necessary to 
create liability that the master shall have actual knowledge of defects, if he could 
have discovered them by reasonable care and diligence. (35-40.) 

4. Desirability of uniform legislation.— Mr. Fuller maintains further that the deci- 
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sions of the court* under the common law in Pennsylvania and other States are very 
conflicting and confusing. Eminent lawyers confess that the law is so uncertain as 
to demand statute regulation. Mr. Burgen, one of the most prominent lawyers in 
New Jersey, reported to the State department of labor statistics that “ the present 
law on the subject is exclusively judge made, and has come to be a mass of legal 
subtleties more fruitful of controversy and litigation than justice.” 

In view of this state of affairs Mr. Fuller advocates legislation by Congress giving 
employees of interstate railroads the same right of recovery for injury as is given 
persons not employees, and similar legislation by the States as to the rights of per¬ 
sons not engaged in interstate traffic. Since the railroads, by their strict rules as to 
the age of those seeking employment and as to physical examination, take the best 
of American manhood the obligation upon them is the greater when their employees 
are crippled and maimed. The witness refers to various resolutions passed by 
organizations of railway employees in favor of such legislation. (40.) 

F. Railroad relief associations.— 1. General criticism. Attitude of employ¬ 
ers.— Mr. Fuller, representing the brotherhoods of railway employees, protests against 
the management of the relief departments which arc maintained by various rail¬ 
roads. lie says that though nominally voluntary they are really compulsory; that 
the employees have not sufficient voice in their management; that the requirement 
that the employee shall release the company from responsibility for .injury in case 
he accepts relief from the fund is unjust; and that the system tends to injure the 
organizations of employees and to increase the dependence of the employees upon 
their employers. The system, lie declares, is generally unacceptable to railroad 
employees, who believe that by it they are financially robbed and are deprived of 
their legal rights. In this connection the witness submitted a resolution, adopted 
by the State legislative board of the various organizations of railroad employees of 
Pennsylvania, adopted April 27, 1900, which refers specifically to the relief associa¬ 
tions on the Baltimore and Ohio, Pennsylvania, and Beading railroads. One of the 
resolutions adopted was as follows: 

“Jxeaohrd, That we condemn these associations, and assert that instead of their 
object being that of benevolence, as claimed by the companies, they are based upon 
iniquitous principles, controlled by arbitrary laws, and are. in violation of the laws 
of Congress; and we earnestly ask Congress to investigate these associations and 
pass a law that will prevent their being further imposed upon railroad employees.” 

Mr. Fuller states tliat while at present, only a small number of railroads operate 
relief associations others are gradually adopting the system, and the large lines 
which now have them are leasing and buying other roads and thus extending the 
application of the system. From a competitive standpoint, those railroads which 
operate relief departments have an advantage over those who do not. 

In support, of the above contentions Mr. Fuller submits a large amount of evi¬ 
dence, which is summarized below. (48-59.) 

Mr. Fitzpatrick, of the Brotherhood of Railroad Trainmen, says that railroads, 
generally, do not establish relief associations. The principal roads having such 
associations are the Burlington, the Baltimore and Ohio, the Pennsylvania, and the 
Reading. It is understood (1900) that the Southern Pacific is going to inaugurate 
the system. Roads having these associations require their employees, after a doctor’s 
examination, to become members of the association. Employment is-conditioned 
upon membership, and the assessments are deducted from the salaries of memlmrs. 
The employees, Mr. Fitzpatrick understands, are required to sign an agreement that 
they will accept the insurance paid by the relief association in lieu of all other claims 
against the companies for injuries. Among the 15,000 railroad men with whom Mr. 
Fitzpatrick has had association during the past year, he has not found one who 
approved of the plan or the workings of the railway company insurance associations. 
(832, 833.) 

2. (ompukory membership in relief organizations.—Mr. Fuller declares that in 
practically all of the relief departments maintained by railroad companies there is 
virtually compulsion upon employees to become members. Applicants for employ¬ 
ment are not engaged unless they agree to join the association, ana pressure is brought 
to bear upon old employees to join. While the railroad companies refer to the pay¬ 
ments made by the members to these funds as “contributions,” they define, in the 
regulations, the meaning of this word as referring to that portion of wages which the 
member has agreed in his application shall be applied for the purpose of securing the 
Ixmehts. The word is, in the opinion of the witness, deceptive, since the general 
underling is that a “ contribution ” is something given of one’s own free will. 

Mr. Fuller submits the blank form of application of four of the leading railroad 
relief departments. In the Baltimore and Ohio relief department, and in that on the 
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Plant System, these applications contain the words: “I, -, desiring to be 

employed-, do hereby, as one of the conditions of such employment, apply for 

membership in the relief department." On the Pennsylvania Railroad and the 
Philadelphia and Reading Railroad the application for membership does not contain 
these clauses, the applicant merely stating that, being employed by the railroad, by 
reason of such employment, he applies for memliership. In the case of all four blank 
forms, the applicant agrees to lie bound by the regulations of the department and 
agrees that tne company shall monthly apply from his wages sums at a specified rate 
as a contribution, in return for which the applicant receives benefits at a specified 
rate, the payments by the employee varying according to the amount of benefit to 
be received. In all four forms also the applicant agrees that the application shall 
constitute a contract and an irrevocable authority to the company to appropriate the 
said amounts from wages. 

Tn view of the provisions in the Baltimore and Ohio and Plant System departments, 
Mr. Fuller asks: “When the employee is required to join the relief department, as 
a condition of employment, is not membership in that department compulsory?” 

Mr. Fuller further submitted a circular, issued by President Huntington, of the 
Southern Pacific Railway, February 15, 1900, declaring that after March 1 appli¬ 
cants for employment must become members of the relief department. He also sub¬ 
mitted a letter, dated March 20,1900, signed by a supervisor on one of the divisions 
of the Pennsylvania Railroad, addressed to all foremen, and directing them to 
increase their respective forces by an additional laborer: “Condition of employment 
of this man is that, he join the relief fund." Another letter by the same supervisor, 
with reference to a particular employee, which says: “Please get him to join the 
relief fund at once. If he will not, get another man that will.” 

The witness also refers to the evidence of Prof. K. R. Johnson before the Industrial 
Commission as to the statements of nilicers of railroad corporations regarding the 
compulsory features of these associations. I fe also submits replies from many organ¬ 
izations of railway employees to the effect that membership in these departments 
on the Pennsylvania and Baltimore and Ohio railroads is urtually compulsory. (13, 
47, 48, 52, 53, 68.) 

Mr. Fuller refers to the act of Congress of June!, 1898, which prohibits railroad 
employers from requiring employees to contribute to relief departments or to sign 
contracts releasing the employers from liability, lie contrasts this provision with 
the facts above described, and comments especially on the testimony of President 
Cowen of the Baltimore and Ohio to the effect that the act is to be considered 
invalid, and that the only way to secure ii decision as to its constitutionality is to 
refuse to comply with it. (69.) 

Mr. Anderson, secretary of the Chamber of Commerce of Pittsburg, asserts that 
membership in the relief department of the Pennsylvania road is entirely voluntary. 
On the Pennsylvania lines west of Pittsburg, out of .'30,000 employees, 18,500, or 
about(31 per cent, are members of the relief department. From the date of organiza¬ 
tion, July 1,1889, to February 28, 1900, nearly II years, the department paid on 
account of deaths, numliering 1,899, about $1,100,000; on account of accidents, in 
54,433 cases, about $820,000; on account of sickness, in 80,870 cases, about $1,024,000. 
(637,638.) 

3. Release of liability on account of relief department*.— Mr. Fuller especially objects 
to the railway relief departments because the companies require employees, who 
take advantage of the l>enefits, to release the employer from all liability for injury 
or death. Ife declares that this is especially unjust, because the employees pay 
practically the full cost of their insurance. 

In this connection the witness calls attention to the fact that the blank forms of 
application for membership in the relief departments on the Baltimore and Ohio, 
Pennsylvania, and Philadelphia and Reading, and on the Plant System, which he 
submits, all contain an agreement on the part of the applicant, in consideration of 
the contributions of the company to the relief department, that the acceptance of 
benefits from the fund for injury or death shall operate as a release of all claims 
against the company, bv the applicant or his representatives, for damages by 
reason of such injury or death. 

Mr. Fuller asserts that the chief motive of the railway companies in establishing 
the relief funds has been to free themselves from legal liability for injuries to their 
employees, and that by this system they make a financial gain for themselves at the 
expense of the employees. The objects of the funds, as stated in the rules and regu¬ 
lations, are, in a general way, to provide relief to the members. But, in the opinion 
of Mr. Fuller, these statements are intended to mislead employees as to the real 
purpose of the railroads, which is to deprive them of their rignt to sue in case of 
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injury. As collateral evidence of this motive on the part of the railroads, the wit¬ 
ness maintains that in general the railroads use every possible device to escape their 
just liability for injuries. An editorial from the Railway Conductor, of March, 1897, 
is also quoted, which maintains that the principal objection to these associations is 
the fact that employees are required to sign a contract relinquishing their right to 
recover damages for injury, ana that the funds are “established and maintained as 
a means of escaping legal liability.” The replies of lodges of railway employees on 
the Pennsylvania and Baltimore and Ohio railroads also unanimously state the belief 
that this is the chief motive of the railway companies. 

Mr. Fuller further testifies that when, in 1897, a bill was before the legislature of 
Iowa which sought to prohibit and nullify contracts releasing railroad companies 
from liability in virtue of the establishments of relief departments, the Chicago, 
Burlington and Quincy Railroad, which has such a department, used all its influence, 
resorting to some questionable means, to defeat its passage. 

Again the Pennsylvania Company, at the session of the Indiana legislature held 
in 189!), tried to secure the passage of a law declaring it lawful for railroad companies 
to maintain relief departments, and providing that in case any employee, as a mem¬ 
ber of the department, accepts benefits from the fund, it shall be in lieu of any 
damages resulting from his injury or death. In a letter from the chairman of the 
Indiana railroad employees’ legislative board to Mr. Fuller, it is stated that this bill 
was believed to have been drawn up by the chief counsel of the Pittsburg, Cincin¬ 
nati, Chicago and St. Louis Railway (part of the Pennsylvania system), and that this 
company kept six employees at the statehouse during the entire session of the legis¬ 
lature working in behalf of the measure. The title of the bill, which was very 
lengthy, referred with especial fullness to the advantages of relief departments, the 
only reference to the provision exempting the companies from liability being in the 
words: “Prescribing the effect of sucli acceptances, and matters relating thereto.” 

That this provision was the essential one, however, was evidenced, so Mr. Fuller 
declares, by the fact that w hen, on account of the opposition of representatives of the 
employees to this feature, the entire section including it was Anally stricken out, the 
member of the legislature who had introduced the bill moved to strike out the enact¬ 
ing clause. (48, 52-59.) 

4. Eff'irt of relief department* on labor organization*.— Mr. Fuller further criticises 
railway relief departments on the ground that they make employees more dependent 
on their employers. After an employee has contributed to a fund for some length of 
time, he dot's not wish by striking or quitting employment to lost* the benefit of the 
insurance furnished, thus sacrificing all his previous payments. Furthermore, 
employees who belong to these departments are less able to belong to the labor 
organizations of railway employees, most of which provide for insurance, since they 
can not afford to pay the dues in both organizations. The railway companies are 
thus in a better position to dictate the conditions of employment to their men. 
The tenth report of the Interstate Commerce Commission is quoted by Mr. Fuller 
as expressing the opinion that relief departments tend to produce the effect described. 
Numerous replies to interrogatories by lodges of the railway brotherhoods upon the 
Baltimore and Ohio and Pennsylvania railroads also declare that the existence of the 
relief departments tends to keep menibers out of lalx>r organizations. (43,49,57,04.) 

5. Krpeme of railway relief department*.—Nr. Fuller declares that fully five-sixths 
of the expense* of insurance in railway relief departments is paid by the employees 
themselves. It is thus, in his judgment, especially unfair that railway companies 
should insist on being released from liability for injury. It might happen that an 
employee losing a leg or an arm could collect through the courts $5,000 damages. 
Under the relief department system he may receive $100, of which he himself has 
contributed $80, while the company has paid only $20. Since the employees pay 
much the greater part of the expense of operating the funds, they should have a 
majority of representatives upon the boards which manage them. In fact, however, 
while the companies allow' the employees some voice in managing the departments, 
they retain for themselves a majority of representatives in the management, and vir¬ 
tually dictate the policy. 

The witness quotes a paper, prepared by the editor of the Brotherhood of Loco¬ 
motive Engineers’ Journal, printed September, 1896, with reference to the cost of 
membership in the relief department on the Plant System. The application provides 
that members must insure in the class corresponding'to the salary which they actually 
receive. It also provides that free medical and surgical attendance shall be given 
hythe company’s surgeons to all members. 

Mr. Fuller testifies that in a leading old line accident insurance company for an 
insurance of $1,000 against death by accident or otherwise, with a weekly indemnity 
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of $7.50 on account of injury, the rate of payment for the middle class of risks (not 
those extra hazardous) is $10.12 per year, while in the relief department on the 
Plant System, practically the same insurance, except that only $500 is paid in case 
of deatn from natural causes, costs $24 per year. For an insurance of $2,500, with 
$12.50 per week during the accident, the old line company charges $18.75 per year, 
the Plant System $51 per year. The old line company does not provide for sick 
benefits, but on railroads where hospital departments are maintained, the payments 
for the class covered by the $1,000 policy on the Plant System do not exceed $4.50, 
and those for the $2,500 class, $12 [>er year, while the excess of the charge on the 
Plant System above the old line company is $13.88 and $32.25 for these respective 
classes. 

In the case of extrahazardous employments, corresponding to the first class of 
employees named by the Plant System, the old line company charges, for a $2,500 
policy, with $15 weekly indemnity during the injury by accident, $51.36 per year. 
On the Plant System the same policy costs $60 per year. Moreover, on the Plant 
System an employee dying a natural death receives only $1,250, while the old line 
company pays the full amount. Sixty per cent of railroad employees die natural 
deaths, so that the expense in the Plant System is much greater, so the article main¬ 
tains, than in the old line company. 

This article also makes comparison between the cost of insurance on the Plant Sys¬ 
tem and in the insurance department of the Brotherhood of Locomotive Engineers. 
The Brotherhood does not provide for weekly benefits on account of sickness or 
injury, but does pay a benefit equal to the amount of death benefit in case of the loss 
of a hand, foot, or eye, while the Plant System makes no such payment The cost 
of carrying a $2,500 insurance in the Brotherhood of Ixx’ouiotive Engineers in 1808 
was $41.66, while various local divisions of the Brotherhood provide a weekly jndem- 
nity equal to that on the Plant System, at the rate of $0 per year, making a total cost 
for $2,500, with weekly indemnity, $50.66. This provides a benefit for Ions of hand, 
foot, or eye, and the full amount is paid in case ot natural deaths. The cost on the 
Plant System, without payments for loss of hand, foot, or eye, and with a payment 
of only one-half the indemnity in ease of natural deaths, is $66 for the first class, cor¬ 
responding to the ineml)ers of the firemen’s organization. The article calculates that 
if tne Brotherhood paid no more benefits than the Plant System, it could furnish 
insurance for $22.50 per year. 

These figures are tested in another way. If the mem hers of the Brotherhood of 
Locomotive Engineers pay $50.66 j>er year for accident and death insurance and 
weekly indemnities, it would amount to $854,127.60 in the year In 1809 the Broth¬ 
erhood paid 253 policies for deaths and permanent disability, amounting, at $2,500 
each, to $630,000, leaving $224,127.60 to meet the weekly indemnities. On the Plant 
System a payment of $66 per year for an equal numl>er of members would amount to 
$1,112,760. This company would have paid only 214 policies, the others paid by the 
engineers being for disability. The number of natural deaths in 1899, for which 
insurance was paid by the Brotherhood, was 141. For these the Plant System would 
have paid only $1,250 each. The total payments therefore by the Plant System, 
under the same circumstances as those met by the Brotherhood in 1899, would have 
been only $358,750, leaving a balance of $754,010 for the payment of weekly benefits, 
$529,878 more than in the case of the Brotherhood. 

In the opinion of the writer of the article, this system meant that the employees 
were meeting the cost of their insurance, and were contributing toward the general 
profits of the company. The advantage of the system to the company w'ould be the 
more conspicuous if the diminution in the expense of maintaining tne local depart¬ 
ment, because of the release of the company from liability for damages, were calculated. 

Mr. Fuller also refers to an editorial from the Railroad Trainmen’s Journal of 
May, 1893, regarding the Reading Relief Assoeiation. In the preceding year the 
receipts of the association had been $262,787 and the disbursements $241,101. Under 
the guise of philanthropy it was declared the company took more from the men than 
it paid them, holding tne balance in “anything but a reliable depository.” (43, 
53-58.) ... ; 

6. Opinions of railway organizations regarding the relief system. —Mr. Fuller, in ref¬ 
erence to the statement of Mr. Cowen, president of the Baltimore and Ohio Railroad, 
that he believed 99 per cent of the employees of the company approved the 
relief system, submitted a tabulation of replies made by the local lodges of the 
Brotherhood of Railroad Trainmen on the Baltimore and Ohio and Pennsylvania 
railroads to certain interrogatories sent out in February, 1900. On the Baltimore and 
Ohio system there were replies from 28 local lodges, m 26 cities and 7 States, repre¬ 
senting 1,674 members. All of these replies declare that membership in the relief 
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department of the system is considered to be compulsory, that men do not receive 
employment unless they apply for membership in the relief department, and that 
the actions of the company’s representatives make the men believe that the blank 
must be filled. Sixty-nine per cent of the replies say that employees who are 
already in the service and not members of the department are coerced into joining 
it. The percentage is low, because in 24 per cent of the lodges all the members 
belong to the relief department, so that there is no reason to coerce them. 

Ninety-two per cent of the replies from the lodges on the Baltimore and Ohio 
express the opinion that membership in the relief department has a tendency to 
keep members out of labor organizations, while all of the replies declare that it is 
unfair that employees should lie required to release the company from responsibility 
for injury, and further express the opinion that the chief object of the railroad com¬ 
pany in maintaining the department is to secure such release. 

Oh the Pennsylvania system replies were received from 45 lodges, in 8 different 
States, representing 4,0111 members. Although membership in the relief department 
of that system is nominally not compulsory, 0(1 per cent of these replies declare that 
the employees consider it to he practically compulsory. Seventy-eight per cent of 
the replies declare that men seeking employment do not receive it unless they 
become members, and several of the other replies qualify their statements to the con¬ 
trary. Ninety-four per cent of the replies state that blank applications for member¬ 
ship in the relief department are handed to new employees without, solicitation on 
their part, and 811 percent say that the company’s representatives lead the applicant 
to suppose that, he must join the department. Eighty-five per cent of the lodges 
report that employees already in service and not members of Ihe department are 
Virtually coerced into joining it, and various methods of coercion are enumerated. 

All of the replies from the Pennsylvania Railroad express the Ix'lief that the relief 
department tends to keep members out of labor organizations, and that it is unfair 
that members should be required to release the company from respunsibilty for injury. 
Ninety-two per cent of the replies hold that the prime object of railroad companies 
in operating these departments is to release themselves from liability and to alienate 
their employees from the brotherhoods. 

The witness also submitted several letters, received from members of the relief 
department on the Baltimore and Ohio and Pennsylvania railroads, confirming the 
statements made by the lodges of the railroad trainmen. One of these letters states 
that while the Baltimore and Ohio Railroad promises that members of the relief 
department, reaching the age of 05 years shall be pensioned, the writer’s father, who 
has been employed 49 years, is now 71 years old and ih told that, he can not be given 
a pension because there is not enough money in the fund. (59-68.) 


<». I Ac of Intoxicants by railway employees.— Mr. Fuller states tiiat 
formerly railway employees used intoxicants to a dangerous extent, lmt that largely 
through the influence ot railway brotherhoods this is no longer the ease. (71.) 

Mr. A Nina (son, secretary of the Chamber of Commerce of Pittsburg, declares that 
the prohibition of the use of intoxicants while on duty is strictly enforced on all the 
larger roads, and also the habitual use of them or the frequenting of places where 
they are sold. The enforcement of these rules has had a most excellent effect, and 
drunkenness is rare among railroad men, where it- was very common 20 years ago. 


, II. Labor organization*.— Mr. Andekson, secretary of the Chamber of 
Commerce of Pittsburg, has been an employer of labor nearly all his life and has 
been opposed to labor organizations, but be is less opposed to them than he was. 
Within the last, half dozen years ho has met officers and representatives of such 
bodies, and he finds them to be intelligent and not unreasonable. In the recent 
sheet-steel trouble the labor leaders have showed themselves as intelligent in their 
line of business as the managers of the Carnegie works are in theirs. He has never 
seen a case in which organized labor has asserted itself, and there has been a meet¬ 
ing of the two parties, m which the trouble has not been brought to a settlement. 
Most strikes, he thinks, could lie avoided and most differences settled by a friendly 
plan of arbitration and a recognition of labor associations. He does not see any dif¬ 
ference of principle between consulting the men who arc in a workshop directly and 
meeting three or four intelligent men who are their representatives. Five thousand 
men m a big works can not come in a body to the proprietors. The men who con- 
f |® great modern industries do not know their workmen as the smaller employers 
' i ea [!i' er ^ a - vs did an d fie not know their work or their rights or their wrongs. It 
is nard to see how the difficulties and the rights of workmen are to be settled other- 
rm 9 eTn’! ^cognizing the right to organize and the right of representation. (639, 

O4o .) 
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I. Arbitration and conciliation In general.— Mr. Greene, of the Audit 
Company of New York, thinks that everyone who is familiar with labor matters 
believes irt some organization of labor. It is as necessary as combination of capital. 
At the same time the control of business can not wholly be given over to labor organ¬ 
izations. In Great Britain, for example, trade unions have practically stopped 
improvements in machinery. The witness thinks that the best way to determine 
the conditions of labor is by conciliation between representatives of organized labor 
and of employers. If disputes result in actual cessation of work, arbitration might 
be necessary. It would perhaps be desirable to have !a!>or unions incorporated in 
order that they might be responsible in contracts which they make with employers. 
(474.) 

Mr. Haddock, independent coal operator, thinks that compulsory arbitration is 
desirable in the case of labor disputes in which the public interests are deeply 
involved, as in the anthracite coal strike of 1900. Some means ought to be devised 
to settle a difficulty which results in so much loss and inconvenience to the com¬ 
munity. The wituess admits that there is difficulty in establishing compulsory arbi¬ 
tration. It is hard to compel men to work or to compel employers to run their 
establishments, lie believes that it might be desirable to have trade unions incor¬ 
porated, so that they would be resi)onsible in making contracts and in carrying out 
the decisions of arbitrators. (533.) 

Mr. Walter, president of the Lehigh Valley Railroad, believes that effort should 
be made to minimize the amount of friction between employers and employees. He 
thinks that as a general thing labor organization is desirable, and puts the laborer in 
abetter position to discuss conditions with his employer. The witness is doubtful 
as to the desirability of compulsory arbitration, even in the case of strikes affecting 
such industries as the anthracite coal industry, where the public interests are deeply 
concerned. If there could be some arrangement by which the public should protect 
the employers against loss under other conditions, it might be proper to compel the 
employers to regard the interests of the public in their disputes with their working¬ 
men. (546,547.) 

Mr. Saward, of the Coal Trade Journal, declares himself in favor of the arbitration 
of disputes between labor and capital. He does not, however, lielieve in compulsory 
arbitration. Although the public suffers greatly from strikes in some cases, as in the 
case of the anthracite coal strike, the people directly concerned must fight these mat¬ 
ters out—they do not want to bring in a third party. The proper way to settle the 
conditions of labor is by conference of employers and employees. The witness has 
seen conferences in the coal trade. The operators sit on one side of the table and the 
men on the other side, the table being wide enough so that they can not hit one 
another. At the first session they almost come to blows, at the second session they 
are more sober, and the third time they straighten out their disputes. (520.) 

Mr. Thomas, of the Erie Railroad, thinks that the time has hardly come when we 
can have compulsory arbitration of labor disputes, even those which greatly affect 
the public, like the anthracite coal strike, with justice to either party. It certainly 
would be desirable to prevent such serious disputes if it could be done fairly. 
(556,657.) 

Mr. Fleming, of the Anthracite Coal Operators’ Association, declares himself in 
favor of the arbitration of labor disputes, provided both parties are equally responsi¬ 
ble. He recognizes the. right of the public as a party in interest. At the same time, 
compulsion would l>e undesirable if it could be applied only to the operator. It is 
very difficult to compel the laborer to obey the decision of arbitrators, since he has 
no property. (542.) 

J. Chinese and Japanese In California.— Mr. Wheeler says that the 
Chinese question is not especially a live one in California at present. The people 
anticipate no difficulty in securing the reenactment of the exclusion law. It is most 
assuredly desirable that it should be reenacted. The Chinese are not increasing as 
compared with the general population, and the witness even believes that the census 
will show a decrease throughout the State., as it. certainly will in San Francisco. 
Many Chinese have made a competency and returned to China. Mr. Wheeler does 
not regard the Japanese with the same disfavor as the Chinese. From a commer¬ 
cial and business standpoint the Chinese are undesirable. They are conservative, 
and continue to wear Chinese clothes and eat Chinese food and to live herded 
together like cattle. Thus they undersell American workingmen. Moreover, they 
send their earnings back to China, and buy much of the merchandise which they 
use from China. The Japanese on the other hand soon adopt American food and 
clothes and create a demand for American goods. The witness has heard some eom- 

S laint from labor organizations regarding them, but from the commercial standpoint 
ley are much more satisfactory than the Chinese. (755.) 
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XVII. LABOR CONNECTED WITH WATER TRANSPORTATION. 

A. Ocean and coastwise transportation.-]. Navigation Imm and condition 
of tailor*. —Mr. Hayne says that the conditions suggested by Mr. Furuseth 1 of the 
Seamen's Union, and the proposed law which the seamen themselves drafted to 
amend the navigation laws for the improvement in personnel of the merchant 
marine do not. go any further in the amelioration of the condition of the seamen 
than the regulations of the Merchants and Miners' Company. He quotes from that 
proposed law and Irom the regulations of the company in support of his statement 
(422,423.) 

Mr. l'RNJK, of the Jaike Seamen’s Union, states that the condition of the seamen 
m the coastwise trade is far better than that of those engaged in lake commerce. 
I he men generally get watch ami watch, and none but competent men are employed 
The wages are better than on the lakes, the poorest wages being $20 per month some 
years ago. At present. on the Pacific coast wages are $45 per month, and on the 
Atlantic from $2o to 155 per month. The highest wages on the lake passenger lioats 
for a deckhand is $35. The coastwise men work fewer hours, and the loading is 
done by longshoremen principally. (408,40th) 

Mr. Havne states that, generally' speaking, tie believes the regulations of the coast- 
wise vessels are in advance of the navigation laws of the United States. (414.) 

2. hr in* of nnjiloi/iiinit on xhip—Coiatimc traM/iorla/inn.—Mr. Hayne states that 
the terms of employment, are controlled by what are known as “shipping articles ” 
prescribed by law, m which the contract of employment is clearly expressed The 
shipping article is in w riling; it is read over to the men when they sign, and'conies 
of it are posted in conspicuous places on shipboard. He believes the fact that there 
are continued applications for employment on the coastwise vessels, while ffie tramp 
steamers find it necessary to have agents to secure help, is an indication that the 
conditions of tl,,' ,,ien in tlie coastwise trade are better than on the sailing vessels. 
Under the liberal policy of the president of the Merchants and Miners’ ('ompany 
there is a personal solicitude for the welfare of the men. Men are engaged for the 
voyage at the time of their lirst signing. They are engaged and paid by the month. 

I hey lime tlie right to leave at any port, provided they leave immediately after the 
ship is docked, The employer lias the right of dismissal at the ports. ’There is a 
custom in coastwise truth,' of gh ing the men a furlough of a few hours at the termi¬ 
nal cities when the vessel lands. The shipping articles contain a provision favorable 
to the employees that, while without any cause notice to either party terminates 
the semir of any signer at. the expiration of any voyage as prescribed in the articles, 
it is presumed that this provision will not bo enforced to the hurt or disadvantage of 
any employees yyitl,out, good and sufficient cause, hut that, reasonable opportunity 
will be afforded lor return to the port of embarkation.” (41H-J15. 

ciglih and mm-dira—Mr. Hayne states that ill case of an injury to a 
sailor engaged m coastwise transportation or of any difference in construction of the, 
terms of employment, the employee has the right, if the injury occurred on land or 
the contract should not be a maritime contract, to seek redress in tlie State courts, 
“ 1 ,heln J» r > occurred on ship, or if tlie contract was a maritime contract, they 
Zrr*,* m tl.e State courts, or in the United States courts in 
m rff, ,, , ”'{•’¥>'«* l ,rt ; ft ' r courts, because they secure juries there 

n f e t0 - tl “‘ lr ™ 1HC ' tl , Hin 111 tlw ^edeml court. There is sufficient means 

to mil nlj u ! J !’ ryto employees. Tlie most common method among sailors is 
ti apply to a United States district court commissioner, who iiears tlie case, and may 
pass it on to the court for a hearing. (416.) ’ 

rnflnn ' VNI :. I ‘ tate * tllllt llis company lias adopted tlie ocean 

ion as provided by the law of 181)8. There is some question as to whether that 
bll V th ' 1 Attorney-General of the United States 
..... | 1 he men on the vessels of thin company, however, fare very 

,h‘ l ;!J*Wer tlian the awprwril.es, because of the additional amount of supplies 
deal of 1 P"t on board for their regular passenger traffic, a good 
416.) 18 n0t " Sl)d by t,ie P asse,, g l!r8 and is turned over to the sailors. (414, 

0 fV V Aw{fl a ( '" m 'T T u? ,oll °" in K 9hows , the w age rate of the various employees 
to the shin an,s , an< * Miners Company, board and accommodation being given 
he 8h 'P men ln addition: Masters, $150 to 1250 a month; first officers, *75; 

‘Sec Reports of Industrial Conimianion, Vol. IV, pp. 691 ff. 
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second officers, $55; boatswains, $30; Quartermasters, $30; gailors, $25; chief engi¬ 
neers, $120; first engineers, $75; second engineers, $60; oilers, $40; water tenders, 
$40; firemen, $40; coal passers, $30; stewards, $55 to $70; first cooks, $50 to $60; sec¬ 
ond cooks, $35; mess men, $20 to $25; waiters, $20 to $25; pantrymen, $20 to $30; 
stewardesses, $18. (417.) 

Mr. Guillaudeu, president Old Dominion Steamship Company, submitted a table 
of wages for service in that company showing that the masters of his vessels received 
as much as $200 a month; the chief engineer, $125; seamen, $25; firemen, $40; and 
various other special classes on a graded scale, ranging down to $15 for deck boys and 
$10 for forward stewardesses and third .cook. The average number of the crew is 60. 
(448.) 

Mr. Penje. of the Lake Seamen’s Union, states that there is little difference 
between the German and English sailors in respect of wages, the English sailor getting 
a little more money, but the purchasing power of the German’s money is greater. 
In 1881 English wages were about $12.50 per month, and there has been a little 
increase since. The wages in the American coastwise trade are better. The wages 
mid in deep-water traffic in England are <£4 (about $20), while the coastwise wages 
here are about $25. The custom in foreign trade is to engage the crew in Europe 
for the round trip, so that the wages are fixed there. Rules and regulations on all 
the ocean vessels are practically the same, although there are some countries—, 
especially Denmark, Germany, and Holland—where the sailors fare better than’ 
American sailors, even since the passage of the law of 1898. (412.) 

6. Inspection of vessels—Safety.-—Mr. Hayne states that there are two forms of 
inspection of vessels, one by the Government and one by the owner. The local 
Government hull inspectors and engine and boiler inspectors make an annual 
inspection and their report is kept permanently posted on shipboard. This inspec¬ 
tion is in great detail. The owners’ inspections include a voyage inspection, a 
departmental inspection, and the periodical docking and general overhauling. The 
most important inspection is the one immediately preceding the voyage, at which 
time all the machinery is turned over and tried, the engines are kept running 15 or 
20 minutes before starting, and all the appliances of every kind are tested. 

The owners find that in constantly keeping the vessels up, there is less deteriora¬ 
tion; the deterioration would otherwise probably run as high as 10 per cent a year. 
Another condition that makes the owners unusually alert is that if some accident 
should happen through any imperfection that might have been discovered by careful 
inspection, all the insurance on the hull and cargo, and every bill of lading issued 
on the cargo, would be vitiated. A vessel that is overloaded is unseaworthy, and the 
crew have the right to object to going to sea in a vessel that they feel is in an 
improper condition. (417-418.) 

7. Classes employed—Nationality.— Mr. Hayne states that, generally speaking, all 
men on shipboard are considered seamen. There is a subdivision into officers and 
crew. On the 15 ships of the Merchants and Miners’ Transportation Company there 
would be about 552 men employed. The sailors are a shifting class to a certain 
extent, but there is a certain stability in the personnel on the ships. 

Mr. Guillaudeu says that the higher grades of seamen are necessarily American, 
but the lower grades are foreign, largely Scandinavians. Following the sea is not 
attractive to American men in this day, and it is avcrydifficultthingtogettheold line 
of well-trained American seamen. Prizes of high positions are too few, ami other 
callings are more inviting. It is a hard thing to find a captain that has had the old 
training. The foreigner who is capable of managing a ship must be naturalized 
before he is eligible to promotion. The Old Dominion Line has only one captain of 
foreign birth, and he has been an American citizen for a good many years. The 
others were from Maine and Massachusetts, and have come up through efficiency. 
To the average seaman and petty officer the coastwise trade offers greater induce¬ 
ments than the deep-sea trade, because they can be at home more and have more 
home life. (450-451.) 

8. Larceny under United States navigation laws. —Mr. Hayne states that the naviga¬ 
tion laws of the United States fail to provide for larceny committed on shipboard 
within the State. There is a general law touching embezzlement and damage to 
freight and cargo, but it is not broad enough to cover larceny. While the United 
States law specifically embraces larcerv on the high seas and in places within the 
exclusive jurisdiction of the United buites, it does not embrace crimes committed 
within the jurisdiction of any of the several States. There is great difficulty in 
securing a conviction for such larceny, because of the difficulty of ascertaining within 
what State jurisdiction the offense was committed, and because, if it were committed 
in a jurisdiction different from the port at which the landing was made, the offender 
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could easily escape before extradition papers could be served upon him. Again, if 
the offender is tned in the wrong jurisdiction, he would of course escape punishment 
and would have a right of action for civil damages for false imprisonment. The sug¬ 
gestion of Mr. Hayne is that the United States statute in respect of larceny (sec. 5366, 
Rev. Stat.) should be amended so as to embrace “waters within the maritime juris¬ 
diction of the United States,” such jurisdiction having been extended by statute to 
all navigable waters within the limits of the United States. (414,415,421-425.) 

This witness submitted an additional statement containing a draft for a bill amend¬ 
ing the law on this subject (823.) 

9 . Condition mid wages of stevedores.— Mr. Hayne says that the Merchants and 
Miners’ Company employs continuously about 1,300 stevedores at the various ports 
touched and pays them by the hour. The stevedores in the South are mostly colored 
men and in tne North white men. He has never known of any strike on the part of 
any of the company’s employees. The company has regular gangs of Htevedores and 
the shipmen are confined to the navigation of’ the vessel. While in port the ship- 
men are engaged in cleaning up, inspecting, and seeing that the ship is in proper 
trim. The officers are often married men, but the seamen as a rule are not. About 
75 per cent of the force are Americans, coming largely from New England. There 
are no colored seamen. (413-417.) 

Mr. Hayne states that the stevedores of the Merchants and Miners’ Transporta¬ 
tion Company are paid by the hour at prices varying from 15 to 30 cents at the 
various ports. The company finds a regular rate prevailing at the several ports, 
which he presumes grows out of an understanding among the men, and that rate is 
paid 

The rates at various ports are: Boston, regular time 20 cents an hour, overtime 
30; Baltimore, regular time 20, overtime 20; Providence, 10H to 18J for regular time, 
overtime 20 to 25; Norfolk, regular time 15, overtime 15; Newport News, regular 
time 15, overtime 15; Savannah, \7k to 22 regular time, overtime 17£ to 22; Phila¬ 
delphia, regular time 20, overtime 20. (415-417.) 

Air. Uuillaodeit, of the Old Dominion Line, says that at New York stevedores are 
paid at 25 cents per hour week days and 30 cents an hour on Sundays and holidays. 
At the Chesapeake ports in Virginia the rate runs from 15 to 20 cents an hour. This 
difference is found fairly to reflect the differences in the value of labor and the liv¬ 
ing conditions between the North and the South. This company does all its own 
work at all the ports. The sea force will not. engage in loading and unloading ves¬ 
sels. (448-440.) 

B. habor oil ve^ch oil (lie Orcat LakcN.- l. hike Seamen's Union.— Mr. 
William Penje, Secretary of the l^ake Seamen’s Union, says that this organization 
numbers about 3,000 seamen on the lakes, or a little more than one-third of the 
number employed there. In the winter time there are four local unions—at Mil¬ 
waukee, Buffalo, Cleveland, and Chicago. In the summer months there are local 
organizations at other points, there being no occasion to keep the summer office open 
during the winter time, because the men look out for other employment at that time. 

The dues of the organization are 50 cents per month the year round, and the initia¬ 
tion fee $3. There is a death lienefit of $75, payable to representatives of a 6 months’ 
member in good standing, and a shipwreck benefit of $80. This organization is con¬ 
nected with the American Federation of Labor through the International Seamen’s 
Union, which includes seamen on the Atlantic and Pacific oceans and on the lakes. 
The Lake Seamen’s Union paid a per capita tax of 3 cents a month to the Inter¬ 
national Seamen’s Union. The organization had no strike fund. 

The union has not been recognized by the employers in general, but has been 
recognized by the schooner owners. The Lake Carriers’ Association, an organization 
of the vessefowners, never recognized the union. The uniou has no voice and but 
little influence in fixing the rate of wages. (400,401.) 

2. General character and condition of seamen employed on the lakes.— Mr. Penje states 
that the seamen on the lakes 10 years ago were more skillful than those of to-day. 
Ten years ago about 90 percent of the men sailing vessels on the lakes could pass the 
examination for the Navy; now he does not suppose over one-fourth of them could 
do so. Many have gone into other callings, such as bridge building, architectural 
ironwork, or have become gripmen on street railroads, or farmers; tFiis is partly on 
account of the hard conditions on the lakes and the invasion of the steamboats, but 
principally because w T ages have gone down. About 60 per cent of the men employed 
on the sailing vessels are Scandinavians, the others Americans, Irish, English, and 
German, only about 10 per cent being American. He attributes the fact that the 
Scandinavian race predominates to their love of the sea. Some of the Scandinavians 
havealso drifted into the United States Navy, where the conditions are more attractive. 
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The condition of the deck hands has retrograded tremendously in the last 10 years. 
A self-respecting gailor would not under anv circumstances make a passage as a deck 
hand on one of those steamers to-day. The deck hands are so abusea and their 
wages are so low that it is only the worst class of unskilled people who are hard up 
that will take these places. They never stay at it, but when they find what the con¬ 
ditions are they often get off at the next port, forfeiting their wages. On some of the 
principal lines, for instance, the Western, Erie, and Anchor lines, conditions are 
somewhat letter than described. Quite a number of these men belong to the Lake 
Seamen’s Union, but the majority of the union men are wheelsmen and watchmen; 
they do not usually take deck hands in. The union is not trying hard to organize 
these men, but it realizes that that is the only way in which to letter their condi¬ 
tion. Legislation could not help it. If the calling was respectable they could get a 
better class of men to go into it, and the deck hand would seek to advance to watch¬ 
man and wheelsman. (401,402,403,411.) 

3. Sailors’ food.— Mr. Pbnje states that on the lake boats very poor provision is 
made for the food of the sailors, 7 cents per meal being allowed for all hands. A 
contract is made with a supply agent, and he puts just enough aboard to make the 
scheduled trip. If a vessel happens to Ik* out longer than her schedule, every)>ody 
goes hungry. The food consists of meat, potatoes, vegetables, and coffee and tea. 
For the deck hands the food is put in a bowl and handed to them, and “the first 
come is the first served.” The coastwise trade in that respect is every bit as good 
as the lakes. Although there is a law providing for a specified amount of food for 
the men on ocean vessels, it is not always complied with. (409.) 

4. Sailors' accommodations.— This witness states that the accommodations for the 
deck hands on the lakes are of the very poorest. The men are not clean themselves, 
and it would be impossible to keep their quarters clean even if they desired to do so, 
as they have no time for such work. Their condition is horrible from all points of 
view. On some of the old vessels thev have not the required space, but there is 
space enough in the more modern vessels, though even in them the deck hands’ and 
firemen’s quarters are away down in the fore part of the vessel and are very poor. 
The lake boats provide mattresses and cotton or calico quilts, but they become unlit 
for a human being to use. 

In the coastwise trade the sailor provides his own lidding, and in that respect 
fares poorer than the lake sailors, but the quarters are clean, because the boats aie 
inspected and because there is a different class of men. On the lake vessels the dock 
hands’ quarters are nearly always full of vermin. No self-respecting man would be 
a deck hand on the lakes. The master knows that the deck hand will not remain 
longer than he has to, and of course will not clean up any more than is absolutely 
required. The improvement of the sailors’ quarters would depend upon reasonable 
hours and better wages. (409, 410, 411.) 

5. Wages of seamen on the lakes. —Mr. Fenje states that the wages paid to the skilled 
seamen on the lakes in 1900 started at alwmt $1.50 and wound up at $2.75 per day. 
Ten years ago wages were better, sometimes winding up at $4.50 per day at the end 
of the season. A year ago the wages on schooner on Lake Michigan wen* $3 per 
day. The men are' employed between 7 and .3 months in the year, and in manning 
a schooner they would make about $300 for the season. The wages on the lakes last 
summer for wheelsmen and watchmen were $45 per month, an increase of $10 over 
the previous vear. The wages of the deck hands have increased from an average of 
$15 to about $20 per month. The deck hand has really taken the place of th6 sailor 
of 10 years before and the wheelsmen and watchmen now are really petty officers. 
(401,402.) 

6. Hours of labor. —This witness states that where the Lake Seamen’s Union has con¬ 
trol, that is, on the schooners, the men labor 12 hours, but on the steamboats the 
men work as much as 30 hours on a stretch—24 hours at all kinds of labor on the 
deck and steering 6 hours after that. After the 30 hours they get 0 hours’ rest and 
again 0 hours at the wheel. While loading, in most of the lake ports, the deck hands 
work the longshoreman’s day, which in most cases is 10 and 11 hours. Then they 
have to move the vessel and make her fast and pump her out if she leaks. They do 
all of the loading of the schooners and all the shifting of the cargo, in many cases. 
The witness believes there is a pressing necessity for regulation in this matter. 
(403,404.) 

7. Overloading of lake vessels.— Mr. Pen.te states that it is a well-known fact that the 
smaller vessels on the lakes are nearly always overloaded. He gave many instances 
of this, among others submitting a letter from Capt. Henry Leisk, master of the 
steamer P. J. Ralph, in which he charged that there was reckless overloading in the 
iron-ore trade. The complaints about overloading are usually in the iron-ore trade, 
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because of the weight of that sort of cargo. The larger vessels can not be overloaded, 
because the depth of the channels between the lakes is not sufficient. There is no 
law at present in regard to overloading vessels. The insurance companies insure 
under a “free-boartl law,” but he does not think it is a United .States statute. The 
comjtetition among insurance companies is so keen that they are glad enough to get 
the risk and sav nothing against overloading. (404, 405.) 

8. Undermanning of vessels.— Mr. Pknje asserts that practically all of the vessels, both 
sail and steam, on the lakes, are undermanned, and gives many instances in support 
of his statement. He analyzes the carrying capacity of these several vessels, stating 
how many men they carry, and declares that in practically (‘very instance at least 
twice the number of men should be employed. The undermanning results in espe¬ 
cially hard conditions for the men employed. It is also very unsafe, especially in 
case of a storm. In no other country are the men required to stand at the wheel more 
than 2 hours, while on the lakes they are required to stand 0 hours, and that, very often, 
after l>eing continuously at work for 24 hours preceding. The custom elsewhere is 2 
hours on and 4 off. He attributes this condition largely to the greed of the owners 
of the vessels. Two of the “fancy” passenger steamers running between Buffalo 
and Superior, carrying from 300 to 400 passengers, have 1 captain, 3 mates, and only 
12 men that are called seamen. Last year these seamen were paid $35 per month, 
and the year before $25, which is only $5 more than the deck hands get; they are 
not competent men and are called seamen only liecause they have a uniform on. Half 
of them could not save themselves, much less save a passenger, in times of distress. 
Many of the disasters on the lakes could be attributed to the failure of the vessels 
to be properly manned. The majority of the disasters are collisions in the Detroit 
River, where the passage is in some places only 80 feet wide, and they could l>e 
avoided many times if an additional steering man was on the vessel. (405-408.) 

9. l , ropoxed regulations.—Nr. Penjk states that it is the desire of the Lake Seamen’s 
Union to get some legislation that a vessel should carry a certain number of efficient 
seamen, and then give the seamen a certificate of efficiency, as every other country 
does. The certificate might be issued by a Government official, in connection with 
the custom-house, and the men should be examined l>efore the certificate was issued. 
All the members of the union are examined by the officer in charge of the union 
where the men join, and it’ found sufficient are given a certificate for the capacity in 
which they can serve. (404.) 

10. Ureal I/de vessels .—Mr. Penje stated that there are very few vessels on the 
Great Lakes that are square-rigged, most of them being square-rigged on the fore¬ 
mast only, three-masted schooners and barges being used. In the modern barges 
there is a steam steering gear, and some of them have an electric motor and furnish 
their own electric light, but the number is small. In some of the more modern ves¬ 
sels there is a steam power in the shape of a “donkev,” but that very often gets out 
of order. (410.) 

€. Longshore work—Great Lakes.—1. International Longshoremen's Asso¬ 
ciation.— Mr. Barter, secretary-treasurer of the International Longshoremen’s Asso¬ 
ciation, says that this organization was formed in 1892, and was then made up of 
locals of lumber handlers only. In 1893 its purpose was enlarged t,o include every 
dock worker at all ports in the United States ami Canada, on the seacoast, the lakes, 
and the rivers. He estimates the aggregate membership at 40,000, and the member¬ 
ship on the Great Lakes at from 20,000 to 25,000. The chief attention of the organi¬ 
zation has been given to the lakes. Mr. Barter mentions among the workmen that 
are members there the loaders and unloaders of coal, ore, grain, salt, and package 
freight, dock hoisters and engineers, dock firemen and marine firemen, and all men 
employed in lumber yards. He does not think that there are more than 1,500 non¬ 
union men working at these occupations on the Great Lakes. Such as there are are 
chiefly at Chicago, Milwaukee, Buffalo, and Duluth. 

The association holds an annual convention, at which each local organization is 
entitled to two delegates, but the delegates cast votes according to the membership they 
represent. The per capita tax paid to the national organization is 5 cents a month. 
Local dues are generally about 50 cents a month, but they are collected in most ports 
only for 10 months in the year, and in some cases only for 8 or 9. In some locals, 
where there are sick and death benefits, the dues are collected for 12 months. The 
international organization pays no sick or death benefits, but about 20 per cent of 
linn 0C p 8 ^°‘ 80me cases weekl y 8 * ck benefit is $5 and the death benefit 
5KX). Greater amounts are paid in cases of special need. The 5 cents a month paid 
to the international organization goes to its expenses, including the salaries of offi¬ 
cers and the expenses of attending conferences and conventions. These are consider- 
able, as there are a large number of conferences with employers every year. (307, 
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2. Med of labor organization.— Mr, Barter thinks that wages have risen 50 per 
cent since his organization was formed; but, besides that, it has effected a Great 
improvement in tne character of the men. It has done away with the compulsory 
patronace of saloons, which existed under the old stevedore systeln, and it does not 
permit drunkenness. The saloon evil now exists only in Buffalo, Chicago, and Mil¬ 
waukee, where the organization has not yet been able to abolish it. In many ports 
the union fines a man if he gets drunk, and does not let him work until the fine is 
paid. In many ports the union forbids taking liquor on board a vessel during work¬ 
ing hours. The enforcement of these rules gives no trouble. The majority of the 
men are determined that temperance rules shall prevail. This is partly from the 
desire to make it an occupation for respectable men to follow, and it is partly a mat¬ 
ter of business prudence. The men work in gangs, and if one shirks either the work 
of the gang is interfered with or his work has to be done by his mates. If a man is 
incapable of working properly because of the influence of liquor, his mates want him 
removed and another man put in his place. There has been a very marked change 
in the character of the longshoremen under the influence of the organization. Under 
the stevedore system competition between contracting stevedores was often carried 
on by physical force. A stevedore backed by a strapping band of fighters would 
drive away the stevedore with weaker followers, and ultimately secure a monopoly of 
the business. The men were forced to become brutes or be kicked off the docks and 
kicked to pieces. With the growth of the organization and closer touch with the 
employers “ our brains have taken hold instead of muscle, and the conservative man, 
the man who had some business ideas, has been forced to the front.” (310-312,316.) 

3. Strikes of longshoremen. —Mr. Barter says that this organization has no defense 
or strike fund, and that none of its locals has ever had to ask financial assistance 
during a strike except in one case. That case was that of the Buffalo freight hand¬ 
lers in 1900. In the Buffalo strike of 1899 there was no appeal for funds. The 
organization does not have many strikes, and has never made an assessment. (307.) 

Mr. Barter says that there used to be perhaps a strike a day at the docks of the 
large cities on the lakes. The effect of the policy of the organization has )>een practi¬ 
cally to do away with strikes. The international officers always prevent strikes if 
possible. (316.) 

Mr. Barter gives an account of the Buffalo freight handlers’ strike of 1899. He 
says that the handling of freight was done there under contract, and in January, 
18*99, there was a change of contractors. The old contractor had paid the men*a 
certain sum for unloading the boats, which was supposed to be equally divided 
among the men. The new contractor tried to introduce a system of time work. The 
men struck and demanded the abolition of the contract system, and the giving of 
the work directly to the men. The strongest reason for demanding the abolition of 
contractors was the saloon system. Most of the stevedores, or freight-handling con¬ 
tractors on the lakes, used to own saloons. The men complained that unless they 
patronized the saloons freely they could not get employment. The strike was con¬ 
ducted in an honorable way by the men, with no attempts at violenca Some 
violence was attempted, but not by members of the organization. Mr. Barter thinks 
that no union man was arrested for violence. The I,ake Carriers’ Association pro¬ 
posed to become a party to the agreement between the freight handlers and the 
contractors, and see that, it was carried out to the letter. Mr. Barter thinks that 
they even agreed to pay 5 cents more than the men had received the year IxJore. 
The men still refused, demanding that the contract be let directly to them. This the 
lake carriers could not do because of their existing agreement with the contractors. 
In the end, however, the men got all they contended for except the direct contract 
with tho lake carriers. (308.) 

4. Agreements with employers—Arbitration. —Mr. Barter says that the Longshore¬ 
men’s Association has a general agreement with the Dock Managers’ Association, repre¬ 
senting men interested in unloading iron ore at the ports of Sandusky, Lorain, Huron, 
Cleveland, Fairport, Conneaut, Ashtabula, Toledo, Buffalo, and Erie. The first 
agreement with them was made on March 15,1900. In December, 1900, an agreement 
was made for the loading on cars during the winter of ore piled on the docks. This 
agreement provides that if any work comes up which is not specifically provided 
for in the contract, the men shall perform it, and the pay for it snail be determined 
between the representatives of the local organization and the dock managers, and in 
the event of disagreement shall be arbitrated. In case of any controversy there is a 
provision for settlement, first, if possible, by representatives of the dock managers 
and the representatives of the local organization. If they can not agree, they are to 
choose a disinterested man, who, with them, shall form a board of arbitration. If 
they can not agree on a third man, each of them is to choose a disinterested man, and 
the two so chosen are to choose a third, and, with him, to form the board of arbitration. 
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It has been necessary actually to resort to the arbitration clause only once. In all 
other cases every question has been settled by negotiation between representatives of 

The agreement provides that the men shall continue to work under all circum- 
stances pending arbitration. This has always been strictly adhered to, except in one 
case. Jn thatcasethemen had not yet become thoroughly acquainted with theeontract. 
It was not possible to educate 10,000 men on all these points at once. A disagree¬ 
ment arose at Conneautand the superintendent telegraphed Mr. Barter. Mr. Barter 
went there and explained the conditions of the agreement to the men and they 
immediately went to work. 

Mr. Barter has found the operation of these agreements most satisfactory. The 
employers are always ready to meet a committee of the men and listen toany grievance 
or complaint. The relations between the two sides are entirely satisfactory, and Mr. 
Barter thinks that these agreements are the solution of the labor question. (312-316.) 

5. Direct contracts of lake-freight handlers,— Mr . Barter says that his organization 
deals directly with the various arsons who have freight to load and unload, the 
transportation agencies, and the dock managers. Jn some ports the men work in 
gangs, and the gangs take turns in employment, one taking one boat and another 
the next. When a boat is loaded or unloaded, the foremen and some members of 
the gang see the bills of lading, figure out what is coming to them, collect the money, 
and divide it among all the men who have done the work. (310.) 

The Lake Carriers’ Association has never taken up the question of any particular 
contract except the Buffalo contract. The Longshoremen’s Association nas done 
business since 1898 with members of the Lake Carriers’ Union as dock managers, 
and this means practically the lake carriers. The contracts are always signed on the 
part of the men by representatives of the international organization. The local union 
is, of course, also a party to the contracts, and is directly interested in the making and 
inforcement of them. The other parties to the contracts are sometimes the dock 
managers, sometimes the local carriers, sometimes, as to package freight, the super¬ 
intendents of the freight docks of the different railroads. 

Mr. Connors, the man who has the freight-handling contract in Buffalo, still oper¬ 
ates to some extent in Milwaukee and Chicago. In those cities there is competition 
in the stevedore system, and he does not have all the docks. There is no organiza¬ 
tion of freight handlers in Chicago. There isan organization in Milwaukee, and Mr. 
Barter understands that Mr. Conners pays the same wages that are demanded by 
the organization. The contracts are let annually. (309.) 

Mr. Barter says that his organization practically controls all the unloading of iron- • 
ore boats, and tbe loading and unloading of coal and of lumber. He believes that 
all fair-minded employers on the lakes would prefer to deal with the organization 
rather than to return to the old system. He has lived on the water all his life and 
he has never seen boats given the dispatch they have had the last season. This is of 
great imi>ortanco, especially in view of the competition of the railroads. Under the 
present system every individual workman is practically a contractor and is interested 
in the loading and unloading of boats, and is also interested both in the question of 
dispatch and in the question of freight rates. Freight rates regulate the wage rate to 
a very large extent. The men are learning that they must not try to lift their wage 
rate excessively or it will drive the traffic to the railroads. (313, 314.) 

6. Wages of longshoremen.— Mr. Barter gives in considerable detail the wages paid 
to different classes of workers on the Groat Lakes. Among them are the following: 
Coal trimming—that is, loading—60 cents an hour for a 12-nour workday; fueling, 40 
cents an hour for any number of hours; lumber loading and unloading, 60 cents an 
hour; grain scoopers—that is, unloaders—60 cents an hour; grain trimmers—that is, 
loaders—60 cents and upward; marine package freight handlers, 30 cents an hour, 
working 30and 12 hours, and sometimes 24 hours at a streteh; hoisters, $80 a month, 
and engineers $86 a month, from May 1 to December 16; marine firemen, $45 a 
month during the navigation season. In some cases time and a half is paid for Sun¬ 
day work. Several of these rates are average rates from which there is considerable 
variation. Mr. Barter thinks wages are 50 per cent higher than they were before 
his organization obtained control of the ports. 

Mr. Barter explains that the grain trimmer or loader has rather more dusty work 
than the scooper or unloader, but either kind of work is one which a man can not 
many years. These men do not live to be old. (310, 311.) 

Mr. Barter says that the introduction of a uniform wage rate for the unloading of 
ore boats at the several lake ports has been advantageous to the business. “One 
dock manager is not in sharp competition with another dock manager, because the 
wage rate now is the same in all the Lake Erie ports.” An effort is now on foot to 
secure a uniform scale for unloading lumber. Such a scale is likely to be established— 
perhaps a sliding scale based on the freight rate. (315.) 
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The question of a eliding scale for the handling of lumber, to depend upon the 
freight rate, is under discussion, and he thinks his organization will be willing to 
ooneent to it. (315.) 

7. Nationality of longshoremen.—Mr. Barter says that the Irish-Americans were for¬ 
merly predominant in longshoremen’s work on the Great Lakes, but that many of 
them became disgusted during the troubles in the lake ports and looked for other 
occupations. In the younger element that is coining in Americans are a factor, 
though very few young Americans worked on the lakes under the old system. In 
ore-receiving ports there are many nationalities, such as Italians, Finns, liunns, Sla- 
voniane, Poles, and Germans. (310,311.) 

8. Winter occupations of longshoremen—Ur. Barter says that the closed season of 
navigation on the Great J-akes usually covers December, January, February, and 
March, but sometimes begins in the middle of November and sometimes does not 
end till May. The organization has now got an agreement covering the iron-ore 
ports whereby about 10,000 members will he kept at work in the winter, in the Min¬ 
nesota, Wisconsin, and upper Michigan ports. Many of the men go into the woods 
and work at lumbering. In the cities, however, the men have become accustomed to 
save enough during the summer to live on during the winter without doing anything. 
Often they buy coai and flour and other provisions for tiie winter at wholesale. In 
tiie summer they often do not have much time to see their homes. In the w inter 
they can see their families. Ten years ago not 30 per cent were married, but now 90 
per cent are married and are raising families. (317.) 

I). Labor In Mlssimlppi River traffic— Mr. Bryant states that the offi¬ 
cers on the Mississippi Kiver boats are white men, but tiie laborers usually negroes. 
Whites could not stand the work, especially as the weather is usually verv hot. The 
negro has to be paid pretty high for it. On the upper rivers, where the traffic is 
somewhat different, there are some mixed crews, hut mostly negro crews. On the 
lower river in the packet trade the pay is from $40 to $110' per month and hoard. 
The labor is not steady and very few boats ever go nut with the same crew twice. 
The “roustabout” cares nothing about saving money or having a home or family, 
and has no moral obligations. The most of them lose much of their wages in gambling. 
The steamboat men are very anxious to imprme the condition of these laborers, but 
find they can not do it. The roustabouts are all strong, vigorous young fellows. 

The steamboats provide mess rooms to eat in. and tin pans, knives, forks, and 
cups, hut the men would much rather have the food brought on in a disli pan «nd put 
on deck, and take it in their hands and eat it. [’luces are provided for them to sleep, 
but they never go there, because they want to hide from the mate when they make a 
landing and dodge the work. In cold or rainy weather they sometimes go down under¬ 
neath the boilers and sleep there. These roustabouts, when on shore, mostly go to 
what are railed “barrel houses,” where liquor is sold, and where there are dance 
halls, crap games, etc. The officers often go to these barrel houses to find a crew. 

Attempts have been made to organize these laborers into a union, but they were 
only partially successful. The negroes, however, seem to stand together, and when 
a boat is ready to ship their demands for wages must be met before they will join 
the crew. (395-397.) 

Mr. Bryant states also that Italian laborers have been tried on the Mississippi 
River boats in two instances, lmt they were not found to be equal to the heavy work; 
moreover, they could not speak the English language. The wages paid the Italians 
were $60 per month and hoard. The Italian fruit men employ none out Malian labor 
on boats. (397.) 

Labor in New Orleans.—Mr. Bryant stated that the stevedore labor in New Orleans 
up to recently had been mostly white, but now the negro is making inroads into 
that employment, and thev work cheaper; that that is steady labor, and the men 
work in the same gangs and form a very close corporation. (397.) 

XVTII. —CORPORATIONS AMD COMBINATIONS GENERALLY. 

A. Capitalization and promotion of corporations (sec also Capi¬ 
talization of Railroads, , p. lvix.)—1. Capitalization of corporations. — Mr. Greene, of 
the Audit Company of New York, thinks that the overcapitalization of railroads jnd 
industrial corporations has many incidental evils, but he doubts whether it is possi¬ 
ble to check them by legislation. He thinks that if it were possible to require more 
satisfactory statements as to the value of assets, etc.., in the inauguration of corpora¬ 
tions, the motive for overcapitalization would largely be removed. (See summary 
of Mr. Greene’s evidence as to promotion ami publicity, p. cclxxiv.) 

Mr, Greene does not think, however, that industrial combinations and other cor- 
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porations are overcapitalized to as great an extent as is commonly believed. He says 
it is the universal opinion of manufacturers and business men engaged in enterprises 
involving risk that tney must hope for a profit of 12 or 13 per cent on the actual invest¬ 
ment, in view of the risks. Otherwise it would be better for them to lend out their 
money on bonds or mortgages. Consequently, when the owner of a plant proposes 
to put it into a corporation, he finds that he must capitalize it at more than the value 
of the tangible assets. For example, a man owns a mill worth $100,000, tangible 
property. A normal rate of profit on the business is $12,000. Bonds can be issued 
to the amount of $100,000, bearing 6 per cent interest. This leaves a balance of $6,000 
of annual earnings, which can be capitalized in stocks. This half of the earnings is, 
of course, less certain than the first half. There are some people who prefer to invest 
at low interest with a certainty of return. They- will buy the bonds. Others arc 
willing to take more risk, and will buy stocks. The stocks issued in such an instance 
as tins are frequently called water, but this is scarcely a correct description of them. 

Mr. Greene says further that the extra $100,000 of stock in a case of this sort may 
be properly treated as a capitalization of good will, while the first $100,000, repre¬ 
sented by bonds or preferred stock, stands for the tangible value of the plant. The 
witness lielieves that it is perfectly proper to treat good will as an asset of the com¬ 
pany if it is accurately valued. At the Maine time it would he proper accounting and 
proper policy to distinguish clearly between tangible assets and good will. The 
easiest way m the inauguration of a corporation would be to have the property 
appraised by expert accountants. This would show so much for the plant, so much 
for accounts receivable, cash, material on hand, etc. The total of the tangible assets 
could properly enough be represented by bonds and stocks, or the plant proper might 
be represented by bonds and the current assets by preferred stocks. The difference 
between this amount and the total capitalization would lie good will, in the form of 
common stock. 

Mr. Greene says that the value of good will is very frequently estimated on the basis 
of the profits which have been made from the business during a series of years and 
also on the basis of future expected profits. Capitalizing it really amounts to a cap¬ 
italization of earning capacity. The cost of promotion of a corporation is ordinarily 
added to the common stock, not being distinguished in the accounts from the cost of 
property. (476,486,490,491.) 

Mr. Greene declares that, in his judgment, it would be better business for a cor¬ 
poration having a high earning capacity to increase its dividends, rather than to 
water its stock. This would certainly be to the interest of the public; but since the 
people arc jealous of high dividends, the owners of corporations have thought that 
they w ere compelled to increase capitalization in case of higher earnings, so that the 
rate of dividend should be about the same as before. The fact, that people think that 
they arc swindled if a corporation pays more than 6 per cent dividends is too power¬ 
ful for the theory of proper accounting. 

Still another reason leading to increase of capitalization of corporations is the psycho¬ 
logical fact that people will pay more proportionately for a stock bearing low divi¬ 
dends than for one bearing high dividends. If a company pays 10 per cent on its 
stock, shares of the par value of $100 will probably be worth about $150 in the mar¬ 
ket. 1 f the number of shares is doubled, so that they pay 5 per cent, the shares will 
probably sell for $90 each, or at the rate of $180 for the former one share which sold 
for $150. The same attitude toward the value of securities is found in Great Britain 
as in the United States. (486, 489.) 

2. Basis of capitalization—Stocks v. bonds. —Mr. Rice, an officer of various coipora- 
tions, save that it seems to him a matter of indifference how large the capital of a 
corporation is, provided it is not in the form of bonds. If a corporation issues 
$16,000,000 of stock in $100 shares which sell at $10 a share, it is practically the 
same as if it has issued 160,000 shares at a par value of $10 each. So long as there 
is no question of public policy or the protection of the public against excessive 
charges, it makes no difference about the capitalization. The valueof railroad prop¬ 
erties, for example, continally fluctuates, although their capitalization remains 
unchanged. 

On the other hand, Mr. Rice asserts, the undue increase of bonds is a danger to 
corporations and to the general financial condition of the country. Stock has no 
claim on earnings which can be forced. If a company has a large bond issue it gets 
on well so long as business is prosperous and interest can be paid, but if there is a 
setback in business the corporation goes into bankruptcy and the country may get 
into a chaotic state such as existed in 1893 and 1894. The dangers of panics would 
be much less if the bonded indebtedness of railroads and industrial companies were 
small (735, 740.) 

16a-xviii 
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8. Publicity in comedian with promotion of corporation*.—Mr. Greene says that 
somewhat more than at present should be (lone, by legislation or otherwise, to pro¬ 
tect.investors in corporations, especially in connection with prospectuses and pro¬ 
motion at the outset. Some such regulations would do much to prevent overcapital¬ 
ization. He thinks, however, that the requirement of greater publicity in these 
directions should be accompanied by liberal provisions in behalf of corporations. 
On the whole, the witness is inclined to favor the adoption of such regulations as 
are found in the English law, which make the persons who issue prospectuses respon¬ 
sible aa to anv misrepresentations in the statements made. 

The difficulty of requiring such statements by legislation is that the information 
which is necessary varies in each case, and the establishment of definite rules is very 
difficult. The need of publicity is especially great in the case of the newer and 
larger companies. 

Mr. (irecne thinks, however, that the necessity for legislation in this direction is 
greatly reduced by the precautions which business men themselves have been forced 
to take against reckless investments. Wall Street has had some bitter experiences 
lately. This was particularly true as regards some of the industrial combinations 
whose stocks were floated in 1899, and which now are quoted at very low prices. It 
is difficult now to float a combination in Wall Street except on the most conservative 
basis. Moreover, the various banking houses which are connected with the pro¬ 
moting of corporations are becoming more and more careful regarding the nature of 
the enterprises. A reputable banking house has so many business interests to safe¬ 
guard that it can not afford to promote a corporation which is not. on a sound basis. 
Banking houses must protect their own reputations if thev wish to continue a suc¬ 
cessful business. 


The rules of the New York Stock Exchange, and of other exchanges, also require 
a certain amount of information at the time when corporations are listed forstoek 
dealings. An audit by a responsible auditing company is usually required. 

The result of these methods is that the problem of fraudulent promotions is grad¬ 
ually being solved in Wall street without legislation. At the same time, legislation 
crystallizing business customs, and the rules of the companies and stock exchanges 
might prove advantageous. (47(1, 477, 482, 48:), 491,) 

4. Expense* of promotion.— Mr. Greene is disposed to favor greater publicity in con¬ 
nection with tile promotion of enterprises, i le does not think it imperative that the 
cost of promotion itself and the expenses of organization should lie stated in detail in 
the accounts of the corporation. It is the practice to include cost of promotion with 
the total cost of the property. Over against the cost of property are then set the 
tangible assets and intangible assets, including good will, (tost of promotion would 
lie represented by tile stocks issued for good will. As a matter of fact,, capitalization 
is usually based on the supposed earning power and the cost of promotion is taken 
out of that. The ordinary method of promotion is for the promoter to buy the prop¬ 
erty for whatever price he call, and then to recapitalize it oil the supposed basis of 
earning powerand sell the stock for whatever investors will give, the difference being 
his profits. Theexpenseof underwriting is often treated separatelyas part of organ¬ 
ization expenses, ft is not especially necessary to divide the item of good will as a 
part of the assets so as to show the pay of promoters. If a property is bought for 
$80 and sold for *100 it makes little difference how much the promoter made if tiie 
property is really worth *100. Often the combination itself so increases the value of 
property that there is no connection between the new value and the total values of 
the previous plants. It is true, however, that in certain eases people are deceived 
into believing that properties were originally worth more than was actually the case 
and they would know better if the profits of promoters and underwriters were stated’ 
(491, 494.) 

Mr. Rice, who has been connected with the promotion of various companies based 
on patents, declares that it is very difficult to ascertain the actual cost of promotion 
or to judge as to the fairness of the payments for promotion. Most men who obtain 
stock for promotion are expected also to render services for a long time after the start¬ 
ing of the corporation. In the case of the development of a patent there are great 
differences in the quality of the inventions, the difficulty of raising money, the risk 
involved, etc. The owner of the patent in proposing to a capitalist or promoter to 
furnish money to develop it would be willing to pay comparatively little if the article 
were already securely established and paying a large profit, while if a considerable 
amount of capital had to be secured, with much effort in obtaining it, he would be 
willing to pay more to the promoter. (736.) 


B. Exploitation of patents. — 1 . Uenerat methods — (Japiializaiton. — Mr. I. L, 
Rice states that he is president of a number of companies engaged in developing 
inventions based on patents, such as the Electric Boating Company; the Consolidated 
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Equipment Company, which produces electricity for lighting trains from the motion 
ofthe wheels; the Consolidated Rubber Tire Company, and the Casein Company of 
America. The witness declares that he is not a promoter in the technical sense, but 
that he takes up these inventions with the intention of developing them, and not of 
manipulating stock or making profits by selling out. The new invention, as a rule, 
is taken up 'before any tangible plant exists, and the plant lias to be created out of 
the capital which is subscribed. The witness has a number of friends who have con¬ 
fidence in his judgment and who will subscribe for preferred stock, the witness usually 
making the largest subscription. The working capital is obtained by the cash paid 
for preferred stock, while the value of the patents themselves is capitalized in common 
stock. The capitalization of the patent is ba^ed on the profits which it is expected 
to pay. There is very great uncertainty in developing patents. Out of more than 
673,000 patents whicn have been issued the witness does not suppose that 10,000 
have ever made any money. Investing in such an enterprise is like investing in a 
mine—the investor does not know what it is worth, but he capitalizes it at what he 
thinks it will probably be worth. There are always some classes of people who prefer 
only safe investments, but others are willing to risk their money in an enterprise of 
this sort, and the only thing that makes progress is the risking of money in pushing 
new inventions. Most inventions with which the witness has been connected have 
proved of very great value. (732,733.) 

2. Patent monopolies.—M r. Rice, president of the Consolidated Rubber Tire Com¬ 
pany, says that the stockholders of that company hope that it is a monopoly, and 
that its patents will be sustained by the United States courts. An enormous price 
was paid for them on the understanding that they already constituted a monopoly. 
“Monopoly has a dreadful sound,” but this species of monopoly is guaranteed by 
the United States Constitution, and it brings millions of dollars to the people of the 
entire country. The invention of rubber tires for carriages has stimulated the car¬ 
riage industry. The justification fora temporary mono})oly is the great hazard of 
developing the inventions. It not only requires a great deal of effort and money to 
start the business successfully, but the moment the article is put on the market many 
others begin to make the same thing, either claiming that it is not patentable, or 
changing the details in some minor fashion and claiming there is no infringement. 
(734.) 

3. (bnsolidated Rubber Tire Company.—Mr. Rice, who is president of the Consoli¬ 
dated Rubber Tire Company, says that this company controls the patents for the 
Kelly or Grant tires, which are used chiefly on carriages and other vehicles. The 
company is somewhat different from others organized by Mr. Rice for the develop¬ 
ment of patented articles, because at the time it was formed the tires were already 
being very widely used, and the patent had an enormous value. The company was 
capitalized at $8,000,000, which was supposed to cover the value of the patents and 
of the existing business. Of this $4,000,000 was in preferred stock and $4,000,000 in 
common. There had been litigation regarding the validity of the patents, and it had 
been sustained in various places, so that a large number of other companies, which 
had been started, went out of business, and the Rubber Tire Company fell heir to 
their business. It was not a consolidation of companies in the ordinary sense. At 
the time the corporation was started the preferred stock was issued at about par, and 
the common stock at about 50. Soon after there was further litigation regarding the 
patents, and the stock has now fallen so that the preferred stands about 30, although 
it. paid 6 per cent dividends in 1000, while the common is quoted at about 5. There 
js no doubt that the stock could not have been sold in the first place if people had 
imagined that there would be such a decline. The company hopes that its patents 
will be generally sustained, and in that case it will have almost entire control of the 
manufacture of tires. It owns a plant at Akron, Ohio, and there are a large number 
of licensees who pay royalty. (733, 734.] 

Mr. Rice says that there is no monopoly of the supply of raw rubber, although 
there may, perhaps, in the future be an attempt to corner it. The largest supply of 
rubber comes from South America, and this is of the best quality. The output of 
Para and Manaos for 1900 was 61,022,585 pounds, of which the United States took 
27,413,469 pounds. (735.) 

C. Publicity of corporations.— 1 . General desirability.— Mr. Greene, of the 
Audit Company of New York, does not favor undue regulations of the methods of 
business of corporations. For example, such a provision as exists in Germany, 
requiring that if the accounts show that some of the company’s capital will be lost ? a 
meeting of the shareholders shall be called immediately, or that if the liabilities 
appear to exceed the assets, bankruptcy proceedings shall at once be instituted, 
would not be suited to American conditions. It would be unwise to hamper the 
great captains of industry to any unreasonable extent. (492.) 
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Mr. Greene thinkg, however, that a greater degree of publicity of the accounts of 
corporations than now exists is desirable within proper limits. In his judgment 
most merchants, manufacturers, and corporation officers in this country are honest. 
In some instances, however, through ignorance, they make statements which are 
not, commercially speaking, correct, although they may show the actual figures. 
There could be no harm, for the protection of investors and of the general public, in 
requiring publicity of the essential facts. One essential fact which should be demon¬ 
strated would be the real profits made. In the case of industrial combinations the 
existence of large profits would then tend to promote competition. If the corporations 
are guilty of any erroneous practices the people will find it out by such publicity. 
The witness believes that the American people will deal justly with the corporations 
if they know the facts regarding them. 

Mr. Woodi-ock, railroad editor of the Wall Street Journal, believes that if legisla¬ 
tion could be enacted requiring certain re|>orts at the inauguration of corporations, 
and annually thereafter, it would be desirable. Railroads are no longer much at 
fault in this regard, but the industrial combinations ought to lie compelled to report 
as fully as the railroads do. (460.) 

Mr. Rick, president of the Consolidated Rubber Tire Company, says that on gen¬ 
eral principles a corporation should furnish accounts to the stockholders and the 
public as soon as it is once on an earning basis. In the case of companies still strug¬ 
gling in the developing stage, publication of accounts would he misleading and would 
frighten stockholders and investors. The witness does not know that the laws of 
any State require publicity as to the cost of promotion of corporations, and seems to 
question whether it would be wise to do so, because the costs of promotion must nec¬ 
essarily differ so greatly, according to the companies. (736.) 

2. Limitation*—Expert audit .—On the other hand, says Mr. Greene, in the case of 
some classes of corporations, undue publicity would be undesirable. VVhen a busi¬ 
ness formerly conducted by a partnership is turned into a corporation its real char¬ 
acter is not changed. No one asks a partnership to give information which will help 
its competitors, and a corporation should not be asked to do so. Even the share¬ 
holders in some instances ought not to he given all the information as to the opera¬ 
tions of the company. I f this were done compel itors could become shareholders and 
gyt inside information which would result in serious injury. Shareholders are con¬ 
tinually changing and have little knowledge as to what information can projierly he 
made public. 

As a protection to shareholders and investors in the ease of corporations whose 
accounts, for the reasons suggested, ought not to lx.* published in detail, Mr. Greene 
suggests that expert professional auditors should be employed from time to time to 
examine the affairs of the corporations, audit their accounts, and certify officially 
whether apparent earnings were real earnings and whether the corporation was in a 
sound condition. The general results of such examinations should be stated without 
details. The Audit Company of New York, with which Mr. Greene is connected, 
is frequently called upon to make such examinations as lie suggests. It examined 
the Pressed Steel Car Company, which has recently i>een issuing mortgage notes to 
the amount of $500. This company guarantees that it will have on hand at all times 
certain things as a safeguard to investors, and it has appointed the audit company 
to ascertain from time to time whether this requirement is carried out. 

The witness implies that some legal requirement of a proper amount of publicity 
on the part of industrial corporations as well as railroad corporations might be 
advantageous. lie does not think that at present the Federal Government should 
undertake to regulate the accounts of any but transportation companies. 

Mr. Greene explains the difference between an audit and an examination of a cor¬ 
poration. An audit has to do with the hooks of the corporation as they stand. An 
examination goes into the affairs of the corporation to find out whether the figures 
on the books represent commercial facts. “ The most dangerous set of books I ever 
saw in my life were absolutely correct, but they did not represent the facts.” Thus 
in the case of a railroad company it is not customary to keep maintenance and depre¬ 
ciation accounts. If the railroad company wishes to make its earnings appear large 
it can stop repairing cure and keeping up its system. The books would read all 
right, but only an examination of the affairs of the company would show its true 
condition. (479, 482, 492.) 

3. Proper items of public accounts.— Mr. Greene discusses the general items which 
should be stated in the reports of corporations given to the public, especially such 
as should be prepared by expert auditors in accordance with his suggestions above 
summarized. The leading items would be as follows: 

(1) Cost of property, including or not including good will, as the custom of the 
company might be. (For Mr. Greene’s discussion of good will see p. —.) 
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(2) Tangible assets, either in one lump or subdivided. There are times in the his¬ 
tory of industrial companies when it would be a serious drawback to have to give 
information as to tangible assets. For instance, it would be undesirable at times to 
state the amount of raw material in stock or the finished product on hand. 

(31 The capitalization of the company, subdivided according to different classes. 

(4) Debts of the company, either m one sum or subdivided. 11 would not be desir¬ 
able in some cases to show the different elements of indebtedness. The company 
may borrow large amounts of money from banks while it owes only small amounts 
for material. It might create discussion as to the credit of the corporation if this 
fact were known. At another time in the same year a large part of the company's 
indebtedness might be for goods purchased, and its indebtedness to the bank small. 
Such matters would affect the investors and should be stated or not as circumstances 
directed. 

(51 Surplus of the company, profits and losses, etc. 

(6) Depreciation < f plant. In the judgment of Mr. Greene this should be as much 
a charge on the business as money paid for labor. The difficulty is to determine 
what should be a proper amount to charge for depreciation. In some instances the 
amount should be accumulated as a reserve fund actually set aside. In other instances 
it would tie better to reinvest the reserve fund in the plant directly. It would be 
foolish for a company to set aside a reserve fund, receiving 2 per cent interest, while 
it is borrowing money at a higher rate of interest for construction purposes. (492, 
493.) 

4. Stork exchange control of accounts.— Mr. Gkkene, of the Audit Company of New 
York„ says that the New York Stock Exchange requires a reasonably thorough 
examination of the affairs of corporations at the time when they seek to be listed 
on the exchange. It has been often suggested that the stock exchange should also 
require annual reports from listed corporations, with proper auditing of their accounts. 
The objection is that the stock exchange is not intended to pass on the solvency of 
corporations or to determine the value of their stocks. (479,483.) 

D. Right* of minority stockholder* and of stockholders gener¬ 
ally.— Mr. Greene, of the Audit Company of New York, does not think that the 
lights of minority stockholders are likely to be abused. The courts are more and 
more disposed to protect them. In general the interests of the majority stockhold¬ 
ers do not differ from those of the minority. The directors are supposed to be really 
representative. That theory is not always carried out, however. 

Mr. Greene thinks that there is great advantage in the American principleof giving 
the directors of corporations, especially the president and 2 or 3 leading officers, the 
main governing power. It would be unwise to have dividends declared and business 
transacted by actual meetings of the stockholders, as is common in Great Britain. 
In this country business men are so much occupied that they can not give time as 
directors to manage the details of business, so that much must be left to the few offi¬ 
cers. In foreign countries there are more men who are at liberty to attend numer¬ 
ous meetings of directors. American business men are willing to take individual 
responsibility, even to take action without the approval of directors in the expectation 
of future approval, while English and German business men hesitate to take such 
responsibility. The American policy is more advantageous. 

Lists of stockholders—Mr. Greene thinks that it is the custom of all large corpora¬ 
tions just before the annual election to send out blank proxies all over the country. 
Only in this way could elections lie carried on. The witness does not think that in 
general there is any injustice to minority stockholders or any difficulty on the part 
of stockholders in ascertaining who are the other stockholders. It is not often possi¬ 
ble for a few persons managing a corporation to continue in control without holding 
or having the support of a majority of the stock. The stockholder can generally 
get all the infonnation he needs if he takes the right way about it, although the 
witness declines to express an opinion as to whether the law is always sufficient, since 
he is not a lawyer himself. The objection which the corporations have to granting 
undue acceas to their books arises from the fact that competitors and others some¬ 
times buy a small number of shares of stock for the sake of getting information, and 
take advantage of it in one way or another. There are many people who make a 
business of trying to obstruct something in order that they may be bought off. At 
the same time*, if there were some safeguards in this direction, and esjieciallv to pre¬ 
vent outsiders getting information as to financial matters, there would be little objec¬ 
tion on the part of corporations to a requirement of greater publicity of their stock 
books, or to a requirement that the names and addresses of all shareholders should 
be furnished to all shareholders before each annual election. 
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Mr. Greene does not think that the New Jersey laws regarding stock books are 
violated or that it is impossible for a stockholder to get the names of other stock¬ 
holders. There may be cases where the books of corporations organized in New Jer¬ 
sey are not kept there, but in New York or elsewhere. As a general thine, however, 
the corporations, particularly the larger ones, are law-abiding and have all the books 
at their New Jersey offices which the law requires. (477,478.) 

Mr. Woodlock, of the Wall Street Journal, thinks especially that every stockholder 
ought to have the right to inspect the list of all the stockholders. In New York and 
New Jersey this right is given by law, but it is difficult to enforce it, while in some 
States there is no such provision in law. As a rule no one cares to see the lists of 
stockholders unless there is a struggle between different parties among them. In 
that case the dominant party naturally does not wish the others to see the list of 
stockholders. Under present conditions a group of persons may continue to control 
a corporation, though without owning a majority of the shares, which would be much 
less possible if the other stockholders knew who the shareholders were. 

Mr. Woodlock does not think that the giving of such information regarding stock¬ 
holders would result in any injury to a corporation. He does not believe that 
stockholders ought to have the right to see all of the accounts of corporations. Under 
such a rule competitors might buy a small number of shares and obtain knowledge of 
the business of a corporation. In some instances it may be justifiable for a corpora¬ 
tion^ its annual reports to withhold such information, for example, as the actual 
profit on manufacturing. A statement might show net profits only. In such a case, 
however, there ought to lie a proper auditing of the booss by experts to see that real 
profits have been earned. (406,467.) 

E. Corporation laws.—1. Liberality desirable.—Mr, Greene thinks that if 
additional restrictions are placed upon corporations the corporation laws should also 
bo modified so as to give them additional privileges, at least in some of the States. 
The witness understands that in New York and Pennsylvania one corporation is pro¬ 
hibited from holding the stock of another, which is permitted in New Jersey. Greater 
liberality is desirable in this and other regards. (477,478). 

2. Federal incorporation lam.—Mr. Greene, of the Audit Company of New York, 
doubts the advisability of a Federal law for the incorporation of industrial companies. 
He thinks the first thing to do is to straighten out tin 1 State laws Uniformity would 
certainly be desirable. It is a constitutional question whether it would be within 
the power of the Federal Government to charter companies doing business inside of 
individual States, and whether this would lie consistent with proper home rule. Mr. 
Greene admite, however, that corporations organized in individual States, like New 
York, do business through different States. He adds that some persons advocate 
incorporation under Federal laws in order to escape Slate laws which are unreason¬ 
ably severe. (482.) 

F. Trusts and combination*.— 1. Generally. —Professor Parsons states that 
the results of the private ownership and management of the railways has been that 
they go into partnership with some of the great industrial enterprises of the coun¬ 
try, and thus create what is commonly known as the trust. He instances the case 
of the beef combine and the Standard Oil trust as created by railroad favoritism. 
He does not believe, however, that public ownership of the railroads of the country 
would abolish the trusts. As a general principle he is not opposed to consolidation 
of capital so long as it is in the public interest. He does not believe in destroying 
the trusts, because they represent a movement in the line of progress; each trust 
being a brotherhood or cooperation on the inside, in that it dispenses with much 
antagonism and lessens expenses of management and operation. The proper solu¬ 
tion of the trust problem would be to extend the limits of it “in some way so tiiat 
it shall cooperate not only internally but externally—on the lines of cooperative 
industry—so that great capital will voluntarily, of its own motion, tend to organize 
along cooperative Tines instead of antipublie lines.” (157-158.) 

Mr. Son iff, of Kuhn, Loeb & Co., bankers, testifies that personally he has had 
no experience in industrial finances. Community of interest, however, exists among 
bankers as well as among railroads, and they combine their capital when they have 
large financial transactions, so as to handle a great concern under one management. 
He says his firm may have been invited to participate in the financing of the United 
States Steel Corporation and other industrial corporations, and may have accepted 
the invitation to a moderate amount, but that it had nothing to do with the details 
of the management. The combination of large resources constitutes what is com¬ 
monly termed to-day a syndicate. (775.) 

2. Concentration of wealth—Effect on opportunities for advancement—Mr. Anderson, 
secretary of the chamber of commerce of Pittsburg, does not think the modern con¬ 
centration of corporate wealth does away with the opportunities for intelligent 
mechanics to rise. The managers of the Carnegie Works, from Mr. Schwab down, 
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have all been taken from the ranks of the workmen. So was Mr. Carnegie himself. 
(649.) 

3. United States Steel Corporation.— Mr. Woodlock, railroad editor of the Wall 
Street Journal, believes that the formation of the United States Steel Corporation 
was chiefly occasioned by Mr. Carnegie’s careful plan to compel some one to buy 
him out at a high price. (464.) 

4. bHiit trust in New Orleans—Ur. Bryant states that there is a company called 
the United Fruit Company of New Orleans, which last year bought out all the other 
companies there, some 13 in number, and put them imder one management. 
This trust controls all the fruit trade on the foreign plantations, and not only raises 
the fruit, but owns the vessels in which it is transported and shipped directly to New 
Orleans and to other points in the United States. It does not own the cars, but 
deals directly with the railroads. Fruit is handled very rapidly and economically at 
New' Orleans. This combination claims that it has not raised the prices of fruit to 
the consumer, but makes profit from the lessened expenses of management, and the 
witness believes that the prices have not been increased. (397-398.) 

<». Export prices.—Mr. Greene, of the Audit Company of New York, believes 
that the practice of making low export prices is justifiable in order to relieve the 
country of its surplus products. His argument is the same as that in favor of 
low export rates on railroads. (See page —.) Mr. Greene adds that the practice of 
making prices lower abroad than at home is common among the manufacturers of 
all the leading industrial countries. We find a similar practice also within our own 
country. The manufacturers in a given section, having a local market, frequently 
sell goods in more distant sections at lower prices in order to get rid of a surplus. 
Thus a manufacturer in New England, finding that he is getting overstocked, is likely 
to continue production, maintaining prices in New England and selling the surplus 
in Kansas City or some other distant market at prices which, while they may render 
the Kansas City producer a profit, yield practically no profit to the New England 
manufacturer. 

because of the advantage in keeping up production and preventing depression, 
which results from this practice of making low export prices, Mr. Greene lielieves 
that ultimately domestic prices as well will be reduced by this policy. (484, 487, 
494.) 

Mr. Howes, of the Boston Chamber of Commerce, testifies that no doubt a part of 
the trade with Canada has been obtained by the American manufacturers selling 
goods in Canada at less than they were selling the same goods m the United States. 
All nations do this every day. The American manufacturers are not discriminating 
any more in Canada than in Germany, France, or anv other country. No matter 
what conditions of tariff exist, that is a method of their trade, the practice of mak¬ 
ing slaughter sales in the foreign markets is one that the manufacturers of all coun¬ 
tries employ. Whether the tariff is on or off, trade of this kind will go on just the 
same. (716.) 

H. Concentration of wealth.— Mr. ScniPF, banker, testifies that in his 
opinion there are more wealthy people in proportion to population now than there 
ever was before, and that the present condition of affairs will contribute to a larger 
distribution of wealth than has ever before existed. (777.) 

XIX. MISCELLANEOUS EVIDENCE NOT BELATING TO TRANS¬ 
PORTATION. 

A. Reciprocity with Canada.—1. General necessity oftrade treaty with Canada. — 
Mr. Osborne Howes, a member of the Boston Chamber of Commerce, declares that 
in order to maintain and increase our trade with Canada it will be necessary to enter 
into a reciprocity treaty regarding tariffs. The Canadians are the largest purchasers, 
man for man, that the United States has. The Canadians resemble the people of the 
United States more than any other people, and thev may lie termed a “corresjxmding 
people.” It is a mistake to think that trade relations can be established with a 
dissimilar people as readily as with a corresponding people. The business of the 
United States must be carried on to a large extent with those countries that are pro¬ 
ducing much the same goods that the United States produces, under different 
conditions. This is proven by the fact that internal or interstate trade between the 
States of New York, Pennsylvania, Ohio, and Massachusetts is probably more than 
equal in volume to the entire export and import trade of the United States. When 
the witness was in the Pacific Mail Service, the steamer on which he ran carried all 
the imports for Colima, in Mexico, a city of 100,000 inhabitants, and it only amounted 
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to about one freight-car load a month, In Cauada the market is already established, 
and the people are willing to purchase of the United States rather than of anybody 
elae. The people of the United States do not realize that this trade with Canada 
gives employment to every department of American industry from the time of 
taking the materials from the mines and the fields to the time when they leave the 
workshop in a finished state, ready for consumption. This trade is infinitely better 
than mere mining and agriculture, because it represents vastly more employment to 
American labor and capital. 

The trade conditions with Canada are eminently satisfactory, but the difficulty is 
that they are not likely to continue so, unless we are prepared to do something 
toward meeting the wishes of Canada in the way of giving her a market for what 
she has to sell. If we make a treaty with Canada which is satisfactory to her, and 
which gives her a market here, we shall have a clutch on the Canadian people which 
they will not care to break. The United States must make concessions in the duties 
on fish, lumber, and coal. Agricultural products are relatively a small matter. We 
sell Canada $19,000,000 worth, while Canada sells the United States only $2,000,000 
or $3,000,000 worth of them. A proper reciprocity treaty would increase the trade 
on both sides, and would be very desirable. The United States would have more 
to gain than Canada, and should make overtures to Canada for reciprocity. This is 
one of those arrangements which should l>e made while the opportunity exists. 
(713, 715, 718.) 

2. (Jriwute American policy toward Canada .— Mr. IIowes declares that the United 
States made a very fatal diplomatic error and raised a resentment against them when, 
by the high duties on foreign goods, they practically shut out Canadian products. 
We thereby forced the Canadian prime minister to adopt a national policy and to 
endeavor to build up manufacturing industries in Canada. Canada is now inde¬ 
pendent of the United States, so far as the market for her products is concerned. 
The United States see in Canada their best market. Canada sees nothing here that 
is seriously necessary to her welfare. The tendency has been, and is, to drive Can¬ 
ada away from us, and it may be that by the “ federated Empire of England and her 
colonial dependencies ” the tariff on goods entering Canada from all British terri¬ 
tory will lie swept away entirely, ami the United States will have practically no 
market at all in Canada. The United States can not afford to lose this market. 
(716-717.) 

3. Extent of Canadian trade.— Mr. Howes says that last year (1900) the Canadians 
purchased of the United States $17.50 per capita, which was much more than the 
people of any other country bought. The United Kingdom came next, with per 
capita purchases of $13.25. With Germany, the per capita trade was about $5; 
with Argentina, $3; Mexico, $2.65; France, $2.15; Italy, $1.10; Japan, 70 cents; 
Brazil, 00 cents. The 6,000,000 people in Canada purchased more of the United 
States last year than the 60,000,000 people who live on the American continent south 
of the Rio Grande. Moreover, the Canadians purchased the goods that the United 
States most desired to sell. An itemized statement, showing the relative balance of 
trade of the United States with Canada, shows a very large balance in favor of the 
United States on a large list of manufactured mining and agricultural products. Taking 
the Canadian classification of the trade for the year 1896, the net result is as follows: 


Products of— 

Purchusei 

$7,438,000 
3,302,000 
13,528,000 
3,341,000 
3,233,000 i 
2,631,000 j 

Sales. 

$9,222,000 

322,000 

2,732,000 

2,308,000 

10,124,000 

28,184,000 






Total. 

34,373,000 j 

52,892,000 


For the year 1900 the trade was as lollows, viz: 


Products of— 

i Purchases. 

j Sales. 


$23,700,000 

3,689,000 

12,805,000 

5,326,000 

2.041,000 

4,857,000 

sill 

rX *OCQO»'j— 




Agriculture. 

Total. 

52,418,000 1101,146,000 
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In other words, the sales to Canada by the United States of manufactured wares 
for the year 1900 were more than $10 per capita of her people, and were as much of 
the manufactures as the United States sold to the entire world in 1870, and about one- 
sixth as much as they sold to the entire world in 1900. (713-715.) 

4. Coal trade with Canada.— Mr. Howes says that the trade in bituminous coal 
between Canada and the United States is about an even exchange. It is largely a 
question of geographical location. The Canadians have not developed coal mines to 
any extent in the interior regions, but have excellent coal mines in Nova Scotia in 
the extreme east and British Columbia in the extreme west. The United States have 
no bituminous coal mines at either extreme, but have them very largely in the center 
of the country. The United States supplies Canada with bituminous coal from a point 
alwut 150 miles west of Montreal, nearly to the Kocky Mountains. On the Pacific 
coast of the United States the coal supply comes from Canada or New South Wales. 
In New England the bituminous coal now, under the protective duty, comes chiefly 
from western Maryland and West Virginia. The cost of mining the coal in those two 
States is substantially the same as in Nova Scotia, but the railroad haul from thereto 
tidewater is about $1.25 a ten, and this advances the price of the coal just that much. 
The mines in Nova Scotia are practically on the seaboard. The natural source of 
supply of New England is Nova Scotia, and inasmuch as the United States supplies 
the deficiencies in central Canada, and Canada supplies the deficiencies in the eastern 
and western extremes of the United States, reciprocal relations should be established 
for the benefit of both countries. When the United States places a duty on bitumi¬ 
nous coal Canada does the same, and when the United States takes this duty off 
Canada likewise removes it. The coal interests of Maryland and West Virginia are 
exceedingly strong, however, and they naturally object to the removal of the duty, 
which would have the effect of threatening their New England market, (714-717.) 

5. The lumber tillered.-- Mr. Howes says that the lumber interest in the United 
States is one of the strongest in opposition to reciprocal trade relations with Canada. 
The market for lumber is largely in the New England and Middle States. It isa long 
haul from Minnesota and Wisconsin and is a short haul from Canada. The hard 
pine lumber from the Southern States also requires a long haul. The New England 
interests naturally turn toward Canada as the place to buy lumber. She thinks she 
should have the right to go to Canada for her lumber supply. If Canada is ever to 
be made a part of the United States, it must be by drawing the Canadians to the 
United States through trade relations. The witness does not believe there would be 
any difficulty in making a treaty on the ground of equivalent concessions without 
regard to the special products it it were not for the lumber interests. (717-718.) 

<). Differential tariff of Canada with Great Britain. —Mr. Howes says that about 4 
years ago Canada proposed, by act of Parliament, to grant to any other country that 
would give to Canadian products what Canada considered equivalent tariff conditions, 
a concession of 12£ j>er cent in the duty then existing, to be increased the next year to 
25 per cent. At that time there was no country prepared to take advantage of this 
offer, except Great Britain, for the reason that Great Britain charges practically no 
duty on any Canadian product, except whisky. In consequence of treaties with 
England, Belgium and Germany received this benefit for a short time, but at present 
England is the only country which enjoys it. The differential lias been increased to 
33J per cent, so that American goods entering Canada pay 50 per cent higher duty 
than is paid by corresponding English goods. In spite of this differential, however, 
which amounts to aliout $10 on a shipment of $100 worth of goods, American manu¬ 
factures have entered Canada and in very many departments of trade have driven 
out the English manufactures. England, however, still has the bulk of the trade in 
cotton manufactures. It is so much easier for the Canadians to get to the American 
markets than to the English market. Orders can be transmitted in 24 hours, and 
exeeuted in 48 or 50 hours, and if there is any question about the goods, the differ¬ 
ences can be easily settled. Moreover, the goods manufactured in the United States 
are more to the Canadian taste than the English goods. The Canadians are more 
nearly like the people of the United States than they are like the English, and they 
favor the American styles more generally than they do the English. 

This differential tariff was very likely initiated for the purpose of forcing a reci¬ 
procity treaty with the United States, but it has now obtained such headway that it 
is working out its results on its ow T n ground. Under this differential tariff policy, 
Canada has a tremendous market in England. Their sales there last year amounted 
to $107,000,000 in value, and will increase greatly in the future. (716-718.) 

7. Fisheries:—Mr. Howes testifies that the Gloucester fisheries have been held up 
as the “nursery of the Navy.” The fact is, however, they have ceased to be an 
American industry. American capital is invested in these fisheries and certain 
American officers are employed on the fishing vessels. The larger part of those 
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engaged in the fishing industry are from Nova Scotia, New Brunswick, and Portu¬ 
gal, and are not American citizens. None of them, with the possible exception of 
some of the Portuguese, will ever become American citizens. Out of 50 or 60 men 
who lost their lives in the fishing industry last year, not more than 3, possibly only 
2, were American, and they were captains of American vessels. During the Spanish 
war the United States Government sent down 2 battle ships or cruisers to Gloucester 
to get as many enlistments as possible. They stayed there nearly all the time of the 
war and enlisted a little over 300 men, or about, one-half as many as would be neces¬ 
sary to arm one battle ship. Boston is not the “nursery of the Navy” and never 
claimed to be, and yet she enlisted some 1,700 men during the same time. The 
American does not like the fishing business. (717.) 

B. Grain ele valors and Inspection— Speculation.—!. Minnesota law as 
to elevators and grain insfiect ion.—Mr. Teisberg, secretary of the State railroad and 
warehouse commission of Minnesota, says that the legislature of 1885 passed an 
elevator law applying to the terminal points St. Paul, Minneapolis, and Duluth. It 
was based largely upon the Illinois law, but contained an improvement in that it put 
the weighing of gram as well as the inspection of it under State control. It was soon 
found that it was more profitable to do business as a private elevator than as a public 
elevator, especially at Minneapolis. A public elevator must take out a license from 
the commission and furnish a bond. They evade the law by not mixing, as they 
claim, the grain of different owners. 1 n a public house the grain of different owners, 
of the same grade, may l>e mixed; in the private elevators at these terminal points 
it can not be. So the elevator owners themselves buy the grain, or grain dealers 
have their own bins in certain elevators. There are about 30 elevators in Minne¬ 
apolis and only 6 are licensed public elevators. At Duluth, and also, by an arrange¬ 
ment with the authorities of Wisconsin, at Superior, all the large elevators are public 
licensed elevators, doing business under the laws of Minnesota. 

The State railroad and warehouse commission appoints a chief grain inspector who 
has charge of all inspection. He appoints a chief deputy at each terminal point, and 
as many deputy inspectors as necessity requires. The chief inspector’s salary is 
$3,000 a year; the salary of the deputy inspectors is $115 a month, and they are 
employed the year round. From 1889 to 1899 the place of chief grain inspector was 
held by one man, who managed the department admirably on a civil-service exami¬ 
nation basis. During that period grain shipped from Duluth by vessel to Buffalo or 
New York was sold on the Duluth certificate without being seen by the buyer at all. 
In 1899, as the result of a political revolution, a new chief inspector was appointed, 
and he made an almost complete change of subordinates. For the time being, at 
least, the confidence of grain dealers in other States in the accuracy of the Duluth 
inspection was diminished. 

When an inspector grades wheat his sample is generally kept for the office. The 
commission man’s representative also looks at the car and takes a sample. If, in his 
judgment, the grain W- not been graded high enough, lie makes an appeal to the 
chief deputy inspector. The chief deputy passes on the samples taken by both par¬ 
ties and either sustains or changes the graue. If either party is dissatisfied, there is 
a further appeal to a board of appeals, consisting of three practical grain men at 
Minneapolis and three others at Duluth. From their decision there is no appeal 

There is a fee of 25 cents a carload for inspection and another 25 cents a carload 
for weighing. For inspecting and weighing out to vessels, 50 cents a thousand 
bushels is charged. These fees give revenue enough to pay the employees cf the 
department. (367, 369.) 

2. Mixing of grain.— Mr. Teisberg says that at Duluth all the largo elevators are 
public licensed'elevators, in which the mixing of grain of different grades is prohib¬ 
ited. All the grain of a given grade-good, poor, and medium—goes in together, 
and the result is a fair average of the grade. In Minneapolis, on the other hand, the 
elevators are mostly private elevators, and the owner can buy a car of good No. 2 
and a car of good No. 1, or possibly two ears of good No. 1 to one car of fair No. 2, 
and mix them together and possibly make the mixture No. 1. There is often trou¬ 
ble when grain goes from Minneapolis, out of these mixing houses, to Duluth. A 
carload of grain, which in Minneapolis has been graded out as No. 1, is often called 
No. 2 at Duluth. The Minneapolis grades are likely to be the very least that can be 
brought within the classification, because of this mixing process. A great deal of 
the mixing, however, is done for millers for local consumption. The millers, in 
order to got the best results, want a certain mixture, which is, perhaps, a secret with 
them. They instruct their men what to mix and how to mix it. At Minneapolis, 
in consequence of the use of private elevators and the mixing system, grain is very 
laigely sold by sample. Mr. Teisberg believes that this is rather advantageous to 
the producer. The farmer who has an off-grade grain that could not come into a 
public elevator has a chance to dispose of it. A farmer who raises gilt-edge grain 
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rate a premium above the regular grade price. At Duluth he would get the grade 
price and no more. The mixing system and the sample system are not really advan¬ 
tageous to an elevator man. Duluth grades are held in the world’s markets much 
higher than Minneapolis grades. Indeed, Mr. Teisberg thinks that Eastern buyers, 
us a rule, will not take Minneapolis grades, because they are mixed to the lowest pos¬ 
sible point. (307, 369.) 

3. Elevator combination in Minnesota.— Mr. Teisbero, secretary of the State Railroad 
and Warehouse Commission of Minnesota, has no knowledge of an elevator com¬ 
bine nor of any consultation to fix the price of grain. At the close of the business 
day the quotations of the last sales are noted, and the line elevators send that 
information to their agents. If an independent elevator wants that quotation he 
must make arrangements with a commission man to send it to him by wire or mail. 
The price paid to the fanner each day is doubtless based on the market price of the 
preceding day. (370,371.) 


4 . 

and 


Relation of elevators and railroads.—Mr. Teisbero, secretary of the State Railroad 
Warehouse Commission of Minnesota, has no knowledge of any combination 
between railroads and elevator companies, but be sometimes sus|iecta a community 
of interest between them. He does not know, however, of any rebates being given 
by railroads to elevator companies. lie lias heard rumors of such things, but be lias 
never been able to verify them during his 15 years of official experience. (371, 


014 .) 

5. Independent elevators in the Northwest—Nr. Teisberg says that before the estab¬ 
lishment of the Railroad and Warehouse Commission, in 1885 or 1887, the country 
elevator business was done almost, exclusively by what are called line elevators— 
that is, companies having offices at Minneapolis or Duluth had a line of elevators on 
one or two railroads. The farmer could not get a car to ship his own grain. The 
railway companies put every obstacle in the way of such a movement and in the 
way ot independent buyers. But Minnesota has passed laws which give any person 
who wants to put up an elevator a right to obtain a place for it on the railroad right 
of way, if there is room for it, under the power of eminent domain, in just the same 
way that the railroad can obtain its right of way. A law passed in 1885 gave every 
applicant a right to a site on payment of an annual rental of $1, but that was thrown 
out by the State supreme court on the ground that it did not provide for due com¬ 
pensation. The present law was passed in 1898. The legislature of 1898 also passed 
a law requiring railroads to build side tracks or spur tracks to (‘levators of a certain 
capacity, and to mills on sites adjacent to the right of way if the railroad company 
has refused the applicant room for an elevator at its way station. The applicant 
must pay the cost of grading and constructing the road, and if the terms can not be 
agreed on an appeal may be made to the commission. 

The law' of tlie State also prohibits the pooling of the business of country elevators. 
Of course, as a matter of fact, they generally pay the same prices, and the amount of 
business done by each depends largely upon the character of the man in charge, his 
standing in the community, and his reputation for honesty and fair dealing. 

The producer has also a right to demand a ear on the side track of the railroad and 
to have 24 hours in which to load it without demurrage. That makes the producer 
independent of the local elevator combine, if there is such a thing. He can ship his 
own grain and save handling charges, which are usually about 2 cents a bushel at a 
local elevator. 

Mr. Teisberg asserts, however, that the former policy of the railroads, of permitting 
only line elevators upon their roads, has been w'nollv reversed. There is a farmers' 
cooperative elevator or some independent elevator of that character at almost every 
station in Minnesota. Mr. Teisberg believes that the railroads are not disposed to 
embarrass producers and independent shippers by denying them cars or otherwise. 
It is true that it is sometimes impossible to obtain cars, but that is not through the 
desire of the railroads. The grain is marketed within about 8 months, and when 
the crop is large the capacity of the railroads and of the terminal elevators is over¬ 
taxed. Mr. Teisberg believes that if a producer himself desires to ship his grain the 
railroad company would stretch a point and give him a car in preference to the 
elevator man. He believes that the farmers’ elevators receive the same treatment 
from railroad companies as line elevators. (867, 870-372.) 

6. peculation, effect on farmers.— Mr. Teisberg, secretary of the State Railroad and 
Warehouse Commission of Minnesota, has no opinion to express on the effect of 
speculation on the prices paid to farmers. At the time of the Leiter wheat deal lie 
knew of one man wno had three years’ crops in his granary and sold the whole for 
$1.45 a bushel at the local station. It ought not to nave been worth over 85 cents. 
That was a good speculation. Ordinarily, Mr. Teisberg is assured by men who are 
intelligent and who farm on a large scale, it does no f pay a farmer to hold his grain. 
The large farmers usually sell at once, even if they buy futures. (372.) 
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€. Industrial and agricultural conditions of the Pacific coast 

(see also Nicaragua Caned , p. clxxxii; Oriental trade, p. clxxxii).— 1. Generally.— Mr. 
Wheeler, of the San Francisco Board of Trade, thinks that the industrial condition 
of California and the Pacific coast is generally good. Attention has been drawn to 
the resources of the country through the Spanish-American war. The passage of 
trooja through San Francisco has been an education to them as to the possibilities 
of the coast, while the newspaper reports of the movement of troops have also adver¬ 
tised California. The effect of this advertising has been shown through the winter 
of 1900-1901 by a great increase in tourist traveling, which has been further facili¬ 
tated by the prosperity of the country. People going about the State as tourists go 
back and talk about the country and many of them afterwards return or make invest¬ 
ments. The Southern Pacific Company has also made an effort to bring in settlers 
and has introduced a special colonist rate of $25 from the Missouri River to any 
point in California. (754.) 

2. Manufactures on the. Pacific coast.—Mr. W^ieeleii says that the local manufactures 
in Sun Francisco and other California cities are chiefly those of clothing and woolen 
goods, boots and shoes, cigars, shot, cartridges, lead pipe, sheet lead, mining and 
milling machinery, harvesting and agricultural implements, wagons and carriages. 
Bar iron and steel are also manufactured, as well as wire and wire cables and nails. 
At present, however, the iron and steel business is not in an altogether healthy con¬ 
dition. Formerly a good many nails were manufactured on the coast, but the plants 
were bought up by the American Steel and Wire Company and the nail part of the 
works was closed, because goods could be produced more cheaply in the Fast. 

Hitherto, continues the witness, manufactures on the Pacific coast have been 
greatly hampered by the expensiveness of fuel. But this difficulty is being avoided 
in large measure by the development of electrical power and of oil wells. There is 
an inexhaustible supply of oil, and it is now being introduced into the factories and 
furnaces. Three and a half barrels of petroleum are said to be equal to one ton of 
coal. Ultimately the oil from southern California will Ik* piped to San Francisco and 
the northern part of the State. Electrical power is also living generated by the 
streams of the Sierra Nevada and conveyed thence by wire at a low cost. This will 
become an important factor in running small factories. There is also good coal on 
the Pacific coast, though it is expensive. The Southern Pacific Company gets its 
supplv of coal near Tacoma at Carbonado, and it lias coal vessels running regularly 
from Tacoma to San Francisco and Los Angeles carrying coal for use on the railroads. 
(752,753;) 

3. Fruit, wine, and raisin industries on the Pacific coast. —Mr. W heeler looks upon 
the canning of fruit as a form of manufacture. He says that the canning industry in 
California is a very large one. The season for fruit canning is short, but occurs 
fortunately at a time when the labor of boys and girls can lx* obtained in the school 
vacation. Canned goods for export are sent around from San Francisco in clipper 
sailing vessels, while the Eastern markets are supplied chiefly by rail, the railroads 
making rates which recognize the poasibility of water competition. 

Mr. Wheeler says also that the manufacture of wine is an important industry in 
California and that wineries are quite general throughout the grape growing dis¬ 
tricts. The industry is now quite profitable, though it was not until recently. The 
witness understands that a great deal of wine is shipped from California to France 
and thence sent back to this country again. 

Mr. Wheeler says also that the raisin industry has become a very important one. 
Recently there has I teen established a form of cooperative distribution of the raisin 
crop, and the same is true as regards prunes. The farmers, instead of competing 
with one another to a ruinous extent, have established one central agency for market¬ 
ing their product and are very generally satisfied with the results. Wliether there 
is an export trade in raisins, the witness is not familiar, but he says that the trade in 
Eastern markets is good, the railroads making rates which recognize the possibility 
of competition by water. (754,755.) 

4. Cooperation among California fruit shippers.— Mr. Stubbs, of the Southern Pacific 
Company, thinks that the efforts of the California fruit growers and others to cooper¬ 
ate in the marketing of their product have been very beneficial to them. The sys¬ 
tem has worked well in the raisin business. There has been less accomplished in 
the case of other deciduous fruits. It is difficult to get several thousand farmers to 
agree together and to trust any individual with their business. There is an organi¬ 
zation among orange growers, and the witness thinks that even more effective organ¬ 
ization in handling oranges and green fruit generally is desirable. The distribution 
of fruit ought to be under one head, so that no more will be sent to a given market 
than there is demand for. When everybody ships as he pleases, markets are often 
overstocked and prices ruined. (7<>8.) 
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5. Condition of agriculture in California— Mr. Wheeler says that generally speak¬ 
ing the farmers of California are prosperous; as prosperous as those in any other 
section. They are very largely dependent upon the rains, and during 1901 they have 
been well favored in that respect. (755.) 

D. Manufactures and agriculture in Colorado.— Mr. Griffith, repre¬ 
senting the Denver Chamber of Commerce, savs that manufactures have not devel¬ 
oped much in Colorado, partly because of the high rates of freight on raw materials 
from the East, and partly because of the high coat of labor and other expenses. 
There are cotton mills in operation at Denver. The witness believes that they failed 
once, but whether on account of bad management or of unsatisfactory freight rates 
he does not know. He thinks they are now operating successfully. (857.) 

Irrigation in Colorado— Mr. Griffith says tnat irrigation by private initiative in 
Colorado has proved very advantageous, and has resulted in the production of 
splendid crops. He believes that the State or the nation should take up the subject, 
and says there is a general feeling in favor of such action in Colorado. The witness 
refers especially to the Rocky Ford district, where a great sugar-beet industry has 
been developed. Jt. is claimed that the beets contain more saccharine than those 
raised anywhere else. There are now 3 beet-sugar factories running and another 
is being constructed. It is said that if reservoirs were created in the mountains, by 
blocking up the gulleys, a very considerable proportion of the arid lands of the State 
could be irrigated. A great deal of wheat, potatoes, hay, and fruit is being raised 
under irrigation. (858.) 

E. Export and domestic trade In coal.— Mr. Fleming, of the Anthracite 
Coal Operator’s Association says that there is practically no anthracite coal exported 
to Europe. The Canadian market for anthracite is large. Soft coal has been going 
abroad to a considerable extent; during the year 1900 the amount exported being 
nearly 100,000,000 tons. There was practically no export trade before. The witness 
believes that there is going to be a great future for the export trade through southern 
Europe, Spain and Italy producing no coal. They have hitherto imported chiefly 
from England, with small quantities from Belgium and Germany. (540,541.) 

Mr. McLeod says that while he was president of the Reading Railroad he had a 
thorough investigation made as to the possibility of foreign trade in anthracite coal, 
lie believes that the cost of mining with the added freight will entirely prohibit 
such trade abroad. We have a considerable trade with Canada. (507.) 

Mr. M arkiiam says that there is very little export of coal from the Southern States, 
the only development being in the consumption of coal by the Southern towns. 
There has been a little export from Pensacola and Mobile to the West Indies, but 
none from New Orleans. A few years ago coal could be shipped into Mexico from 
Wales cheaper than it could be from the Southern States, but since that time, with 
the development of the railway system of the Southern States, the cost per unit of 
traffic has been greatly decreased. (433-434.) 

Mr. Anderson, secretary of the Chamber of Commerce of Pitttsburg, says that he 
knows of a firm that sent 2 cargoes of coal to London in 1900, sent special agents to 
look after it, gave away many tons to introduce it, and yet after all the extraordinary 
expense netted 25 cents a ton more than they could have got for the coal in this 
country. (043.) 

Coal trade of New Orleans and the South (see also Mississippi River Transportation , 
p. clxxxiv).— Mr. Bryant states that nearly all the coal used at New Orleans comes 
down from Pittsburg on barges. The freight rate is 75 cents per ton. Coal can only 
be brought down from Pittsburg when there is a rise in the Upper Ohio. Sometimes 
during low water New Orleans runs out of coal. Coal consumption has very largely 
increased at New Orleans on account of the war with the Boers, which has increased 
the number of steamships coming to New Orleans. 

F. Commission and Jobbing business—Elimination of Jobber.— 

Mr. Langley, of the Merchants’ Association of New York, says that the commission 
man is a third party that does not invest his capital directly in the business, nor does 
he carry an extensive stock of goods. He has accounts with certain mills and to a 
certain extent is their selling agent. The jobber, on the other hand, buys his goods 
outright assumes whatever loss there may be in conducting ordinary business, and is 
under the expense of maintaining a store and having his capital tied up. In the 
commission business it is possible to ship from the mill to the buyer in Central or 
Western territory direct, there being only one haul and one expense of freight rates. 
With the iobber there are two hauls. The witness does not think it would be to the 
interest, of the railroads to foster the jobbing trade, although it might look so on the 
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surface, because the railroads favor large shipments and large shippers. The rail¬ 
roads are assisting the industrial combinations which manufacture and ship direct to 
the consumer, and are thus working against the interest of the jobbers. The increase 
in the Southern classification in respect of carload and less than carload lots is directly 
in line with tins tendency, and the effect on New York as a distributing center has 
been to reduce the number of jobbing houses from 28 to 4. 

The ultimate' effect will likely be to eliminate the jobber as a factor in commercial 
affairs and to lessen the importance commercially of many of the large centers of 
trade. It means a closer connection between the producer and the consumer, and 
tends toward economy. The department store, the introduction of trolley lines, the 
maintenance by the department stores of their free-delivery system, and the mail¬ 
order system have had a great effect in eliminating the jobber. The elimination of 
the jobber from business has been caused somewhat, perhaps, by the tariff shutting 
out foreign importations. The jobber formerly represented foreign houses in this 
country. Some of the large department stores, as Siegel Cooper & Co., Wanamaker, 
and others, take the entire product of mills and dispose of it without the interposition 
of either the jobber or the commission man. (871-872.) 

G. Alleged dUerlinimition in Government contracts.— Mr. Wheeler 
says that the jobbers of San Francisco consider that they have a grievance as to the 
action of the Government in buying supplies for the army in the Philippines. He 
understands that practically all clothing is purchased and stored in Philadelphia. 
Camp equipment is stored at Jefferson ville, Ind. Contracts are ad vertised for the deliv¬ 
ery of goods to these places and other similar Eastern points. These goods are thenee 
shipped through San Francisco to the Philippines, and the Ran Francisco bidders are 
barred from any opportunity for comj)eling for the contracts, even though they are at 
the very gateway of the Philippine traffic. The San Francisco dealers do not ask for a 
monopoly, but desire that the Government shall call for bids for the delivery of goods 
at San Francisco. This will give the jobbers there a chance to make bids without 
barring out those from Chicago and other Eastern cities. The Government could 
establish storehouses at San Francisco and maintain stocks of supplies there. The 
witness thinks it would be a proper subject of Congressional inquiry to ascertain why 
one section of the United States is discriminated against in the letting of these con¬ 
tracts. (756.) 

H. Panics.— Mr. Greene, of the Audit Company of New York, points out that 
panics do not affect manufacturers and general business as soon as they do specu¬ 
lators. Panics are financial in the first, case. The manufacturers of the country 
suffered most in 1896 and 1897, not in 1898. The witness thinks that industrial com¬ 
binations, by preventing overproduction and by building up export trade, especially 
through the aid of low export freight rates, will do much to check panics in the 
future. (482,487.) 

I. Discriminating turillon goods carried In bond.— Professor Ripley 
says that a discriminating tariff against all goods carried in bond would have the 
result of prostrating practically every industry in New England. It would he one of 
the greatest disasters for New England which could happen if its shippers should be 
deprived of the advantage which they now have of shipment, over Canadian lines, as 
they now suffer from the disadvantage of being far from raw materials and distant 
from the great centers of population and wealth. (290.) 

J. Southern Pacific Company in politics.— Mr. Wheeler says that here¬ 
tofore the Southern Pacific Company has been exceedingly active in California pol¬ 
itics. There has been no State or local features which it has not tried to grab. The 
company states that the new administration under the presidency of Mr. Hayes will 
abandon this policy. (754.) 

K. San Francisco Board of Trade.— Mr. Wheeler, a member of the San 
Francisco Board of Trade, says that this body is an association of wholesale mer¬ 
chants who make use of it exclusively for the purpose of economies in the settlement 
of bankrupt estates. By joining together more is saved in the administration of an 
estate for the benefit of creditors than would otherwise be the case. (743.) 

L. Michigan Alkali Company.— Mr. Bacon, freight manager of the Mich¬ 
igan Alkali Company, says that this is a strictly “family corporation.” The manu¬ 
facture^! its principal products is based on salt, of which there is a stratum over 300 
feet thick on its property. The company employs about 2,000 men, and over 80 per 
cent of the cost of its product goes for labor. About an eighth or a tenth of the lafwr 
employed is skilled. The wages of common labor are $1.50 per day and of skilled 
labor from 25 cents to 60 cents an hour. 
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The company consumes daily 700 tons of coal, TOO tone of coke, and 700 tone of 
limestone; 500 tons of finished material are produced, consisting of soda ash bicar¬ 
bonate of soda (baking soda), caustic soda, and Portland cement. The principal 
buyers of heavy soda ash are the glass factories of Pennsylvania and Indiana, andof 
light soda ash soap factories. There are only 3 other establishments engaged in 
this industry—at Syracuse, N. Y., Saltville, Va., and Delray, near Detroit. 

The manufacture of these products is protected by the tariff. Formerly in the 
absence of protection there was a very narrow margin of profit. English ash was 
laid down in the interior of this country at about what was considered the actual cost 
of manufacture here. The competition between the factories in this country is active 
but. not. ruinous. (72,79,80,85.) ’ 


M. American money —Mr. Schiff, banker, says that the large amount of 
American money in existence to-day lias been partly taken out of the earth in gold 
and stiver. Partly it has been created by the creation of wealth. Tfie bank note 
represents wealth, and for this reason the Government circulation is not justified 
because the Government does not produce anything and should not be the maker of 
the vehicle of wealth circulation. That function belongs to the banks. (777.) 
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COMMISSION. 


TRANSPORTATION!. 


Atlanta, Ga., March 21, 1900. 

TESTIMONY OF MR. SAMUEL C. DUNLAP. 

General manager, Cornelia and Telhdah Falls Railroad , <lainemlle, Ga. 

The subcommission of the United States Industrial Commiasion met at the Kim¬ 
ball House at 9 a. m., Senator Kyle presiding. Mr. Samuel 0. Dunlap, general man¬ 
ager of the Cornelia and Tallulah Falls Railroad, Gainesville, Ga., was introduced as 
a witness at 10.40 a. m., and, being duly sworn, testified as follows: 

Q. (By Senator Kyle.) You may give your name, post-office address, and voca¬ 
tion.—A. Samuel (’. Dunlap, Gainesville, Ga. 

Q (By Representative Livingston.) You are connected with railroad enterprises 
of the State?—A. For the present I have some connection, sir. I have two local 
roads under my supervision. 

Q. (Interrupting.) What is the condition of the railroads in Georgia and the 
South generally, financially?—A. 1 want to state first that I have two small roads 
under inv management. One is t>5 miles and the other is 20 miles long. I am 
receiver for the first road, running from Gainesville to Social Circle—the Gaines¬ 
ville, Jefferson and Southern—appointed by the superior court, and though I am 
general manager of the Tallulah Falls Railway, running from Cornelia to Tallulah 
Falls, I am not an original railroad man. I have been a lawyer most of my life, up 
to a 1 )out 1893, when 1 was appointed United States marshal. 1 went from that to the 
receivership of that road, and T have been managing it since. As far as I know 
about the financial conditions of the roads, one of my roads is insolvent, and the 
other has not got any money. As to the larger systems, I think they are all pros¬ 
perous. 

Q. (By Senator Kyle.) You do not think that represents the condition of all 
roads in the South?—A. No, sir; I think the railroads are making money now, all of 
them. 

Q. (By Representative Livingston.) How are the railroads controlled in this 
country, simply by the board of directors, or by railroad commissions, or jointly?— 
A. I did not catch that question. 

Q. IIow are passenger rates and everything fixed; by railroad commission?—A. 
Well, the railroad commission make rates, and I believe the roads conform to the 
particular commission. The railroads have an association, the Southern Freight 
Association, of which Mr. Parrott is the chairman. They regulate this through it to 
some extent. I am not a member of that association. 

Q. Your roads aro not included?—A. I conform generally to the rules, but I am 
not, a member. Being a court officer I did not care to hamper myself with any out¬ 
side regulations. I have a connection with the Southern Railroad at Gainesville, 
with the Seaboard Air Line at Winder, and with the Georgia at Social Circle, which 
is leased now to the Louisville and Nashville and the Coast Line. All those systems 
are friendly with me. I give them business and get business from them. On the 
little Tt'lulah road here I depended entirely upon the Southern for all my through 
business. 

Q. The reason why you were subpoenaed is that you are controlling independent lines 
that were supposed to be entirely outside of these associations and combinations. 
We hear complaints of the roads giving advantages to terminal points, and we will be 
pleased to have you say to the commission what there is in this complaint about long 
16a-1 1 
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and short hauls.—A. Well, I do not do much interstate business, and my business is 
mostly local. While I am Independent in one sense. I am dependent in another. 
The little local roads would not do much without the friendship and assistance of the 
big lines. They could crush them out, if they had a mind to, without any effort, so 
I getalong the "best I can and do all the business I can. As to the long and short 
haul business here, that question could be better answered by some of these long 
lines. 

Q. What is the discrimination on your line between two points, Social Circle and 
Gainesville, suppose you stop off for some freight at Monroe from Social Circle, and 
the rest of the freight you haul from Social Circle to Gainesville.. How do you pro¬ 
rate your freights in that way, on your line?—A. We have local schedules, and Social 
Circle is a common point; Winder is a common point, and Gainesville is a common 
point. There we have competition, and the rate is a little lower than at the inter¬ 
mediate points. At these common points I get all I can. 

Q. Now, provided that freight was going to Augusta, you really compete with the 
Southern Railroad, and if you can, you cut the freight rate there and take it across 
to Social Circle? Do you make any trade about or anything of that kind?—A. No, 
sir; I do not cut the rates. There is a law against cutting rates, and I am a court 
officer and a law-abiding man, and 1 don’t cut rates. I try to get it by various other 
arguments, but I do not cut rates. I can not cut the rate without the support of one 
of the main lines. 

Q. Well, then, the independent roads in tho State are pretty much like yours, if 
there are others; they are dej)endent largely for favors on the main trunk line?—A. 
Yes; the day, it seems to me, for short lines has gone. There isn’t one of them in 
the State, which I know anything about, that can live without the assistance and 
friendship and support of one or the other of the large systems. 

Q. That practically, then, shuts out railroad building except by trunk lines?—A. 
Well, when we first passed the Georgia commission law I think that that killed the 
little roads. The 10-mile road was forced to haul passengers and freight at the same 
rates as the big trunk lines, and it could not live. 

Q. Did they make no discrimination in your favor?—A. Well, the Tallulah Falls 
road is so short and so poor that they do. I get 5 cents a mile up there for passen¬ 
gers, and a little more for freight, but on the Gainesville, Jefferson and Southern 
road I charge tho same that is charged by the Southern, 3 cents a mile for passen¬ 
gers, and the same rates of freight, and there isn't enough business. The population 
is too sparse, and freight is too little. There isn’t business enough, unless you have 
a mineral road or some road that, has an extraordinary advantage. 

Q. You think the commission, then, works a hardship on independent short lines?— 
A. I think it forced them to eonbine with the long lines. 

Q. In other words, it gives the main trunk lines the advantage, and consequently 
they usually absorb them?—A. All the advantages; yes. 

Q. (By Mr. Ratchfokd.) You say you^charge the same rate of freight on one of 
your roads that the Southern charges. ‘What is that rate?—A. I have got no rate 
sheets here, and I am not an expert on rates. Any freight agent can give you that. 

Q. You can not say whether it is 10 mills per’ton per mile, or 15 or 20?—A. I 
would rather not undertake to answer questions about detailed rates. 

Q. (By Mr. Smyth.) You said just now that you thought the main lines were 
making money and Were prosperous?—A. Yes; I think they are. 

Q. More so than a year ago at this time?—A. Yes. All the railroads now, that I 
know anything about, are filled up with business, and there has been a great scarcity 
of cars this season. 

Q. If that is so, what is the reason for the increase in freight rates that went into 
operation on the 10th of this month on the Southern system, Atlantic Coast Line, 
and Seaboard Air Line?—A. Well, I suppose that the railroads thought they ought 
to get a little advantage of the prosperity of the times. They were doing more 
business. 

Q. Making more money, and therefore thought they ought to make a little more?— 
A. Well, the railroads have been cutting down, down, down for 20 years, and have 
had to cut a great many things down to a point where there was nothing in it. 

Q. At the same time they are making much more money than a year ago?—A. A 
year ago they were pretty well broke. They have just got out of bankruptcy and 
started up, and I suppose now they want to make some money, and want to be in 
position- 

Q. (By Senator Ktle, interrupting.) That is, they have not been able to pay divi* 
dends on stocks, bonds, etc.?—A. Yes. 

Q. How are the roads stocked in proportion to the cost of the roads?—A. I can 
not very well answer that question. As you know, all these roads that have gone 
into reorj^anization—the Central, Southern, and the various lines—the stock has not 
ocen considered as worth anything. 
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Q. A great many roads over the country have complained in past years that they 
have not been able to make any money at all, but the roads have cost in many sec¬ 
tions of the country about $7,000 a mile, and they are bonded at about $42,000 or 
$43,000 a mile. It is pretty hard to make good dividends on stock, including the 
water?—A. Well, I do not know about that. 

Q. (By Mr. Smyth.) Do you know what the Southern system is capitalized at per 
mile in Georgia?—A. I do not. 

Q. Do you think there was a necessity for an increase of 5 per cent in freight 
rates?—A. Well, I think the business would bear it. I do not see why the railroads 
should not mako something in profit out of the business. 

Q. You said just now there was great scarcity of cars to haul tho business.—A. Yes. 

Q. So there is no lack of business being offered?—A. Noneat all. 

Q. The tonnage was a great deal greater than a year ago?—A. Yes. 

Q. Profits were a great deal greater than a year ago, as shown by the published 
receipts?—A. Yes. 

Q. What excuse is there for the increase in the rate of freight?—A. Well, I have 
increased my rate; I am not connected with the interstate lines. That would ho a 
ouestion more for Mr. Culp, Mr. Scott, or Spencer, or somebody else to answer. I 
do not belong to that freight association. 

Q. (By Senator Kylk.) What governs you in determining the freight and passen¬ 
ger rates?—A. Well, I am governed largely— 

Q. (Interrupting.) By what the business will l>ear?—A. No; the State of Georgia 
fixes tho passenger rate and freight rate. 

Q. You used that expression—what the business will bear?—A. They were far 
below commission rates, and I think they were probably trying to get up. I give 
that as an excuse for it. Now, take the cotton factory companies; you know we all 
want to build anything in the way of factories, and it was said for a long time that 
the railroads hail helped the factories because they were all infants anil weak, and 
had to be fed and nursed by the railroad and every other interest. They kept at 
that until the factories have put down all the cotton, and in all this vast section here 
we can not get any cotton to haul to the ports. I suppose the railroads, maybe, 
want to get something back out of the cotton companies—don’t know. 

Q. (By Mr. Smyth.) They get that same cotton in the shape of goods, do they 
not?—A. No; they don’t get nearly as much freight as out of cotton. 

Q. It is a better class of freight, not so inflammable?—A. Yes; cotton is easier 
lighted than anything. 

Q. There is danger from fire in cotton, is there not?—A. Tho insurance companies 
pay that. 

Q. (By Mr. Ratchfoud.) Don’t you think the finished article, including the ship¬ 
ment of machinery and materials for the construction of mills, will amount to about 
as much freight as raw material would?—A. I am in favor of it, but we give them 
reduced rates on machinery and material and everything else, and then they get a 
very low rate on their manufactured stuff, and they get advantages everywhere. 

Q. Is there increased passenger traffic as a result of the building of those cotton 
nulls m different communities?—A. Well, we all want cotton mills Built. I was try- 
mg to give an excuse for raising rates. 

Q. (By Mr. Smyth.) That is, that you think the traffic would bear it?—A. I said 
I supposed the railroads thought so. I will give you an instance: On my road over 
there at Monroe thero is a little cotton mill, and last year they sold 1,200 bales of 
goods cloth—to be exported to Shanghai, China. Those goods went out from 
Monroe to Shanghai for $1 a hundred. Mr. Johnson, general freight agent of the 
Georgia Railroad, made the rate and fixed it, and when I found out what it was 
going at, I found I was only getting 3 cents a hundred out of that business. 

Q. (By Mr. Ratchford.) Out of that dollar?—A. Out of that dollar. 

Q. (By Mr. Smyth.) For how long a distance?—A. I do not know how far it is to 
Shanghai. 

Q. About 3 cents?—A. I hauled it about 10 miles; but it came to Atlanta for 6 
cents. I got 3 and the Georgia Railroad got 3. That is all we got out of it. 

Q. How much did tho Southern get?—A. The Southern did not get it. As I 
understood, the railroads divided the 93 cents to San Francisco, and the balance, 7 
cents, went across the Pacific, and that is what took cotton goods out of the country. 

1 ^pjected to it. I did not want all my cotton business ruined. I would get out of 
cotton 12 cents, and I was only getting 3 out of manufactured stuff. I wrote Mr. 
Johnson and protested that he should not have made such a price as that without 
consulting me; and he wrote back and said that if I wanted to deprive the Walton 
mm of the privilege that all other mills were enjoying, I could do it; but he thought 
as a matter of policy I ought to let a little mill make somo money, too. 

a m? ^ ou ^PP 0 ? 6 ^at mill paid freight to China?—A. No; sold goods. 

< 4 . I hey are not interested in the rate of freight to China, are they?—A. No. 
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Q. That rate yras made in competition with the Suez Canal and tonnage across the 
Atlantic?—A. I can not speak as to that. 

Q. Don’t you suppose there are two ways to ship goods to China—over through 
tlic Suez Canal or across the continent to the Pacific—and the railroad made the rate 
in competition with them?—A. Well, I do not get enough out of the manufactured 
stuff to pay for handling it. 

Q. How many shipments of that kind have you made?—A. I shipjied 1,200 l>ales 
in that lot. 

Q. You do not know of any other shipments?—A. No; I do not know any others. 

Q. Only the one case?—A. Yes. I just mentioned that case as an illustration. 

Q. How do you quote shipments from that mill to New York?—A. J get my local 
rate!—about 6 cents. 

Q. (By Mr. Rattjifokd.) In receiving 3 cents for a 10-mile haul, is it not a fact, 
that von are paid proportionately higher than those other roads that handle goods?— 
A. Yes. 

Q. You admit you were paid proportionately higher than others, according to the 
distance hauled?—A. Yes. 

Q. (By Mr. Smyth.) You hauled 10 miles for 3 cents, and the Pacific Steamship 
Company hauled it 4,000 miles for 7 cents? * 

Q. (By Senator Kyle.) It was hauled from the mill across tlm continent here to 
the Pacific for 87 cents?—A. That is what I understood. 

Q. (By Representative Livingston.) What is the freight rate per hundred from 
Atlanta to New York on the manufactured stuff?—A. 1 think it is al>out 50 or <K) 
cents. I can not quote the rates. 

Q. Nearly as much as across the continent?—A. Yes. 

Q. (By Mr. Smyth.) Don’t you think that mill allowed the exporter the New 
York rate of freight, 50 or 60 cents?—A. I do not know how it was based or divided. 

Q. Were not those goods sold at that mill based on New York delivery, and the 
buyer received a bonus of 50 or 60 cents?—A. I can not answer that. 

Q. (By Senator Kyle.) You say you give very low rates on machinery brought 
into the country here. I)o you ever grant rebates?—A. Well, I do not know what 
the main lines do. On my road we have built two cotton factories, and we have 
given the manufacturer a two-thirds rate on the machinery and material for the 
mill. I think that has boon pretty generally followed in the State. I can not speak 
with certainty. 

Q. So you act in harmony with the main lines in doing that?—A. Yes. 

Q. Mutual understanding?—A. Yes. Well, I did that. 

Q. (By Representative Livingston.) Does the practice of granting rebates obtain 
in Georgia over these roads or not?—A. I think not, sir; no, sir. 

Q. rs there any discrimination between shippers that you know of?—A. None. 

Q. Large and small shippers?—A. No, sir; 1 think not; none that 1 have knowl¬ 
edge of. Of course I have seen something in the papers about these things, but I 
do not know anything about them, 

Q. (By Senator Kyi,e.) No violation of the interstate-ennimem* act?—A. No, sir; 
I do not suppose there is any of any consequence. 

Q. (By Mr. Smyth.) You talk about special rates on machinery. Do you know 
what the rates are?—A. I do not; I think the rate on machinen has been about 55 
cents a hundred. 

Q. That is the rule, is it not?—A. I think so. 

Q. That is the charge of the minimum ear rate, is it not, of 20,000 or 24,000 
pounds?—A. Yes; I can not speak of that because I can not quote through rates 
accurately. 

Q. If a ear contains 12,000 pounds they have to pay on 24,000 pounds, do they not, 
and if the car contains 30,000 pounds they have to pay the excess over 24,000 pounds. 
Do you call those special rates of any great advantage or convenience to the manu¬ 
facturer or mill owner?—A. I do not know. I only answered the question about 
mill machinery, and I said we built two mills on my little road. 

Q. I understood that you said that the cotton mills were receiving special advan¬ 
tages and specially low rates. I want to find out if things are being done differently 
in Georgia from what they are in other States.—A. I can not quote rates. I think 
we ship cotton goods—manufactured goods—cheaper than we do anything else. 

Q. Is it not considered about the tent class of freight you can carry?—A. Yes 
• Q. Easiest handled?—A. Yes. 

Q. No danger of breakage? A. No. 

(Testimony dosed.) 
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Memphis, Tknn., March 28,1900. 

TESTIMONY OF MR. JAMES S. DAVANT, 

Commissioner of Ihe Memphis Freight Bureau, Memphis, Temi. 

The subcommission of the United States Industrial Commission met at the Peabddy 
Hotel at 9.15 a. m„ Senator Kyle presiding. Mr. James S. Davant, commissioner of 
the Memphis Freight Bureau, Memphis, T’enn., was introduced as a witness at 11.07 
a. in., and, being duly sworn, testilied as follows: 

Q. (By Senator Kyle. ) Please give your name, post-ofRco address, and vocation.— 
A. James S. Davant, Memphis, Tenn., commissioner of the Memphis Freight Bureau. 

Q. (By Mr. Smyth.) Will you explain to the commission what that Memphis 
Freight Bureau is, its objects, and how long it has been in existence?—A. It is an 
organization of the merchants and manufacturers of Memphis for the purpose of 
adjusting inequalities in freight rates at Memphis as compared with other competing 
points. 

Q. The object is to advance the business interests of the city of Memphis by mak¬ 
ing this a point where cotton and other commodities can lie bought and transported 
as cheaply as at other cities?—A. Yes. 

Q. Have you met with much success?—A. Yes, we have accomplished a good deal. 
Our efforts are mainly directed to the adjustment of the rates to and from local 
territory. 

Q. We had before us yesterday Mr. Porter as a witness to givo us some informa¬ 
tion with reference to freight rates on cotton from Memphis to points east and south¬ 
west and southeast—that is, to the Carolina mill points, as compared with New 
England mill points. Can you give us information as to these competing rates?—A. 
Yes. The rates to the eastern spinning points are based on 551 cents to Boston. 

Q. That is, all points that take the Boston rate, 55] cents?—A. Yes. 

Q. What is the rate to New York?—A. Fifty and one-half cents. 

Q. What is the rate to Cohoes, N. Y.?—A. I am not quite sure whether that takes 
the New York or the Boston rate. I think it takes the New York rate. 

Q. Fifty-five and one-half cents?—A. Possibly so; I do not know. 

Q. Do you know the rates to Carolina mill points?—A. Fifty-nine cents. 

Q. Can you give me the rate to Pinners Point?—A. Forty-two cents. 

Cf Then cotton going, say, to Charlotte, N. C., or Greenville, S. C., some 300 
or 400 miles this side of Pinners Point, would take the rate of the 59-eent point, 
whereas cotton passing through those points and going to Norfolk would take a rate 
of 42 cents?—A. Yes, that is true. 

Q. Does not that difference in the freight rate tend to prevent any cotton from 
being shipped from this territory to the Carolina mills?—A. It has that effect to a 
certain extent. The high rate from Memphis as compared with near-by points is 
against it. 

Q. You mean points near to the Carolina mills?—A. Yes, but the rates are rela¬ 
tively adjusted from all territory on the Mississippi River, so that wo are in line 
with those points in the distribution of our cotton. 

Q. What excuse does the railroad make for charging a rate so much higher to a 
point so much nearer Memphis than to a point farther on?—A. The rates to the 
coast points are made arbitrarily, or rather by river competition and other influ¬ 
ences that they can not control. 

Q. The effect, however, is to give an advantage to the foreign spinner, is it not, in 
his cotton?—-A. Yes. The rates to Liverpool are sometimes lower than to Carolina 
points. 

Q. And so the Carolina mills, instead of having an advantage by their nearness 
to cotton, are really at a disadvantage?—A. Yes; that is true with reference to Mem¬ 
phis and adjacent territory. I understand the objection urged to reducing the rates to 
the Carolina mills is that it would result ultimately in the reduction of local rates 
from near-by points. 

Q. Has any effort been made to secure a reduction of rates to the Carolina mills?— 
A. Yes; we have had it under correspondence for a number of months. 

Q- It has been stated as a fact that the mills, particularly in upper South Carolina, 
consume very much more cotton than is raised within any reasonable distance, and 
they are obliged to go away for cotton. Is there any reason, if that is the case, why 
they should not enjoy at least the same rates as the New England mills on their cot¬ 
ton?—A. I do not know of any. Mv contention has been that the rates from Mem¬ 
phis should be the same to the Carolina mills as to Norfolk and other Virginia ports. 
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Q. (By Senator Kyle. ) What about water transportation to New York and Boston 
as regards rates?—A. We have the river (rom here to New Orleans, and the steamers 
thence to the East on the one side, and then we have the river from here to Cincin¬ 
nati and rail thence. 

Q. What are the rates to New York and Boston by way of New Orleans, by 
water?—A. I think they publish the same rates as all rail. 

Q. No advantage then in water transportation at all?—A. The present rail rates 
are fixed by that water transportation. They have adjusted themselves to these 
conditions. 

Q. What about insurance for water and land transportation?—A. There is an addi¬ 
tional cost of insurance. The water rate from here to the East by the way of Cin¬ 
cinnati is 5 cents lower than the railroad rate, which is supposea to cover the dif¬ 
ference of insurance, and make provision for slow time. 

Q. (By Mr. Batch ford. ) What are the rates on a bale of cotton from here to the 
New England mill?—A. To Boston points a rate of 55£ cents per 100 pounds, estimat¬ 
ing 600 pounds to the bale. 

Q. Are you acquainted with the rates from here to Liverpool?—A. I have them in 
the office. They are changing all the time. 

Q. Can you state approximately? Is it higher?—A. I think they are about 72 
cents. I have not noticed it for a day or two. 

Q. (By Mr. Smyth.) The Southern Railroad, from recent statements published, 
shows a degree of prosperity?—A. I think so. 

Q. They share in the general prosperity of the country?—A. I think so. 

0. Apparently there is no excuse for advancing rates and maintaining these exceed¬ 
ingly high rates to local [mints on their road?—A. 1 do not understand that they have 
ever earned anything on their stock, and I suppose it would be reasonable to accord 
them the privilege of doing so. 

Q. Is it not a fact thatt he Southern Railroad paid a dividend on theirstock last year, 
and possibly another the 1st of April?—A. On preferred stock I think they did. I 
understand that under the old conditions, when these rates were in effect, they did 
not make anything on their stock. That is the rule with a great many of the roads, 
and especially so with reference to the Memphis division of the Southern. 

Q. (By Senator Kyle. ) I)o you know anything about the capitalization of the 
Southern road?—A. No, 1 do not. 

Q. (By Mr. Smyth. ) Is not the fact, that these rates to local mills in the Carolinas 
are so high due entirely to their being local points on the Southern Railroad, noncom¬ 
petitive points, which other roads can not reach?—A. That is quite probable; I pre¬ 
sume so. 

Q. Therefore they make a fixed arbitrary of 17 [mints above the rate to Norfolk, 
about the same distance from here?—A. 1 assume the fact that these are local points 
accounts for their being able to hold a higher rate. 

Q. They have power to make the rate?—A. No doubt about that. 

Q. You are familiar with the interstate-commerce law?—A. Yes, sir; more or less. 

Q. Under the present law, aswe have seen, the railroads initiate the rate of freight 
and submitit to tne commission, and it remains in force, even if the commission objects 
to it, until the question is decided in the courts as to its being a fair rate. Do you 
think that is the fair and proper wav in which it should be handled by the Interstate 
Commerce Commission, orwould it be better to clothe the Interstate Commerce Com¬ 
mission with [>ower to inaugurate the rates and let them be in force at once and await 
the decision of the court as to their being reasonable?—A. We think that would be 
preferable, of course, from the shippers' standpoint, and our bureau has petitioned 
our members of Congress to clothe the commission with powers to adjust rates in 
correction of what they deem to bo discrimination. 

Q. Would your bureau be willing to go further and clothe the commission with 
power to audit and examine the books of all railroads doing interstate business, under 
competent inspectors, as in the national bank system?—A. Yes. Is that incorporated 
in Mr. Cullonrs amendment to the bill which is now pending? 

Q. It is covered in the report which has been made by this commission to Con¬ 
gress, which was submitted early in February.— A. The reason I ask is, we have asked 
our representatives to advocate the adoption of Mr. Cullom's amended bill. 

Q. You are in favor, then, of the Cullom bill?—A. With a few’changes. We rec¬ 
ommended that the fourth section should carry the present, provision as to different 
circumstances and conditions not requiring the strict observance of the long and 
short haul clause. 

Q. (By Senator Kyle, interrupting). You do not want to make the long and short 
haul clause mandatory?—A. No; we do not think that would be fair, and I think it 
would work great hardship not only to the railroads but to trade centers. 

Q. (By Mr. Smyth. ) Before you accepted this position with the Memphis Freight 
Bureau, were you not connected with railroads?—A. Yes, sir. 
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y. What road?—A. I wan connected with the freight departtnent of the Memphis 
and Charleston Kail road. 

y. That is part of the Southern Bystem?— A. It is now. I was assistant general 
freight agent. 

y. Is there a physical division or pooling system among the railroads here?—A. I 
understand there is. 

Q. No no road can do more than its quota, or if it does it gets no more revenue?— 
A. I think the system is to divide the cotton business, and if a road gets more than 
its proportion, and the shipper insists on its taking more, a transfer is made to some 
other road. 

Q. (By Senator Kyle.) And a road gets its proportion if it does not haul any?— 
A. No; I think they have no revenue pool; it is a physical pool, and unless the roads 
are able to control their proportions the deficit is turned over to them by some road 
in excess. 

Q. (By Mr. Savin.) The effect is, if the railroad has received its full quota of 
cotton or other commodities, the shipper is powerless to insist on his shipments 
going by that road; it will transfer it to another road?—A. That is the way we 
understand it. 

Q. (By Mr. Ratchfobii. ) What is the standard or basis upon which it is made?— 
A. The agreement as to proportion is based on the movement of past years, 

Q. On the carrying capacity of the road?—A. Thestrength of the lines is considered, 
y. As Captain Smyth has stated, the ultimate effect is what is commonly known 
as a pooling system?—A. I think so. 

Q. Do you lielieve that such a pooling system is a good tiling for the shipper?— 
A. I do not. I think it works rather to his detriment. 

Q. The public service would be best served by each road’s having its own rates 
and affording to shippers the opportunity of tiaving his goods go over the line lie 
prefers?—A. I think so. There is one tiling they claim that is worthy of considera¬ 
tion; that is that under the present system the rates are stable and are alike to all 
parties. 

y. 1 understand you said at the beginning that the rates were based on the cost 
of the water transportation?—A. Yes, sir. 

. Q. With reference to water transportation of cotton, for instance to Boston and 
New York, lias there at any time heen a barge line from here to these points or to 
the (iiilf?—A. There lias been no liusiuess of late; a number of years ago it was 
handled by barge to New Orleans. 

y. (By Senator Kyle.) Would that materially decrease the expense?—A. Under 
the present rates, I think not. 

C-_ (By Mr. RATtiiFORp.) The insurance is higher when shipped by water?— 
A. Yes. I do not think it is feasible to ship that way under present rates. That 
would lie done if they should advance the rates from Memphis. 

y. (By Senator Kyle.) What is the insurance from here to Norfolk and Pinners 
Point—the insurance rates?—A. I really do not know. 1 do not think tiiey insure 
by rail, unless it is under .the general policy that covers all liability by rail and 
water transportation. I think they accept the railroad’s bill of lading as sufficient 
insurance. 

. Q- The insurance rate on cotton is as great by water us it is for land transporta¬ 
tion?—A. Yes; it would lie greater. 

y. (By Mr. Smyth.) How are your local rates on cotton to Memphis from points 
around? Are they as high as they were several years ago? Any reduction m the 
last 25 years?—A. Yes; a considerable reduction in the last 5 years. 

Q. Plow is that fixed; 10 miles, 20 miles, and so on?—A. No. I think it is con¬ 
trolled by outside competition almost entirely, 
y. Have you a railroad commission in Tennessee?—A. Ych. 

Q. It lias established these local rates on cotton?—A. It lias taken no action on 
the rate question at all. The law provides they shall make a tariff of all freights 
throughout the State, but they have never done so. 

y. Yon consider the local rates on cotton to Memphis as fair?—A. No; wo have 
some contention. Some of them we think are fair; others are too high. 

Q I suppose you are kept busy looking after these inequalities?—A. Yes; 
thoroughly so. 

Q. And you will touch upon the question of rates to tho Carolina mills?—A. Yes; 

hope to get that adjusted, although we have not had very much encouragement. 
Q. (By Mr. Ratchford.) You have made some allusion to the long and short haul 
clause. As an experienced railroad man, I should like to have your opinion on that 
subject more fully. Upon what basis do you lielieve that matter Btiould be adjusted?— 
A. It is a very intricate question. 1 do not know that 1 could outline any general 
principles that would govern the matter. The conditions are so different at different 
points that it is hard to establish any rule. 







8 


HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


Q. Do von know of any good reasons why it will cost more to ship a bale of cot- 
ton from Memphis, for instance, to Charlotte, N. C\, than to ship the same bale to 
a New England mill?—A. No; it would not cost the railroad as much to handle the 
bale of cotton to Charlotte. 

Q. It taxes the shipper more, we understand?—A. Yes. 

Q. Do you know of any good reason why it should?—A. No; I do not. It seems 
to me these rates should be adjusted. 

Q. (By Mr. Smyth.) They simply have the power to do it?—A. I think they 
should be adjusted more nearly in relation to the rates to the Southern seaboard. 

Q. (By Mr. Ratciiforij. ) The causes that operate in that instance operate in all 
other instances where the distance is about equal, do they not?—A. I do not under¬ 
stand your question. 

Q. The causes that operate in that instance operate in all other instances where 
the intermediate points bear the same relation to the initial point and the New Eng- 
land point we speak of?—A. Not in all cases. Many of the lines undertake to apply 
the long and short haul clause strictly. The situation with reference to these mills 
I can explain in this way: Very frequently we have had here what you might call a 
war of rates; that is, under competition between the various roads, cotton rates to 
the Eastern points have been reduced below a paying basis. Under these conditions 
it does not seent to me that the railroads should be forced to carry that competition 
to their local territory, where they have to get tlio principal part of their earnings. 
Therefore it seems to me that the application of the fourth section of the long and short 
haul claure would be oppressive. We have a case in point which I can illustrate 
»y,.and that is in the rates from the .East to Memphis. We hold these rates are 
entirely too high as compared with the rates from the East to St. Louis. We are in 
competition actively with Kt. Louis to all points on and west of the Mississippi 
Eiver, and our contention is that the rates from the East to Memphis should be the 
same as to St. Louis. The railroads say that they can not make that adjustment, to 
do justice to Memphis, without destroying their whole rate structure between East¬ 
ern, (joints and Memphis. That line of reasoning deprives us of being put oil a com¬ 
petitive basis with the people we are competing with. 

Q. The practice of the railroad companies, tve understand, is to meet competition 
at great shipping centers, and to impose the some rate generally on intermediate 

r unts along their own road, even if the haul is shorter. If that be the purpose, and 
do not think it will be disputed, does it not operate against the building of facto¬ 
ries and other industries at these intermediate points along its own line of railroad?— 
A. I Bhould think it would. 

Q. In the end what interest is served by the the company? Is their own interest 
served particularly if they prevent (lie building of factories and mills and industries 
of all kinds by reason of this discrimination in freights?—A. Of course the lower the 
rates to and from their local points the greater will lie the development of those 
points. There is no question about that. The only question is whether thev ean 
afford it. 

Q. (By Mr. Smyth. ) Would not the increase of business coming from those points 
more than reimburse them for any loss?—A. It might and it might not. 

Q. (By Mr. Ratchford.) Is there any distance basis that might lie adopted that 
would minimize the discrimination against intermediate points? I ask you tiiat 
question as an experienced railroad man—in general terms?—A. I do not think I 
could answer it. 

Q. You do not know of any?—A. No. 

(Testimony closed.) 


Washin-oton, D.C., May II , 1900 . 

TESTIMONY OF ME, H. E. FULIEE, 

Representative of the national brotherhood.* of railroad employees at Washington during the 
sessions of the Fifty-sixth Congress, in matters pertaining to national legislation. 

The commission met at 11 a. m., Mr. Phillips presiding Mr. H. K. Fuller, legis¬ 
lative representative of the Brotherhood of Locomotive Engineers, Brotherhood of 
Locomotive Firemen, Order of Railway Conductors, Brotherhood of Railroad Train¬ 
men, and theOrderof Railroad Telegraphers, was introduced as a witness, and, being 
duly sworn, testified as follows: 

Q. (By Mr. Phiiups). Will you state your name, residence, and occupation, 
please;— A. H, R, Fuller, 1836 Sixth avenue, Beaverfalls, Pa.; legislative represen- 
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tative Brotherhood of Locomotive Engineer, Brotherhood of Locomotive Firemen, 
Order of Railway Conductors, Brotherhood of Railroad Trainmen, and the Order of 
Railroad Telegraphers. 

Q. Representative?—A. Yes. 

Q. In what capacity?—A. Looking after matters in which they are interested in 
the wav of national legislation. 

Q. (By Mr. Farquhak). How long have you been representative of the brother¬ 
hoods here?—A. Well, over a vear now. I was here at the session last winter, and 
came here a little while after the opening of the present session this winter. 

Q. Your credential as representative then comes from all of those separate bodies?— 
A. It might be well to submit my credential; I have it right here. It is signed by 
the executive officers of these organizations. 

Mr. Phillips. Will the secretary please read it for the information of the 
commission? 

(The secretary read the paper submitted by the witness, as follows:) 

Washington, I). 0., December 0, 1899. 

To whom these presents may concern, greeting: 

This is to certify that at a meeting of the chief executive officers of the following- 
named railroad labor organizations, the Brotherhood of Locomotive Engineers, the 
Brotherhood of Locomotive Firemen, the Order of Railway Conductors, the Broth¬ 
erhood of Railroad Trainmen, and the Order of Railroad Telegraphers, held at 
Washington, I). 0., December <>, 1H00, the l>earer hereof, Mr. II. R. Fuller, whose 
signature appears below, was duly chosen to sene as the representative of the said 
organizations at Washington, I). (’., during the sessions of the Fifty-sixth Congress, 
in matters pertaining to national legislation. 

1\ M. Arthur, 

(train! Chief Engineer, B. of I,. E. 

10. E. (-LARK, 

Grand Chef Conductor, 0. of B. C. 

F. 1*. Saroknt, 

Grand Master, B. of l„ F. 

P. II. Morrissey, 

Grand Master, H. of II. T. 

W. V. Poutll, 

President, 0. of R. T. 

II. K puller, Representalire. 

Q. (By Mr. Kennedy.) When not representing tin* brotherhoods now, are you 
employed as a railroad worker?— A. Yes. 

Q. In what capacity?—A. It might be well to give you a statement, of my services 
and tin* fact that I am an employee in actual service when not engaged here. Here 
is a statement from my general superintendent of the Pittsburg and Lake Erie Rail¬ 
road Company. 

(The secretary read the statement as follows:) 


[The Pittsburg and Lake Krie Railroad Company, J B. Yohe, general superintendent.] 


~ . . Pittsburg, Pa., December'£7, 1899. 

lo whom it may concern: 

This is to certify that Mr. H. R. Fuller is a passenger conductor at present in the 
employ of the Pittsburg and Lake Erie Railroad Company, and is granted leave of 
absence at his own reguest. 

His term of service is as follows: From April 1, 1887, to May 17,1889, freight brake- 
man; from May 17, 1889, to October 25, 1898, freight conductor; from October 25, 
1898, to date, passenger conductor. 

Yours, truly, J. B. Yohe, General Superintendent. 


Mr Phillips. If there are no further questions the statement of Mr. Fuller will 
now be read. 

(The statement, was read, as follows:) 

Mr. Chairman and members of the Commission: Having received a copy of your 
lopical plan of inquiry on the conditions of labor and capital employed in transpor¬ 
tation, with an invitation to make answer thereto, I desire to give you such informa- 
tmn on questions 1 to 24 as I have been able to collect, my answers being mostly 
comined to the conditions of those classes of railroad employees which comprise the 
t? • lp of „ five railroad labor organizations, i. e., Brotherhood of Locomo- 
n ? nee i re ’, pother hood of Locomotive Firemen, Order of Railway Conductors, 
Brotherhood of Railroad Trainmen, and Order of Railroad Telegraphers. 
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Term and condition* of employment.—W here employees are organized on protects 
lines the terms and conditions of employment are, as a rule, made the subjects oi 
mutual written agreement between them and their employers. This is generally 
done through committees representing the employees and the chief operating officer 
of the road. These agreements generally stipulate the rates of wages to be paid, 
hours of labor, pay for overtime, conditions of advancement in the service, ana also 
make provisions for fair and impartial trials for employees before they are suspended 
or dismissed from the service, and many other matters which are of much interest 
to the employees. This plan has been brought about through the influence of the 
organizations of the employees, and it gives greater satisfaction than where the men 
work under conditions wholly prescribed by their employers. Where the employees 
are unorganized they do not enjoy these privileges, and are compelled to work under 
conditions laid down by the employers, which experience has shown are not so fav¬ 
orable. A fair comparison of the conditions of organized and unorganized labor 
will, 1 believe, prove to the unbiased mind that labor organizations are a great 
assistance to the laboring classes. 

In addition to the rules and conditions of employment mutually agreed to and 
made by the employees and the companies, the companies have many rules and con¬ 
ditions that must be complied with by the men. The enginemen are required to 
pass examinations on the rules, machinery, and the workings of the air brake and 
steam-heating apparatuses. Trainmen are required to pass examinations on the 
rules and the workings of the air brake and steam-heating apparatuses; and in addi¬ 
tion to this, passenger conductors are required to pass examinations on their "duties, 
such as the handling of coupon tickets, mileage books, and other forms of transpor¬ 
tation. 

These requirements are right and fair; indeed, they are easential to the safe and 
successful management of a railroad, and they are so considered by the employees; 
but there are many other conditions under which men are required to work tnatthey 
think are very unfair, and great objections are made to them. For instance, some 
companies havo required as a condition of employment that employees should not 
holu membership in any labor organization. The employees think this is an 
encroachment upon their liberties, and many protests have been made; and as a 
result of Rueh protests some States have passed laws forbidding the practice; but in 
some cases such laws have been declared by the courts to lie unconstitutional. An 
act passed by Congress, and approved June 1, 1898, forbids this practice, but it is 
known that the spirit of the law is being violated. 

Some companies require as a condition of employment that the employees become 
memliera of the relief associations conducted by such companies. This the men also 
consider unfair. Seetion 10 of the act approved June 1, 1898, also forbids this prac¬ 
tice, but nevertheless men who do not signify a desire to join them are not given 
employment. 

New employees are required to pass a physical examination, and only those who 
are sound in body and limb are given employment.. This rule has worked great 
injury to many good, competent, and experienced employees who have received a 
slight injury while in the service of one company when they seek employment with 
another. This rule would not seem so unjust if the physical defect rendered the 
man unfit to perform the service sought. But this is not the case, for in many 
instances men are refused employment on account of the loss of a finger or a small 
part of a hand or foot, which, I might say, would not in the least interfere with their 
performing their duties. I have given some thought to this question, and I have 
been unable to find a good reason why the companies should adopt such a stringent 
rule. 

Many companies have also adopted an age limit—that is, they will not give employ¬ 
ment to men who are over a certain age. The limit varies; some roads make it as low 
as 25 years while others have placed it as high as 40 years. There is one thing sure to 
result from the physical examination and the age limit, and that is the overstocking 
of the railroad labor market, for it must be remembered that thousands of railroad 
employees are injured everv year, and many who lose employment with one company 
will find themselves debarred by the age limit when they seek employment with 
another. The report of the Interstate Commerce Commission for the year 1898 
(page 63) gives the ratio of trainmen injured to those employed as 1 to 11, and it is 
fair to assume that a great many of these were not injured to the extent of being 
incapacitated from penorming the duties of trainmen. I can not give you any figures 
as to the number of men who are thrown on the market on account of the age limit, 
but when we look around and see the great army of employees who are over the age 
of 80 or 40 years, it is not hard to predict the result of a rule which denies them 
employment by other companies when they lose their present situations. 
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I believe there should be legislation requiring railroad companies to keep their 
rates of wages and rules governing the conditions of employment posted in conspicu¬ 
ous places where they can be Been by their employees. This would enable the 
employees to at all times know just what compensation to expect for the various 
kinds of service. It would prevent much controversy and give greater satisfaction. 

Rciten of wages.—The rates of wages of the different classes of employees vary con¬ 
siderably, the engineers being paid the highest rate, conductors the next highest; 
then follow the firemen, brakemen, and telegraphers, the telegraphers receiving the 
lowest rate of all. I understand that the executive officers of our organizations have 
furnished the commission with figures showing the amounts paid to each class, so it 
will not bo necessary to furnish any further data; but if the commission desires it, I 
would be glad to furnish it with some of the schedules of wages now in force on some 
of the roads. 

Q. (By Mr. Coabke. ) I would like to know right there why it is that telegraphers 
arc paid the lowest wages?—A. Well, I think the greatest reason for it is that they 
have been the last to organize, and the consequence is that they work longer hours 
for a day and get less pay than the other classes. 

Q. Obviously, they are skilled employees?—A. There is no question about it. 

Q. And must have a very large responsibility for human life?—A. Yes. 

Q. And property?—A. Yes. 

Q. (By Mr. A. L Hakbis.) Are not many of them quite young men, also?—A. 
Well, there are quite a number of young men, but there are not as many boys 
employed nowadays as there used to "lie as telegraph operators. 

Q. (By Mr. Fahquiiab. ) Is there an overplus of telegraph operators on the market 
now?—A. Well, I do not know that there is just at the present time. 

Q. Do the business colleges of the country still turn out telegraph operators?—A. 
Well, 1 Ixilieve there are some places that do. 

Q. 1 u the telegraph business do they apprentice the learners? Are they connected 
with the railroads and with the telegraph work of the railroads where they learn, or 
do they learn outside and go into the roads?—A. Well, there are some who learn 
with the agents and operators along the roads, and then, as I have said, I believe 
there arc colleges—telegraph schools—which educate them. 

Q. You eau’t give a definite idea as to the number of telegraphers compared to the 
needs of the service?—A. No; I can not give you any figures on that point. 

(j. In the matter of strikes here on this Southern railway system, was it much of 
a difficulty for flic railroad there to fill the places of those men who went out?—A. 
Well. ] have not been able to get hold of tho proper information in regard to that 
strike to give an opinion in regard to it. 

Q. Do you as a member of the order think that any one of your brotherhoods can 
successfully strike without the coojieration of one or more of the brotherhoods?—A. 
Well, I think they can successfully to some degree. Circumstances in each particu¬ 
lar case would govern more or less. We must, however, agree that the more com¬ 
pact the employees are in an organization, whether it be one organization or sev¬ 
eral federated together, they arc in a better position to cope with the employer. 
In other words, my opinion of the matter is that if the men in one certain class of 
employment can benefit by a trades union of their own, it is just as logical to carry 
it further, so that all can benefit by several trades unions coming together, when 
they are all interested in the questions at issue. 

Q- 0486 Of a strike, for instance, with the telegraphers on a railroad system 
wlf’ 10 ‘i. ie “^nig parties usually ask for the cooperation of the other orders?—A. 
Well, we had a federation a short time ago, but it was dissolved. According to the 
laws of that federation one organization could not strike without they all dim It is 
not so now, however. Each organization is by itself, and it does not have to have 
the sanction of the other organizations before its members can strike. 

(Continuing to read:) 

Rams and stability of wages.—Numerous reasons are offered by railroad companies 
wliy wages should not be raised, and why wages should be reduced. A falling off 
in the volume of business is generally the reason offered for a reduction. Requests 
tor advances are generally met with many arguments against an increase. As a rule 
wages are not advanced voluntarily, and generally where reductions have been made 
on account of a decrease in business the wages are not voluntarily restored when 
business increases, restorations being generally made on the request of the employees 
“rough their organizations. 

The stability of wages depends to some extent upon the volume of business done, 
out the one great essential to the receiving and maintaining of fair wages is a 
Uiorough organization of the employees, led by fearless yet conscientious men, men 
wno are capable of knowing right from wrong and who will unceasingly contend for 
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the former, but fihrink from resorting to the latter to gain any end. Experience 
has shown that those employees who are unorganized suffer the most from wage 
reductions. 

Discharge and suspension, and the reason therefor .—The reasons for discharge and 
suspension are numerous, and it would be almost impossible for me to name all of 
them. The plans of discipline in use on some roads differ somewhat from the plans 
in vogue on others, and an act that would be considered a serious offense on one road 
might be treated lightly on another. This is due to the differences of opinion of 
different officers as to the best way to handle ‘men, some of them thinking that 
severe discipline, even for small offenses, is the l>est, while others believe that a 
better feeling exists between the company and the men where the employees are 
not severely disciplined for trivial offenses, which have caused no accidents and 
little inconvenience. 

The general reasons for discharge and suspension are violation of rules, negligence, 
responsibility for accidents, oversleeping, and intemperance. 

There are many instances where men have been discharged and suspended 
unjustly by subordinate officers, and have appealed their cases to their organizations, 
which, through their committees, have taken their cases to the higher officers of the 
road and established their innocence, and the men have been reinstated in the serv¬ 
ice and paid for all time lost on account of such discharge or susjiension. This, how¬ 
ever, is only accomplished through the labor organizations, for if the men were not 
organized, they would hardly dream of getting such consideration at the hands of a 
general manager. It is the strength and influence of the organization that gets the 
general manager’s ear and causes him to notify his subordinate officers tnat the 
employees have rights that must be respected. 

Employees have been discharged, and threatened with discharge, for being mem¬ 
bers of labor organizations, and for being active in the work of the same. They have 
also been discharged for taking part in political ami legislative matters looking to 
their best interests; but this is covered up by assigning other causes for such discharges. 

In addition to tho increase in work put upon employees by the adoption of heavier 
engines and longer trains, manv roads have introduced new systems of reporting. 
These new forms of reports are for the purpose of giving more detailed information, 
and in many cases it requires almost twice as much time to fill them out as it did to 
fill out the ones formerly in use. Then, too, employees are required to report many 
matters that formerly no note was made of. This greatly increased mental strain 
upon employees has, I believe, caused many of them to overlook some important 
part of their work, for which they were discharged or suspended. 

I believe this tendency to pile so much clerical work upon employees is wrong, 
and the overtaxed minds of trainmen, actually engaged in trie movement of trains, 
should be relieved by taking from them all clerical work which can be done just as 
well by office clerks whose minds are not burdened with the responsibility of the 
safe handling of our freight and passenger trains. 

I believe there should be legislation requiring railroad companies to allow 
employees accused of any offense to see and hear all evidence against them; and, 
if discharged, to give them in writing the specific reasons therefor. 

Blacklisting .—The present plan of blacklisting is carried on by private correspond¬ 
ence between the company from which the man seeks employment and his former 
employers. Whilo this plan is somewhat different from that in use some years ago, 
I believe it is quite as effective, if not more so. It is generally done in this way: 
The man seeking employment is required to fill out a blank form prescribed by the 
employer, on which ne gives his name, age, and, in detail, his personal description, 
ana in some cases must give his photograph. He must also give the names of all 
roads he has worked on for a certain number of years, and the cause for leaving the 
same. With this information at hand, the employer writes to the former employers, 
and if their reference is not satisfactory, he is not given employment. On these 
blank applications for employment men are required to answer many other ques¬ 
tions, to which they must make oath; and I know of one road on which the train¬ 
master’s chief clerk is a notary public, and administers the oath to the applicant, 
and charges him 50 cents therefor. This same company also requires the applicant 
to pay a fee of $1 for a medical examination, providing he is accepted as an employee. 
I submit a copy of the above-described form: 

[Form 483 C.T.] 

The-Railroad Company. 

Instructions.— All applications for employment as agents, operators, engineers, fire¬ 
men, engine dispatchers, conductors, brakemen, train baggage men, yard masters, 
assistant yard masters, switch tenders, signal men, tower men, crossing flagmen, gate- 
men, and such other employees as may be designated by the general superintendent, 
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must be made by the applicant himself in duplicate on this blank and sworn to before 
a notary public. The applicant will then report to the company’s surgeon to have his 
sight ana hearing tested, and when position applied for is in the engine, train, or 
switching service, for a physical examination also. Surgeons making such tests and 
examinations will report result of same in proper place on this blank, sending one 
report to the employing officer and the other to l>c retained by examining surgeon. 
A fee of $1 will De charged for making such examinations, and the same will be paid 
by the company, unless the applicant is accepted as an employee, in which case the 
amount of the fee will be deducted from his wages. 

Note.—W hen this application blank is properly filled oyt and sworn to, the appli¬ 
cant may be allowed to enter the service on probation, provided there is need for nis 
services and he has passed a satisfactory examination, but it must be distinctly 
understood that, before he can be considered an accepted employee the written 
approval of the employing officer must be obtained. 

APPLICATION 1 FOR SITUATION \N -. 

1. Name in full,-. Age,-. Railroad experience,-. 

2. Pate of birth,-. Place of birth,-. 

3. Height,-ft.-inches; form,-; weight,-lbs.; complexion,-; 

hair, --; eyes, -; nose, -; hair on face, -; color, -; color of 

eyes,-; size of eyes,-. Remarks: -. 

4. Name of wife, if living (if unmarried, so state),-; residence (city, 

street, and imml>or),-. 

5. Name of father and mother, if living,-,-; residence 

(city, street, and number),-. 

(). If unmarried and parents are not living, name and address of nearest relative, 

7. Names and addresses of any persons dependent, on you for support or to whose 
support you are contributing,-. 

S. By whom employed at. present?-; where?-; No.-, street,-; 

town or city,-; State of-. 

In what capacity are you employed?-. 

Why did you leave your last place? -. 

10. State what railroad experience you have had, giving names of roads, in what 
capacity employed, length of sen ice on each road. If you have not previously been 
employed by a railroad company, state by whom and when and where you were 
employed. (Applicant must here give his history for last 5 years, beginning with 
his position of 5 years ago and giving each year in regular order down to date.) 


Dales 

Employed at 

In service of firm 
or eompany. 1 

1 | 

From— ; 

To- 

As- 

Address. 







Under manager or 
Mil>erint(*n(ient. 


Reason for leav¬ 
ing. 


11. Whom do you wish notified in case of injury?-. 

12. Have you ever been injured? If so, when?-. Where? -. How? 

-. And extent of injuries? -. 

13. Have you uow or did you ever have any litigation with any railroad company? 

14. Have you ever been in the employ of the- Railroad Company before? 

J iT’ ‘ w ‘ien, in what capacity, on v\ hat division, and cause of leaving. -. 

15. i)o you use intoxicating liquors?-. 

16. Have you ever before made application for employment and been subjected to 

a physical examination? If so, when? -. Where? -. And by what 

physic ian was examination made? -. And were you accepted or rejected? 


17. My hearing is-and eyesight 

Mv present address is-. 

Date at —-■ this --day of- 


-, and I-able to distinguish colors. 

(Sign here)- 


State op —- , County of -, an: 

being first duly sworn, says that he is the applicant named in the 
regoing application; that said application is signed by him, and that the answers 
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to questions in said application are made in his own handwriting, and that each and 
all of the answers contained in said application are true. 


Subscribed and sworn to Wore me this-day of-, 1-, 

-, Notary Public. 

I hereby acknowledge receipt of a copy of the rules and regulations for the gov¬ 
ernment of employees of the operating department of the-- Railroad Company 

and all amendments thereto, and also a copy of the current time-table, and agree to 
familiarize invself with aitd observe all the same and to keep advised of such amend¬ 
ments to said rules as may lie hereafter made, and have had explained to me the 
dangerous nature of the service in which I am about to engage. 

Dated-this-day of-, 1-. 


Surgeon’s certificate. 

[To bo filled out and signed after a personal examination by the company’s surgeon at --and 

approved by company’s oculist.] 

The following is the result of my examination of Mr.-. 

[To be signed by applicant in presence of examiner.] 

1. When placed at a distance of (20) feet from the test types, the last (5) letters 

read correctly by the applicant are right eye-(20)-left eye-(20) 

-both eyes-. 

2. A. The applicant selects skeins numbered as follows, as being of the same color 

as test skein A. -. 

B. The following as lx*ing of the same color as teat skein B. -. 

0. The following as being of the same color as test skein G. -. 

3. The applicant hears the tick of a watch with the right ear at-inches; with 

the left ear at-inches. For ordinary conversation at a distance of twenty (20) 

feet, the hearing is-(expressed in fractions). 

I find that there is evidence of his having been successfully vaccinated; that he is 
not suffering from any disease or disability other than notea, and that he does not 
manifest any evidence of an abuse of intoxicating liquors. 

I hereby certify that, having examined him for defects of vision, color, perception, 

and hearing, and for other physical defects, I find him | j^q^fified } to ^ the 

position of-. 

Disqualifying defects-. 

Defects that do not disqualify-. 

Remarks:-. 

Examined by-, 

Surgeon at -. 

Date of examination-. 

[To be signed by surgeon making the examination.] 

Approved: 

-, Oculist. 

(Reverse side:) Form 483 C. T. The-Railroad Co.-applica¬ 
tion of-for position as-; dated - 1 -, 1-; employed 

-, 1-; approved-. This indorsement to be filled out and 

signed by employing officer. Memoranda-. 

I might add here, this is the form used by the road on which the train master’s 
chief clerk is a notary public and administers the oath to the applicant for employ¬ 
ment. This road has no “relief” or “hospital” department, but still it requires its 
employees in engine, train, and switching service to pass a physical examination. 

I have been told, too, by men who sought employment from this company that 
this physical examination is so rigid and searching that when they go before the sur¬ 
geon they are required to strip themselves stark naked. 

I desire to call the commission’s attention to the note in the instructions at the top 
of this application. You will see that itallowa the applicant to enter the service “on 
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probation” after he hie sworn to the application blank. This ia for the purpose of 
putting a man to work immediately when they are badly in need of his service, 
without waiting to hear from his former employer. Now I call your attention to the 
following remarkable words in this same “note:” “But it must be distinctly under¬ 
stood that before he can he considered an accepted employee the written approval of 
the employing officer must be obtained.” It is by these words, injected into this 
paper that the employee signs, that they get the authority to dismiss a man after 
they have heard from the former employer. If the reference is not suitable, the 
“employing officer” simply withholds his “written approval” from the “applica¬ 
tion blank,” and the employee is therefore dropped from the service. 

By this plan men are sometimes given work and permitted to remain in the service 
sometimes as long as two months, and are then discharged. 

You will see by this that although this paper says they are not “accepted" em¬ 
ployees, men have been hired into the service and performed actual work for quite a 
period of time, and, to put it in its true light, were discharged for no other reason 
than that the letters written by their former employers were not satisfactory. 

The greatest objection to this application is the reference feature, which enables 
the former employer, if ho is so disposed (and a great many of them are), to keep a 
former employee from obtaining employment elsewhere by carrying on private cor¬ 
respondence with the officers of the road on which the man tries to get work. If 
the employee was permitted to see the charges made against him by the former 
employer and allowed to combat them, the objection would not bo so great; but he 
is denied this privilege and is only told that “his references were not good and ho 
can not be accepted as an employee;” and he goes to some other road for employ¬ 
ment, gives the same references, and in a short period is told the same story. In 
some cases they are not told that their references are not good, but are told that they 
are dismissed for some other reason. I know of ono instanco where a man got new 
employment with a company which operated a relief department in which employees 
were compelled, as a condition of employment, to participate, and which required the 
employee to pass a medical examination, and, although the physician who examined 
him told him that he had passed a good examination, after his former employer had 
been heard from he was told by the yard master that his medical examination was not 
satisfactory and he could not be retained in the service. This statement made by the 
yard master was untrue, and further proof of its falsity was shown by the fact that 
this same man afterwards entered the employ of this samo company and passed 
a satisfactory examination for its relief department, the only difference being that 
lie went to work on another division of the road. Men have traveled from one part 
of the country to another, blit still tho former employer has by this secret plan kept 
them from obtaining employment in railroad service, although it may lie that these 
men have been guilty of no wrong, have not broken any rules of tho company, have 
not caused any accident or the loss of any property, but have only exercised their 
right to leave the service rather than submit to some wrong that was being imposed 
upon them by some officer. 

The second objection to this application is the requiring of an applicant to say 
whether or not he has ever had any litigation with any railroad company. The rea¬ 
son, apparent to me, why a railroad company should ask this question is to create 
a fear in the minds of employees that if they institute damage suits against their 
employers it will act as a hindrance to their obtaining employment on other roads. 
The laws of the land give the people the right to seek redress through the courts, and 
surely a railroad employee who has been injured through the negligence of a railroad 
company should be no exception to the rule. I think such a question in an applica¬ 
tion for employment ia entirely out of place. 

The third objection is the requiring of an applicant to make oath to his application. 
This is objected to on moral grounds. There are times and circumstances which 
make it necessary to place men under oath to get the truth, and I am a firm believer 
in its use on extraordinary occasions, but I believe the more limited we are in its 
use the more solemnity attaches to its taking, and therefore good results can lie 
expected; but if it is to be made common use of, tho reverence now shown it will 
gradually grow less, and thereby its usefulness will be impaired. And I can conceive 
of no one influence that would contribute more to this result than these actions of 
our railroad companies in using the oath as an instrument to keep bread and butter 
out of the mouths of the families of the unfortunate employees who are looking for 
employment, for they have, through their secret plan of blacklisting, deprived men 
of the chance to earn a living, and I might say almost compelled them to first make 
false statements and then make oath to their truthfulness in order to secure employ¬ 
ment. The moral effect of such asystem isto lie deplored. I say this with all respect 
to the honor and integrity of the railroad employees of the country. There is no 
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class more faithful than they, and none upon whom more dependence can be placed; 
but they are only human, and they must either see their families want or meet this 
condition by swearing to a false statement. 

When this plan of reference was first put into use by the railroad companies, the 
officers of the roads said it was only to be used to get rid of that class of employees 
who would work only a short timo m one place and would become intoxicated every 
pay day and quit their jobs and go to some other road, leaving their debts unpaid. 

As this class of men was as unfavorable to these organizations as it was to tne rail¬ 
road companies, no great objection was made by them at first, although it was bus- 
picioned that the plan was never intended to stop where its originators said it would; 
and it was only a short time until these predictions were verified. It was soon used 
against good men, simply to gratify the minds of unscrupulous officers, and so unre¬ 
lenting nave they been in applying this system that they have driven men to despera¬ 
tion. As an evidence of this fact I submit to you the following editorial, taken from 
the Railroad Trainmen’s Journal for April, 1895, which contains a short story which 
must be appalling to anyone who will meditate for one moment: 

“the blacklist. 

“To stigmatize a person as untrustworthy, to place his name on record for the gen¬ 
eral information of those seeking a knowledge of his reputation as a workman, or as 
anything else, for the purpose of branding him as an untrustworthy or even danger¬ 
ous person, is to blacklist him. In the past few months the force of this most potent 
weapon of capitalism lias been felt as never before. While it may be an easy way to 
dispose of the matter, for many of those who are in a position to know something of its 
workings, to dismiss it with a laugh and thestatement ‘There is nothing in it,’ the stub¬ 
born fact remains there is something in the blacklist, and it is preventing many good, 
reliable men (whose only fault is they struck, as they believed, for what was right) 
from obtaining work at any employment. To discover and to prove a discovery of the 
existence of this gigantic system of blackmail as it is being enforced at this tune are 
two different things. While there is no room for doubt in the minds of workingmen 
(who have sinned) of the existence of such a plan to drive them off the earth, they 
seldom if ever secure the necessary evidence to prove what they know to bo true. 
Since the strike of last summer the man looking for railroad work who can not satis¬ 
factorily account for his wherealxiuts and actions during that time by proof positive, 
furnished by a railroad company, had lietter have stood still and waited for some¬ 
thing to come to him, for he has not been able to find it in looking for it. His pre¬ 
vious record discharged him at every point he was able to get to work (few enough 
in number), and made of him a tramp and an outcast because be had violated a cor¬ 
poration commandment for which there could be no forgiveness granted/ There is 
no crime so black, no criminal so far beyond pardon as the man who has brought 
himself under the displeasure of united capital by being a participant in a strike. It 
seems peculiar that tnis offense is punishable by a penalty almost as harsh as death 
itself. It condemns a man to wander over the earth in a hopeless, discouraging effort 
to obtain employment which lie can not be given because of a damnable agreement 
between the managers of capital, until finally, in desperation, he takes his own life 
rather than prolong it under the detestable conditions of living as a tramp. To bear 
out this statement we quote this news item: 

“'Denver, March 7. —J. A. Hamilton, conductor on the Atlantic and Pacific until 
the strike of last year, put a ball through his head this afternoon at the American 
House, where he had registered from Cheyenne, Wyo. He had been out of work ever 
since the strike. He ran a train out of Williams, Ariz. Since that time he had trav¬ 
eled. over the entire West, but almost everywhere he had found the dread blacklist 
ahead of him, and where he did get work it was only for a day or two until employ¬ 
ers found out, and then he would receive his letters of dismissal with the statement 
that he did not give satisfaction. As a last hope he wrote to his old train master, and 
yesterday received a letter that he could not promise anything to a man who had 
taken part in the strike.’ 

“This is one instance wherein one fugitive from corporation wrath has in,despera¬ 
tion taken his life to escape the persecution of his relentless enemies. How many 
more unfortunates have fallen in their attempts to make a living can not be known, 
but it is safe to say the case of Hamilton is not an isolated one. By what right, legal 
or moral, can a corporation or combination of corporations hound a man to his grave 
for the awful offense of quitting his employment? Managers of corporations wage 
war against one another, yet they do not presume to refuse to do business when it is 
necessary. There is no stern refusal on their part because some one of their own 
clique has given them the worst of a bargain. Men make mistakes and are generally 



the better for the experience. Railroad men ere human, Impulsive, and perhaps 
often in error, bat that givee no employer a right to prevent them from earning a 
living somewhere else. A most commendable law has been introduced in the Minne¬ 
sota legislature looking to a correction of this growing evil. It reads: ‘The term 
“blacklisting” shall be construed to mean the entry, private or otherwise, on a book 
or books of record, official or otherwise, or upon a private or public bulletin of any 
nature whatsoever, by any person or persons, corporations, firms, organisations, 
associations, societies being organized, of the names of any person or persons, corpora¬ 
tions, firms, organizations, sssociations, or societies, which may operate in any manner 
to debar, hinder, or restrain any workingman, laborer, or mechanic from procuring 
employment, or seek to require or compel any workingman, laborer, or mechanic not 
to be or become a member of any labor organization within this State.’ Provision is 
also made against watermarks and other cipher or secret writing. The bill makes 
penalty for blacklisting a fine of not to exceed $1,000 and confinement in the State 
prison for a term of not to exceed 1 year. The measure is ail right and its intents 
are unquestionable, but the great obstacle in the way of its effectiveness rests in the 
fact that proof can not be obtained sufficient to secure conviction. Men may be 
reasonably certain their surmises are correct and still lack the necessary evidence to 
substantiate their beliefs. The question of record is a broad one in its own way. No 
man can ask for a recommendation unless he lias it honestly coming him, and for 
him to get lieliind the scenes and explore private matters is impossible. If companies 
persist in following up the practice of blacklisting, a law effectually prohibiting its use 
will be very difficult to enforce. We wish it were otherwise and the infamous system 
of blackmail laid away forever.” 

The Journal has truthfully said, “The case of Hamilton is not an isolated one.” 
While I am not able to give the commission any data as to cases exactly like this one, 

1 know of cases where men had been hounded over the country by their former 
employers and kept out of employment until they became desperate, and traveled 
miles back to their old superintendents and threatened their lives if they did not cease. 

It is not my desire to be sensational in this matter, and I hope I will be correctly 
understood. As I understand it, the commission wants the facts, and I believe it is 
my duty to give them to you, and let you know how the employees feel about this 
question. 

As to the feeling of the employees, I can express it no lietter than does the follow¬ 
ing resolution, which was passed by a large union meeting of the organized railroad 
employees at San Antonio, Tex., September ft, 1896: 

“Whereas the system of blacklisting discharged employees is in direct conflict 
with the spirit and intent of the principles upon which this Government is founded, 
and is glaringly unjust.: Therefore, lie it 

“Krnh'ed, That we demand such legislation as will forever prohibit blacklisting.” 
(Railway Conductor for October, 1896, p. 612.) 

To say this practice lias become unbearable is only to put it fairly, and I hope this 
commission will be able to suggest some legislation that will stop it. Many States 
have passed laws against blacklisting, and the national law passed by Congress, 
approved June 1, 1898, makes it a misdemeanor for any employer to attempt or con¬ 
spire to prevent a former employee from obtaining employment; but these laws are 
all evaded by this system of private correspondence between the officers of the roads. 

As a suggestion for legislation on this question, 1 would say I believe there should 
be State and national laws forbidding any railroad company from furnishing any 
record of any employee to any other railroad company, either by private letter, tele¬ 
gram, or by express, or any other way. 

I would also recommend that the postal laws be so amended as to prohibit the use 
of the mails for carrying on such correspondence. Then I think Congress should 
pass a law prohibiting the transportation of such records from one State or Territory 
into another. When we stop to think how effectual such laws were in breaking up 
the Louisiana lottery, they are worthy of a trial in attempting to break up such an 

unjust system as this odo. 

mjum-tions.— Some years ago, during a strike on the Toledo, Ann Arbor and North 
Michigan Railroad, Federal Judges Ricks and Taft issued injunctions against employ¬ 
ees, requiring them to do certain work against their will. 

Some time after this Judge Jenkins, of the Federal court of Wisconsin, enjoined 
employees of the Northern Pacific Railroad from quitting the service in a way that 
would hinder the operation of the road. This was practically compelling them to 
work against their will, for it must be understood that no considerable number of 
Sf" C acl < ' U ' t ** le serv ’ ce wither without such action hindering the operation oi 
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This restraining order was, however, modified by a higher court so as to allow the 

3 ’oyees to quit if they desired to do so, but it, like those of Judges Ricks and 
was so radical ana sweeping that great protests were made by the railroad 
oveesall over this country, and much adverse criticism was indulged in; and 
from tnat time up until the present day there has been a growing sentiment, among 
not only railroad employees but other classes of labor, that their liberties are being 
encroached upon and gradually taken away by our courts. This feeling has not 
grown up without a good reason, for the Ricks decision seemed to furnish a prece¬ 
dent, and from that time on there has hardly been a strike of any importance in 
which the judicial hand lias not been felt by the workingmen. This has not been 
confined to any one class of judges, for we find the judges, from the Federal courts 
down to the countv courts, issuing injunctions restraining employees from holding 
meetings or assembling on the public highways, and forbidding them from going to 
the homes of the employees who have taken their places to induce them to quit 
work, and many other things that might lie mentioned. 

The Witness. I would like to say right there that a judge of the supreme court of 
the State-of New York the other day issued an injunction restraining the cigar- 
makers’ union from paying strike funds to certain members who are on a strike. I 
got that from the New York papers; two or three of them. 

Q. (By Mr. A. L. Harris.) And restraining them from picketing?—-A. That was 
included in the restraining order. There were several things they were restrained 
from doing. I mentioned that because it is another step further on the liberties of 
workingmen. 

Q. (By Mr. Clarkk.) Do you know whether or not any members of the union 
who had contributed to that fund were petitioners for the injunction?—A. No; I do 
not. The papers that I saw this in did not contain any such information as that. 
(The reading of the paper was continued as follows:) 

There is no one question that has received more attention and caused more protes¬ 
tations by the railroad employees than has this glaring abuse of power by the judi¬ 
cial branch of our Government. It has been the subject of discussion in their meet¬ 
ings, secret and public, and the various magazines of these organizations contain 
many articles condemning it. That the commission may know how the railroad 
employees feel on this question, I submit the following resolutions passed by them in 
their conventions and union meetings; also a few editorials from their officfal organs: 

[Resolution of union meeting of organized railroad employees of America, held at New York, May 
28,1894.] 

We strongly condemn the action of Jildge Jenkins in issuing the aggressive and 
un-American writs which have emanated from his court, and applaud and approve the 
straightforward and fearless manner in which the Committee on the Judiciary of the 
House of Representatives have laid bare such flagrant abuses of the powers and 
privileges of a court of equity. 

We view with intense satisfaction the consistent manner in which Judges Caldwell 
and Reiner have given labor organizations just and proper recognition in the courts. 
We assert that the time has come when organized labor should apply a power which 
it possesses, and which has long lain dormant, by discarding entirely political affili¬ 
ation, and by united action and the ballot box, and upon legislative lines, exert an 
influence that will be heeded. (Railroad Trainmen’s Journal for July, 1894, p. 585.) 

[Resolution of the second biennial convention of the Brotherhood of Railroad Trainmen, passed at 
Galesburg, Ill., June 4,1895.] 

Whereas we deem this a fitting time to express our opinions on some of the 
decisions of our judiciary in respect to the relations of capital and labor, and as it 
appears to us that there is something radically wrong when the laws of our country 
can be so construed by one man that a thousand may be oppressed to the benefit of a 
few: Therefore, be it 

Resolved, That the Brotherhood of Railroad Trainmen, in convention assembled, 
do denounce in unmeasured terms the infamous decisions of Judges Ricks, Jenkins, 
and Dallas, and in contrast to these commend the one crumb of justice awarded to 
us by a man whom all fair-minded men admire, namely, Judge Caldwell, of the 
eighth judicial circuit, Arkansas; and be it further 
Resolved , That we, the representatives of 30,000 trainmen, do hereby pledge our¬ 
selves to support for office only such men as will pledge themselves to administer the 
laws in keeping with their construction; and be it further 
Resolved , That these resolutions lie spread upon the minutes of this convention and 
a copy sent to the Associated Press. (Proceedings of the second biennial convention, 
Brotherhood of Railroad Trainmen, p. 85.) 
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[Bfldolntlon of union 


meeting of organized railroad employees held at San Antonio, Tex., September 
9 , 1896 .) 


Whereas there are three bills now pendingin Congress—vis, the contempt bill, the 
arbitration bill, and the Phillips bill—which are intended to promote the best interests 
of railroad employees engaged in interstate traffic: Therefore, be it 
Resolved, That wo, the railroad employees of Texas, in union meeting assembled, 
do most heartily indorse the said bills, and request that the Senators and Congress¬ 
men from the We Star State give their influence and support to the aforesaid 
measures. (Railway Conductor for October, 1899, p. 612.) 

[Resolution adopted at union meeting of organised railroad employees at McKees Rooks, Pa., Sep- 
L tember 9,1897.] 


Whereas the present condition of political and industrial affairs of our country are 
such as to command an expression from the wage-workers of the land [.Therefore, 
be it 

Resolved , That we, the members of the Brotherhood of Locomotive Engineers, 
Brotherhood of Locomotive Firemen, Order of Railway Conductors, Order of Rail¬ 
road Telegraphers, and Brotherhood of Railroad Trainmen of western Pennsylvania, 
in joint meeting litre assembled, denounce government by injunction and believe 
that by it our liberties are being gradually taken away from us, and we demand of 
Congress that some limit be placed on the power of Federal judges. 


[Resolution of Stato legislative board of railroad employees of Pennsylvania, passed at Scranton, 
September 23,1897.] 

Whereas we view with alarm the arbitrary interference of Federal judicial authori¬ 
ties in local affairs, and denounce it as a violation of the Constitution of theUnited 
States and a crime against free institutions, and we especially object to government 
by injunction as a new and highly dangerous form of oppression by which Federal 
judges, in contempt of the laws of the States ami rights of citizens, become at once 
legislators, judges, and executioners! and 
Whereas a bul passed at the last regular session of the United States Senate rela¬ 
tive to contempts in Federal courts and providing for trials by jury in certain cases 
of contempt: Therefore, be it 

Resolved, In convention assembled of the State legislative board of railroad em¬ 
ployees ot Pennsylvania, held in the city of Scranton, Pa., September 23, 1897, we 
do re8|«'dfully urge and pray the speedy passage, at the next regular session of Con¬ 
gress, of the above referred to bill, or a bill similar in character, so as to restrict the 
Federal judges in cases of contempt; that the spirit, as well as the letter of the Consti¬ 
tution of the United States shall be fully preserved to the people, and that tho great¬ 
est liberty and freedom consistent with the common good of all shall be enjoyed as 
was intended by our forefathers, and by them bequeathed to us, their descendants; 
and be it further 

Resolved, That this board recommend each lodge and division of railroad employees 
in the State to appoint a eommitteo to obtain the names nnd signatures of each citi¬ 
zen who loves liberty and a republic above a selfish greed of gain to a petition to the 
next Congress of .the United States pertaining to this subject; and be it further 
Resolved, That the honorable president, the honorable vice-president, and the hon¬ 
orable secretary of this board be hereby constituted a committee to confer with the 
railroad legislative boards of sister States and Territories and urge them to like action 
in the premises, and also to solicit the cooperation of all organized labor bodies to 
unite with us in petition, to the end that a uniformity of action may be taken through¬ 
out the United States in this matter; and be it further 
Resolved , That the president appoint a committee of five to prepare a suitable 
form or head to a petition to be sent each lodge and division in this State. (Pro¬ 
ceedings of Biennial Convention of State Legislative Board, p. 45.) 

[Resolution ot tho second biennial convention ot tho Order of Railroad Telegraphers, passed at 
Peoria, Ill., May 26, 1899.] 

Whereas we view with alarm the arbitrary interference of Federal judicial authori¬ 
ties in iocal affairs, and denounce it as a violation of the Constitution of the United 
States and a crime against free institutions, and we especially object to government 
by injunction as a new and highly dangerous form of oppression by which Federal 
judges, in contempt of the laws of the States and rights of citizens, become at once 
legislators, judges, and executioners: Therefore lie it 
Resolved, That the Order of Railroad Telegraphers, in convention assembled in 
the city of Peoria, Ill,, May 23, 1899, do respectfully urge and pray that Congress 
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pMs a law bo as to restrict the Federal judges in cases of contempt; that the spirit as 
well as the letter of the Constitution of the United States shall be fully preserved to 
the people, and that the greatest liberty and freedom consistent with the common 
good of all shall be enjoyed, as was intended by our forefathers, and by them 
bequeathed to us, their descendants, (Supplement to the Railroad Telegrapher, 
July, 1899, p. 135.) 

[Editorial from Railroad Trainmen’s Journal for July, 1893, p. 661.) 

* * * The most dangerous question which confronts the country and the people of 
to-day is the one question of the encroachment of capital on the rights of labor and the 
assistance given capital by an ever-willing judiciary, eager to construe the statutes in 
favor of corporations and against labor. This is a question which our next Congress 
will havetogiveall the consideration which the gravity of the situation demands. If 
the fault is in the laws, then let them be modified or repealed altogether, and if the 
fault is in the misinterpretation of them, then let the intepreters be removed. Labor¬ 
ing men would rest easier under a decision founded upon the true intent of a law, even 
though the decision were against them, than they ever could under a distorted one, 
though the conditions were more favorable. It is not the intention to have decided 
as right or legal the placing or leaving of trains or engines where the lives and property 
of the public would be jeopardized, but the right to Quit when proper precautions 
have been taken to avoid all danger—without being held and punished as a deserter 
from the Army or Navy—is the right of every man, and he should be given that right 
legally, or the right of discharge should be taken from corporations unless the 
employee sees fit to quit. Let one law be made to govern both sides of the question; 
let each receive the same advantages or reverses. It is true that the decisions have 
placed Ihe employees on the same level with their employers, but of what use would 
it be to them should they seek redress under the same law. 

Labor has been the unwilling witness of many object lessons the past year. It has 
been the disgusted spectator at courts where prejudice overcame justice, until patience 
has ceased, and it demands that wrongs be righted and that laws placing men on the 
same level be enacted. 

[Editorial from Railroad Trainmen’s Journal for October, 1894, p. 884.] 

* * * Experience has brought the opinion that the power of the courts is too 
far-reaching in this respect—that it is too arbitrary. It is against the American idea 
of fair play and not in keeping with the personal freedom of action which is one of 
the attributes of free government. The trial of the A. It. U. officers under the charge 
of contempt of court furnishes an idea of what power the court can assume. Trial 
by jury was denied on the same grounds that the bench lias taken in regard to 
injunctions and strikes, and which is far from popular with the great body of the 
people. The courts have taken to themselves power and jurisdiction that threaten 
the personal liberty of every inhabitant of the United States. There is crying need 
of legislation taking from the courts the power of judging arbitrarily the limit of 
personal action. Government by injunction is not good government, and must, in 
the interest of general safety, give way to government by law. There is great dissat¬ 
isfaction of the people, and there will continue to be as long as they know there are 
defects in the law and its administration. * * * 1 

[Editorial from the Railroad Trainmen's Journal for September, 1897, p. 830.] 

The injunctions issued by the judges of West Virginia have aroused the indig¬ 
nation of men the country over, and the expression coming from them is anything 
but complimentary to the jurists who have disgraced their profession at the man¬ 
dates of the coal-mine owners. The right of free speech as guaranteed by the 
Constitution has l>een taken away by the bench, and the action has been so high¬ 
handed and utterly outrageous that every sense of decency rebels at the ruling of 
the tools of the corporations. The people of the United States are about on the point 
of protesting against the sweeping assumption of authority by the bench. * * * 

[Editorial from the Railway Conductor for September, 1896, p. 644.] 

* * * The courts are working the injunction overtime, and if they do not 
moderate their devotion to this latest discovery in the science of legalized tyranny 
they may be made to suffer for some portion at least of the crimes they have com¬ 
mitted in its name. 
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(Editorial from the Railway Conductor for November, 1896, p. 188.) 

The Hammond injunction.—If the reports given by the daily papers are to be accepted 
as accurate, the American Steel and Wire Company, of Cleveland, Ohio, is the bene¬ 
ficiary of the most drastic injunction yet issued by the Federal courts. This company 
is a member of the wire-nail trust, and when its employees went on a strike the whole 
force of the combination was brought to bear to secure the aid of the courts in keep¬ 
ing the strikers in subjection. In response to thedemand thus made, Judge Ham¬ 
mond, of the United States circuit court, issued an injunction which virtually makes 
it unlawful for the employees to talk to each other about strikes. According to the 
published synopses of this document the striker must not interfere with, obstruct, or 
stop any of the business of the company or its agents, servants, or employees in any 
of its works anywhere; he must not enter upon the company’s grounds for the pur¬ 
pose of interfering therewith in any manner; hemustnotcompelorinduceorattempt 
to compel or induce by threat, intimidation or persuasion, force or violence, any of 
the employees to refuse or fail to perform their duties; he must not congregate for the 
puipose of intimidation; he must not post pickets or establish a patrol; he must not 
go “singly or collectively” to the homes of company employees for the purpose of 
intimidation; he must not threaten in any manner the wives and families of the 
employees at their homes. When taken by themselves some of these prohibitions 
would lie accepted without question, but when persuasion is included in the general 
inhibition it at once becomes apparent that the purpose of the court was to leave the 
employees in the hands of their employers with no recourse save in abject submission. 
It is true the injunction very carefully'adds “for purposes of intimidation,” when it 
forbids the congregating of the strikers, but, since it is left for a hostile court to 
determine in every case what that purpose is, the right of peaceful assembly must be 
a dead letter to those men. This despotic invasion of the constitutional rights of 
freedom should open the eyes of honest men everywhere to the dangers which must 
attend every invasion of those rights, no matter now specious the reasons given for 
that invasion may be. All who believe in our form of government and hope for its 
perpetuity have a vital interest in this great wrong and should make common cause 
against it. The injunction in question should be challenged in the courts as was the 
one issued by Judge Jenkins against the Northern Pacific employees and the officers 
of the railroad brotherhood, and it should not be allowed to rest until the last court 
of resort, has been reached. The right of free speech is not yet dead. The courts 
are growing constantly bolder in their invasions of thedomain'supposed to have been 
set apart for the legislative departments of our Government, and not another session 
of Congress should lie allowed to pass without the enactment of such legislation as 
will forever restrict them to their proper sphere of action. 

[Editorial from the Brotherhood of Locomotive Engineers Journal, September, 1896, p. 789.] 

* * * Wc do not understand that “curbing” means taking away any rightful 
authority, in the light of the present age of moral and intellectual thought, which 
understands so much better where the right of one factor of our social organization 
ends and the other begins than was conceived in the past. The ninth Blue Law of 
the New Haven Colony says “the judges shall determine controversies without a 
jury,” but out of abuse of this authority has come “curbing” of authority. The 
most exalted opinion of a citizen cloaked with judicial authority, with life tenure as 
the means of purification of character and unselfish purpose to follow lines of abso¬ 
lute justice without bias, has been shaken to the very foundation by decisions that 
convey to the mind of all that the judge rendering the decision was not impervious h> 
favoritism, bias, and passion that moved them out of the correct line of the judicial 
functions into that of personal spleen and demagogery; and the restrictions wanted 
by those who would preserve order and give to every factor of society equality under 
the tew, whiclpguarantecs that they shall not lie deprived of liberty withput trial by 
jury, is to restrict the possibility of snap judgments, which are the products of pas¬ 
sion, spleen, and favoritism, lacked by authority, that should be restricted until 
this abuse of authority finds a cure. * * * 

The misuse of judicial authority of Judge Jenkins and others demonstrated the 
necessity for some legislation restricting the scope of their authority. * * * That 
it is necessary for some action in this direction there is no question, nor can there 
be any question that laboring men should use every influence they possess to assist 
in secunng suitable legislation to maintain liberty and preserve the dignity of the 
court, which on several occasions has been dwarfed and warped into a powerful 
means of fostering personal ends and selfish purposes. * * * 
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These are the expressions of the laboring classes themselves, and having person - 
ally talked with thousands of them and heard their individual opinions on this 
question, I am safe in saying that the papers as here quoted are not exaggeration. 
If it is thought these criticisms are too severe, I won Id in vite a comparison of them with 
the expressions made by some of our great public men on this subject, including 
judges, attorneys-general, Congressmen, United States Senators, and the governors 
of several of our States; and when it is considered that in one case the expressions 
come from the men who have suffered, and in the other from those who are not so 
directly interested, I believe the expressions of the employees will be considered 
comparatively moderate. 

Chief Justice McCabe, of the supreme court of Indiana, in writing on the subject 
of injunctions in the Chicago Times-Herald of September 19, 1897, said: “* * * 
Yes; I am inclined to believe that the use of the power interferes with the constitu¬ 
tional right of trial bv jury, and in so far as it does this it endangers the highest and 
most sacred safeguard of the people * * 

Judge John Gibbons, of tne circuit court of Illinois, in the same paper, said: 
“* * * I desire to say that in my opinion there is a danger to-day threatening 
the very existence of the Republic, as gigantic as that which precipitated the rebel¬ 
lion and well-nigh wrought the ruin of our Union. Now it comes, as ever, in the 
seductive guise of the law and under the solemn authority of the court. * * * In 
their efforts to regulate or restrain strikes by injunction, they are sowing dragon’s 
teeth and blazing the path of revolution * * 

Judge M. F. Tilley, of the appellate court of Illinois, in the same paper, gave 
expression to these words: “* * * Such use of the writ ot injunction by the 
courts is judicial tyranny, which endangers not only the right of trial by jury, but 
all the rights and liberties of the citizens. * * * If Congress has the power it 
should promptly put an end to ‘government by injunction’ by defining and limiting 
the power ofthe Federal courts in the use of the writ * * * ” 

During the coal miners’ strike in 1897, on the question of injunctions, Governor 
Sadler, of Nevada, expressed himself as follows: 

“* * * The tendency at present is to have committees make the laws, and to 
have the courts enforce them by injunction, both of which methods, in my opinion, are 
subversive of good government and the liberties of the people * * (Railroad 
Trainmen’s Journal for September, 1897, p. 833.) 

On the same question, Governor Jones, of Arkansas, said: 

“# * * Freedom of speech and of the press is inviolable in this Government, 
and we should not tolerate for a moment any encroachment upon this sacred right. 
Judge Jackson’s order is revolutionary, and if upheld by the Federal Supreme Court 
and submitted to by the people will overturn our system of Government and destroy 
our liberties. It is not only illegal and unadvisable, but is such an act as calls for 
his impeachment and removal from his office.” (Railroad Trainmen's Journal for 
September, 1897, p. 833.) 

Governor Pingree, of Michigan, expressed himself in these words: 

“* * * I consider government by injunction, unless stopped, the beginning of 
the end of liberty. Tyranny on the bench is as objectionable as tyranny on the 
throne. It is even more dangerous, because judges claim immunity from criticism, 
and foolish people acquiesce in their claims. To enjoin people from assembling 
peaceably to discuss their wrongs is a violation of first principles * * *” (Rail¬ 
road Trainmen’s Journal for September, 1897, p. 832.) 

The House Committee on Judiciary of the Fifty-third Congress, which was directed 
to make an investigation of the Jenkins injunction, and report to the House what 
action should be taken by the House or Congress, reported as follows: 

“The power to punish for contempt js limited by the laws of most of the States, 
and we can see no reason why a like limitation should not be placed upon the powers 
of Federal judges. Your committee therefore recommends the adoption of the 
following resolution: 

“ Resolved , That the action of Judge James G. Jenkins in issuing said order of 
December 19,1893, being an order and writ of injunction, at the instance of the 
receivers of tho Northern Pacific Railroad Company, directed against the employees 
of said railroad company, and in effect forbidding the employees of said Northern 
Pacific Railroad Company from quitting its service under the limitations therein stated, 
and in issuing a similar order of December 22,1893, in effect forbidding the officers of 
labor organizations with which said employees were affiliated from exercising the 
lawful functions of their office and position, was an oppressive exercise of the proc¬ 
ess of his court, an abuse of judicial power, and a wrongful restraint upon said 
employees and the officers of said labor organizations; that said orders nave no 
sanction in legal precedent, were an invasion of the rights of American citizens, and 
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contrary to the genius and freedom of American institutions, and therefore deserv¬ 
ing of the condemnation of the Representatives of the American people.” (House 
Report 1049, Fifty-third Congress, second session.) 

1 have quoted these resolutions and editorials to show the commission the way 
the employees view the recent actions of our courts; but, Mr. Chairman, the railroad 
employees of this country did not pass these resolutions and then not endeavor to 
put them into effect. For the last 5 or 6 years they have kept a man here at this 
Capitol urging upon the members of Congress to pass some kind of a law that would 
limit and define the power of courts in issuing injunctions. In addition to this, the 
lodges and individual members have, I might say, stormed Congressmen with peti¬ 
tions, memorials, letters, and telegrams, earnestly praying for the passage of tile 
\ arious measures that have been before Congress from time to time. They plead 
for this legislation for so long, and it did not come, and they came to the conclusion 
that a more effective plan should be adopted to impress upon Congressmen the neces¬ 
sity for such legislation; so on March 20, 1898, a large union meeting of members of 
these organizations in the State of Pennsylvania was held at Pittsburg, Pa., for the 
sole purpose of urging the passage of the bills then pending before Congress, and to 
prepare plans to put the various candidates for the next Congress on record in regard 
to such legislation; and a committee was appointed to carry out the work of the 
meeting. 1 hand you a copy of the circular prepared by that committee, which was 
sent to each candidate for the United States Senate and House: 

BKAVEHKAI.Ui, 1 ’a., -—— , 1898. 

Mr. --, 

Vnndidute /or Com/mot, 


Dear Sir: At a union meeting of 500 delegates from various parts of Pennsyl¬ 
vania, representing the Brotherhood of Locomotive Engineers, Brotherhood of Loco¬ 
motive Firemen, Order of Railway Conductors, Brotherhood of Railroad Trainmen, 
ami Order of Railroad Telegraphers, held in Pittsburg, Pa., March 20, 1898, for the 
purpose of taking action regarding injunctions and other questions which vitally 
affect labor, the following resolution was unanimously adopted: 

“ Whereas, our experience of the past few years with some of our courts in their 
actions in cases of injunctions and contempts has convinced us of the wisdom of the 
expressions and actions of our forefathers when they said, ‘The liberties of the peo¬ 
ple were endangered by the aggressions of the courts ’ and when they declared to 
the world that ‘one of their reasons for severing their allegiance to the British throne 
was because they were deprived of the lienefit of trial by jury,' and when they placed 
a clause in our Constitution which says that‘trials of all crimes shall be by jury,’ 
and as there was a bill introduced in the first session of the Fifty-fifth Congress which 
provides for trial by jury in certain cases of contempt: Therefore, 1* it 

"Remlred, That we believe the right of trial by jury is just as sacred to-day as it 
ever has been and that we view with alarm the aggressive tendency of some of our 
judges in their attempts to serve corporate interests through the guise of equity pro¬ 
ceedings wherebyboth the spirit and letter of the Constitution are violated, amt we 
denounce such actions as judicial tyranny, and we urge our two United States Senators 
and Congressmen to use their influence and vote in behalf of the referred-to bill; and 
be it further 

“Rtsolved, That a committee composed of one member from each organization here 
represented be appointed by the chairman of this meeting, and if the above bill or a 
similar one is not passed at this session of Congress, said committee shall interview, 
or cause to be interviewed, each candidate for United States Senator and Congress- 
nien and ascertain their views, and whether or not if elected they will use their 
efforts in behalf of such legislation, and said committee shall publish the result of 
such interview in all labor and industrial journals in Pennsylvania and also in the 
public press; that a copy of this resolution be sent to the President, the United 
States Senate, and the House of Representatives.” 

As the bill referred to in this resolution was not enacted into law at the last session 
of Congress, therefore we the committee, appointed by that meeting to interview 
each tandidate for Congress and United States Senator, do respectfully submit to you 
the following questions; 

labour ^tes? 111 ' V ' eWS on P° wer an< * practice of courts in issuing injunctions in 

How is such power derived, and is it misused? 

Do injunctions interfere with the constitutional guarantee of trial by jury? 

. “hould Congress specifically define and limit the power of courts in issuing 
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If you are elected will you vote for a law which will define and limit the power of 
courts in issuing injunctions? 

A copy of this letter has also been given to the press. 

Respectfully, yours, 

Clare L. Hinsdale, B. of L. F., Chairman. 

H. R. Fuller, B. of R. T., Secretary. 

C. II. Lang hurst, B. of L. E. 

Wm. Bo ate, 0. IL C. 

S. H. Eakin, 0. R. T. 

• Committee. 

Several of the candidates made no answer to this circular, ignoring it entirely. 
Thirty made replies, and notone of them upheld injunctions; and 27 of them agreed, 
if elected, to vote for a bill which would limit and define the power of the courts in 
issuing injunctions. Thirteen of those who were pledged were elected. In one 
district one candidate refused to make reply to the questions, while his opponent 
made a favorable reply, and we were successful in electing the man who was favor¬ 
able by a majority of 34 votes. The circular and answers were all made public at the 
time. I have the answers with me, and if the commission desires to see them I am 
at liberty to furnish them. 

Some of them contain some valuable arguments against the present use of injunc¬ 
tions. I believe there is a growing tendency among our judges to substitute 
injunction proceedings for indictment and trial bv jury, ami the actions of some of 
our courts within the last decade have firmly convinced me that, in order to preserve 
the liberties guaranteed to us by the Constitution, it is necessary for Congress and 
our State legislatures to limit and define the power of courts in issuing injunctions. 
As a most effective means of curing this evil I would suggest the passage oi the fol¬ 
lowing bill, which is now pending in Congress, and would urge the passage of similar 
ones in the various States: 

A BILL to limit the meaning of the word “conspiracy” and also the use of “restraining orders and 
injunctions" as applied to disputes between employers and employees in the District of Columbia 
and Territories, or engaged In commerce between the several States, District of Columbia, and 
Territories, and with foreign nations. 

Be it enacted by the Senate and House of Representatives of the United Slates of America 
in Congress assembled , That no agreement, combination, or contract by or between 
two or more persons to do, or procure to be done, or not to do, or procure not to lie 
done, any act in contemplation or furtherance of any trade dispute Ixdween employers 
and employees in the District of Columbia or in any Territory of the United Suites, 
or who may be engaged in trade or commerce between any Territory and another, 
or between any Territory or Territories and any State or States, or the District of 
Columbia, or with foreign nations, or between the District of Columbia and any 
State or States ; or foreign nations, shall he deemed criminal, nor shall those engaged 
therein be indictable or otherwise punishable for the crime of conspiracy, if such act 
committed by one person would not be punishable as a crime, nor shall such agree¬ 
ment. combination, or contract be considered as in restraint of trade or commerce,, 
nor shall any restraining order or injunction l>e issued with relation thereto. Noth¬ 
ing in this act shall exempt from punishment, otherwise than as herein excepted, any 
person guilty of conspiracy, for which punishment is now provided by any act of 
Congress, but such act of Congress shall, as toihe agreements, combinations, and con¬ 
tracts hereinbefore referred to, be construed ns if this act were therein contained. 

Hours of labor exacted ,—Asa rule, through-freight, trainmen and enginemen work 
10 hours ior a day. However, they are many times required to w'ork from 24 to 36 
hours without rest. Their work and rest are very irregular, they having no set time 
to go out on their runs and no regular arriving time. This also makes their meals 
irregcular, and they are generally required to carry two or three meals with them. 
On a count of their not having regular times to go on duty they are subject to a call 
for duty at any time, and consequently their time off duty between runs is not what 
they can really call their own, for if a call is made upon them and they are not found 
at home or at their regular stopping places they are disciplined. 

Local freight men generally work 12 hours for a day, but a great many times they 
can not complete their runs in this length of tim ^ and are required to work 16 and 20 
hours. They have regular leaving and arriving times, and their tim»off duty can be 
used as they see fit, for as a rule they are not subject to a call for other than their 
regular duty. 

Passenger men are not required to work as many hours as freight men. They have 
regular times for leaving and arriving, and their time between trips can be used as 
they like, for they are not subject to a call for duty at any time, as are through- 
freight men. 
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Of late years the policy of railroad companies has been to do away with as many 
terminals as possible and lengthen the runs of their freight and passenger crews, and 
in some cases the increase in mileage has l>een 100 per cent. The result of this prac¬ 
tice has been to require more hours on duty without rest, more time away from home, 
and in many instances has caused employees to sell their homes at a sacrifice and 
move to the new terminal. ^ 

Telegraph operators in many cases are also required to fill the oihce of station agent. 
Their duties are arduous and their hours long. Some telegraph O|ierators employed 
at interlocking and block-signal stations are only required to work 8 hours for a day, 
but as a rule they work 12 hours and over. I believe the hours exacted from rail¬ 
road employees are excessive. Eight hours out of 24 isquiteenough for any employee 
in yard or telegraphic service to work, and 10 hours are long enough for road men to 

" Although there have been many improvements introduced in the syBtem of 
handling trains, the lessening of work on their account will not compare with the 
increase in the physical and mental strain put upon employees by the adoption of 
the present heavy equipment, increased tonnage of trains, block signals, and the 
increase in clerical work. 

Within the last few years engines of much greater hauling capacity have been put 
into use. These engines have a greater steam capacity and burn much more coal 
than engines used in the past. This increases the labor of the fireman. They are 
much hanier to handle and have more machinery about them, which requires more 
attention from the engineers to keep them in running order. They haul longer 
trains, which increase the work of the conductors and brakemen, there being more 
cars to look after. 

The adoption of the block-signal system has decreased the danger of wrecks and 
made it much safer for travel on railroads, hut it has increased the physical and 
mental strain on engineers, firemen, and telegraph operators, the engineers and fire¬ 
men having to he on the lookout for these signals, while the telegraph operators 
must watch more closely ihe movement of trains. 

Then, too, the manner of making reports lias been materially changed. Where 
in the past only brief reports, and in some eases none at all, were required, very 
elaborate and detailed forms have of late been put into use, and in a great many 
ca-es duplicates are required. 

The cause of many accidents could, I believe, be traced to employees being over¬ 
worked anti not having the required amount of rest. I will submit reports ot coro¬ 
ners’ juries on two such cases which just happened recently: 


terminals as f 
in some cases 


Alleoiikny County, as : 

An inquisition, indented, taken at Fourth and Fifth wards, Pittsburg, in thecounty 
of Allegheny, on the 13th, 16th, and 18th days of November, A. D. 1899, before me, 
Jesse M. McGcarv, coroner of the county aforesaid, upon the view of the body of 
Alfred C. Carter, then and there lying dead, upon the oaths and solemn affirmations 
of John Dingfelder, Owen McCabe, Edward Feick, Jaa. Zoog, John E. Donaldson, 
H. L. Hubley, good and lawful men of the county aforesaid, who being sworn and 
affirmed ami charged to inquire on the part of the Commonwealth when, where, 
and how, and after what manner the said Alfred C. Carter came to his death, do say 
upon their oaths and affirmations aforesaid that the said Alfred C. Carter, age 33 
years, married, and residing at Rankin, Pa., came to his death suddenly while in 
caboose of extra north (IS, * * * R. R., and while the train was stopped at 
* * * station engine No. 7, hauling extra freight, collided with extra No. 65 on 
Sunday, November 12, 1899,at 10.12 p. in., and instantly killed him. 

And, from the evidence, the jury find his death was accidental and caused by the 
flagman of said train nort'li 65 in not going hack the required distance to flag an 
approaching train, but we do not believe that the same tends to criminal negligence, 
bemuse of the time tile crew were on duty. 

And so the jurors aforesaid, upon their oaths or affirmations as aforesaid, say that 
the aforesaid Alfred C. Carter, for the cause aforesaid, in the manner and form afore¬ 
said, came to his death, and not otherwise. 

In witness whereof, as well of the aforesaid coroner, we, the jurors, have hereunto 
put our hands and seals, on the day and year and at the place above mentioned. 


Jesse M. McGeaey, Coroner. 

SEAL. 

JonN Dingfkldeb. 

SEAL. 

Edw. Feick. 

SEAL. 

John L Donaldson 

SEAL. 

Owen McCabe. 

SEAL. 

Jas. Zoos. 

SEAL. 

H. L. Hitri.ey. 

I8EAL. 
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Statb or Pennsylvania, County of Allegheny, it: 

I, Jesse M. McGeary, coroner of Allegheny County, in the State aforesaid, do hereby 
certify that the above and forgoing is a true and correct copy of the verdict in the 
matter of the inquest held on the body of Alfred C. Carter, deceased, which was ren¬ 
dered on the 13th, 16th, and 18th days of November, A. D, 1899, as appears from the 
records of my office. 

Witness my hand and Beal, at Pittsburg, in said county, this 19th dav of December, 
A.D. 1899. 

Jesse M. McGeary, Coroner, [seal.] 

[seal.] 

[10-eent stamp.] 

Allegheny County, ss: 

An inquisition, indented, taken at Fourth and Fifth wards, Pittsburg, in the county 
of Allegheny, on the 21st, 23d, 27th, and 30th days of Decern iter, A. I). 1899, before 
me, Jesse M. McGearv, coroner of the county aforesaid, upon the view of the body 
of William J. Richards, then and there lying" dead, upon the oaths and solemn affir¬ 
mations of John Mumford, John L. Donaldson, John Diemer, John Dingfelder, 
Michael Hagerty, Jas. Zoog, good and lawful men of the county aforesaid, who 
being sworn and affirmed and charged to inquire on the part of the Common¬ 
wealth when, where, and how, and after what manner the said William J. Richards 
came to his death, do say, upon their oaths and affirmations aforesaid, that the said 
William J. Richards, age about 35 years, married, and residing at 314 Third street, 
Esplenboro, came to his death at the West Penn Hospital, Pittsburg, on Wednesday, 
December 20, 1899, at 1 o’clock a. in., from injuries received by engine No. 124, 
# * * R. R., running into caboose, opposite * * * station, on Monday, 
December 18, 1899, about 12.30 a. in. 

And from the evidence the jury find that the crew, John J. Richards, David H. 
Grant, and James Crop, did not projierly protect the rear end of their train, causing 
a rear-end collision. 

We recommend that the * * * R. R. force their employees to take the neces¬ 
sary amount of rest to properly perform their duties. 

And so the jurors aforesaid, upon their oaths or affirmations as aforesaid, say that 
the aforesaid William J. Richards, for the cause aforesaid, in the manner and form 
aforesaid, came to his death, and not otherwise. 

In witness whereof, as well of the aforesaid coroner, we, the jurors, have hereunto 
put our hands and seals, on the day and year and at the place above mentioned. 


Jesse M. McGeary, Coroner. 

heal. 

John Mumford. 

HEAL. 

John Diemer. 

SEAL. 

Michael Hagerty. 

SEAL. 

John L. Donaldson. 

SEAL. 

John Dingfelder. 

‘seal. 

Jas. Zoog. 

SEAL. 


State or Pennsylvania, County of Allegheny, si: 

I, Jesse M. MeGeary, coroner of Allegheny County, in the State aforesaid, do hereby 
certify that the above and foregoing is a true and correct copy of the verdict in the 
matter of the inquest held on the body of William J. Richards, deceased, which was 
rendered on the 21st, 23d, 27th, and 30th days of December, A. D. 1899, as appears 
from the records of iny office. 

Witness my hand and seal, at Pittsburg, in said county, this 8th day of January, 
A. D. 1900. 

f siAL.] Jesse M. McGearv, Coroner, [seal.] 

10-cent stamp.] 

In each case one man was killed and two badly injured. Better service and better 
results would come from a shorter workday. Expert evidence to this effect can be 
found on pages 13 and 14 of the hearings before the Subcommittee on Labor of the 
House of Representatives, on March 9, 1892. It is true that on a great many lines 
there are rules giving the employees the right to 8 hours rest after continuous service 
of 16 hours or more, but these rules are not lived up to. 

The companies are generally the cause of these rules not being lived up to. 
Especially is this so in the busy seasons, when the taking of 8 hours rest by each 
crew would mean delay to freight; and each road, if not eager to outdo its competi¬ 
tor, is at least trying to keep up its end, and the men are persuaded to make another 
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trip without rest. This is sometimes done by moral suasion and sometimes by means 
more or less coercive. But not a few times do the men themselves choose to go out 
the road when they are physically and mentally unfit for duty on account of long- 
continued service without rest. This, however, only emphasizes the need of legisla¬ 
tion on this question to protect the lives of the employees and the public. 

In addition to the direct benefits to be gained by a shorter workday there are 
many general benefits that would accrue therefrom both to the employees and the 
citizenship of the country. The present day manager of a railroad is generally a 
man of bright intellectual abilities, and possesses a technical education. If he is 
lacking in information on any subject he has hisstafi of expert legal advisers and 
other sources of information to draw from, and when a question arises between the 
management and the employees the employees have this combined intelligence to 
cope with, and to be in any measure successful in this they must have more time for 
thought and education. 

I believe, too, that many other difficulties would be overcome and our country 
would be better off from a political standjwint if the working classes were given 
more time to study the various industrial and political questions. As conditions now 
exist among railroad employees, many of them do not nave time enough to get the 
required amount of rest, much less the opportunity of reading the daily papers and 
studying the various questions that affect their interests. As evidence of the feeling 
of a great many railroad employees on this question, the following resolution and 
editorial are submitted: 

“Whereas, the great innovations of modern railroading have brought with them 
an increase in the physical and mental strain upon employees in the transportation 
department, and as there is a disposition on the part of our railroad companies to 
lengthen instead of shorten the runs of the trainmen and enginemen as their duties 
become more arduous, tiiereby making the strain twofold: Therefore 

“lie it resolved. That we, members of the Brotherhood of Locomotive Engineers, 
Brotherhood'of Locomotive Firemen, Order of Kailroad Conductors, Brotherhood of 
Railroad Trainmen, and Order of Railroad Telegraphers, in joint meeting assembled 
at Carnegie, I’a., this 10th day of July, 1800, urge Congress to pass a law restricting 
the hours of labor of employees in tne transportation department of interstate rail¬ 
roads to 8 out of 24. 

“lie it further resolved, That a copy of this resolution lie sent to the President of the 
United States, the United States Senate, the House of Representatives, and the 
United States Industrial Commission.” 


[Editorial from the Hallway Conductor tor November, 1895, p. 611.] 

‘“A shorter workday for labor’ continues to be the all-absorbing topic with a 
great many of the lalxjr organizations through the country, and its discussion seems 
to grow in interest and enthusiasm as the time passes. There can be no doubt as to 
its vital importance, especially to those classes of workers whose domain has been 
most seriously invaded by different kinds of labor-saving machinery. It is hoped 
that the shortening of the hours will go far toward relieving many of the distressing 
conditions thus imposed upon great numbers of our most effective workmen. No 
other remedy offers so much hope, and when a trial could be given with so little of 
trouble and expense it would seem criminal to refuse it. A number of the strongest 
organizations are now arranging to submit to a vote of their members a proposition 
for the establishing of a general 8-hour dav on the 1st of May next, and it is safe to 
say that it will be uniformly confirmed. Whatever may be the result of the adop¬ 
tion of the new policy as a relief for the congested condition of the labor market, it 
must certainly be indorsed as a humane measure. The growth of sentiment in this 
regard has been slow, but it has been none the less sure. Only a few years ago and 
many of the clearest thinkers among our workers were opposed to the shorter day 
because it meant a shorter wage, but they are now very willing to take the needed 
rest, and with it all the conditions which may naturally follow. The improved con¬ 
dition of the men who have sufficient time to recuperate, mentally and physically, 
after one day’s work before beginning the next is apparent.” * * * 

While there might be a little difficulty at first in putting a shorter workday into 
effect in the transportation department of railroads, the feasibility of the plan is 
proven by the fact that anumberof yards in New York and the New England States 
and a number of telegraph offices in various parts of the country are now being suc¬ 
cessfully operated under an 8-hour rule. As an evidence of this fact I submit the 
following statement of the chairman of the general grievance committee of the 
Brotherhood of Railroad Trainmen, who assisted in patting the 8-hour day in force, 
and who is in a position to see its practical workings: 
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Mr. Hugh Fuller, 

Hotel Raleigh, Washington, D. C. 


South Boston, Mass., January 29, 1900. 


Dear Sir and Brother: In answer to your letter of the 13th instant I send the 
following, which is at present the best statement I am able to give. 

The 8-hour system was inaugurated on the New York, New Haven and Hartford 
at Harlem, N. Y., on January 1,1882. The apparent reason for it was the limited 
track room and because the work was so laborious that the company could not get 
men to work longer than a month or so at a time; so on the above date Mr. Clark, 
who was then officially connected with the road, introduced the 8-hour system. It 
has been gradually extended to all points over their lines, and at the present time it 
is in operation in all of the big yards on the system. In 1884 or 1885 it was brought 
about in New Haven by the men presenting a petition asking for the 8 hours, which 
was refused by the company. The men struck and were out a short time, when the 
company yielded. There was no labor organization in this strike. I can not give 
the date it was adopted in New London, out a short time ago the company, after 
receiving a petition from the men, extended the 8 hours over other portions of the 
yard there that were not already working the 8 hours. There are other yards in 
Connecticut that are working the 8 hours, but I can not give locations, except at 
Bridgeport, and it has been in effect there for 8 years that I know of. In regard to 
Boston and Providence yards, the Brotherhood of Railroad Trainmen prepared a 
schedule covering yard and road men on the New York, New Haven and Hartford 
Railroad, in which they asked for the 8 hours. Said schedulo was presented to the 
officials of the company on February 15,1899. On May 1,1899, the 8 hours went 
into effect in Providence, R. I., and in the freight yards in Boston. On September 
25, 1899, it was put into effect in the passenger yards in Boston, and now all yards 
of the New York, New Haven and Hartford in Boston are working on the 8-hour 
basis. In Springfield, Mass., I can give no information as to date of its going into 
effect. 

This takes in all the big yards, and we expect to have it in some of the smaller ones 
before long, as we now have the promise of it. I have got no written expression of 
the company on the matter, but, as I served on the committee, 1 can say that the 
officials aid not oppose it, and, if anything, were in favor of it. The general super¬ 
intendent and general manager raised no objections to its going into effect, and, as 
far as I know, with the exception of the strike in New Haven, the officials and 
employees are perfectly satisfied with the system, and especially the men. 

The number of men employed in the different yards are as follows: Harlem River, 
New York, 24; Bridgeport, Conn., do not know. There are other yards in Connec¬ 
ticut that are working on the 8-hour system, but do not know where they are 
located. In Providence, R. I., 75men; in Boston, Mass., 191 men; Springfield, Mass., 
working 8 hours, but do not know the number employed. This does not include 
tower men, but I have been informed that all towers are working 8 hours. 

Hoping in the near future to be able to give you a more correct account, I remain, 
Yours, fraternally, 

R. McIntirk, 

No. 97 Sixth street, South Boston, Mass. 


The Brotherhood of Railroad Trainmen, at its fourth biennial convention, held in 
New Orleans, La., in May, 1899, took under consideration the question of asking Con¬ 
gress to pass a law limiting the hours of service on railroads to 8 per day. The ques¬ 
tion was referred to a committee, which made a favorable refiort, and their report 
was unanimously adopted by the convention. (Convention Proceedings, p. 73.) 

I would recommend that Congress and our State legislatures pass laws limiting the 
hours of service of yard employees and telegraph operators to 8 out of 24 and road 
men to 10 out of 24. Provisions should be made to cover delays caused by wrecks, 
washouts, and other unavoidable causes. Such laws should also provide exceptions 
in cases where men are away from home and can not get back home within that time. 
This is for the purpose of allowing them to have their rest at home with their fami¬ 
lies, which is the proper place for them to take their rest. Then, too, after they 
have had their rest, they nave a better chance to read and improve their minds at 
home than they have lying around a caboose or bunk-house at the other end of the 
division. But in drafting a provision in the law to cover such cases as these the 
greatest care should be taken lest the whole object of the law be defeated, for I 
believe all kinds of little schemes would ot worked to get more hours of service out 
of the men. 

Sunday labor .—Compensation for Sunday labor is the same as for labor performed 
on any other day. 

Much of my argument for an 8-hour day can be appropriately used in behalf of 
Sunday as a day of rest, as the advantage to be derived from 1 rest day out of 7 is 
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ag beneficial io the man physically and morally as is that which is gained by a 
shorter work day. ,, „ , 

Some people argue that it would not do to stop Sunday trams; that they are a 
necessity to carry the mail, perishable freight, and live stock; and that the traveling 
public would be inconvenienced too much thereby. 

To me these arguments appear to be more or less inconsistent and selfish, and I do 
not think they are the conclusions of minds that have made a study of this question. 
If it is desirea to send a communication in a hurry, by using the telegraph on Sat¬ 
urday evening or Monday morning it can be gotten to its destination quicker than 
had it been put in the mail on Saturday and been in transit on Sunday, for in the 
most of cities and towns, even had it arrived on Sunday, it would not be delivered 
until Monday. 

The advent of the refrigerator car removes any necessity, if there ever was any. 
for moving perishable freight on Sunday; and it is only humane to unload and feed 
live stock while in transit. Roads which handle live stock now have places arranged 
to unload stock and feed it, and I have understood that the law's require it; therefore 
good instead of harm would come from unloading live stock and allowing it to rest 
over Sunday. 

There seems to be a growing tendency to increase Sunday labor on railroads. 
This is caused by the public demand for Sunday trains for convenience and pleasure, 
and the eagerness of the officers of the roads to increase the earnings. Several roads 
that heretofore ran few'or no trains on Sunday have of late put on Sunday trains and 
bid for Sunday traffic. Some roads do a larger freight business on Sunday than on 
any other day of the week. I have in mind one road in particular whose principal 
traffic is in coal, coke, and ore, that endeavors to get its freight cleared up on Sun¬ 
day, and for a large part of the day on Monday there is very little done. As this 
freight is of a low class it could be held over until Monday, thus giving the 
employees their Sunday at home; but it seems, in this case at least., that the com¬ 
forts and natural needs of the men are made secondary to the convenience and busi¬ 
ness interests of the management. 

Committees representing the men have at various times w'aited upon the manage¬ 
ments and asked for a restriction of Sunday trains, and have generally met with the 
answer that the managers were in favor of it, but competition and the demands of 
the public required them to run Sunday trains. I believe the competition feature 
and the eagerness to increase earnings have more to do with it than the demands of 
the public, for many roads inaugurate Sunday trains and Sunday excursions, and by 
elaborate advertisements go into the market and bid for and encourage Sunday 
travel, thus showing that they seek the public patronage for their Sunday trains 
rather than the public asking for Sunday trains. To verify these statements I sub¬ 
mit to the commission the following handbills and newspaper advertisements and 
clippings. 

(The witness here submitted four different handbills which had been distributed 
in Youngstown, Ohio, each advertising Sunday excursions to Cleveland, Ohio, on 
the Erie Railroad, for the respective dates following: June 11,1899; July 9,1899; 
July 23,1899, and August 13, 1899. The first handbill was as follows:) 

“Sunday excursion to Cleveland and return via Erie Railroad, Sunday, June 11. 
Fare for round trip, $1. Special train will run as follows: Leave Sharpsville, 7.20 
a. m.; leave Sharon, 7.30 a. m.; leave Hubbard, 7.45 a. m.; leave Youngstown, 8 
a. m.; leave Girard, 8.09 a. m.; leave Niles, 8.16 a. in.; leave Warren, 8.26 a. m.; 
arrive Cleveland, 10 a. m. Returning, special train leaves Cleveland at 7. 30 p. m., 
making above stops. Tickets good on special train only. D.1. Roberts, G. 1\ A., 
New York; F. W. Buskirk, A. G. P. A., Chicago; R. H. Wallace, G. A. P. D., Cleve¬ 
land; J. D. Cutter, T. P. A., Youngstown.” 


[Pittaburg Post, July 11,1899.] 

A rush of Sunday freight.—The regular heavy run of through business on all the 
important lines leading through the Pittsburg gateway was heavy on Sunday. The 
lanhandle and the Baltimore and Ohio had a neavy fruit, vegetable, and live stock 
and refrigerator business, all first-class freight, which pays a big revenue. The Pitts- 
burg and Lake Erie had train after train of coal and coke out of the Monongahela 
JH^Youghiogheny valleys. The Baltimore and Ohio is having quite a heavy coal 
traffic to the Eastern cities, and on Sunday train No. 0 passed 30 sections of freight 
between Pittsburg and Harpers Ferry. 


[Pittsburg Post, July 24,1899.] 

BeUefonte, Pa.— Sunday train service for Bellefonte was established for the first 
time in the history of the town by the Pennsylvania Railroad Company. 
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[Plttobtug Post, August 8,1899.] 

A heavy run of live stock.—Tho Panhandle had a very heavy run of live stock Sun¬ 
day, more than 125 carloads having been brought in during the day. One large 
tram load came in from the Wheeling division, and the other longest train load was 
gathered up along the Cleveland and Marietta Railroad. The other trains came in 
from the divisions west of Columbus and Indianapolis. 

On the Fort Wayne and Baltimore and Ohio the live-stock traffic was also quite 
heavy. There was not such a heavy business in refrigerator stuff, but the merchan¬ 
dise business west bound was heavier than usual. On Saturdays the live stock is 
driven from Ohio and Indiana towns to the stock pens and loaded up for East Lib¬ 
erty, and the trains come in here on Sundays. 

[Beaver, Pa., Star, ot August 81,1899.] 

East Liverpool and BeUaire.— Under new schedule, taking effect on Pennsylvania 
lines Sunday, July 23, a new train will be run Sundays between Pittsburg, East Liv¬ 
erpool, Steubenville, and Bellairo. The new train will leave Pittsburg Union Station 
7.10 a. m., central time, arriving at Rochester 8.20 a. m., Beaver 8.25 a. m., East 
Liverpool 9.02 a. m., Steubenville 10.06 a. m., Bellaire 11.15 a. m. Returning, leaves 
Bellaire at 1 p. m., central time; arrives in Pittsburg at 5 p. m. 

[Pittsburg Post, July 21,1899.] 

More Sunday train!.— It was announced yesterday that, beginning next Sunday, 
the Pennsylvania Company would begin running train 361 through to Bellaire every 
Sunday, and No. 360 will also be a daily train, leaving Bellaire at lp. m. The new 
south-bound Sunday train will leave Pittsburg at 7.10 a. m. daily. This is in accord¬ 
ance with the statement made in the Post some weeks ago. The next break will be 
on the Chartiers branch of the Panhandle, which has been without a Sunday train 
for years. 

[Pittaburg Post, August 1,1899.] 

Mow the freight business moved.— The usual large volume of Sunday through freight 
was handled on the Pittsburg trunk lines. The Panhandle had some 87 trains, timl 
the total movement exceeded 3,000 cars. The Fort Wayne river division was 
crowded with trains all day, and the Baltimore and Ohio and the Pittsburg and Lake 
Erie rails were kept warm. The refrigerator business was heavy on the Panhandle, 
more than 125 carloads having arrived here from the West. 

[Rochester (Pa.) Commoner, August 12,1899.] 

New Sunday trains between Pittsburg, East Liverpool, and Bellaire.— Under new 
schedule taking effect on Pennsylvania lines, Sunday, July 23, a new train will be 
run Sundays between Pittsburg, East Liverpool,'Steubenville, and Bellaire. The 
new train will leave Pittsburg Union Station 7.10 a. m. central time, arriving at 
Rochester 8.20 a. m., Beaver 8.25 a. m.. East Liverpool 9.02 a. m., Steubenville 10.06 
a. m., Bellaire 11.15 a. m. Returning leaves Bellaire 1 p. m,, central time, arriving 
at Pittsburg 5 p. m. 

[Pittsburg Post, August 26,1899.] 

Excursion to Wheeling to-morrow. Rate, $150 round trip. Train leaves Baltimore 
and Ohio depot at 8.10 a. m. 

[Rochester (Pa.) Commoner. September 2,1890.] 

New Sunday train! between Pittsburg, East Liverpool, and Bellaire.— The new train 
will leave Pittsburg at 7.10 a. m., central time, arriving at Rochester 8.20 a. m., 
Beaver 8.25 a. m., East Liverpool 9.02 a. m., Steubenville 10.06 a, m., Bellaire 11.15 
a. m. Returning leaves Bellaire 1 p. m., central time, arriving at Pittsburg 6 p. m. 

[Pittsburg Post, September 9,1899.] 

Excursion to Ohiopyle to-morrow. Train leaves Baltimore and Ohio depot at 8.20 
a. m. Rate, $1 round trip. 


[Pittsburg Post, December 12,1899.] 

The Sunday freight traffic.—From Sunday morning at 4 a. m. until Monday at 9 a. m. 
the Panhandle moved about 45 east-bound freight trains and 38 west-bound trains 
on this end of the line, making a total of over 83 trains in the 29 hours. Four-fifths 
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of this ww through business, inch u live stock, refrigerator products, merchandise, 
and machinery. As the Panhandle trains average about 30 cars this would mean a 
total of 2,490 care moved. Many of the west-bound trains are made up of empties 
and haul from 35 to 40 care, so that while the average east-bound train does not haui 
over 23 cars, the longer west-bound trains make the total average greater On the 
Fort Wayne and the Baltimore and Ohio the traffic was extraordinarily heavy during 
the past 48 hours, and the main stem of the Pennsylvania Railroad between Pitts¬ 
burg and Altoona was crowded with freight trains. 

[Pittsburg Post, December 18,1899.] 

Another day of heavy traffic .—Yesterday was another period of heavy freight tnujt, 
and all the through crews on the main stems were kept on the hustle. The Panhan¬ 
dle moved about 80 through freight trains, mostly loaded with perishable goods in 
34 hours, and the Fort Wayne rails were kept bright all along that line throughout 
the day and night. 

The Baltimore and Ohio received a heavy run of freight from the Pittsburg and 
Western, most of which was first-class through traffic to Baltimore and Philadelphia. 

On the Pennsylvania they were kept hustling to keep the Pitcairn yards clear; and 
between Bolivar and Altoona there was a tremendous rush of traffic 


[Pittsburg: Poet, February 6,1900.] 

Good run of Sunday freight.-On Sunday the Panhandle had 35 east-bound and over 
30 west-hound freight trains between 8 a. m. and 10 p. m., and most of the business 
was fu-Ht class. On Monday the through and local business was very heavy and 10 
trams ail hour passed idlewood and Grafton. Ten of these trains were loaded with 
dressed meat and live stock and the balance contained local freight. The Fort Wayne 
W t a p ,relnen< * 0U8 ra8b °* through freight east-bound which almost swamped the 


[Pittsburg Post, February 20,1900.] 

Very heavy freight traffie.-Prom Sunday morning at 5 a. m. until Sunday night at 
11 p. m. the Panhandle moved over 80 freight trains on the Pittsburg end of the 
roads. The west-bound business—made up of coke, steel rails, and merchandise— 
was unusually heavy, and the movement of first-class freight eastward was good. 
1 he same report comes from all the othei* roads which center here. The business on 
heavy tira ° re ^ ^ I0 maiu line throu gh Cumberland is said to be tremendously 

[Pittsburg Post, October 31,1899.] 

traffic Sunday—Many train loads of cattle were moved through the city 
Xm Ini necessary—Panhandle, passenger traffic, requires extra engines— 

,hZir * °- R - ^-Business in tlx OhiaVallZy-Newsy notes from 

OiimSTi I* 1 tbe P» nha , nd le brought in over 110 carloads of livestock. 
fnllnS i? f care ’ from ? hu Cleveland and Marietta, came in at 10 a. m., and was 
handled i n2 fw abo ?‘ 1* ‘', ara making a total of 87 carloads 

I B»rtv Jail" The lor , t Wayne had a b ‘K run ° f hve stock also, and the East 

hindln yards . P re ? e , nted a bus y scene in the afternoon, as about 5 more Pan- 
handle trams came in with stock between 2 and 8 p. m. 

n«donR,m^t and th ?; drovers work in harmony to get as much stock over the 

trail ran » d h*n^l£? SS '« e ’“ *lT are fe ,''I er I'‘ wsen g er trains on that day,and the 
tk* < d U u- ““dted with niuch less trouble than on regular week days. 

ferent StonTfJn 0hio , hs S™ r ? 1 trains live ata ' k coining in fro m the dit¬ 
to the P ttahX [ road E t l le Pl ‘ tebuI ? and Western having delivered many care 
stock nnlflni iT™', B 18 noticed that this system is now handling more live 
that th^ 1 ? 88 fre, 8 ht ‘ h "> ewr before ln ds history, and this is due to the fact 

from &S to the Atlantic ** 8t0ck ^ ^ ^ *"* aU the Way 


[Pittsburg Post, February 13,1900.] 


h^ 0 7ni\f rei l hu r Uw "took, refrigerator, and merchandise freightwag 
oUraffic It T™ r nda - v V, TheF ? rt "ayne and Panhandle had a big rush 
tmlSi i line having brought m no less than 100 carloads of live stock 
crowded™ at The Baltimore and Ohio main line was 

longbrickbrTdgeat'cumWhmddm-ing^the'day. 0 '^ th “ 60 ^ ^ * b " 



[Pltaburg Pott, February 26,1900.] 


' Uve-tlock tUpmenti heavy.— From Saturday noon until Sunday evening the Pan¬ 
handle had over 150 carloado of livestock. One of the big new mogul engines, No. 88, 
pulled through the Union station yards with 29 cars loaded with cattle from the 
States west of Pittsburg. Several other stock trains came in during the period of 
time above defined. The live-stock traffic on the Fort Wayne and the Baltimore 
and Ohio lines was very heavy during the same period. 


[Pittsburg Post, February 27,1900.] 


The regular meeting of the Pittsburg passenger committee will be held this after¬ 
noon. Tne running of Sunday excursion trains in and out of the city next season is 
an assured fact. 

[Pittsburg Post, March 20, 1900.] 


Freight movement dill heavy .—From Sunday at 6 a. m. until 10 p. m. the Panhandle 
had about 33 east-bound freight trains and 30 west-bound trains, making a total of 
more than 03 trains hauled over this end of the road in the time stated, which means 
more than 100 freight trains every 24 hours. Most of the east-bound freight is com¬ 
posed of grain, live stock, dressed meat, and machinery. Hundreds of Chicago, 
Burlington and Quincy, Chicago, Milwaukee and St. Paul, and Great Northern cars 
come over this road daily loaded with grain and are sent through to the Atlantic 
seaboard. 


[Pittsburg Post, March 27,1900.] 


About 90 freight trains were moved on this end of the Panhandle between 12.10 
a. m. Sunday and 10 p. m. Sunday night. 

The question of Sunday lalxjr and the means of restricting it have been subjects of 
great discussion among the railroad employees in their union meetings and conven¬ 
tions, and more so of late on account of the apparent policy of the railroads to increase 
the number of Sunday trains; and the result has been the adoption of strong resolu¬ 
tions against the practice and requests for Congressional action in the matter, as the 
following resolutions will show: 


[Resolution of International Meeting of Railroad Employees in New York City May 28,1894.] 

Wo favor the enactment of laws affording railroad employees Sunday rest, so far as 
is consistent with the imperative demands of the people. (Railroad Trainmen's 
Journal for July, 1894, p. 585.) 


[Resolution of third biennial convention of the. Brotherhood of Railroad Trainmen held at Toronto, 
Ontario, May 27,1897.] 

Whereas believing as we do that the one day of rest in seven is for the best inter¬ 
ests of labor, and was so designed bv Infinite wisdom: Therefore, be it 

Resolved, fey the Brotherhood of Railroad Trainmen in international biennial con¬ 
vention here assembled, that we reiterate our utterance made in the Boston conven¬ 
tion erf 1893, viz: That we are unalterably opposed to Sunday trains, the running of 
which deprive so many of us of our just rights to Sunday rest. (Convention Pro¬ 
ceedings, p. 72.) 

[Resolution of fourth biennial convention of the Brotherhood of Railroad Trainmen neld at New 
Orleans, La., May 17,1899.] 

Whereas we believe the laws of nature demand that man should have at least one 
day’s restout of seven, and if the great political and industrial questions are to receive 
intelligent consideration at the hands of the toiling masses more time must be given 
them lor recuperation and thought, and as Sunday, the first day of the week, is 
observed more than any other day of the week for rest, and therefore can be easily 
reserved as a rest day, and as the growing demand of the public for Sunday trains, 
and the eagerness oi railroad companies to increase dividends by running Sunday 
trains, threaten to entirely deprive tne railway employees of a day of rest: Therefore, 
be it 

Resolved, That while we realize the quasi-public nature of our positions, and that 
it is our duty to meet all reasonable demands of the public and our employers, we 
believe a rest day is just as dear to us as it is to all other classes, and the demands 
made upon us for Sunday service are unreasonable. We believe the adoption of the 
refrigerator car has removed all necessity for the moving of perishable freight on 
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Sunday; that no harm can come from the unloading of live stock to rest over Sunday; 
that the demands of the public for Sunday trains for purpose of pleasure and conveni¬ 
ence, and the running of trains by railroad companies for the purpose of increasing 
dividends come from selfish motives, which experience has taught us can not be 
overcome by suasion, and, as there seems to be no hope of our having a rest day. 
unless it lx* secured by legislative enactment, we urge the United States Industrial 
Commission and Congress to investigate this question; we earnestly ask that Congress 
pass a law which will prohibit the running of Sunday trains on all interstate rail¬ 
roads: And be it further 

Unsolved, That a copy of this resolution be sent to the President of the United 
States, the United States Senate, the House of Representatives, the United States 
Industrial Commission, the press, and l>e printed in the Trainmen’s Journal. (Con¬ 
vention Proceedings, p. 98.) 

This same resolution was also passed at the second biennial convention of the Order 
of Railroad Telegraphers held at Peoria, Ill., May 25,1899. (See Supplement to the 
Railroad Telegrapher for July, 1899, p. 134.) 

[Resolution of the convention of the State Legislative Board of Railroad Employees of Pennsylvania, 
held at Bunbury, Pa., April 27,1900 ] 

Whereas there is a growing tendency among our railroad managers, through a 
desire to increase earnings and in compliance to a demand of a certain class of peo¬ 
ple to increase the running of Sunday trains; and as this action threatens to entirely 
take from the railroad employees their day of rest; and as there seems to be no 
remedy for this except through national legislation: Therefore, be it 

Resolved, That, we urge Congress to pass a law forbidding the running of Sunday 
trains on all interstate railroads: And be it further 

Resolved, That a copy of this resolution be sent to the President of the United 
States, the United States Senate, the House of Representatives, and the United States 
Industrial Commission. 

Most employees in other classes of employment now enjoy Sunday rest, and I 
think the railroad employees contribute enough to the public good to entitle them 
to at least equal treatment at the hands of the public. 

Science has taught us that even the exhaustion caused by ordinary labor can not 
be overcome without one day’s rest out of seven. Uow much more necessary then 
is a rest day for railroad employees, who, in addition to their physical exertions, are 
under a constant mental strain, and are required to give service at all times of the 
day and night, and are exposed to all kinds of weather. 

Much agitation has been going on at different times, and a great deal has been 
said and d< mu to reserve Sunday for religious reasons. So far as results are concerned 
it would not matter materially to the working classes what influence brought about 
the reservation of one day out of seven as a day of rest. They would welcome it no 
matter from w hat source it came. However, I have given this question a great deal 
of study and have endeavored to look at it in all of its phases, and if it is to liesolved 
by legislation (which I think is the proper means of solving it), T can not see how 
we can consistently contend for it from a religious point of view; for just as soon as 
the religious question is brought into it, just so soon does it become sectarian, and the 
various creeds which believe in observing the first day of the week will contend for 
it for sectarian reasons, while the creed which believe in observing the last day of 
the week will oppose the observance of the first day and contend for the observance 
of the last day. I believe the observance of one day out of seven can be contended 
for for humanitarian and patriotic reasons, and much argument can be produced to 
show why the first day of the week, what is commonly known as Sunday, is the day 
that should be set apart as a rest day for railroad employees as well as other classes. 

The first, good reason is because many < >f our State legislatures have passed laws lim¬ 
iting Ialior on this day, and in consequence it is observed by our manufacturing and 
mercantile institutions and by our agriculturists. 

Then, too, so many more people observe it and refrain from work for religious 
reasons than there are people who through religious lielief observe some, other day. 
Consequently it is the rest-dav now observed by a great majority of our people, and 
can, therefore, be more expediently given to the railroad employees as their day of 
rest than can any other day of the week. Jf the railroad employees are not given 
this day as their day of rest the good influence of the family circle will avail nothing, 
for it is on this day only that the rest of the family are at home and are at leisure. 
On other days their wives are busy with their household cares, the little children 
are at school, and the larger ones, both boys and girls, are at work in the factories 
and stores. 

16a-3 
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It may be argued that this question should be left to the State legislatures, and 
that Congress should not interfere in the matter. If the State laws were adequate 
and were respected and lived up to by the railroad companies there might be some 
reason in sucn an argument; but the fact of the matter is that many of the State laws 
are drafted in such a wav as to allow them to be easily evaded by the railroad com¬ 
panies, and if there is no chance for evasion they are openly violated and defied. 
Railroad companies are large and powerful corporations and wield an awful influence 
in the various States through which these roads run, and in many cases they have 
no respect whatever for State law, but will hesitate before defying the strong arm of 
the United States Government; and if Congress should pass a law forbidding the 
running of Sunday trains I believe it would lx», respected. I can cite no more con¬ 
vincing evidence of the evasion and defiance of the State law by railroad officials 
than by calling your attention to the remarkable admissions of several railroad presi¬ 
dents in their testimony liefore this commission. 

Mr. Samuel Spencer, president of the Southern Railway, in answer to a question 
from Commissioner Kennedy in reference to the possibility of evading the Georgia 
Sunday law, said: “That is a question that I can not answer. I supjwise it is possi¬ 
ble. I do not recall the Georgia statute exactly. I have had knowledge of some 
cases where one car of perishable freight would lie used, for instance, to take an 
entire train of nonperishable freight through along with it. I suppose it is some¬ 
thing like that you had in mind.” (Hearings on Transportation, p. 266.) 

Mr. M. E. Ingalls, president of the Cleveland, Cincinnati, Chicago and St. Louis 
and the Chesapeake and Ohio railroad companies, testified practically the same as 
Mr. Spencer. The following appears in his testimony in regard to the Virginia Sun¬ 
day law: 

“Q. But that law does not prohibit passenger tralfic?—A. No, nor perishable 
freight; and the result is that you will see 49 cars of coal running down over the road, 
and a car of hogs used to run them through; and we run our passenger trains ana 
business through. There is a demand for passenger trains now. 

“Q. According to that, practically, there is not a great deal of observance of that 
law?—A. You might not have cars enough of hogs to go around. 

“Q. If you do have hogs enough to go around, you are very sure to run the 
trains?—A. As long as wo can switch in perishable freight, I understand from our 
attorneys that wo are safe. The Virginia people are the cleverest people in the 
United States. I do not know any State where property - rights aro so carefully 
observed as they are in Virginia; and we do not have any trouble unless we strike 
Homebody who wants to make a fine out of us. The people themselves are all with 
us; we do not have any trouble with them.” (Hearings on Transportation, p. 289.) 

Hon. John K. Co wen, president of the Baltimore and Ohio Railroad Company, in 
answer to a question as to how he managed the running of Sunday freights in the 
States which had laws forbidding it, said: “Just run along; we have not been pros¬ 
ecuted. I believe we were prosecuted once in West Virginia, but the matter 
dropped. It has been sort of recognized as a necessity to continue the running of 
certain trains. There have been from time to time complaints, of course, local com¬ 
plaints, of running excursion trains, which are not absolutely necessary, but we do 
run excursion trains, and of those there have been complaints from time to time, but 
no prosecutions. There have not been any actual prosecutions.” 

In answer to the question, “ What is your opinion of such laws anyhow; do you 
think they amount to anything or are of any benefit to anybody?” he said, “Tdo 
not think they amount to anything or are any benefit to anybody.” (Hearings on 
Transportation, p. 804.) 

Here are statements of three railroad presidents, and if the presidents of all the 
roads in this country were brought before this commission to testify I lielieve the 
majority of them could tell the same story. Mr. Chairman, if railroad presidents 
will evade and defy these State laws, and say that they are no good, I think that 
alone should lie evidence enough to convince this commission that if the rail¬ 
road employees are to get any relief through legislation it must be given by an act of 
Congress. 

The great good that would be derived, socially, morally, and politically, by the 
stopping of Sunday trains far outweighs any inconvenience that might be suffered 
by tne railroad corporations or the public; therefore I am in favor of Congress pass¬ 
ing a law forbidding the runmug of Sunday trains on all interstate railroads. Pro¬ 
vision, however, should be made for the running of relief and wreck trains, and to 
allow trainmen to complete their trips begun on Saturday, in order to get to their 
homes. 

Overtime .—Some years ago there was no such a thing as getting paid for overtime 
on railroads, the same amount being paid for a run if it took 24 Lours to make it as 
was paid for the same run if made witnin 10 hours. This condition existed until the 
employees started to organize, and generally, as the organizations grew on each system 
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of railroad, the management granted nav for overtime; and, as a rule, wherever you 
find the men well organized you find that they are paid for overtime at a rate Dro 
rata to the regular time. The telegraph operators seem to suffer the most in this 
way, as they were the last of these employees to organize, and on many roads they 
do not get paid for overtime. 

Liability of railroads io employees for injury.—A number of States have passed laws 
making railroad companies liable for damages to their employees for injury caused 
by neglect or mismanagement of certain classes of employees. The effect of this 
legislation has been that under certain circumstances employees who have been 
injured while in the performance of their duty have collected damages therefor. 

The effect of such legislation, if extended, will, I believe, have a tendency to decrease 
injuries to railroad employees, for if the companies are held to account for injuries 
received through the negligence and incompetency of their employees, it will cause 
them to be more careful in their management and in the selection of employees. 
Some States have made it possible, for persons dependent upon employees to recover 
damages in case such employees are killed through the negligence of the railroad, 
though in some States, I believe, this is not the case. 

Speaking in general, the doctrine of risks contemplated by voluntarily engaging in 
a dangerous occupation is upheld by judicial decisions and has not lieen modified to 
any extent by statutes, one exception being in the act of Congress requiring railroad 
companies to equip their cars with safety appliances. In this case, however, it is 
limited, inasmuch as it only applies when companies fail to furnish certain appliances. 

Most of the liability legislation is limited, very few States making the. railroad 
companies liable for the acts of all their employees, the liability being generally con- 
fineu to the acts of agents and certain other employees. For instance, in the case of 
an injury to a brakeman caused by the negligence of a fireman the brakeman could 
not recover, where if his injury had l>con caused by the negligence of an agent of 
the company or, in some States, by a conductor he could recover. 

The nature and effect of this legislation is that employees are denied the right to 
recover unless the injury is caused by the negligence of one of a certain class of 
employees. I think the. laws should make the companies liable for negligence, mis¬ 
management, and incompetency of all of their employees. 

Some States have limited the amount that an employee can recover for injury, 
while some States are forbidden by their constitutions from passing such legislation. 
Pennsylvania is one of the States which forbids this legislation. 

As a general rule the decisions of our courts under the common law are favorable 
to the companies. This is in keeping with the ruling of an English court laid down 
in the year 1837, and which seems to be the precedent that has been followed by our 
courts. It was said during the early decisions on this question that the one great 
reason why the employer should not be liable to an employee for injury caused by 
the negligence of a fellow-servant, was because the employees were coemployees, 
working together in the same employment, and that they were in a tatter position to 
know each others’ faults, and could therefore better protect themselves against injury 
from each others’ negligence, than could the employer protect them. But it must 
ta remembered that the decision of the English judge was made at a time when 
employees worked together on the same niece of work; it was tafore the great cen¬ 
tralization of wealth and consolidation of manufacturing and other establishments, 
when probably only two or three laborers worked in a shop and were brought 
closely together not only in their work, but socially, as well; and whatever justice 
there w T as in such a rule at that time, if there was any at all, surely disappears when 
applied to the gigantic, manufacturing institutions and the great consolidated systems 
of railroads of to-day, when thousands work together in the same common employ¬ 
ment and never see each other, much less tacoming acquainted with each other and 
studying each others’ capabilities and faults; and even if they were acquainted and 
knew' each others’ faults, their work is of such a nature and they are so widely sep¬ 
arated that they could not guard against accident. 

An engineer may be going along the road with his train, and everything may be 
going all right until he has gone. 100 miles, when suddenly, without warning, his 
train collides with an opposing train and he is injured, all on account of some tele¬ 
graph operator failing to deliver an order to the train. It may be that he never saw 
the operator, and even if he had known him and thought he was not a competent 
man he could not have stopped his train and refused to proceed just because this 
operator was working at the same time he was. If he would do such a thing as that 
he would ta dismissed from the service. (See Decision, Frazier v. Pennsylvania Kail- 
road Company, to follow.) 

Then, too, the discrimination of our courts between the public and the employees 
must appear to the reasonable mind to be unfair. A mem tar of this commission 
p'ay go to a railroad .company and sell, trade, or give it, as the term may be, $4 for 
a nde from Washington to Pittsburg; I go to the same company and sell, trade, or 
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give it my labor as a conductor from Washington to Pittsburg for $4. Neither of us 
enter into any agreement with the company to release it from any responsibility for 
injury. We Dotn go out on the same train, you as a passenger and I as a conductor. 
Our train goes along all right for a long distance. I am busy collecting tickets and 
looking after the comfort of my passengers. After our train has gone a distance of 
about 200 miles some negligent switchman, whom you and I knew nothing about and 
whose character and fitness we never had opportunity to know, has left a switch 
open, which causes our train to be wrecked; you lose two fingers and I lose a leg or 
an arm; you can go into the courts and recover to the amount of thousands of dollars 
and I recover nothing; and if 1 be killed neither can my family, which is dependent 
on me, recover. If the company is responsible to you it should lie to me. 

This question has received a great deal of consideration by the railroad employees, 
and wherever they have had legislative committees at work in the different States 
they havo endeavored to get laws passed which would be more favorable than the 
common law. The following are a few expressions of the railroad employees in their 
meetings: 

[Rcholution of union meeting of organized railroad employees of Texas, held at Han Antonio, Tex., 
September 9,18%.J 

Whereas the supreme court of the State of Texas in its recent decision rendered 
inoperative our fellow-servant law: Therefore, be it 

Resolved, That we demand such legislation as will give us an effective fellow- 
servant law. (Railway Conductor, for October, 1896, p. 612. J 

[Resolution of union meeting of organized railroad employees, held at Carnegie, I*a , July 16,1899.] 

Whereas the common law as applied by our courts in civil actions brought by 
employees to recover for injuries received through the negligence of coemployees is 
unfair and unjust, and as there is great need for legislative action to remove the 
injustices from which we suffer at the hands of our courts in such cases: Therefore, 
be it 

Resolved , That we, members of the Brotherhood of Locomotive Engineers, Brother¬ 
hood of Locomotive Firemen, Order of Railroad Conductors, Brotherhood of Rail¬ 
road Trainmen, and Order of Railroad Telegraphers, in joint meeting assembled at 
Carnegie, Pa., oil this 16th day of July, 1899, earnestly urge Congress to pass a law 
giving employees of interstate railroads the same rights to recover for injuries 
caused by the negligence of coemployees as are now enjoyed by those who are not 
employees. 

Re it further resolved. That a copy of this resolution lie sent to the President of the 
United States, the United States Senate, the House of Representatives, and the United 
States Industrial Commission. 

In addition to these resolutions the fourth biennial convention of the Brotherhood 
of Railroad Trainmen, held at New Orleans, La., May 15,1899, passed a motion indors¬ 
ing a national employers’ liability law. (Convention Proceedings, p. 73.) 

In order that you may have the opportunity to sec the way this question is handled 
in a State where the common law prevails, I have had prepared a copy of some 
important decisions of the courts of Pennsylvania, which I submit herewith. My 
reasons for picking the State of Pennsylvania are because of the vast multitudes 
employed in its mines, enormous manufacturing and mercantile establishments, and 
on its thousands of miles of railroads. 

[Pennsylvania laws and decisions relative to the liability of employers for injuries to employees.] 


I.—Laws. 

t The State of Pennsylvania has no “employers’ liability act.’’ (Shearwan & Red- 
lield on Negligence, sec. 2410.) 

In the absence of such statute the common-law rule is in operation, which declares 
that the master is not liable for an injury received by an employee in consequence 
of the negligence of his coemployee. 

See paper entitled “ Employer and employee under the common law,” in Bulletin 
No. 1, pages 95-107, of the Department of Labor, for November, 1895. 

No act of the general assembly shall limit the amount to be recovered for injuries 
resulting in death, or for injuries to person or property, and in case of death from 
such injuries the right of action shall survive, ana the general assembly shall pre¬ 
scribe for whose benefit such actions shall be prosecuted. (Art. Ill, see. 21, Cons, of 
Pa. of 1874. Construed in 124 Pa., 183.) 
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Actions for injury by negligence shall not abate by death of plaintiff. (Public 
Laws, 669, sec. 18,1851.) 

Such actions may be brought after death of party injured. (Public Laws, 669, 
sec. 19,1851.) . 

In case of death such actions may be maintained by husband, widow, children, or 
parents. (Public Laws, 309, sec. 1,1855.) 

Such actions shall lie brought within one year after the death, and not thereafter. 
(Public Laws, 309, sec. 2,1855.) 

When any person shall sustain personal injury or loss of life while lawfully 
engaged or employed on or about the roads, works, depots, anti premises of a railroad 
company, or in or alx>ut any train or ear therein or thereon, of which company 
such person is not an employee, the right of action and recovery in all such cases 
• against the company shall be such only as would exist if such person were an 
employee: Provided, That this section shall not apply to passengers. (Public Laws, 
58, sec. 1.1868.) 

(This is a police regulation, and is constitutional. It forbids persons from under¬ 
taking a dangerous employment except at their own risk. 76 Pa., 506; 89 Pa., 193; 
92 Pa., 82.) 

II.— Court decisions. 


A railroad company is responsible for injuries suffered by one of its brakemen 
through a defect in the steps of a freight car while acting as one of a crew sent to a 
shipper’s yard to shift ears preparatory to their lieing taken into the company’s 
trains, (Likins i\ Pa. R. li. Co., 33 Atl. Rep. (Pa.), 74. Oct.., 1895.) 

Whon a master entrusts to thesui»erintendent in charge of an excavation the mat¬ 
ter of notifying the employees of any latent danger, the foreman in charge of the 
gangs engaged in the work of excavation are not vice principals in the absence of 
the superintendent, so as to render the employer liable for their failure to notify the 
employee of such danger. 

When the only jmsiblo danger to an employee engaged in making an excavation 
is such as may arise during the progress of the work, the employer is not Ixiund to 
stand by during the work to see if a danger arises, it being sufficient if he provides 
against such dangers as may possibly arise and gives the workmen the means of 
protecting themselves. (Durst v. Carnegie Steel Co., 33 Atl. Rep. (Pa.), 1102. Jan., 
1896.) 

Who is to be considered a representative of the employer and not a coworkman 
is generally a question of great difficulty. The courts have so disagreed respecting 
tlie rule applicable in such cases that the subject, as is said in Railroad Company v. 
Baugh (149 IT. S., 368), is in great confusion. To enter upon a general discussion of 
it here would he folly. A very thorough discussion may lie found in the case just 
cited. Where one is employed to superintend the entire business of the employer 
ora distinct department thereof, and given control over other employees working 
therein, he represents the employer; wliile one employed as a foreman to direct and 
manage the performance of some part of the general business, even with authority 
over his coemployees working therein, is not such a representative, and the employer 
is consequently not responsible for his carelessness. (Coulson v. Leonard, 77 Fed. 
Rep., 538. Dec., 1896. A Pennsylvania case.) 

(The Baugh decision above cited also declared that the question of the responsi¬ 
bility of a railroad corporation for injuries caused to or by its servants, where there 
is no State statute on the subject, is one of general law, upon which United States 
courts exercise an independent judgment, and is not settled by decisions of the State 
court wherein the cause of action arose.) 

Where one railway company runs trains on the track of another the servants of 
either company are not coservants of the servants of the other. (C. R. R. Co. v. 
A rmstrong, 49 Pa. St,, 186.) 

Servants of a contractor and those of a subcontractor are not coservants. (Hunt 
r. Pa. R. R. Co.,51 Pa. St.,475; Hass v. Phila. and S. M. S. Co., 88 Pa. St.,269.) 

The obligation of the master does not extend beyond the use of ordinary care and 
diligence. (Caldwell v. Brown, 53 Pa. St., 453.) 

Where the injured servant remained in the master’s employment with knowledge 
of his coservant’s incompetency he can not recover for injuries resulting therefrom 
unless he shows that he had reason to believe he would be discharged or placed 
where his negligence would not injure complainant. (Frazier v. Pa. R. R. Co., 38 Pa. 
St., 104.) 

If the officers of a railway company have made careful inquiry into the habits and 
competency of the employees, and upon such inquiry believe them sober, compe¬ 
tent, and careful, the company is not liable for injuries resulting from the negligence 
of a coemployee. (O’Donnell r. Allegheny Val. R. R. Co., 59 Pa. St., 239.) 
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The measure of damages for negligence is the same against artificial as against 
natural persons. (P. A. and M. R. K. Go. v. Donahue, 70 Pa. St., 119.) 

Where exemplary damages are not warranted by the gross negligence of the 
defendant they must l>e strictly compensatory; but this may include compensation 
for pain and suffering, loss of time, expense of medical attendance, and such dam- 
ages as the plaintiff will probably sustain in the future. (P. A. and M. R. R. Co. r. 
Donahue, 70 Pa. St., 119; Pa. R. It. Co. v. Brooks, 57 Pa. St., 339.) 

The scope of the duties of an employee is to be defined by what he was employed 
to do and what he actually did, ratner than by the verbal designation of his position. 
(Rumwell v. Dilworth, 111 Pa., 343.) 

To constitute fellow-servants it is sufficient if the employees are in the service of 
the same master, engaged in the same common work, and performing services for 
the same general purpose. (Lewis r. Seifert, 11 6 Pa., 028.) 

Fellow-servants need not be engaged in the same particular work. It is sufficient 
if they are engaged in the same common work, although some may be inferior in 

f rade and subject to the control of superiors. (N. Y. L. E. and W. R. Co. v. Bell, 112 
'a., 400.) 

It is only when the master or superior places the entire charge of his business, or 
a distinct branch of it, in the hands of an agent or subordinate and exercises no dis¬ 
cretion or oversight of his own that the master is liable for the negligence of such 
agent or subordinate. (N. Y. L. E. and W. R. (V). r. Bell, 112 Pa., 400; Lancaster Ave. 
Imp. Co. v. Rhoads, 116 Pa., 377.) 

A master is not responsible for injury to an employee through negligence of a 
mining boss, a fellow-servant. (Reese v. Biddle, 112 Pa*, 72.) 

A mining boss under the Pennsylvania acts of 1870, of 1877, and 1885 is a fellow- 
servant with the miners, and his employers are not liable to miners injured fi*om an 
explosion of fire damp caused by Ids negligence. (Lineoski r. Susq. Coal Co., 157 Pa. 
St.. 153; Redstove Coxe Co. v. Roby, 115 Pa., 364; Waddell r. Simoson, 112 Pa., 567; 
Leiiigh Val. Coal Co. v. Jones, 86 Pa., 432; Del. ami 11. C. Co. v. Carroll, 89 Pa., 374.) 
i A train dispatcher is not a fellow-servant with an engineer. (Lewis v. Seifert, 116 
Pa., 628.) 

Where a master delegates duties which the law imposes on him to an agent, the 
agent, whatever his rank, in performing that duty acts as the master, and the master 
is liable for injuries caused by his negligence. (Mullan r. Phila. and S. M. SS. Co., 
78 Pa., 32.) 

An act by the superintendent of a branch of work is, as to a subordinate employee, 
the act of the corporation, and not a fellow-servant. (Tissue r. B. ami O. R. R. Co., 
112 Pa., 91.) 

A station agent andabrakeman arc fellow-servants. (Derley r. Phila. and R. R. R. 
Co., 3Cert. Rep. (Pa.), 112.) 

One who is engaged in the service of a common master and in a common employ¬ 
ment can not recover against the master for the negligence of a fellow-servant, 
whether he is paid for his service or not. (Wischaun i\ Rickards, 10 L. R. A. (Pa.), 
97.) 

Notwithstanding the general rule that the master is bound to use due care to fur¬ 
nish safe and sound materials and machinery, yet the servant assumes the risk of 
obvious defects in things which he voluntarily uses. (Shaffer v. Haste, 110 Pa. St., 
576; Davis v. B. and O. R. R. Co., 152 Pa. St., 314; Moore v. Pa. R. R. Co., 167 Pa. St., 
495.) 

If the master gives the employee positive orders to go on with the work under 
perilous circumstances, the employee may recover for an injury thus incurred if the 
work was not obviously so dangerous that no man of ordinary prudence would have 
olxjyed. (Patterson v. Pittsburg and R. Co., 76 Pa. St., 389; Lee v. Woolsey, 109 Pa. 
St,, 124; Kehlerr. Sehwenk, 151 Pa. St., 519.) 

A master is liable to his servants as much as to anyone else for his own negligence. 
(Johnson v. Bruner, 61 Pa. St,, 58.) 

It is not necessary that the master have actual knowledge of the defect, but it is 
sufficient to show that he could have discovered the defect ny the exercise of reason¬ 
able care and diligence. (Bennett v. Standard Glass Co., 158 Pa. St., 120.) 

A servant who was formerly employed by the same master is, with respect to his 
negligence while so employed, to be considered the fellow-servant of another who, 
being subsequently engaged, is injured by the after effects of such negligence, if they 
would have Deen considered fellow-servants had they forever remained in tne same 
service. (Haley v. Keiiri, 151 Pa. St., 117.) 

A mail agent and a railroad employee are not fellow-servants. (Penn. R. Co. v. 
Price, 96Pa.St., 256.) 

The chief manager of any separate department of a business is not a fellow-serv¬ 
ant of those who are under his absolute orders, with respect to those orders, and 
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for his negligence in giving such orders, the master is responsible to a servant injured 
in consequence of his obedience. (Frazier r. Penn. E. Co., 38 Pa. St., 104; Patterson 
V. Pittsb., etc., E. Co., 76 Pa. St., 389; Mullan v. Phila. S. S. Co., 78 Pa. St., 25; but 
for contra see Eyan v. Cumberland V. E. Co., 23 Pa. St., 384.) 

The British rule, as settled in Wilson r. Merry, that the common master is not 
responsible to any of his servants for the negligence of any other, even though the 
negligent servant is in supreme and exclusive control over the entire business, has 
been condemned in every American court. (Sherman & Eedfield on Negligence, 
secs. 227-229.) 

A servant is not a vice-principal who is not in charge of an entire department. 
(Faber v. Carlisle Mfg. Co., 126 Pa. St.. 387; Kinney r. Corbin, 132 Pa. St., 341; 
N. Y. L. R and W. K. Co. v. Bell, 112 Pa. St,, 400; McGmley t'. Levering, 152 Pa. St., 


OUU .) 

Laborers employed upon a railroad track and the conductor or other employees of 
a moving train are fellow-servants. (Ryan v. Cumb. V. K. Co., 23 Fa. St., 384.) 

A servant who accepts reduced wages in consideration of being allowed to travel 
upon tiie road to ami from his work, is not in service while thus traveling. (O’Don¬ 
nell r. Allegheny V. R. Co., 59 Pa. St., 239. “Not sound law,” says the N. Y. State 
court of appeals in Vick v. N. Y. C. and IT. R. R. R. Co., 95 N. Y., 267.) 

Actions for injuries from alleged negligence, not founded upon contract or under- 
hiking for safety, as a common carrier, must be supported by affirmative proof of the 
fact of negligence. (Allen v. Willard, 57 Pa., 374.) 

A person is under a legal duty to stop, look, and listen for approaching trains, and 
if he does not do this he is guilty of contributory negligence. (Dean v. R. R. Co., 
129 Pa,, 514.) 


I will not lake the time to discuss these decisions, hut there are a few of them 
that I wish to call your attention to. 

In Frazier r. Pennsylvania Railroad Company you will see an injured servant who 
remains in the master’s employment with a knowledge of his coservant’s incompe¬ 
tency can not recover for injuries resulting therefrom unless he shows that ho had 
reason to believe he would be discharged or placed where his negligence would not 
injure complainant. Such a decision as this is extremely unjust, and when applied 
to the workings of a modern railroad seems nothing less than preposterous. 

I have given you one example to show the injustice of such a rule, but 1 will try 
to explain to you a little further bow impracticable it would be to carry out the 
latter part of this decision. Under the latter part of this decision the injured one 
can not recover unless he had reason to believe the negligent servant would be placed 
where his negligence would not injure complainant. Let us follow this, now, and see how 
i t would work. Supposing a railroad company has an incompetent engineer in its serv¬ 
ice. A trainman is aware of this. He makes a complaint. Thecompanysays, “Well, 
we will not allow that man to run an engine. We will reduce him to the position of 
fireman.” Rut is it not a fact that if this man is negligent his negligence while act¬ 
ing as fireman is liable to cause injury to the trainman? Or, if he is reduced to the 
position of brakeman and through his negligence he leaves a switch open and causes 
a wreck in which the trainman is injured, would not this decision debar the train¬ 
man from recovering damages because he knew this man was negligent when he was 
an engineer? 1/ct us go a little further than this. We will say the company 
removes this engineer entirely from train or engine service and places him in charge 
of a railroad crossing. If, through his negligence there is a collision of trains at this 
crossing which causes injury to the trainman, would not the trainman he debarred 
from recovery because he knew that this man was still in the service and was of a 
negligent nature? I will draw one more example which is within the range of 
probability. This engineer might l>e put to work upon the track as a section hand. 
Ordinarily, in such a position it might be thought that his negligence would not 
cause injury to the trainman; but, supposing this man is detailed by his foreman to 
look over some part of the track to see whether or not it is in safe condition and he 
neglec’s some part of this work, which wrecks a train and causes injury to the train¬ 
man, if this trainman goes into the courts and sues for damages, would not the judge 
who bases his opinions on precedent rather than circumstances and justice look up 
this opinion and follow it and rule that he could not recover because he remained in 
the company’s service after knowing that this man was negligent, even though he 
was then employed in an entirely different department? 

In Lewis v. Seifert, employees who work for the same master and perform services 
for the same general purpose are considered fellow-servants. This rule means, when 
applied to railroads, that if a trainman is injured in Philadelphia through the negli¬ 
gence of a telegraph operator in Harrisburg, whom he does not know and has never 
seen, he can not recover for that injury. 
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According to the principle laid down in New York, Lake Erie and Western Rail¬ 
way Company v. Bell, railroad companies are not liable for injury caused by the neg¬ 
ligence ot foremen, overseers, and other directors in charge of various classes of 
work. When applied to train or yardmen it would mean that a fireman could not 
recover for injury caused by the negligence of an engineer, although he is under the 
direction of tho engineer; and that a brakeman could not recover for an injury 
caused by the negligence of a conductor, although tho rules of the company make 
the conductor his superior. 

According to the decision in Haley r. Keim, people are fellow-servants even if thev 
are not working for the master at tho same period. 

When we consider that one of tho principal reasons, as given in tho early deci¬ 
sions, for making employees Ixtar tho burden of the negligence of their fellow-servants 
rather than tho master, was because they were working together and were therefore 
better able to protect themselves from injury through each others’ negligence than 
was their master able to protect them, this ruling certainly appears both inconsist¬ 
ent. and unjust. It further shows how far the judicial mind will wander in order 
to put tho burden upon the poor injured employee if there is no statutory law to 
check it. As broad as the common law is, I think it has tieen stretched when a 
court will decide—as it has in this case—that employees who are not working for 
the master at tho same time are fellow-servants. ’ * 


The question of employers’ liability as now handled by our courts by rules of com¬ 
mon law is in very indefinite shape; and the law on t ho subject is what is commonly 
denominated "judge-made law,” and is taken from a great mass of judicial decisions 
in England and the United States, from the year 18.17 until tho present time. Tile 
principles adopted and the circumstances in each case differ so widely that eminent 
lawyers confess that the matter is so confused and the results are so uncertain that it 
would be far better to have the question covered by statutory law. And eminent 

loffftl ftllthoritv him vont.nrpd fin far aa tn acnr+liut thn l.,.., .... .i i. i... 


ui mu liivv in m mu uiruruon oi sun greater complexity 

So much complication and trouble had arisen in tho State of New Jersey over the 
common-law practices on this question that the department, of labor statistics of that 
State engaged Mr. Frank Burgen, one of tho most eminent lawyers of that State to 
look into the matter and make a report. After an examination, this attorney made 
a report in which appears the following: 

* * The present law on the subject Is exclusively judge-made, and has come 
to bo a mass of legal subtleties more fruitful of controversy and litigation than jus¬ 
tice. * * * Kindred conditions afford a very fruitful field for controversy and 
litigation, and the decision in an action for damages often turns not on tho merits of 
the case, but according to the ability and industry displayed by one party or the 
other m collecting and presenting tho evidence so as to get the benefit of the law as 
stated in some. leading case or recent decision. * * * The growth of the law on 
this subject is in the direction of still greater complexity, and the enlightened spirit 
of our time demands reform. * * * Workingmen themselves have organized 
mutual benefit associations to obtain compensation for injuries which is denied to 
them either by the language or processes of law.” (Report of Bureau of Labor Sta¬ 
tistics of New Jersey for 1898, pp. 303-308.) 

If one of the responsibilities of a railroad corporation is to care for and protect the 
lives and limbs of its patrons, 1 can see no just reason why this responsibility should 
not be extended to its employees, especially when the employees are in no better 
position to protect themselves and guard against the negligence of coemployers. 

.During the last few years the railroads have adopted very stringent rules in regard 
to the employment of men, by which applicants for employment must not be over a 
certain age, generally 30 or 35, and must stand a rigid physical examination, and are 
retused employment on account of the loss of a small portion of a hand or foot., 
inus it will be seen that these companies will have nothing but the young and best 
blood and those who are without physical blemish; and, since they draw from the 
best of American manhood, the obligation upon them is greater when they cripple 
and maim. When they injure men and render them unfit for duty they should he 
responsible to them for such injury. 

lam in favor of Congress passing a simple statute giving to the employees of inter¬ 
state railroads the same right to recover for injury as is enjoyed bv the public or 
those who are not employees; and the State legislatures should pass similar laws 
to W* en « a « ed 1 m mtewtate traffic. This would plaie the employees 
the Jaw ^ U ^ 1C 0n 8ame P ane ’ w kich would be simple justice and equality before 


Inadequate, or defective appliances .—Some railroad companies, in order to keep down 
expenses, allow their appliances on cars and engines to become defective from wear 
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and lack of repair. Very often, too, cars and engines are kept in the service in a 
defective condition because the companies are short of rolling stock and motive 
power and they do not like to take this rolling stock out of the service long enough 
to make the necessary repairs. Especially is this so when the traffic is heavy. 
This negligent practice is not confined to old, worn-out cars, the use of which might 
be prompted by a desire to get all the service out of them possible before it became 
necessary to remove them from the service entirely, but even the new safety appli¬ 
ances put on new cars in recent years are allowed to become defective; so much so 
that men are required to go between cars to couple and uncouple them, one of the 
tilings which the safety-appliance law was especially designed to do away with. 
The Interstate Commerce Commission detailed a man to go over the country and 
inspect these appliances, and he found that tho condition of the cars which had been 
reported as equipped with safety devices was very defective; so much so, as the 
commission puts it, “as to reflect discreditably upon the roads.” (See Thirteenth 
Annual Report of the Interstate Commerce Commission, p. 52.) 

The safety-appliance law passed by Congress and approved March 2,1893, does 
not provide for automatic couplers and grab irons on engines. Neither does it 
require that drawbars on engines shall bo the same height as those on cars. I can 
think of no reason why such requirements were left out of the law, as they are very 
important. I think, however, that these provisions were overlooked by those who 
framed tho law. It is true that roads which are now buying or building engines are 
putting automatic couplers on the rear ends of them, but many of them are not 
having them put on the front ends. This would not matter so much if trainmen 
were not required to couple cars to the front ends of engines, but on a great many 
roads freight crews are required to turn at points where there are no turntables nor 
V’s to turn their engines on, and they are required to go along backward and do 
their shifting and picking up of cars by coupling them to the front ends of their 
engines. 

I know of one company which has purchased practically all of its freight engines 
since the safety appliance law was passed, but not one of them had an automatic 
coupler on the front end when they were delivered to the company new from the 
locomotive works. Then, too, there are a great many engines used which have not 
even got patent couplers on their rear ends. 1 have known cases where such engines 
were wrecked and had these old couplers broken, and the whole rear ends of their 
tanks demolished, making it necessary to put in new end sills and new couplings, 
but when they were turned out of the shops after being rebui't, they woula have 
the old-style link-and-pin couplers on them. 

Wheu wo consider that most of the coupling that is to Ik* done is done with the 
engine, it is very important that they should have all of these safety appliances on 
them. 

One other sourco of danger, and one which has caused many a poor fellow to lose 
his life, is the failure of railroad companies to keep their frogs, switches, and guard 
rails properly blocked so as to prevent t min men from getting their feet caught therein. 

Then, too, many train men are killed and injured I)y being struck with overhead 
structures, which could just as well be built high enough to clear a man on the top 
of a box car if there was a disposition to do so. The same danger arises from side 
structures which are built too close to the track, and many a man has been killed or 
injured when climbing on the side of a car by being struck with such an obstruction 
and being knocked off or knocked under the wheels. I want to particularly call the 
commission’s attention to these overhead and side structures, Injcause there seems to 
be a great desire among railroad companies and municipalities to do away with grade 
crossings, and in some cities they have already started with this reform, and I think 
that in making their plans the train men’s safety should bo given consideration. I 
think the overhead structures should he high enough to clear a man on the top of 
a car pud the side structures should be a sufficient distance from the track to prevent 
injury to a man on the side of a car. 

1 would recommend that the national safety appliance law bo so amended as to 
require railroad companies to equip their engines with automatic couplers and grab 
irons, and that the height of drawbars on engines should be the same as those on cars. 
And as this law only applies to common carriers engaged in interstate commerce, its 
provisions should be reenacted into State law by the State legislatures, the same as 
has been already done in some States. I would recommend national and State leg¬ 
islation requiring railroad companies to block, fill, or adjust all their frogs, switches, 
and guard rails so as to prevent the feet of employees from being caught therein. 

I would also recommend that all new structures, or old ones rebuilt, be placed at a 
sufficient distance from the tracks to clear train men on the tops and sides of cars. 

I believe that if railroad companies were required to report to the Interstate Com¬ 
merce Commission the real causes of injury to employees, it would have a tendency 
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to reduce the number of accidents, for the reason that they would dislike very much 
to report accidents the causes of which would reflect on their management, and con¬ 
sequently extra precautions would he taken by them to prevent these injuries. 

I think, too, that great advantage is taken of the employees by the common law 
in regard to contributory negligence, and I think the law should be so amended as 
to not make contributory negligence a complete bar against recovery; but I think 
the jury should be allowed to say to what extent the employee was guilty of con¬ 
tributory negligence. For instance, if a railroad company has in use defective appli¬ 
ances, because an employee remained in its service after becoming acquainted with 
such defects is not to my mind a good reason why the company should not be liable. 
In such cases, as I understand it, the courts have held that if a defect is known to 
the employee and he does not tell the employer of it, and he still remains in the 
service, he can not recover if he is injured through such defect. This rule might 
have had some justice in it under former industrial conditions, but it is certainly 
unjust when applied to a modern railroad. For instance, there may be some defect 
alnnit an engine; according to the rules it would be the duty of the engineer to report 
this defect and not the duty of the fireman or brakeman; in fact, if either of them 
were to report it they might be told that it was not their business, that it was the 
business of the engineer to report such things. 

The engineer reports the defect and the company does not remedy it, and the 
engine goes out on another trip in that condition and causes an injury to the fireman 
or brakeman. Would it be right that they l>e barred from recovery just because 
they did not have an understanding with some one in authority that this defect 
would be remedied? I have here a copy of House bill 1086, introduced at this ses¬ 
sion by Representative Moon, which embodies this question, and, with a little mod¬ 
ification so as to make it apply to railroads, should be enacted into law. It reads as 
follows: 


A BILL to restrict the application of the doctrine of contributory negligence so ns to permit persons 
guilty of ncKligencc which is not the proximate cause of an Injury to persons or property to recover 
damages and to define the term “ proximate cause" and the right of litigants to have the same 
determined by a jury, and the duties of Federal judges in such eases 

Be it enacted by the Senate and House of Representatives of the United States of America 
in Congress assembled , That if any jH'rson or persons have sustained injuries or dam¬ 
age in person or property, and if such injury or damage was proximately produced 
by the negligent act or conduct of any person or persons, copartnership, company, 
association, or corporation against whom suit may be pending to recover damages 
for such injury, either by original writ or removal from State court or otherwise, in 
any of the courts of the United States having jurisdiction of such cases, the fact that 
the plaintiff or plaintiffs in such action may have been guilty of some negligence 
contributing to his, her, or their damage or injury shall not bar or defeat such plain¬ 
tiff’s or plaintiffs’ right to recover damage, and in all such cases the plaintiff or plain¬ 
tiffs may he entitled to recover actual compensation for the injury sustained, but the 
amount of the recovery of damages for injuries sustained unaersueh circumstances 
shall by the jury he mitigated or diminished in proportion to the contribution of 
negligence by the plaintiff or plaintiffs suing, unless the plaintiff or plaintiffs were 
as much at fault ami equally to blame with the defendant or defendants, and in that 
event the plaintiff shall not he entitled to recover anything. 

Sec. 2. That the term “proximate cause,” used in the first section of this act, 
within the meaning of the same, shall he defined as the direct or immediate cause of 
the injury, or that cause which directly or immediately brought into operation the 
agency or agencies which did produce the injury complained of. 

Sec. 3. That it shall be the duty of Federal judges on the trial of such cases, after 
declaring the law applicable, to leave to the jury as a question of fact the determina¬ 
tion of the act of negligence proximately producing the injury or damage, and shall 
not direct them as to such finding. But this shall not be construed as depriving the 
court of the right to set aside the verdict and grant a new trial if the finding of the 
jury under the law and evidence should not meet the approval of the court. 

Aid and benefit features of employees ’ associations .— 1 The five organizations of railroad 
employees have insurance anti benefit departments, through which the members are 
paid various sums for sickness and total disability, and in cases of death their depend¬ 
ents are paid the same amount as would be paid the member for disability. The 
disability and death policies are paid through the national organizations, and the sick 
benefits are paid by the local kxlges or divisions. The amounts paid for disability 
or death range from $400 to $5,000, it generally l>eing optional with the member what 
amount he snail carry. The weekly benefits paid by subordinate lodges and divisions 
range from $3 to $15. The total amount pain out by these organizations in disability 
and death claims to January 1, 1900, amounted to $23,072,563.36. The exact amount 
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paid in weekly benefits I can not give you, but I am safe in saying it amounts to 

several millions of dollars. 

These associations are strictly mutual, and there is no speculation on the money 
paid in dues and assessments; and consequently the men get better rates than they 
do in the old-line insurance companies or in the “ relief departments ” conducted by 
the companies. ...... , , ... 

Relief department* by railroads.— Some roads conduct relief departments, which are 
kept up principally by deductions from the wages of the employees each month. 
These associations are in name “voluntary,” but in nature they are compulsory; 
that is tlieold employees who do not belong to them are coerced or intimidated into 
joining them, and new applicants for employment are not hired unless they agree to 
iK'come members of these associations. The employees have some voice in their 
management, and are allowed a minority representation on the advisory hoards, but 
the railroad companies in organizing these associations and making the laws to gov¬ 
ern them have shrewdly seen to it that the companies’ representation on the boards 
is in the majority, and can at all times dictate and dominate the policy of the asso¬ 
ciation. They have taken good care, too, to see to it that the law-making power of 
the associations can never fall into the hands of the employees. As 1 have said, 
these associations are kept lip mostly by monthly deductions from the wages of the 
employees, but the companies agree to make good any deficiency in the fund. As a 
condition of receiving benefits, an employee must release the company from responsi¬ 
bility for injury, because it agrees to make good any deficiency in this fund. As the 
figures of those who have investigated show that the amount paid in by the employees 
is sufficient to fully cover the eost of carrying their risks, and that the amount paid 
into such fund by the company is only between one-fifth and one-sixth of the total 
amount paid in,'it is considered that it is taking a very unfair advantage of the 
employees to require them to release the company from responsibility for injury. 

(For insurance rates, see Locomotive Engineers’ Journal for Septeml>er, 189(1,pp. 
784-789; for figures in regard to the amount contributed by railroad companies to 
relief funds, see evidence of J. K. Cowenin hearings before the Industrial Commission 
on transportation, p.HOG.) 

The effect of these associations on the relations between employer and employee 
is anything but pleasant. The employees have had their eyes opened in regard to 
these 1 associations. They see that through the intricate workings of these relief 
departments they are being financially robbed and deprived of their legal rights in 
the courts, and they denounce them bitterly. 

The primary motives of railroad companies in operating these departments are 
avaricious rather than benevolent. First, because they require an employee to 
release them from responsibility for injury, and, second, Wause meml>ersnq> in the 
relief department keeps employees out of labor organizations on account of their being 
unable to pay the dues in both. Jn this way the employees are deprived of the great 
lienefit of labor organizations and the company’s hands are therefore more free to 
impose unfavorable conditions upon its men, and through this means they will become 
gradually bound up so that the company can do as it pleases with them. If these 
relief departments did not serve the purposes of releasing the company from respon¬ 
sibility for injury and alienating the interest of employees from labor organizations, 
there would not lie many of them in existence. 

1 have not had the time and means at my command to make as thorough an inves¬ 
tigation of these departments as I would like to have done, but I have been able to 
gather enough evidence together to substantiate the charge that they are founded on 
iniquity and governed by laws that are in direct conflict witli the spirit of American 
institutions, and are foisted upon the employees in defiance of the laws of our country. 
So numerous are the flagrant abuses practiced by railroad companies through these 
relief departments upon their employees that I will not attempt to cover them all, 
but will try to pint out to you those that have appeared to me to be the most unjust 
nd open to criticism. 

- wish first to call your attention to the blank applications for meml>ership pre¬ 
scribed by three railroads which operate these associations: 

BALTIMORE AND 01II0 RAILROAD COMPANY—RELIEF DEPARTMENT 

Application for full membership in the relief feature. 

To the >Superintendent of the Relief Department: 

I,---, of-, in the county of-and State of-, desiring to 

be employed in the service of the Baltimore and Ohio Railroad Company as-in 

the-department,-division, do hereby, as one of the conditions of such 
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employment, apply for membership in the relief feature, and consent and agree to 
Vft Wm4 Yiy «i\ the regulations of the relief department nowin force and by any 
ofttet regulations oi said department hereafter adopted applicable to the relief fea¬ 
ture; ior which regulations now in force reference is hereby had to any copy of the 
last edition of the book of regulations of said department issued by the superin¬ 
tendent. 

I also agree that the said company, by its proper agents, and in the manner pro¬ 
vided in said regulations, shall apply monthly in advance from the first wages earned 

by me under said employment m each calendar month, sums at the rate of- 

j«-r month as a contribution to the relief feature of said department, for the purpose 

of securing the benefits provided by said regulations for a member of class-to 

myself, or in the event of my death to-, or to whomever I may hereafter, 

from time to time, designate in writing by way of substitution, witli the written con¬ 
sent of the superintendent; or if no such beneficiary be then living, to my next of 
kin (as determined by the laws of the .State of Maryland), in accordance with regu¬ 
lation No. 18, subject to all the provisions and requirements of said regulations. 

I expressly stipulate that, mv marriage shall ipso facto have the effect to substitute 
my wife in the place and stead of the beneficiary named above to receive said bene¬ 
fits, in the event of my death, if she be then living. 

I further agreo that this application when accepted by the superintendent shall 
constitute a contract between myself and the said company as a condition of my 
employment by the company, governed in its construction and effect by the laws of 
the State of Maryland, and as such be an irrevocable power and authority to said 
company to appropriate the above amounts from mv wages and apply the same as 
aforesaid, and shall constitute an appropriation and assignment, in advance to the 

said company in triiBt for the purpose of the relief feature, of-such portion of 

my wages, which assignment shall have precedence over any other assignment by 
me of my wages or of any claim upon them on account of liabilities incurred by me. 

I further agree that in consideration of the contributions of said company to the 
relief department anil of the guaranty by it of the payment of the benefits aforesaid, 
the aeecptaneeof Ixmofits from such relief feature for the injury or death shall oper¬ 
ate as a release of all claims against said company or any ciunpany owning or operating 
its branches or divisions or any company over whose railroad, right of way, or pro| ?- 
erty the said Baltimore and Ohio Railroad Company or any company owning or 
operating its branches or divisions shall have the right In run or operate its engines 
or cars or send its employees in the performance of their duty, for damages by reason 
of such injury or death which could tie made by or through me; and that the super¬ 
intendent may require, as a condition precedent to the payment of such benefits, that 
all acts by him deemed appropriate or necessary to effect the full release and dis¬ 
charge of the said companies from all such claims be done by those who might bring 
suit for damages by reason of such injury or death; and also that the bringing of 
such a suit by me, my beneficiary or legal representative, or for the use of my bene¬ 
ficiary alone or with others, or the payment by any of the companies aforesaid of 
damages for such injury or death recovered in any suit or determined by a compro¬ 
mise or any costs incurred therein, shall operate as a release in full to the relief 
department of all claims by reason of membership therein. 

I also agree for myself and those claiming through me to lie specially bound by 
regulation No. 11, providing for the final anil conclusive settlement of alfdispijtes by 
reference to the superintendent of the relief department and an appeal from his 
decision to the committee on the relief department. 

I understand and agree that this application when accepted by the superintendent 
shall constitute a contract between me and the said company, by which my rights as 
a member of the relief feature and as an employee of said company shall be deter¬ 
mined as to all matters within its scope; that each of the statements herein con¬ 
tained and each of my answers to tho questions asked by the medical examiner and 
hereto annexed shall constitute a warranty by me, the truth whereof shall lie a con¬ 
dition of payment of the benefits aforesai'd. 

I hereby certify that I am-years of age; am correct and temperate in my 

habits, and have no injury or disease, constitutional or other, which will tend to 
shorten my life; am now in good health, and able to earn a livelihood. 

In witness whereof I have signed these presents at-, in the State of-, 

this day of-,18—. 

Witness: -. 

The foregoing application is accepted at the office of the superintendent of the 
relief department, in Baltimore City, Md., this-day of-, 18—. 

Superintendent of the Relief Department. 
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PENNSYLVANIA RAILROAD COMPANY—RELIEF DEPARTMENT. 

Application for membership in the relief fund. 

To the Superintendent of the Relief Department: 

I,-, of-, in the county of-and State of-, employed 

in the service of the Pennsylvania Railroad Company, as-upon the-. 

department,-do hereby, by reason of such employment, apply for member¬ 

ship in the relief fund, and consent and agree to be bound by the regulations of the 
relief department of the said company as contained in the book of said regulations, 
approved by the board of directors, which 1 have read or have had read to me, and 
by any other regulations of the said department hereafter adopted, and by the pro¬ 
visions of any agreement or agreements made by the said company with any other 
corporation or corporations associating in administration of their respective relief 
departments, in accordance with said book of regulations. 

I also agree that the said company, by its proper agents, and in the manner pro¬ 
vided in said regulations, shall apply as a voluntary contribution from any wages 
earned by me under said employment, or from Iwnefita that may hereafter'become 

payable to me, at the rate of-per month, for the purpose of securing the benefits 

provided for in the regulations for a member of the relief fund of the-class, and 

additional death lienefit, equal to-the death benefit of the first class. Unless 

I shall otherwise designate in writing, with the approval of the superintendent of the 

relief department, death benefit shall bo payable to-(here designate 

the lieneficiary or beneficiaries). 

And if any person now or hereafter designated by mo to receive the death benefit 
shall not lie living or shall be incapacitated for executing the requisite receipt and 
release, or if there shall bo no such person, the death benefit shall be payable as pro- 
uded in the regulations of the relict department for such event. And ‘i agree that 
the acceptance of benefits from the said relief fund for injury or death shall operate 
as a release of all claims for damages against said company arising from such injury 
<>r death which could be made by or through me, and that I or my legal representa¬ 
tives wifi execute such further instrument as may be necessary formally to evidence 
such acquittance. 

I also agree that this application, when approved bv the superintendent of the 
relief department, shall make ine a member of the relief fund on and from the date 
ii|x*h which, by the provisions of the regulations and the terms of this application, 
it takes effect, and shall constitute a contract between myself and the said company, 
and that the terms of this application and the regulations of said department shall, 
during my memliership, be a part of the conditions of my employment by the com¬ 
pany, and that the same shall not 1 m* avoided by any change in the character of my 
service, or locality where rendered while in such employment, nor by any change in 
the amounts applicable from my wages to the relief fund which I may hereafter con¬ 
sent to, and that the agreement that the above-named amounts shall lie appropriated 
from my wages shall apply also to any other amounts arising from changes made as 
aforesaid, and shall constitute an appropriation and assignment in advance to the 
said company, in tmst, for the purposes of the relief fund, of such portions of my 
wages, which assignment shall have precedence over any other assignment by me of 
my wages, or of any claim upon them on account of liabilities incurred by me. 

I also agree, for myself and those claiming through me, to be especially bound by 
regulation numlx'red 05, providing for final and conclusive settlement of all disputes 
by reference to the superintendent, of the relief department and an apiteal from his 
decision to the advisory committee. 

I certify that 1 am correct and temperate in my habits; that so far as I am aware 
1 nave no injury or disease, constitutional or otherwise, whjch will tend to shorten 
my life, and am now in good health and able to earn a livelihood. 

I also agree that any untrue or fraudulent statement made by me to the medical 
examiner, or any concealment of facts in this application, or resignation from the 
y.™*™ th© ^id company, or my being relieved from employment and pay therein 
at the pleasure of the company or its proper officers, shall forfeit my memliership in 
the aforesaid relief fund and all benefits, rights, or equities arising therefrom, except¬ 
ing that my leaving the service shall not (in the absence of any of the other forego¬ 
ing causes of forfeiture) deprive me of any benefits to the payment of which I shall 
nave previously become entitled by reason of accident or sickness occurring while in 
the service. 

This application to take effect the-day of-, A. I).-, if I shall l>e on 

duty on that date; otherwise upon the date of my going on duty thereafter. 
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In witness whereof I have signed these presents at-, in the county of 

State of-, this-day of-, A. D.-. 

Witness: (Signature)- 


The foregoing application is approved at the office of the superintendent of the 

relief department, at-, in the county of-, State of-, this-dav 

of-, A. D.-. 


(Signature) 


Superintendent of the Relief Department. 


Application for membership in the Philadelphia and Readme/ Relief Association. 


To the Superintendent of the Philadelphia, and. Reading Relief Association: 

I,-, of-, in the county of-, and State of-, employed, 

or about to l>e employed, in the service of the-Company as-the- 

do hereby, by reason of such employment, apply for membership in the Philadelphia 
and Heading Relief Association, and consent and agree to be bound by the regula¬ 
tions of said association, as contained in the book of said regulations, approved 
by the advisory committee, which T have read or have had read to me, and by any 
other regulations of the said association which may be hereafter adopted. 

I also agree that the said company, my employer, or any other company whose 
employees may become meml>ers of the said association, and which may hereafter 
employ me, shall, by its or their proper agents, and in the manner provided in said 
regulations, apply as a voluntary contribution from any wages earned by me under 
such employment, or from benefits that may hereafter become payable to me, at the 

rate of-($-) per month, for the purpose of securing the lienefits provided 

for in the regulations for a member of the said association of the-class, and 

additional death benefit equal to-the death benefit of the first, class. Unless 

I shall otherwise designate in writing, with the approval of the superintendent of 
the relief association, death benefit shall be payable to-. [Here desig¬ 

nate the beneficiary or beneficiaries.] 

And if any person now or hereafter designated by me to receive the death benefit 
shall not lie living at the time of my death, or shall lie incapacitated for executing 
the requisite receipt and release, or if there shall be no such person, the death benefit 
shall be payable as provided in the regulations of the association for such event. 
Any funeral or other expenses incident to n\y death which shall have been paid bv 
the superintendent of the relief association in accordance with the regulations, shall 
Ik* held to be in part, payment of the said death benefit, and the amount, so paid shall 
be deducted from the total amount of said death benefit before payment to the per¬ 
son or persons entitled to receive the same. And, in consideration of the contribu¬ 
tion to be made to the relief fund of the said association by the Philadelphia and 
Reading Railroad Company, and its successors, and of the agreement of the several 
associated companies in respect of any deficit in the relief fund for benefits to their 
respective employees, I hereby agree that the acceptance of benefits from the said 
relief fund, or from said association, for injury or death, shall operate as a release of 
all claims for damages against said company, my employer, and against any of said 
associated companies by which I may hereafter be employed, arising from such 
injury or death, which could lie made by or through me, and that I or my legal 
representative will execute or, where necessary,procure to be executed, such further 
instrument as may Ik* necessary formally to evidence such acquittance. 

I also agree that this application, when approved by the superintendent of said 
association, shall make me a mem'lK*r of said association on and from the date ujion 
which, by the provisions of the regulations of said association and the terms of this 
application, it takes effect, and shall constitute a contract Ik* tween myself and sard 
company, my employer, and such of the associated companies by which I may be 
hereafter employed, and that the terms of this application and the regulations of 
said association shall, during my membership, be a part, of the conditions of my 
employment by said companies* or any of them, ana that the same shall not be 
avoided by any change in the character of my service, or locality where rendered, 
while in such employment, nor by any change in the amounts applicable from my 
wages to the relief fund which I may hereafter consent to, and that the agreement 
that the above-named amounts shall be appropriated from my wages shall apply 
also to any other amounts arising from changes made as aforesaid, and shall constitute 
an appropriation and assignment in advance, to the said company or companies, my 
employers, in trust, for the purposes of said association, of such portion of my wages, 
which assignment shall have precedence over any other assignment by me of my 
wages or of any claim upon them on account of liabilities incurred by me. 
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I also agree for myself and those claiming through me to be especially bound by 
the regulations providing for final and conclusive settlement of all disputes by refer¬ 
ence to the superintendent of said association and an appeal from his decision to the 
advisory committee. 

I certify that I am correct and temperate in my habits; that, so far as I am aware, 
I have no injury or disease, constitutional or otherwise, which will tend to shorten 
my life, and am now in good health and able to earn a livelihood. 

I do hereby further acknowledge, consent, and agree that any untrue or fraudulent 
statements made by me to the medical examiner, or any concealment of facts in this 
application, or my resignation from the service of said company, my employer, or 
from any of the associated companies, or my being relieved from employment and 
pay therein at the pleasure of trie said companies, or any of them, or their proper 
officers, shall, except as otherwise provided in the regulations, forfeit my memlier- 
ship in the said association, and all benefits, rights, and equities arising therefrom, 
excepting that my leaving the service shah not (in the absence of any of the other 
foregoing causes of forfeiture) deprive me of any lienefits to the payment of which I 
shall have previously become entitled by reason of accident or sickness occurring 
while in the service. 

This application shall take effect on the-day of-, A. I).-, if on that 

date I shall lie on duty in the service of the said company; otherwise upon the date 
of my going on duty in such service, and am not at the time suffering from injury or 
disease. 

In witness whereof I have signed these presents at-, in the county of-, 

State of-, this-day of-, A. D.-. 

Signature of applicant. 

Witness:-. 


Witness: • 

Witness to signature of parent, etc. 


Signature of parent, guardian, or husband. 


The foregoing application is approved at the ofliee of the superintendent of the 

Philadelphia and Reading Relief Association at Philadelphia, Pa., this-day of 

-, a. I).-. 


Superintendent of the Philadelphia and Heading Relief Association. 

It. is claimed by some of the defenders of these departments that membership in 
them is “strictly voluntary.” This argument is denied by the employees and otners 
who have investigated the subject, and so convincing are the facts to the contrary 
that, the argument is not. taken seriously by those who have become acquainted with 
the inside workings; but fearing the same old argument might lie presented to this 
commission J will jaunt out. a few of the facts which to my mind clearly prove the 
fallacy of the contention. In a table which I will submit later I will snow that a 
large majority of the employees who have spoken on the matter say that it is neces¬ 
sary to join the relief dejiartments to secure employment, or that they are intimidated 
or coerced into joining them after securing employment. Prof. K. R. Johnson, of 
the I'niversify of Pennsylvania, who made an investigation of these departments, in 
his evidence before this commia^ion said: 

, * * “A prominent official of an important railway corporation told me in a 
confidential conversation that he did not. care whether the membership in relief asso¬ 
ciation was compulsory or not. At that time his railway made membership in his 
association compulsory; but he stated that he did not care whether it was comjmlsory 
to join the association or not, for the reason that the indirect pressure that the cor¬ 
poration could bring to hear would accomplish the same result.’' 

After making this statement, he was asked this question: “Did they force the 
employees?” _ To this question he answered: “Yes.” (Hearings before the Indus¬ 
trial Commission on the subject of Transportation, p. 57.) 

In the application for membership in tne Baltimore and Ohio Relief Department, 
heretofore quoted, the following appears: 

C -- 7 —, of-, in the county of-and State of-, desiring 

to be employed in the service of the Baltimore and Ohio Railroad Company as- 

in tup ■ dejiartment,-division, do hereby, as one of the conditions of such 

employment, apply for memliership in the relief feature, and consent and agree to be 
bound by all the regulations of the relief department now in force and by any other 
re wn 110118 department hereafter adopted applicable to the relief feature.” 

'V hen an employee is required to join the relief department as a condition of em¬ 
ployment, 13 not membership in that department compulsory? 
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President C. P. Huntington, of the Southern Pacific Railway, in a circular issued 
February 15,1900, establishing the relief department on that road, said: “Applicants 
for employment after March 1, 1900, must become members of the relief department 
before entering the company’s service.” (Railroad Trainmen’s Journal for April, 
1900, p. 335.) 

I think this is sufficient evidence to prove to a reasonable mind that membership 
in these associations is not voluntary, and I would not encroach upon the commis¬ 
sion’s time by submitting any further proof were it not for the fact that in the face 
of all the evidence that has been produced, I expect you will find some people who 
will still insist that membership is voluntary, so I wish to call vour attention to the 
evidence of Hon. J. K. Cowen, president of the Baltimore and Ohio Railroad, before 
this commission October 21,1899: 

In answer to a question by Senator Mallory he said: “If a person comes into the 
service now he agrees to go into the relief department.” 

In answer to a question by Commissioner Farqulmr he said: “He can not get into 
the service without going into tho relief department unless he is over age and for 
some special reason is relieved.” (Hearings before the Industrial Commission on 
Transportation, p. 305.) 

The next claim made for these departments is that the money received from the 
employees to keep up the fund is given in “voluntary contributions.” If member¬ 
ship in these associations is compulsory it necessarily makes the payment of these 
moneys compulsory, and to prove the former is but to prove the latter. Therefore I 
think it almost a waste of time to say any more on that proposition, but it might be 
well to here call your attention to the straits these companies must have been in 
when making the laws to govern these deparments to find words deceptive enough 
to answer their purposes but still look good on the outside. 

That they were in a measure unsuccessful in this is shown by their making a new 
definition for the word “contributions.” Oil page 21 of the regulations governing 
the Baltimore and Ohio Relief Department I find the following: “The word ‘con¬ 
tribution,’ wherever used in these regulations, refers to the sums paid into the 
treasury of the company on account of the relief feature, either by appropriation of 
wages earned or by deposits of cash for or by members.” 

On page 29 of the regulations governing the Pennsylvania Voluntary Relief De¬ 
partment, I find it defined in this way: “The word ‘contribution,’ wherever used 
herein, shall be held to mean such portion of wages or benefits, or cash payments in 
lieu thereof, as a member shall have agreed in his application shall be applied for 
the purpose of securing to him the right to benefits from the relief fund.” 

On page 30 of the regulations governing the Philadelphia and Reading Relief 
Association, I find it defined in these words: “The word 'contribution,’ wherever 
used herein, shall be held to mean such portion of wages or benefits, or cash pay¬ 
ments in lieu thereof, as a member shall have agreed in his application shall be 
applied for the purpose of securing to him the right to Iwnefits from the relief fund.” 

They first compel a man to join these associations and agree to allow them to keep 
a part of his wages each month, and then want to call it a contribution. If there 
was not an attempt at deception in this matter, why did they pick a word that 
required so much defining? I believe that the general understanding of the word 
contribution is to give of one’s own free will, and I deny that these employees pay 
this money in that spirit. And while they may not have the means of education 
at their command that the railway managers have, they are well enough acquainted 
with the English language to know that white is not black and a thousand defini¬ 
tions will not make green mean yellow. 

Now as to the objects or motives of railway managers in operating these depart¬ 
ments. The companies claim that tho object is benevolence. We dispute this, and 
claim, on tho other hand, that their motives are avaricious. 

What the companies would have us believe are their motives are printed in their 
regulations, and it might be well to quote them. On page 9 of the regulations 
governing the Pennsylvania Railroad Voluntary Relief Department, I find this 
declaration: 

“The object of this department is the establishment and management of a fund to 
be known as ‘The relief fund,’for the payment of definite amounts to employees 
contributing to the fund, who under the regulations shall be entitled thereto, when 
they are disabled^ by accident or sickness, and in the event of their death, to the 
relatives or beneficiaries specified in the applications of such employees.” • 

On page 3 of the regulations governing tne Philadelphia and Reading Relief Asso¬ 
ciation, the purpose is stated in this language: 

“The object of this association is the establishment and management of a fund to 
be known as ‘The relief fund,’ fur the payment of definite amounts to members of 
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the association, when, under the regulations thereof, they shall be entitled thereto, 
by reason of disablement from accident, sickness, or other cause, and, in the event 
of their death, to their relatives or other beneficiaries specified in their applications 
for membership or thereafter designated in accordance with the said regulations.” 

On page 4 of the regulations governing the Baltimore and Ohio Relief Department, 
it isput briefly in this language: 

“The relief feature will afford relief to its members entitled thereto, when they 
are disabled by injury or sickness, and to their families in the event of their death.” 

But we are fully convinced that these luring promises are only for the purpose of 
throwing dust in the eyes of the employees, and that the primary objects of the 
railroad companies in operating these departments are to deprive the employees of 
the right to sue in case of injury, and to keep them out of labor organizations. 

As I have said before, I think if these two things could not bo accomplished there 
would not be many relief associations in existence. Taking the second question 
first, I will give you what I think are good reasons to base this claim on: 

In the first place, many of the employees say that they believe one of the objects 
of the companies is to keep them out of labor organizations. They also testify that 
it serves this purpose, for men are sometimes unable to keep up the dues in the 
relief department and their labor organizations, and as it is compulsory on them to 
pay dues into the relief department, they must withhold their membership from the 
labor organizations. 

In 1889, shortly after these relief associations had been started, Mr. E. F. O’Shea, 
grand secretary and treasurer of the Brotherhood of Railroad Brakemen, in answer 
to aueations submitted by the Department of Labor in regard to relief associations, 
saiil: 

“Some of the principal lines have lately organized so-called relief associations for 
the ostensible purpose of ‘caring for our dear employees,’ but the real purpose is to 
undermine ami ultimately to destroy the brotherhood and place the men entirely 
at the mercy of the corporations. The brakeman does not receive wages commen¬ 
surate with iho work he performs or the dangers lie is compelled to undergo, hence 
lie is unable to keep up Ins membership in more than one organization, and as a por¬ 
tion of his wages is retained each month for his membership in the relief fund, he 
has no choice in the matter. A protest will result in discharge, and a discharge for¬ 
feits all moneys paid into the fund. The relief fund is a delusion and a snare, and 
many of the brakemen know it from bitter experience.” (Fifth Annual Report of 
the Commissioner of ].abor, p. 89.) 

Rrof. E. R. Johnson, in testifying beforo this commission, said: “A majority of 
railroad men could not afford to carry insurance in the relief departments and in the 
brotherhoods; both the relief departments rather worked against the beneficial 
departments of the brotherhoods.” Further he was asked: “Did it lessen their 
allegiance to the brotherhood organization?” To this he answered: “Yes; and 
made it rather difficult, for a man who was to be a member of the relief department 
to join the brotherhoods.” (Hearings before the Industrial Commission on Trans¬ 
portation, p. 57.) 

Now, as to the other motive that prompts these companies—that of depriving 
employees of the right to recover for injury: 

Each of these companies, as will he noted by glancing over the applications for 
membership in the relief department, requires as a condition of receiving benefits 
from the fund that the employee shall release it from all claims for damages arising 
from such injury. 

If the companies are prompted by a spirit of benevolence, why do they take such 
an unfair advantage of an injured employee? Is it benevolence to strip a cripple of 
the legal rights given him by the laws ot the land? One of the strongest evidences 
that the greatest desire of railroad companies is to prevent the paying of damages is 
afforded by watching their actions in such matters, and I desire right nere to call the 
commission’s attention to the attitude of some of our railway managers toward 
their employees who have been injured in the service and have sought redress in the 
courts, the way they discourage these employees and apparently use every means at 
their command to suppress the evidence and truth in these cases. For instance, a 
road is running from Pennsylvania into Ohio. The laws and courts of Ohio are con¬ 
sidered by the employees to be more fair and equitable than those of Pennsylvania, 
and the employee of tnis road when he sues naturally goes to Ohio to enter suit, and 
the case is tried in Ohio. He has to depend on his fellow-employees, who are his 
witiftsses, to go voluntarily into Ohio to give evidence, because, as I understand it, 
they can not be compelled to go from one State into another to give evidence in such 
cases. The officers of the road go to these witnesses and tell them that they do not 
have to go into Oiiio to testify unless they want to, and they give them to under- 
16a-4 
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stand that it is the company’s desire that they do not go. These employees are talked 
to by their superior officers, from the train master up to the general superintendent, 
and are finally persuaded not to fjo. Then the only way left open for the injured 
employee to get their testimony is to go into Pennsylvania and take their deposi¬ 
tions. The practice in taking these depositions is for the counsel on both sides to 
get together and mutually agree on a date on which they will go together and take 
the depositions. The counsel for the company advises the officers of the road what 
day they will come, and the company then goes to these witnesses whose testimony 
would t)e favorable to the employee and gets them to go to some place where they can 
not be found on the day the depositions are l>eing taken. 

It is made known to these witnesses, too, that they will lose nothing for the loss 
of time and expenses while evading the lawyers. Then, too, if a good witness for 
the plaintiff is on a run that takes him into Ohio, and they fear he will l>e subpoenaed 
some time while in Ohio, they will in some instances put him on another part of the 
road to work, so that he will not run into Ohio. Those witnesses know and feel in 
their own hearts that they are doing a wrong to their fellow-employee, but the 
remonstrances, or at least the suasive talk of a general superintendent, who has 
probably never honored them with an audience before, is too much for their will 
power, and they finally bend. And in this way the poor employee who has been 
injured through some fault of the company is deprived of some of his best witnesses. 
I remember, however, of one ease where a man was handled in this way, and he 
was taken to task for it by his lodge of our organization; and when lie fully realized 
the way his fellow-workmen felt about it, he took eourage and went and freely gave 
his testimony; and the plaintiff, who was a member of a sister organization, recov¬ 
ered several thousand dollars for the loss of a hand. 

What I desired to bring out by the foregoing was to show the means railroad 
officers will resort to to save damage suits; and it. strengthens my assertion that one 
of the main features of the relief departments is to prevent the collection of damages 
for injury, when the company is liable. 

But no stronger evidence can be obtained, showing the objects of these relief 
associations, than to take some of the history of the actions of the companies toward 
legislation which sought to nullify these release contracts. A few years ago, when 
such legislation was proposed in the State of Iowa, the Chicago, Burlington ami 
Quincy Railroad Company, which operates a relief department, marshaled all of its 
forces and influence ami resorted to some questionable means to defeat this measure. 

The fight made by the railroad employees in Iowa aroused so much public senti¬ 
ment against these departments in that part of the country that the Pennsylvania 
Company was very much disturbed lest their association would be stripped of its 
best feature by State legislation in that section of the country. So at the last session 
of the Indiana legislature it sought to legalize its relief department by statute and 
had its attorneys draft the following bill, which was introduced in the senate by a 
senator who was favorable to that corporation: 

[Kngrosscd semtli' bill No.tttf.] 

A BILL for nn art making it. lawful for railroad rom panics owning or opernting railroads in the Slate 
of Indiana, and for all other corporations,companies, firms, or persons employing labor m said 
State, to organize and maintain relief departments for the creation, maintenance,and management 
of relief funds for the lavymcnt of benefits to employees, contributing to such funds when disab.cd 
by accident or sickness, and hi the event of their’death to their relatives or other henetieiaries, 
authorizing employees to agree to contribute, and toeonlribuie voluntarily to such funds, providing 
that thoexpense iind covt of managing, curing for, investing,and disbursing such funds shall he 
borno solely bv said corimration, companies, firms, nr persons; that they shall be liable tor the safe¬ 
keeping thereof, and for any deficiency in said funds, prov iding for the acceptance <>t benefits from 
said funds by the members and their beneficiaries, mid prescribing the effect of such acceptance, 
and matters relating thereto, and declaring an emergency. 

Section 1. Be it enacted by the general assembly of the ‘State of Indiana , That it shall 
be lawful for railroad companies owning or operating railroads in said State, and for 
all other corporations, companies, firms, or persons employing lalxir in said Slate to 
organize and maintain relief departments for the creation, maintenance, and man¬ 
agement of relief funds for the payment-of benefits in definite amounts to employees 
contributing to such funds when they are disabled by accident or sickness, anil, in 
the event of their death, to the relatives or other beneficiaries of the decedent who 
may be specified in the application for membership of such employees. 

Sec. 2. The employees of such companies, corporations, firms, and persons jnay 
agree to contribute and may contribute voluntarily to the creation and maintenance 
oi such funds, hut all the expense and cost of managing, caring for, investing, and 
disbursing such funds shall he borne solely by the companies, corporations, firms, 
and persons, and they shall l>c liable for their Kifekeeping and for any deficiency 
in the funds to pay the benefits agreed upon. 
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Sec. 3. In case of personal injury to any employee or of his death while a member 
of any such relief department and entitled to benefits, he or his beneficiary named 
in the application for membership may accept the benefits from the relief fund in 
lieu and in bar of any damages resulting from such injury or death, and the accept¬ 
ance of benefits from the relief fund to which such employee or his beneficiary is 
entitled by reason of membership in the relief department shall be a valid defense 
to any action for damages resulting from such injury or death, but nothing contained 
herein or in any contract of such employees shall operate to deprive him or Ids 
representatives of his or their right of action for damages resulting from such injury 
or death if such employee or his beneficiary does not accept the benefits from such 
relief fund. 

Sec. 4. An emergency exists for the immediate taking effect of this act, therefore 
the same shall be in force from and after its passage. 

The company worked hard for the passage of this measure and kept a number of 
its employees at Indianapolis trying to show the legislators the blessings of their so- 
called voluntary relief department. The bill was referred to the committee on judi¬ 
ciary, which reported the bill with amendment, as follows: 

“Mr. President: Your committee on judiciary, to which was referred senate bill 
No 335, introduced by Senator Hogate, has had the same under consideration and 
lags leave to renort the same bark to the senate with the recommendation that said 
bill be amended bv adding to section 3 the following: 

“Amend by adding to section 3 the following: 

“ 1 Prontk’d, That there shall be paid to any employee or beneficiary any and all 
benefits to which he is entitled by reason of such membership for the period of 15 
days after his injury, and the acceptance of such benefit shall not operate as a bar in 
a suit for damages on account of such injury; and any act done, or any release or con¬ 
tract executed, within 15 days of any injury received by any member of any such 
association, shall not he a bar to any suit for damages on account of said injury; and 
that when so amended said bill do pass.’ 

“J. 1). Early, Chairman.” 

The amended report was concurred in February 17,1899, and on February 24,1899, 
the hill was called up by Senator Hogate, the man who introduced it, and read a 
third time by sections. It was then again amended by striking out all of lines 11 and 
12, after the word “death,” in section 3. And then it was still further amended by 
striking out all of section 3. 

This left a measure that was undeceptive and would have carried out every prin¬ 
ciple set forth in the Pennsylvania Company’s declaration of purposes of its relief 
fund. But this kind of legislation was not what it was seeking; it was seeking to 
legalize these release contracts; and when these iniquitous provisions were stricken 
from the bill the senator who had introduced it, ami, as I understand it, introduced it 
at the instance of the Pennsylvania Company, moved to strikeout the enacting clause, 
which motion prevailed, and it killed the bill. 

Mr. Chairman, I have taken particular pains to look up the history of this Indiana 
legislation in order to give you the exact facts. I placed myself in communication 
with the secretary of state of Indiana; also with the chairman of the legislative board 
of railroad employees of that State, who was in attendance at Indianapolis during that 
session of the legislature, and to substantiate my statements I submit their letters: 

Department op State, 

TT „ Indianapolis, Ind., Januan / 22 , 1900 . 

II. R. Fuller, Washington, D. C. 

Dear Sir: I herewith inclose to you a type-written copy of senate bill No. 335, 
introduced in the senate of the sixty-first general assembly. The original bill, with 
the amendments added thereto, had been ordered to engrossment, after which, on 
February 24, the enacting clause was stricken out, and therefore the bill was killed. 

Very truly, yours, 

Geo. W. Gonseu, Deputy Secretary. 

I again wrote to the secretary of state for more details in regard to this bill and 
received the following letter: 

lr „ Indianapolis, Ind., March 12, 1000. 

n. li. h uller, Washington, D. C. 

Dear Sir: Replying to your favor of March 10,1 l**g to sav that senate bill No. 

W!W mtroduced into the general assembly by Hon. Enoch G. Hogate, a Repub- 
Ucan senator. On February 24, 1809, the bill was called up by Mr. Hogate and 
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read a third time by sections. Senator Minor, a Democrat, made the following 
motion: 

“I move you that senate bill No. 335 be referred to a committee of one and 
amended by striking out all of lines 11 and 12 after the word ‘death’ in section 3,” 
which motion prevailed. 

Senator Morris Winfield, a Democrat from the district composed of Cass and 
Pulaski counties, made the following motion: 

“T move you that senate bill No. 335 be amended by reference to a committee of 
one, its author, with instructions to strike out section 3,” which motion prevailed, 
on a decision whereon 21 senators voted in the affirmative and 13 senators voted 
in the negative. 

The bill as amended did not meet the approval of Senator Hogate, who thereupon 
moved to strike out the enacting clause, which motion prevailed. If there is any 
blame to be attached to either party for the defeat of this bill, it can only be 
attached to the Democratic party. 

Very truly, yours, Union 13. Hunt, > 'Secretary of State. 

The following is the statement made by Mr. B. L. Frederick, the chairman of the 
railroad employees’ legislative board: 

Indianapolis, Ind., May 16, 1899. 

H. R. Fuller, McKees Rocks, Pa. 

Dear Sir: Your letter of the 1st instant relative to the bill introduced at the last 
session of the general assembly of this State, making it lawful for railroad companies 
and other corporations to organize and maintain relief departments, received. 

This bill which was known as S. B. 330 and introduced by Senator Hogate, of Boone 
County, was, I understand, drawn up by Mr. Samuel 0. Pickens, of this city, and the 
chief counsel forthePittsbui^r, Cincinnati, Chicago and St. Louis Rail way in thisState. 
This company (Pittsburg, Cincinnati, Chicago and St, Louis Railway) kept 0 of their 
employees stationed at the state house during the entire session, working in the 
interest of this measure—they having a list showing the percentage of members and 
nonmernbers on each division to show that the relief department as conducted 
by that company was purely voluntary and not compulsory. On 2 or 3 of these 
divisions the percentage of membership was as low as (30 j>er cent, but upon investi¬ 
gation I find the majority of the employees on these divisions that have a low per¬ 
centage are men who are past the prime of life and would be considered by other 
insurance companies as poor risks. 

The bill met with great opposition from the representatives of the employees for 
this reason: That the acceptance of the benefits oi the relief association was a valid 
defense for the company in a suit for damages. 

When the bill came up for passage with the amendment attached all interest was 
lost, showing conclusively thatthe bill was introduced to have the relief departments 
act as a bar in a suit for damages. 

Trusting you will find this information sufficient, I am, sir, 

Very respectfully, yours, 

B. L. Frederick, 

Chairman Indiana Legislative Board. 

Subscribed and sworn to before me this 29th day of March, A. D. 1900. 

[seal.] John W. Donnelly, 

Notary Public in arid for Cook County , Illinois. 

Now, I wish to call your attention to the remarkable wording of the title of this 
bill. Note how lucidly it sets forth every provision of the bill except the release 
provision. That is covered by these harmless appearing words: “and prescribing the 
effect of such acceptance, and matters relating thereto. ,f Indeed, the language of the 
bill is almost a repetition of that in the title, with this one exception. If there was 
not an attempt to deceive, why did they not clearly express this provision in the 
title of the bill? If this release clause was fair, why were they afraid to set it forth 
in the title as they did the other provisions of the bill? Why did they not say in the 
title: “and the acceptance of benefits from the relief fund shall be a valid defense 
to any action for damages resulting from such injury or death?” 

But this is not all the evidence that can be produced to show that the greatest 
object aimed at is to save damage suits. Tho employees are almost unanimous in 
that opinion. Prof. E. R. Johnson, whose testimony I have already referred to sev¬ 
eral times, speaks this way: “I think tho corporations have organized the relief 
departments not from philanthrophy, but because it is good business.” He further 
says: “I think the economic motive is the motive of the comorations.” (Hearings 
before the Industrial Commission on transportation, pp. 58-59.) 

President Cowen, of the Baltimore and Ohio Railroad Company, in his evidence 
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before this commission, said: “And practically the effect of the relief department 
has been to almost entirely wipe out litigation with employees on account of injuries; 
not entirely, but almost entirely. I think really it is quite a rare case now for ns to 
have much trouble with our employees.’’ 

If we had no more evidence, would not this admission make absurd any pretension 
that the relief departments were not organized for the purpose of saving damage 
suits? 

But it is argued by the friends of the relief associations that anything that will save 
litigation is commendable. To my mind this is a wrong conception. I will agree, 
however, that anything that will remove the cause for litigation is commendable. 
We should not allow the railroad companies to escape the responsibility for injury 
to their employees, and then they would take more precautions to protect the lives 
and limbs of their employees; and the result would be a decrease in the number of 
accidents, and consequently the cause for litigation would be lessened. This would 
be going to the root of the evil, which is the right way to go about it. 

1 1 is said by those who have investigated this question that the companies con¬ 
tribute only about 16 or 20 per cent of the relief funds, but still they claim the right 
to make an employee release them from responsibility for injury before they will 
allow him to draw benefits from this fund ot which he and his fellow employees 
have contributed over 80 ]>er cent. For the paltry sum which is the company’s con¬ 
tribution to the benefits he draws, he is deprived of the legal rights given him by the 
laws of the land. To plainly show' the real injustice of this part of the scheme I will 
draw an example of how it works with an employee who is injured and is entitled 
by law to recover for such injury: An employee who is a member of the relief 
department loses an arm. We would say that the courts would allow him $5,000 for 
this injury. We will now say that he receives $100 from the relief fund, $20 of 
which the company has contributed. For this $20 he surrenders his right to the 
$5,000 which he was entitled to according to law, and he is out the difference between 
$20 and $5,000, which is $4,980. 

As previously stated, the companies have the majority on the governing boards, 
and therefore practically make the laws and dictate the policy of these associations; 
and it is impossible for the employees’ representatives to change these laws to an 
equitable basis. 

1 ask the question: If the employees contribute 80 per cent of the funds why should 
they not ha\ e a majority representation? 1 would like to be shown another nusiness 
institution that is run in such an arbitrary manner. Where, if you please, could we 
find a railroad president or director who owns the controlling interest in a road who 
would allow it to be run by the minority stockholders? 

I have often heard the phrase used, “ the tail wagging the dog ? ” but it never pre¬ 
sented itself so strongly to me as it does in this feature of the relief departments. 

The amounts paid in disability and death claims by these associations are not com¬ 
mensurate with the amounts paid in dues. The insurance departments of our broth¬ 
erhoods, and even the old-line insurance companies, give better rates. I have not 
had the time myself to go into this feature of the question and give you the exact 
figures, but I have here a very able and carefully prepared comparison made by one 
of the editors of our organizations, which I submit, as follows: 

THE PLANT SYSTEM—RELIEF AND HOSPITAL DEPARTMENT. 

We alluded to the philanthropic pose of Superintendent Dunham, of the Plant 
System, in our August number, and stated therein that in forcing his relief and hos¬ 
pital scheme on the employees it was compelling them to share the company’s losses 
without sharing in its profits. 

We have before us the printed application for membership which is headed “Plant 
system relief and hospital department.” This document is too long for space at our 
disposal in this issue, and we will use such quotations as will answer our purpose at 
this time and if found necessary will publish in full later. This document is addressed 
to the superintendent and chief surgeon, and reads (the name and place added): 

Richard Roe, of Brunswick, Ga., desiring to be employed in the service of the 
companies constituting the Plant System as engineer in the train department, do 
hereby, as one of the conditions of such employment, apply for membership in the 
relief and hospital department, and consent and agree to be bound by all regulations 
of the relief and hospital department now in force, and by any other regulations of 
said department hereafter adopted.” 

It will be readily seen that employment in any capacity depends upon the physical 
possibility of the applicant coining within the requirements of the medical examina¬ 
tion, which is more searching than the examination of any old-line insurance com- 
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pany, as it covers not only physical conditions hut eyesight, hearing, and color list. 
And it is safe to say that no man, however proficient in the business, or how badly 
he may need work or they need his services, can obtain it only through the one 
channel, the relief and hospital department, and not then if for any reason the super¬ 
intendent or medical examiner does not want him to pass. The application further 
says: 

“I also agree that the said companies, or either of them, by its or their proper 
agents and in the manner provided in said regulations, shall apply monthly in 
advance, from the first wages earned by me under said employment in each calen¬ 
dar month, sums at the rate of-i>er month as a condition to the relief and hos¬ 

pital department for the purpose of securing the benefits provided by said regulations 
for a member of class-to myself, or in the event of my death to-. 

“I expressly stipulate that my marriage shall ipso facto have the effect to substitute 
my wife in the place and stead of the Ixmcfieiary named above to receive said bene¬ 
fits in the event of my death, if she be then living. 

“I further agree that this application, when accepted by the superintendent and 
chief surgeon, shall constitute a contract lie tween myself and the said companies, and 
each of them, as a condition of my employment by the company, governed in its 
construction and effect by the laws of the State of Georgia, and as such bean irrevo¬ 
cable power and authority to said companies, or either of them, to appropriate the 
above amounts from my wages and apply the same as aforesaid, and shall constitute 
an appropriation and assignment in advance to the said companies, or either of them, 
in trust for the purposes of the relief and hospital department, of such portions of my 
wages, which assignment shall have precedence over any other assignment by me 
of my wages, or of any claim upon them on account of liabilities incurred by me. 

“I further agree that in consideration of the contributions of said companies to the 
relief and hospital department, and of the guaranty by them of the payments of the 
benefits aforesaid, the acceptance of benefits from the said relief and hospital depart¬ 
ment for injury or death shall operate as a release of all claims against said companies, 
and each of them, for damages by reason of such injury or death which could be 
made by or through me; and that the superintendent and chief surgeon may require, 
as a condition precedent to the payment of such benefits, that all acts by him deemed 
appropriate or necessary to effect the full release and discharge of said companies, 
and each of them, from all such claims, be done by those who might bring suit for 
damages by reason of such injury or death; and also that the bringing of such a suit 
by me, my Ixaiefieiary, or legal representative, or for the use of my beneficiary alone, 
or with others, or the payment by any of the companies aforesaid of damages for 
such injury or death recovered in any suit or determined by compromise, or of any 
costs incurred therein, shall ojRwate as a release in full to the relief and hospital 
department of all claims by reason of my membership therein. 

“ I also agree, for myself and those claiming through me, to lie specially bound by 
regulation No. 13, providing for the final and conclusive settlement of all disputes by 
reference to the superintendent and chief surgeon of the relief and hospital depart¬ 
ment; and an appeal from his decision to the committee on the relief and hospital 
department. 

“I understand and agree that this application, when accepted by the superintend¬ 
ent and chief surgeon, shall constitute a contract between me and the said companies, 
and each of them, by which my rights as a member of said relief and hospital depart¬ 
ment, and as an employee of said companies, or either of them, shall he determined 
as to all matters within its scope, that each of the statements herein contained, and 
each of my answers to the questions asked by the medical examiner, and hereto 
annexed, shall constitute a warranty by me, the truth whereof shall be a condition 
of payment of any of the benefits aforesaid.” 

It will be note«l that the applicant agrecR that the acceptance of his application 
creates a fixed and immutable condition of his employment. He also agrees to 
obtain a release, if requested, from all parties who might come within the scope of 
law for bringing a suit against the company, and that the bringing of a suit shall act 
as a positive release of the companies’ liability to pay any part of the indemnity 
accruing from his monthly payments and membership in the relief and hospital 
department. He also agrees that his rights in the indemnity department ana his 
position as an employee shall rest upon the truth of his answers to the medical 
examiner, and without qualifications. One might state what he believed to lie abso¬ 
lutely true of his own physical condition and still be as wide of the truth as many of 
the students with M. D. attached to their names in making an examination. The 
applicant takes this risk all to himself, as he does all the other risks incident to his 
employment and insurance with this philanthropic company. We append below 
the fixed and immutable condition of employment of all classes of employees on the 



TRANSPORTATION. 


65 


Plant System. In this exhibit they take pains to say, “Free medical and surgical 
attendance by company’s surgeons to all memlters,” and that members must insure 
in the class their salary calls for. We shall see later whether medical attendance is 
free to anyone hut the Plant Company. 


The limit System relief unit hospital ilepnrlment, irhnt it routs, anil benefits to be derived. 


Class mrordmg lo salary per month. 


(,'ltm according to employment. 

Cost nor month• 

First Hass (those engaged in opera¬ 
ting trains). 

Second ehihs (not so engaged). 

Fust m second class. 

Benefits. 

For accidental injuries per day, not 
including Sundays— 

Fust 2<5 weeks ’ . 

Alter 2(5 weeks. 

For sickness perdav, not including 
first f> working daj.s or Sundays, 

for f>2 weeks. 

In event ol death from— 

Accident. 

Natural causes. 



1 B.—Over 

1 C.—Over 



A.—$35 or 

$35 and not $50 and not 

$75 and not 


under. 

more than 

more than 

more than 

than $100. 


$50. 

$76. 

8100. 

81.25 

$2.50 

$3.50 

$4.50 

$5. ,50 

1.00 

2.00 

2.75 

3.50 

4.25 

.50 

1.00 

1.50 

2.00 

2.50 

.25 

.50 

.75 

1.00 

1.25 

.50 

1.00 

1.50 

2.00 

2.50 

500 (X> 

1,000 00 

1,500.00 

2,000.00 

2,500.00 

250 (X) 

500.00 | 

750.00 

1,000.00 

1,250.00 


Free inedie.il and surgical attendance by company's surgeons to all members. No charge will be 
made to members lor care and treatment while in hospitals. For care of the families of members in 
eoinpain s hospitals, actual cost will lie charged with an addition of 10 per cent. 

„,,, 1 , j rs ' ,n l’*V> mg othei limn the company's surgeons will do so at their own expense. Benefits 
will not be paid in such cases unless reported promptly on relief and hospital department Form 12. 
j'.mpio\ ees becoming members oi the department must insure in the class their salary requires. 


Now, the second class, not in train service, is necessarily trade up of all the 
other classes that compost* the necessary force employed; and as there are six classes 
Ustcd m old-1 me companies before we come to hazardous, it will be fair to take the 
middle class, called ordinary, and turning to this column we find #1,000, and #7.50 
weekly indemnity. • - - 



is maintained, the payments, would, we think, not exceed 
i. ,» an ” a .H‘itr for these classes, anti the Plant’s excess charges over the 
old-line company is $12.88, #21.75, #24.18, and #82.25 a vcar-almost threc times as 
t»i U< . f . rost1 ,os l ,ltsil maintenance. This looks iikea good big margin for the 
f and we w ill leave the reader to estimate whether the medical service 

s tee, or w hether the employee pays the hill. And when we realize, as we all do, 
unit a very small percentage of the above class get killed, and consequently the ma- 
turnig I'lann by natural death being paid only one-half, we do not think the Plant 
i VsteiiiHii he bankrupt l>v its philanthropy. Now we will make a comparison of 
me other class, “extra hazardous,” as tncy are listed by the old-line companies. 

. ovv, the condition for an engineer or conductor who earns more than one hundred 
't ki " ""’ n , t 1 'I 1 a payment of $5.50 ]>or month, or ftitt a year, on a *2,500 policy, 

,A. "‘'f k| y indemnity for 26 weeks, and one-half, or $7.50, if he is disabled more 
nan _t, weeks, and full payment on his policy if he is killed while on duty in the 
■/ '"? 01 tlll! company; hut if he dies from other causes lie receives only $1,250, and 
S, ,m “cconnt of accidental injury w ill he paid only when shown by evidence 
saustauory to the superintendent to have been received while actually engaged in 
the performance of duty in the service of the company. 

H i 1 ; l i nc ac ' 1(! ' lule before »'<■ lists $2,500, extra hazardous, $15 weekly 
» «' $4 20 a month, or $51.56 a year, and full payment of $2,500 whether 
ytihnvtng Ins occupation or otherwise, or dies a natural death. And when we 
r , )ont Slxt - V nf onu hundred maturing policies under the Plant 
■ jswm would only receive $1,250, because 00 per cent die natural deaths, and that 
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indemnity is not paid when injury is received when not on duty, it does not take long 
to fathom the incentive that actuates its superintendent in adopting this means of 
relievingthe Plant Company of sustaining its legitimate liabilities, and possibly having 
something left, and with no means provided by which one of these' employees who 
have paid excess charges over cost of maintenance ever getting any of it back. And 
if they are discharged or leave the service of the company, these accumulations which 
are sure to accrue remain the property of someone—Who? • 

Now, we will make a comparison with the Brotherhood of Locomotive Engineers’ 
Mutual Life and Accident Association. This is the extra hazardous risk. Foi the 
twelve months ending Julv 20,1896, there were 141 natural deaths, 73 killed and died 
from injuries received, 17 loss of hand or foot, and 22 loss of eye, a total of 253. Of 
the killed, 1 was thrown from his horse, 3 died from gunshot wounds, 1 thrown from 
a buggy, 1 drowned, and 1 killed in a cyclone; and these the Plant would pay half 
or declare them forfeited entirely. The cost of carrying $2,500 in the Brotherhood 
of Locomotive Engineers’ Mutual Life and Accident Association for the past year, with 
39 liabilities maturing for loss of hand, foot, or eye, has been $41.66, and the cost of 
weekly indemnity equal to the Plant is carried on in many of our divisions for 75 cents 
a month, or $9 a year, making a total of $50.66 for $2,500, with weekly indemnity 
and the policy always paid in full. Now let us see what the difference would amount 
to paid in full, as the Brotherhood of Locomotive Engineers does, and natural deaths 
one-half, as the Plant System does. Two hundred and fifty-three policies maturing 
at $2,500 amounts to $630,000. Now, the Plant System would only pay in full for 
those killed—73—$182,600. As they would not pay for loss of hand or eye, they 
would only pay on the 141 natural deaths $176,251, total, $358,750. In favor of the 
Plant Company, $271,250 on policy payments only, as compared with the Brotherhood 
of Locomotive Engineers’ insurance. If the Brotherhood of Locomotive Engineers 
paid its policy holders on the same basis the Plant does, it would cost but $22.50 a 
year to pay the bill and cost of collecting. Now, the men on the Plant System have 
paid $15.34 a year more for their risk being carried by the Plant than the Brotherhood 
of Locomotive Engineers’ insurance has cost its members, and they have paid $14.64 
more than an old-line company would ask, and on the ordinary class almost three 
times as much as the rate in an old-line company. 

For further comparison, we will take the number carried by the Brotherhood of 
Locomotive Engineers’ insurance department which aro all extra hazardous, and in 
which all payments are made in full, and loss of hand, eye, or foot paid the same as 
on death, which will give 39 more maturing policies than in either the Plant or the 
old-line company. For the information of the members of the Brotherhood of 
Locomotive Engineers’ insurance, we will take the average number carried during 
the year, our figures being based on the actual records of the insurance assessments 
for that time. We will give the amount of cost to the insured to carry $2,500 and $15 
a week in each of the three, and deduct the amount that would he paid on matured 
policies in each, leaving the balance to cover weekly indemnity, profit, or surplus. 

In the Brotherhood of Locomotive Engineers’ insurance, 16,860 members pay in 
$50.66 a year, or a total of $854,127.60, and receive on 253 matured policies (the last 
year’s record as to actual number of policies paid) $630,000, leaving balance of 
$224,127.60 to meet weekly indemnities. The old-line companies’ figures on same 
number would be: Paid in by insured at $51.36 a year, $865,929; as they do not pay 
for loss of hand, foot, or eye, we will deduct 17 for loss of hand or foot and 22 for 
loss of eye, a total of 39, leaving matured policies in old-line company 214 instead of 
253, ana this total would lie $535,000; this deducted from the amount paid in would 
leave a balance of $330,929 to meet weekly indemnity claims, commissions, and 

P rofits—$106,801.40 more than the Brotherhood of Locomotive Engineers. The 
lant System of payments, $66 a year on 16,860 members, would amount to $1,112,760, 
and they, like the old-line company, do not pay for hand, foot, or eye, and would 
stand at 214, same as the other. Besides this, nowever, they do not pay but half on 
natural deaths; so the account would stand (taking our record again), accidental 
deaths, 73, at $2,500, $182,500; natural deaths, 141, at $1,250=$176,251, or a total 
of $358,750, and there has been $1,112,760 paid in, leaving a balance in favor of the 
Plant of $754,010; $529,873 more than the Brotherhood of Locomotive Engineers. 
Now, the members of the Brotherhood of Locomotive Engineers’ insurance pay in 
$11 ,802 less than the same risk in an old-line company, and pay out for loss of hand, 
foot, or eye 39 matured claims, amounting to $98,500, and having paid in $11,802 less 
the saving would stand $110,302 in favor of the Brotherhood of Locomotive Engi¬ 
neers’ insurance. And when we compare it with the Plant System the members of 
the Brotherhood of Locomotive Engineers’ insurance would my in $258,883 less, and 
get in return, as we have shown, but $358,750 on matured policies in lieu of $630,000 
from the Brotherhood of Locomotive Engineers— a difference of $271,250; this, added 
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to the $288,863 excess payment, shows the cost to he greater than that of the Brother¬ 
hood of Locomotive Engineers bv $530,113. Our exhibit shows a balance to meet 
weekly indemnity of $224,127.60, the old-line companies’ indemnity fund as 
$330,929, and the Plant as $754,000. We have not considered the greater factor in 
proportion to the number employed in railroad service which do not come under the 
class of extra hazardous, and by examination it will be found that the saving for some 
one besides the insured in that class is very much greater in percentage, and while 
the number employed on the Plant System we presume is considerably smaller than 
that we have used in this article, we think we are safe in saying that this philan¬ 
thropic Superintendent Dunham will be able without much difficulty to figure out 
enough to at least pay the doctors and do so without using any of the Plant System’s 
earnings, but get it out of the pockets of the employee, not by voluntary contribu¬ 
tion, but by a system of coercion, the employee being afraid to do otherwise, fearing 
tiie loss of position. There are other railroad companies that have paternalism with 
similar conditions, but it has been left for Superintendent Dunham to reach the 
extreme in compelling the employee to more than pay the company’s losses without 
sharing in its profits. The owners of tho Plant System can not relieve themsel ves of 
tiieir responsibility for having a tyrant as their business manager, who resorts to 
every kind of scheme of good or ill repute to foster his or their interests. 

I presume there are those interested in the Plant Relief and Hospital Association 
who will try to deny the statements in this article, and to show that tho company is 
not only doing their share toward expense, and are really actuated by a love of caring 
for their employees, hut in doing so—if they wish to be honest in it—they must first 
show what had been the legitimate cost of medical attendance on the company’s busi¬ 
ness liefore the employee began to pay the hills; and also show the real diminution 
of the expense of their legal department, by virtue of the contract the employeesigns, 
forfeiting his claims to the benefits which should accrue to him from his own pay¬ 
ments into the relief and hospital fund, if he or any of his heirs or assigns should 
presume to sue the company, even though the injury was caused by tho grossest care¬ 
lessness on the part of the officials of tho company themselves. There are those who 
maintain that the employees like these associations—the contract, compulsory part, 
and all—but the best explanation of that is that they do not like to say they do not 
like it. 

The readers can infer as much as they like. There is a redeeming quality in hos¬ 
pital departments rightly conducted. Where the collections from the employees 
are moderate, and where there is no ironbound contract to relieve the company of 
its rightful obligation to pay legitimate claims against it, and in which there does not 
enter tho speculation-fostering features of the others, there is a streak of charity in 
it, and though one never expected to be benefited by it personally, haying a home 
of his own, they willingly contribute for the benefit of others whose circumstances 
differ. There is a good chance in hospital system relieved of the other feature, for 
company officials to be actuated by a meritorious desire to lienelit and relieve suffer¬ 
ing humanity when the occasion'requires it. We believe the public shouid know 
what is the real intent and purpose of the man at the head of the Plant System. • 
That it. is not charity, they need not he told; that it is gain, pure and simple, is self- 
evident, and ought to be condemned. He has denied the employee the right to a 
voice in any condition as associated with the Plant System, and they have no voice 
in this relief and hospital department. They are requested not to use their voices, 
but a pen to sign away their liberties at the command of Superintendent Dunham or 
suffer discharge. 

This article was prepared by Mr. C. II. Salmons, tho editor and manager of the 
Locomotive Engineer’s Journal, and was printed in that journal for September, 1896; 
and Mr. Salmons writes me that no one has so far undertaken to disprove any of the 
statements contained in it. 

One of the great luring promise8 put forth by the relief departments is the pension 
feature. This is also looked upon with suspicion by the men, as they claim that a 
man who has stamina enough about him to protest against unfavorable conditions 
being imposed upon him wul not be allowed to remain in the service long enough 
to be put upon the pension list; and they prefer to look after their own future rather 
than nave paternalism exercises! over them by the companies. 

The Interstate Commerce Commission, in its Thirteenth Annual Report, in touch¬ 
ing on the queetion of relief departments, said: 

“There are some conditions imposed upon members by the relief departments 
which have provoked no little criticism. For instance, objection is made that two 
of the railroad companies make membership a condition of employment; another 
objection is that, generally, membership is forfeited when the employee’s service in 
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the company terminates; and still another is that all the relief departments provide 
that an employee or his beneficiary, by accepting the benefits afforded by the relief, 
thereby waives any legal right to recover damages against the company in case of 
injury or death caused by accident, it is also urged against these relief departments 
that they create in the mind of the employee a sense of dejiendence on the continued 
good will of the employer, since any lieneficial interest in the relief fund ceases upon 
the discharge of the employee or his voluntary retirement from the employer’s serv¬ 
ice. Moreover, when contracts are exacted requiring membership of relief depart¬ 
ments as a condition of receiving employment, there is said to be a tendency toward, 
if not the actual assumption of, powers which ought not to be exercised by railway 
corporations.” (Tenth Annual Report of the Interstate Commerce Commission, 
p. 111.) 

The following are a few editorials from the journals of our organizations, which 
contain some very good arguments against these relief associations, and will, 1 believe, 
be of some assistance to the commission: 

“One of his admirers, in writing of the life of Mr. McLead, declared him to be a 
democrat in his dealings with his employees, and in support of his statement said 
there was no hand on the Reading so much covered with dust and grease that the 
president would not shake it. Another proof of his solicitude for his employees 
was made as follows: ‘The first thing he did upon assuming prominence in the com¬ 
pany was to start a relief association among the men, which has a membership of 
15,216 and a surplus in the treasury of $228,480.43. The receipts of the association 
last year were $262,787.28 and the disbursements were $241,101.91. It is adminis¬ 
tered by an advisory l)oard composed of ordinary employees and a number of the 
representatives of the Reading’s board of managers.’ This looks good and sounds 
better, but the romance and sentiment attached to the story can not bury the truth. 

* * * There is not the first principle of democracy in any part of it, although 
there is an assumption of such in allowing ordinary employees to meet and hear the 
managers of the road direct the government (if the association. The fact that the 
board of managers have their representatives to assist gives a pretty fair idea how 
far the wishes of the employees are allowed to govern. Membership in this far¬ 
sighted and benevolent association is made a condition of employment; promise not. 
to join any labor organization, or to withdraw from those already joined, is part of the 
same contract drawn by this democrat. Under the guise of philanthropy this asso¬ 
ciation has taken from the men on the system in one year over $262,787 and given 
them in return $241,101, while the balance is kindly held for them by the company, 
which is anything but a reliable depository. This same democrat would have 
extended his pet scheme to the leased lines had the employees of those lines notmet 
the proposition with organized and determined resistance, and had system federation 
not been in force among the organizations of railroad employees on the leased lines, 
they too would be paying tribute to this, the greatest philanthropic fake the work¬ 
ingmen of this country have ever had to submit to. Their combined front presented 
in opposition to this infamous proposition alone saved them from the humiliation of 
placing their necks under this oppressive yoke.” * * * (Railroad Trainmen’s 
Journal for May, 1893, p. 381.) 

The Railway Conductor for March, 1897, page 180, speaking on a law introduced 
in Iowa to declare void all contracts wherein employees waived their rights to recover 
for injuries by accepting benefits from relief departments, says: 

“This is the substance of the contention we have always made upon this subject, 
and is no more than common senso and common justice would dictate. When men 
are compelled to pay for their insurance it is their property, no matter whether it be 
the company employing them or some private corporation selling the insurance, 
and the fact that they accept insurance for which they have paid should have no 
more bearing upon their right to collect from the company for damages received than 
the acceptance of groceries upon the same terms. So long as the men are obliged to 
support the insurance they should lie protected in their right to the product of their 
investment, and the companies should not be allowed to exploit them in this way in 
order to save having to pay for damages wrongfully inflicted. The measure is a just 
one and should be made law, not only in IoMa, but in all the States where similar 
attempts are being made to compel railroad men to insure themselves against the 
ignorance or carelessness of others in the interest of the employing corporations.” 

“relief association contracts. 

“ This subject has attracted the attention of rail way employees to an unusual degree 
of late, and has been brought prominently to the attention of legislators by the 
numerous appeals on the part of railway employees for legislation which would more 
fairly protect their interests than that which now exists. 
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“Voluntary or so-called voluntary relief associations, practically or wholly con¬ 
trolled by the employing corporation, and in which their employees or seekers after 
employment are required to hold memliership or declare their willingness to do so, 
have always been distasteful to the employees. Aside from the natural resentment 
felt by the employee, the principal objection to these relief associations lies in thefact 
that the employee, upon becoming a member of the association, is required to sign a 
contract unuer which if he is injured while in the discharge of his duties and accepts 
the temporary financial relief provider! by the association, he relinquishes and 
releases all right to recover damages against the employing corporation through suit 
at law. On the one hand, it is held that the man in search of employment, and who 
has behind him the imperative duty of providing for those who are dependent uj>on 
his daily toil for sustenance, will not hesitate long about signifying his willingness to 
become a member of the relief association. 

“It is claimed that, the contract releasing the company from liability for damages 
in consideration of receiving benefits from the association is secured under duress; 
that it is against public policy; that it lacks the essential to all contracts—considera¬ 
tion; that it strikes dov\ n the voluntary right to contract, and that it lacks mutuality. 
On the other hand, all these claims are denied and it isclaiined that the contract isa 
purely voluntary one. It is said that the employee can elect for himself, in theevent 
of his receiving personal injury, whether he will relinquish his claim against the 
relief association or release his right to attempt to recover through apj>eal to the 
courts. Inasmuch as the employee can secure insurance against accident, and even 
against illness from many causes, without any conditions other than the payment of 
the premium, and that premium but slightly, if any, higher than that paid to the 
relief association, it can not lie said that the association is maintained through a spirit 
of pure magnanimity. It is established and maintained as a means of escaping legal 
liability for personal injuries to employees. 

“At the last session of the Iowa legislature an amendment to the laws of the State 
abrogating ami avoiding such contracts of release of liability was the occasion of the 
most earnest and spirited contest during the session, in the closing hours of the 
session the amendment was defeated in the senate, having been passed bv a very 
large majority of the bouse. It will undoubtedly be again introduced at the next 
session, and one, at least, of its strongest opponents in the last session has declared 
his intention of supporting it in the future.” (Editorial from the Railway Con¬ 
ductor for November, 1897, p. 753.) 

The following resolution was adopted by the State legislative board of railroad 
employees of Pennsylvania, at its meeting at Kunburv, Pa., April 27, 1900: 

“Whereas the relief associations now' unrated by the Baltimore and Ohio, Penn¬ 
sylvania, and Philadelphia and Reading railroad companies impose unfair condi¬ 
tions on the employes of said roads, inasmuch as the employees are required to pay 
the largest part of the money that, goes to make up the funds, but are denied the 
right of majority representation on the managing boards, and are required to release 
the companies from responsibility for injury before they can receive benefits from 
these funds which they themselves have furnished the greatest part of; and as 
membership in these associations is practically compulsory, it keeps employees out 
<>f labor organizations, as many of them find if difficult to pay the dues in both, and 
they are therefore denied the benefits and protection which labor organizations give 
them, and in consequence are left more to the. mercy of the companies; and as these 
roads branch out and absorb new lines, these unjust conditions are imposed upon the 
employees of Hie new lines taken in: Therefore be it 

“7iV«o/w/, That we condemn these associations, and assort that instead of their 
object being that of benevolence, as claimed by the companies, they are based upon 
iniquitous principles, controlled by arbitrary laws, and are in violation of the laws of 
Congress; and we earnestly ask Congress to investigate these associations and pass a 
law that will prevent their being further imposed upon railroad employees.” 

It may be said, as has been said before, that these' are only the utterances of the 
officers and leaders of the organizations, and they do not express the feeling of the 
employees toward these relief departments, and that the employees are perfectly 
satisfied. President Cowen, of the Baltimore and Ohio Railroad Company, said in 
his testimony before this commission: 

“I believe that the arrangement is not only a perfectly fair one, hut I think it is 
one which is approved by99 per cent of ourmen.” (Hearings before the Industrial 
Commission on transportation, p. 3(H>.) 

■la ant ^ that Mr. Cowen either did not know what he was talking alx>ut or 
tned to misrepresent matters to this commission. Which was the case. I am, of 
rS! l,r8 % H naWe ^ say. I had talked with many employees of the Baltimore and 
Ohio Railroad, and never heard one of them say that lie was satisfied with the relief 
department, hut after reading this statement of Mr. Cowen’s I concluded that it was 
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proper that this commission should be furnished with evidence coming directly from 
the employees; so, with the approval of Grand Master Morrissey, of the Brotherhood 
of Railroad Trainmen, I sent a copy of the following circular to each lodge of that 
organization located on the Baltimore and Ohio and Pennsylvania railroads: 

The Raleigh, 

Washington, D. C., February 10, 1900, 

To all Lodges of the Brotherhood of Railroad 'Trainmen on the Baltimore and Ohio and 

Pennsylvania Railroads. 

Dear Sirs and Brothers: The United States Industrial Commission is investi¬ 
gating the subject of “Railroad relief departments,” and as I have been requested 
by the commission to appear lief ore it in the near future and give testimony upon 
this and several other questions in which we are interested. I desire to be in a posi¬ 
tion to state to the commission exactly how the employees feel toward these associa¬ 
tions, and would respectfully ask you to furnish me, over the signatures of your master 
and secretary and under k>dge seal, answers to the questions submitted on attached 
blank. 

Kindly fill out this blank and return to me at Hotel Raleigh, Washington, D. C., 
in the inclosed envelope, at your earliest convenience. Care will l>e taken to pro¬ 
tect the officers signing this statement. 

Fraternally, yours, H. R. Fuller. 

Cleveland, Onio, February 11 , 1900 . 

Circulation of this letter with accompanying questions is approved. 

P. H. Morrissey, Grand Master B. R. T. 

Name of railroad system upon which your lodge is located? - 

Number of members of your lodge employed on said system? - 

(1) Is membership in the relief department considered by the employees to be 

voluntary or compulsory? - 

(2) Do men who seek employment receive it if they do not make application for 

membership in the relief department? - 

(3) Is the blank application for membership in the relief department handed to 

the new employee without solicitation on his part? - 

(4) Are the actions of the company’s representatives such as to make him believe 
that the filling out of this blank by him is necessary for him to secure employ¬ 
ment? — 

(5) Are employees who are already in the service and not members of the relief 

department coerced or intimidated into joining it? - 

(61 If so, in what way is this generally done? - 

(7) Is the amount deducted from the pay of the employees each month by the 

company considered by them to be a voluntary contribution on their part, or do they 
consider that they are required by the company to pay this amount to the relief 
department? - 

(8) Do you think membership in the relief department has a tendency to keep 

members out of labor organizations on account of their lieing unable to pay the dues 
in both? - 

(9) Are members of the relief department granted special privileges over those who 

are not members? - 

(10) Do the employees consider it fair that upon receiving benefits from the relief 

department they should be required to release the company from responsibility for 
injury? - 

(11) Do you agree with the opinion that the prime objects of the railroad compa¬ 

nies in operating relief departments are to deprive the employees of their right to 
recover for injury and to alienate their interests from our brotherhoods? - 

Location of lodge,-; date,-—, 1900; name of lodge,-; No. of 

lodge,-. 

[bhal.] -, Master. 

- j Secretary. 

The following table shows the result of the answers of the employees of the Penn 
sylvania Railroad to these questions: 
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The total number of lodges making replies to the questions was 46. They came 
from 36 cities and towns in 8 different States, and represent 4,031 members. 

According to the answers received to question 1. 96 per cent say that membership 
in the relief department is considered by the employees to be compulsory. 

In answer to question 2, 78 per cent say that men who seek employment do not 
receive it if they do not make application for membership in the relief department. 

In answer to question 3, 94 per cent say the blank application for membership in 
the relief department is handed to the new employee without solicitation on his part. 

In answer to question 4, 83 per cent say that the actions of the company’s repre¬ 
sentatives are such as to make him believe that the filling out of this blank by him 
is necessary to secure employment. 

In answer to question 5, 85 per cent say that employees who are already in the 
service and not members of the relief department are coerced or intimidated into 
joining it. 

The answers to question 6 show the numerous coercive tactics employed by the 
company to get the employees to join the relief department. Couple these to the 
statement made by a railroad manager to Prof. E. R. Johnson, “That he did not 
care whether it was compulsory to join the association or not, for the reason that the 
indirect pressure that the corporation could bring to bear would accomplish the same 
result,” and I think it clearly proves that the employees are required to join these 
associations against their will. (For statement of railroad manager here referred to, 
see Hearings before Industrial Commission on Transportation, p. 57.) 

In answer to question 7, 97 per cent say that the amount paid into the relief fund 
by the employees is not a voluntary contribution, but that they are required by the 
company to pay it. 

In answer to question 8, 100 per cent say that they think membership in the relief 
department has a tendency to keep members out of labor organizations on account of 
their being unable to pay the dues in both. 

In answer to question 9, 57 per cent say that members of the relief department are 
granted special privileges over those who are not members. 

In answer to question 10, 100 per cent say that they do not consider it fair that 
upon receiving benefits from the relief department they should be required to release 
the company from responsibility for injury. 

In answer to question 11, 92 per cent say that they agree with the opinion that the 
prime objects of railroad companies in operating reliei departments are to deprive 
the employees of the right to recover for injury and alienate their interests from our 
brotherhoods. 

The following table shows the result of the answers of the employees of the Balti¬ 
more and Ohio Railroad to the questions: 
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The total number of lodges making replies to the questions was 28. They came 
from 26 cities and towns in 7 different States and represent lj674 members. 

In answer to question 1,100 percent say that membership in the relief department 
is considered by the employees to be compulsory. 

In answer to question 2,100 per cent say that men who seek employment do not 
receive it if they do not make application for membership in the relief department. 

In answer to question 3, 100 per cent say the blank application for membership 
in the relief department is handed to the new employee without solicitation on his 
part. 

In answer to question 4,100 per cent say that the actions of the company’s repre¬ 
sentatives are such as to make nira believe that the filling out of this blank by him 
is necessary to secure employment. 

In answer to question 5,69 per cent say that the employees who are already in the 
service and not members of the relief department are coerced or intimidated into 
joining it. This low percentage may be accounted for by the fact that 24 per cent 
of the answers to this question say that all belong to the relief department; conse¬ 
quently there is no reason to coerce them. 

The answers to question 6 are similar to the answers given by the Pennsylvania 
employees to the same question, and, as I have before said, show the many ways the 
company goes about it to force the employees into the association. 

In answer to question 7,100 per cent say that the amount paid into the relief fund 
by the employees is not a voluntary contribution, but they are required by the com¬ 
pany to pay it. 

In answer to question 8,92 per cent say that they think membership in the relief 
department has a tendency to keep members out of labor organizations on account of 
their being unable to pay the dueH in both. 

In answer to question 9,33 per cent say that members of the relief department are 
granted special privileges over those who are not members. This low percentage 
may also be accounted for by the fact that 40 per cent of the answers to this question 
say that all belong to the relief department. 

In answer to question 10,100 per cent say that they do not consider it fair that 
upon receiving benefits from the relief department they should be required to release 
the company from responsibility for injury. 

In answer to question 11,100 percent say that they agree with the opinion that the 
prime objects of railroad companies in operating relief departments are to deprive 
the employees of the right to recover for injury and alienate their interests from our 
brotherhoods. 

In addition to the answers to these questions received from the lodges I have 
received numerous letters and papers, sent unsolicited by members of these relief 
departments, which are very unfavorable to the departments. The following are 
some of them. In order to fully protect the men who wrote these letters I withhold 
their names, but I have the original letters here with me and would like to have the 
commission look them over: 

“H. R. Fuller, 

“ Washington , D. C. 

“The relief department has made amendments to the by-laws without consulting 
the ones who pay to keep it up, and make laws in which we have no say whatever, 
and in the last lot of amendments adopted by them all of our members kicked against 
those changes, but they were made all the same and they were given to us after they 
were adopted by the officials. We had no vote in the matter and have no say what¬ 
ever what shall be the laws which govern us and what shall be done with the money 
we pay in, and we don’t know what becomes of it, only what they choose to put on 
paj)er and give us, and no information will be given us, as we have tried to find out 
sueh things the same as we do in our own lodge room. 

“ Yours, fraternally.” 

“Mr. II. R. Fuller, 

“ Washington, D. C. 

“ Dear Sir: Your letter of a few days ago was received and contents noted. The 
sheet was filled out and inclosed you for your consideration, etc., and hope 
that the matter will be taken up at the earliest possible moment to see what can De 
done. 

“ Of course you will understand you will have to treat our names as confidential, 
otherwise there will be consequences. 

“Fraternally, yours.” 
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“ Mr. H. R. Fuller, 

“ Legielative Representative , WathingUm, D. C. 

“ Dear Sib and Brother: Yonre of the 17th received and noted. Think yon will 
find blank 0. K. now. The Pennsylvania Railroad relief is in a way not compul¬ 
sory; men are employed without joining relief, but are almost forced to join after¬ 
wards. They are made to believe that if they are not members of relief they may 
expect to get released at any time. 

“Fraternally, yours, 

*‘H. R. Fuller, Esq. 

" Dear Sib and Brother: I think I can give you some information that will be 
of use to you, but if you make use of the same 1 would ask that my name be not 
mentioned. The Baltimore and Ohio relief has a clause in their regulations which 
says that after a member becomes 66 years old and is unable to work that he will be 
pensioned. My father has been in the employ of the Baltimore and Ohio for 48 
years and has a record of never having been suspended. He is now 71 years old and 
unable to work. He applied for a pension but as yet has not received it, and the 
excuse for not giving him the same is that there is not enough money in the pension 
feature to put any more on it, yet the relief has posters all around stating that they 
have money to lend employees on houses, etc. My father has been a member ever 
since it started. If this was some boss lie would have got it without much trouble. 
For what 1 pay in the relief I can get about three times the benefits in other organi¬ 
zations. 

“Yours, in B., S., and I. 

“ P. S.—Please destroy this communication.” 


1 [Cam(leu Lodge No. 257, Brotherhood of Railroad Trainmen, meets second and fourth Sundays at 
1 p. m.J 

“Camden, N. J., April 6 , 1900. 

“H. R. Fuller. 

“Dear Sib and Brother: Inclosed you will find copies of letters in regard to the 
voluntary relief fund of the Pennsylvania Railroad system. I have the original let¬ 
ters in my possession, but have promised not to divulge the names of supervisor or 
foreman. I think it would be well to have the copies typewritten, as my handwrit¬ 
ing is well known here, for I suppose you will use them m your work. Hoping for 
the full success of your enterprise, 

“I remain, fraternally, yours.” 

The following are the copies of the letters that were inclosed with the above 
letters- 

“Pennsylvania Railroad, West Jersey and Seashore Division, 

“ Woodbury, January SO , 1900. 

“8 -. 

“Deax Sir: I think by this time you have been able to judge if - will suit 

you in the gang. 

“Please get him to join the relief fund at once. If he will not, get another man 
that will. 

“Yours, truly, 

“-, Supervisor.” 


“ Pennsylvania Railroad, West Jersey and Seashore Division, 

“ Woodbury , N. /., March SO, 1900. 
"To all Tbrmm, Salem Branch and Bridgeton Branch; 

“ You will arrange to increase your force April 1, one (1) more laborer, making a 
total of three (3) laborers at 12 centt per hour. Condition of employment of this 
man is that he join the relief fund; also give their full names. 

"Yours, truly, „ , 

“-, Supervieor" 


Now, I ask you, Mr. Chairman, to compare the answers contained in these tables, 
also these few letters, to the statement of President Cowen that the relief depart¬ 
ment is approved by 99 per cent of the men. Is it reasonable to think that these 
employees approve an association which they are compelled or forced to join to hold 
their positions—an association which takes from them their legal rights because they 
draw Benefits from a fund that they themselves have created over 80 per cent of? I 
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would answer no. The manhood and independence oi these men rebel against such 
unjust conditions, and they are opposed to these associations rather than in favor of 
them. If Mr. Cowen had said that 99 percent of the men were opposed to these 
associations I think his statement would have come nearer being correct. 

A very small per cent of the roads operate relief associations; but they are slowly 
growing, and the huge lines which now operate them are leasing and buying in new 
branches. The relief departments are introduced on the newly acquired lines, and 
in this way are being extended year by year. Speaking theoretically, I believe, 
from a competitive standpoint, that the roads which operate relief departments have 
an advantage over those which do not, inasmuch as they reduce damage Buits, which 
must mean thousands of dollars to the companies each year. This was practically 
admitted by Mr. Cowen when he said that these associations had almost entirely 
done away with damage suits. To put all roads on the same level in this regard 
means that we must do one of two things—allow these departments to be extended 
to all roads, which would be to extend an evil which the employees would bitterly 
resist, or prohibit their further operation by the roads now having them. 

Section 10 of the act of Congress approved June 1,1898, forbids the making of 
membership in these associations a condition of employment. It also forbids the 
employer from requiring the employee to enter into these contracts releasing the 
employer from responsibility for injury; but this law is being openly violated and 
defied. In order to show to the commission how boldly these railroad companies 
do this, I will quote that part of the law applying to such oases and then quote some 
of the words used by these companies in defiance of it. The law reads: 

“That any employer subject to the provisions of this act, and any officer, agent, 
or receiver of such employer * * * who shall require any employee or any per¬ 
son seeking employment, as a condition of such employment to enter into a contract 
whereby such employee or applicant for employment shall agree to contribute to any 
fund for charitable, social, or beneficial purposes, to release such employer from 
legal liability for any personal injury by reason of any benefit received from such 
fund beyond the proportion of the benefit arising from tiie employer’s contribution 
to such fund, * * * is hereby declared to lie guilty of a misdemeanor, and, 
upon conviction thereof in any court of the United States of competent jurisdiction 
in the district in which such offence was committed, shall be punished for each 
offence by a fine of not less than one hundred dollars and not more than one thou¬ 
sand dollars.” 

Letter of President Huntington, of the Southern Pacific Railway, to the employees 
of that road on February 15,1900: 

“ * * * Applicants for employment after March 1,1900, must become mem¬ 
bers of the relief departments before entering the company’s service.” 

President Cowen, of the Baltimore and Ohio Railroad, when testifying before this 
commission, after having had this law read to him, said: 

“If it is sought by that act to change the agreement that is made between the 
railroad company and its employees, I should say that the act is invalid—that a 
party has a perfect right to make that agreement on his part, and the railroad com¬ 
pany has tho right to make that agreement. I should take that position unhesitat¬ 
ingly, eveniflthoughtthatactcoveredourdepartment. It is an enormous ad vantage 
to the employee.” 

He was then asked this question: 

“As a lawyer, would you not take the position'that the law should be complied 
with until declared unconstitutional?” 

To this he answered: 

“No; Iwouldnot. On the contrary, the only way yon are going to get a decision 
as to its constitutionality is not to comply with it." 

This convinces me that the law on this question Is inadequate, and that as long as 
these relief associations are allowed to exist, just so long will these companies take 
unfair advantages of the employees; and I think the only effective remedy is to leg¬ 
islate these associations out of existence by prohibiting railroad companies from 
operating them. I would, however, require the railroad companies to still carry the 
insurance of those employees that they nave forced into the associations and have 
become so crippled or grown so old that no other insurance company will insure 
them. 

Organization) of employer*.—The objects sought by these organizations are to better 
the conditions of their members by securing better pay, shorter hours, and in a gen¬ 
eral way bettering the conditions of employment. This is done through committees 
representing the employees and the managements. They have also been instrumental 
in securing the paskige of laws by Congress and the State legislatures which have 
been of considerable benefit to the employees. They also seek to raise the moral 
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standard of the employees, and in this, as well as in the other objects sought, they 
have been to a great degree successful. The control of these organizations over their 
members is such that they generally live up to the laws and are governed by the will 
of a lawful majority on all questions. The employees who are not members of these 
organizations receive most of the l>enefita that are procured through the organiza¬ 
tions, the only exception being that when they are wrongfully suspended or dis¬ 
charged they do not have the organizations to assist them. It would take many 
volumes to tell all the good that has been accomplished by these organizations. The 
proportion of the employees of the departments represented by these organizations 
who belong to the organizations varies some. On some roads nearly 100 per cent 
belong, wlnle on others it is as low as 75 per cent. 

Disputes and differences between employers and employees—The usual subjects of dis¬ 
pute are increases and reductions in wages and conditions of employment. There 
are also many disputes over men being suspended and dismissed from the service 
wrongfully. Of late years strikes have not occurred very often on railroads. This 
is due to the fact that the employees are well organized and the officers of the roads 
give more consideration to their complaints. These organizations do not strike until 
all honorable means have been exhausted to settle the difficulty otherwise. Strikes 
are conducted in a peaceful and law-abiding manner, the leaders always counseling 
against violence. The effects of strikes, if resorted to for good causes, are beneficial 
to the employees, even if they are not the victors, for it demonstrates to the employers 
thnt the men will resist injustice when it is imposed upon them. 

Difference between strikes and boycotts .—The difference between a strike and a boycott 
is, that in a strike the employees withdraw from the service of the employer; and a 
boycott is to injure the employer’s business by inducing others not to patronize his 
business. 

Conciliation , mediation , and arbitration.—1 am a firm believer in conciliation, media¬ 
tion, and arbitration. The employees generally seek these means of settlement of 
disputes, but the employers as a rule do not want to submit questions to arbitration. 
They generally meet the proposition with the answer that they have nothing to 
arbitrate; or, if it is a question of an increase in wages, they say that this is a ques¬ 
tion that they can not afford to submit to outsiders for settlement; and if it is a 
question of some wrong being imposed upon the employees by the management, they 
will say that it is a question of management, and they can not afford to let outsiders 
say how they shall manage their road. They do not want to arbitrate, and these 
excuses are given rather than openly say that they are not in favor of arbitration. 

Imws and judicial decisions to repress strikes .—The interstate commerce and antitrust 
laws have the effect of more or less repressing strikes. Whether these laws were so 
designed, or whether it is the construction put upon them by the courts, I am unable 
to say. 

I have this to say, however, that our experience in the last few years with the 
three different departments of our Government has proven to us that the legislative 
and executive branches have been inclined to deal fairly with us, while the judicial 
branch lias been inclined to oppress us. The result of this has been to create among 
the working class of people a feeling of distrust and a lack of confidence in our 
courts. 

Transportation of United States mail and its effects on strikes— The transportation of 
United States mail is a matter that figures very prominently in strikes upon rail¬ 
roads. The companies are quick'to take advantage of the fact that any stoppage of 
the mail means that the influences and forces of the United States Government are 
brought into action to again start the mails to moving. In many instances striking 
employees have agreed to work and transport the mails themselves, providing cars 
which did not contain United States mail were not put in the same train. The com¬ 
panies would not agree to this and would allow the mail to be delayed for days, 
where it could have been taken through with very little or no delay, all for the pur¬ 
pose of getting the support of the United States authorities and prejudicing the 
public mind against the strikers. I am not in favor of force; wherever it is resorted 
to by strikers or others it should be put down; but I believe that men should not be 
punished for interfering with the United States mails when they do not interfere 
with them. I believe that when it is clearly shown to the United States authorities 
that the mails can be moved without delay the Government should require the com¬ 
panies to do so, and not allow them to be delayed for the sole purpose of getting 
other cars through with them and to prejudice the public mind. If the public 
would stop long enough to look into the Question they would put the blame where 
it belongs; but they do not do this, and tne strikers have to stand all the blame. I 
have heard of cases where the mail that should have gone in one car was divided up 
and a sack or two put on each of several trains solely for the purposes I have just 
mentioned. 
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Compulsory arbitration.—Tfhi]e I am a firm believer in arbitration, I do not think 
compulsory arbitration is a safe thing for the workingmen. If arbitration was com¬ 
pulsory, it would only be a matter ol time until courts would be made arbitrators, 
and their decisions would be more or less the result of corporation influence, as is 
now the case so many times. To make arbitration compulsory would in effect 
destroy the thirteenth amendment to the Constitution of the United States, which is 
the greatest safeguard the working people have. I think the only arbitration that 
should ire had is that which is mutually agreed upon by both sides to the controversy. 

Use of intoxicants by railway employees.— There was a time when intoxicating liquors 
were used by railway employees to an extent that endangered their own lives and 
the lives of the public, but I'am glad to say this is not the case now. This reform 
has been brought about, I might say, by these organizatidns. It is true that many 
companies have very stringent rules against drinking, but they have not had the 
effect that these organizations have. It would be hard to find a railroad official who 
has had any dealings with these organizations who would not say that the organiza¬ 
tions should be given a great amount of credit for what they have done toward rais¬ 
ing the moral standard of the employees. 

Effect of rate wars upon railway wages.—1 can not give you any positive evidence of 
where rate wars have directly affected wages, but there is no question but what wages 
are more or less dependent upon the revenues received for the transportation of 
freight and passengers. One of the great arguments used by railroad companies 
against increases in wages is low freight rates. The employees dislike to see the 
earning capacity of the roads diminished; but, on the other hand, they like to see the 
roads prosperous and making money, because it gives them an opportunity to ask 
for better wages and shorter hours without any fear of being met with the argument 
that the revenues will not i>ermit the granting’of these requests. 

Effect of ticket brokerage upon railway viages.—The same arguments that I have used 
against rate wars are equally as applicable to the question of ticket brokerage. There 
is no doubt in my mind hut what the scalping business has taken many dollars out 
of the earnings of the roads. Speaking m a general way, the scalping business is 
based and built upon deception, fraud, and forgery, and it should be prohibited by 
law. That class of employees which has the greatest grievance against the scalping 
business is our passenger conductors. The extra amount of work necessarily put 
upon passenger conductors by the companies, in order to protect themselves from 
the scalper, together with the many unpleasant duties they are required to perform 
in order to carry out the rules and protect themselves, have made that position a 
very disagreeable one. 

I have here a few samples of tickets and mileage books that we use, and I will 
endeavor to explain to you just how they are to be treated by conductors, when pre¬ 
sented for transportation, and the extra precautions that they are required to take to 
assure themselves that they have not been manipulated by the scalpers. 

Effect of watering stock on railway wages.—If stock is watered the difficulty in pay¬ 
ing dividends on all the stock becomes greater, and this, I believe, has a tendency to 
affect wages. 

Effect of railway consolidations upon railway employment and wages. —The effect of 
railway consolidations has in some cases been detrimental to employees, while in 
others it has been beneficial. 

In cases where the wages and conditions of employment are unfavorable on the 
absorbing lines, the employees of the lines absorbed are required to submit to these 
unfavorable conditions. Particularly is this so in regard to relief associations, as the 
lines operating them generally extend them to the newly acquired roads. 

I” rases where the wages and conditions of employment are more favorable on 
the absorbing lines, the employees of the lines absorbed generally share in these good 
conditions. I have known of many cases where small branch lines have been 
idisorbed and the employees thereof were benefited to a great degree by the consoli¬ 
dation, for the reason that the wages and conditions on the absorbing lines were bet¬ 
ter than on the small lines. I believe, however, that much of this difference is due 
to the tact that the employees on the large lines are well organized and have brought 
about these good conditions, while the employees on the small lines were not organ- 
iz«l and did not have the Same opportunities for bettering their conditions, 
(Testimony dosed.) 
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Washington, D. C., June 14,1900. 

TESTIMOHY OF XB. X. B. BACOH, 

Freight Manager of the Michigan Alkali Company. 

The commission met at 2 n. m., Mr. A. L. Harris presiding. At that time Mr. 
M. K. Bacon, ofWyandotte, Mich., freight manager of the Michigan Alkali Company, 
was introduced as a witness, and, beingduly sworn, testified as follows: 

Q. (By Mr. Kennedy.) Please state your name, post-office address, and occupa¬ 
tion.—A. M. R. Bacon; post-office address, Wyandotte, Mich.; manufacturing busi¬ 
ness. 

Q. (By Mr. Farquhar.) You said manufacturing business; what is your relation¬ 
ship to this company?—A. I manage the freight matters. 

Q. You manage the freight matters for this company?—A. Yes. 

Q. (By Mr. Kennedy.) Have you a paper which you desire to read to the com¬ 
mission?—A. I have. 

Q. You may read your paper. 

i Tho witness read his paper, as follows:) 

'he Michigan Alkali Company was established by Capt. John B. Ford, “the 
father of the Plato Glass Industry in America," and founder of the Pittsburg Plate 
Glass Company (but not of the trust). It is strictly a family affair, a family corpo¬ 
ration consisting of himself, his 1 surviving son, and 3 grandsons, and 6 grand¬ 
daughters, no one outside of the family owning a dollar’s worth of stock. 

The manufacture of our principal products is based on salt, of which we have a 
Btratum averaging over 300 feet in thickness, underlying our property. Labor enters 
largely into the cost of manufacture. We employ about 2,000 men, and, counting 
the raw material, which exceeds 1,500 tons daily, it would be safe to say that over 
80 per cent of tho cost would be for labor. We pay good wages to the laborer, the 
common laborer at our quarry getting $1.60 per day, and we pay all employees in 
cash at regular intervals. We consume daily 700 tons of coal, 100 tons of coke, and 
700 tons ot limestone, and, during the year, many hundred tons of ammonia; and 
send forward, every day in the year, 500 tons of finished products, consisting of car¬ 
bonate of soda, commonly known as soda ash, bicarbonate of soda, caustic soda, and 
600 barrels of Portland cement. 

The soda ash is what is known as light or soap makers’ ash and dense or glass 
makers’ ash, the average test of each being above 58 per cent pure alkali, and is 
shipped in bulk, bags, and barrels—light ash in bags of 200 pounds each, dense ash 
in bags of 400 pounds each, light ash in barrels of 300 pounds each, and dense ash in 
barrels of 570 pounds each. 

Bicarbonate of soda is the baking soda of commerce, and is shipped in bags, kegs, 
and barrels, tho barrels weighing 420 pounds each, including barrel. 

Caustic soda, for soap makers, refiners of oils, etc., is shipped in sheet-steel drums 
of 750 pounds each. 

Portland cement is shipped in barrels of 400 pounds each, or bags of 100 pounds 
each. 

We ship in carload lots, and to the full capacity of the cars, and our products are 
pretty well distributed over the Unite4 States, except to some parts of the West and 
South, where the freights are against us. 

It is in regard to freight matters that I would make a short statement, basing my 
conclusions on our own experience in shipping our products—heavy freight. 

Our incoming and outgoing freights amount to over 2,000 tons daily, so you will 
see that freight matters are quite an item to us. 

Our barrel goods take barrels about the size of a flour barrel, and the drum of 
caustic soda is about the shape of the barrel, and takes up tho same space in the car. 

To show you the relative size and weight of our packages, we will use for illustra- 
tration a barrel of flour, which (including barrel) weighs 212 pounds—though flour 
in the market is a much more valuable product; and we will take 15 tons as a mini¬ 
mum carload: 

A barrel ol flour weighs 212 pounds; a 15-ton car would contain 143 barrels. 

A barrel of dense ash weighs 570 pounds; a 15-ton car would contain 52 barrels. 

A barrel of light ash weighs 800 pounds; a 15-ton car would contain 100 barrels. 

A barrel of bicarbonate weighs 420 pounds; a 15-ton car would contain 70 barrels. 
A barrel of cement weighs 400 pounds; a 15-ton car would contain 75 barrels. 

A drum of caustic weighs 750 pounds: a 15-too osr would contain 40 drums. 

You can readily seo that our products must not be considered or classed with light 
freight that takes up space in the cars, without the weight, to make even the mini- 
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mum carload of 15 tons, when loaded to the full capacity of the car, nor should it be 
classed with bulky, unwieldy freight that would take several men to handle in load¬ 
ing and unloading. Oiir goods are compact, put up in packages that are easily 
handled, and every car is loaded to its full capacity, and, as a rule, we send forward 
our shipments in carloads of 20 to 30 tons each. 

Yet the railroads charge us at the rate of $1.09 to take a barrel of ash to Boston, 
when shipping in carload lots, or $1.42j for a drum of caustic, while they will take a 
Ixirrel of flour to the same place for 37 cents (based on 1899 rate). We under¬ 
stand, of course, that flour is a staple article and should be favored in making freight 
rates, hut that favor should not be carried to extremes. 

For the better comparing, I will tabulate the freight, carload lots, to a few of our 
principal shipping points on a barrel of flour and four of our products, from 
Wyandotte, to wit: 


To- 


Boston. 

New York ... 
Philadelphia 
Baltimore... 
Richmond... 
Chattanooga 

Atlanta.. 

New Orleans. 
Memphis.... 


Barrel 
dense ash. 

Barrel 
light ash. 

Barrel bi¬ 
carbonate. 

Drum 

caustic. 

Barrel 

flour. 

Cent*. 

Cent*. 

Cent*. 

Cent*. 

Cent*. 

109.3 

57 

79.8 

142.5 

37.1 

91.2 

48 

07.2 

120 

32.8 

79.8 

42 

58.8 

106 

23.6 

74.1 

39 

54.6 

97.5 

27.fi 

94 

49.6 

69.3 

123.7 

26.5 

159. G 

8-1 

205.8 

285 


205.2 

108 

200 

405 


188.1 

98 

138.6 

247.5 


102.6 

54 

75.6 

136 



For the purpose of making comparisons, let us see what the freight on our products 
would lx) per car, taking a minimum carload of 15 tons, and also see what the freight 
would he on an average train of 30 cars, supposing we shipped a train load to these 
same points, also giving the approximate number of miles from Wyandotte that the 
car would travel, to wit: 


To— 

Miles. 

Product. 

Railroad 

charges, 

carload. 

Railroad 
charges, 
train of 80 
cars. 

Rate per 
100 

pounds. 




$57.00 

$1,710 

1,440 

1,260 

1,170 

1,485 

4,410 

5,850 

2,970 

2,070 

Cent*. 
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49.50 

161 

49 


578 


147.00 


716 



65 


1,000 

700 



33 



69.00 

23 




There must be something wrong with a system of freight making, of freight classi¬ 
fication, that would produce such figures as these. Why should it cost $195 to haul 
a carload from Wyandotte to Atlanta, a distance of 710 miles, when you can take the 
same carload from Wyandotte to New York, about 700 miles, for $48? Why should 
it cost $4,410 to haul a train load from Wyandotte to Chattanooga—578 miles—when 
you can take the same train load 656 miles, to Philadelphia, for $1,260? Why 
should the rate be 23 cents to Memphis and only 16 cents to New York, the distance 
from Wyandotte to either place being about the same—700 miles? 

There is something wrong with a freight classification that puts bulk, keg, bag, and 
barrel goods in the same classification as paper-package goods, as is the case in classi 
fying all bicarbonate soda, putting it in toe fiftn class. 

There is something wrong in a system of freight classification that makes the freight 
from Wyandotte to Chattanooga, Tenn., 28 cents per 100 pounds on soda ash, ana 38 
cents per 100 on caustic soda, a difference of 10 cents per 100 pounds, when all of our 
shipping points north of the Ohio River put these two products in one and the same 
class—the sixth class. 

There is something wrong with a system of freight classification that makes a rate 
of 36 cents on soda ash, ancf 54 cents on caustic soda, a difference of 18 cents per 100, 
from Wyandotte to Atlanta. 

Thete is something wrong witli a system of freight classification that permits the 
different traffic associations to make the classifications of the same products different 
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in the different associations. One classification of the same products should hold 
good in each and every other traffic-association territory into or through which it 
may pass. 

One classification of the same product should be sufficient and that classification 
should be the same on that product all over the United States. 

There is something wrong with a system of freight classification that permits the 
traffic associations to raise the freight rates at pleasure at any time during the year. 
This puts the manufacturer ail at sea in making contracts, wnen he has no assurance 
that the rates on which the contract is based may not be raised at any time during 
the life of the contract. As witness the freight rates on our products from Wyan¬ 
dotte, Mich., to Richmond, Va., within the year 1899 raised from 13 cents per 100 
(same rate as Baltimore) tc 24 cents per 100, then changed to 16$ cents per 100; 
then, on January 1, 1900, liack to 13 (tents per 100; then, on January 23 (less than a 
month) again raised to 16$ cents per 100. 

Can it be contended that such a vacillating policy is right? Doesn’t justice to 
both the manufacturer and consumer demand that there should be some stability in 
making and maintaining reasonable freight rates? 

There must !>e something wrong in a system of freight classification that permits 
not only an excessive but a prohibitive freight rate to Southern seaboard cities and 
cities contiguous thereto or within a few hundred miles where ocean freights come 
into competition. As witness the freight rate of 30 cents per 100 on soda ash, 54 
cents per 100 on caustic soda, and 05 cents on bicarbonate soda from Wyandotte, 
Mich., to Atlanta, Ga., where English products can be delivered via Savannah at a 
much lower rate. And witness further a rate of 23 cents per 100 from Wyandotte 
to Memphis, and a rate of 33 cents per 100 from Wyandotte to New Orleans, while 
the same goods are laid down in New Orleans from Liverpool, England, with a 
freight rate of only 10.7 cents per 100 Why is it that we can meet the English 
competition of the Eastern seaboard cities and points contiguous thereto and not in 
Southern cities? It is all owing to a system of classification by traffic associations 
that permits such prohibitive freight-rate making. 

Where there is a wrong, there should be a remedy. That remedy must come 
through legislation—through Congress. 

There should lie but one traffic association in the United States; that traffic associ¬ 
ation, under the supervision of the Interstate Commerce Commission, should make 
all the freight schedules. 

There should be no Central Traffic Association. There should lx*, no Western Traffic 
Association. There should be no Southern Traffic Association. One traffic association 
is enough. Let one traffic association make the freight rates, and then we will know 
what those rates are. As it is, we are all at sea. We start our goods under one 
classification. They may pass through one or two other traffic association’s terri¬ 
tory, and finally arrive in another, taking a different classification through each dif¬ 
ferent traffic association’s territory which it may pass or enter. The different traffic 
associations now have different rates. Compare the Central Traffic Association rates 
with those of the Western. Then compare those two with the Southern Traffic 
Association. Go west of the Mississippi River or south of the Ohio River, and you 
are all at sea when comparing their classifications with those of the Central Traffic 
Association schedules. 

Take our products—caustic soda, soda ash, and bicarbonate—for illustration. They 
each take the same classification to Boston, New York, Philadelphia, Chicago, ana 
to all the principal points north of the Ohio River and east of the Mississippi, but 
cross either of the rivers, and you will find a different classification for each product— 
a general “mix up.” 

The recent raise ill freight rates on some products is an outrage on both the manu¬ 
facturer and consumer. 

I believe 1892 was considered “flush times” with the railroads of this country. 
Then came a time of depression in all kinds of business, but the railroads did not 
put down their rates during these hard times, and the rates considered high enough 
for the flush times of 1892, and which have been prevailing ever since up to the end 
of 1899, should lie high enough for 1900. They claim the cost of equipment has 
been increased, but that increase is offset by the decreased cost of operation, which 
has been reduced to a minimum. 

The reports of the railroads show that their earnings have increased, while the 
cost of operating the roads has decreased, and these same reports show that the rail¬ 
roads made good dividends with the rates existing in 1899, and there was no good 
reason to raise the rates on January 1,1900. But they say they must share in the 
prosperity of the country. They did and would share in the general prosperity 
under the old rates, as shown by the increased business that exceeds the capacity 
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and equipment of the road, eo much so that they have been troubled to take care of 
and move the business that has come to them from the general prosperity of the 
country. 

Prosperity is not stimulated or advanced by raising freight rates, but by the accu¬ 
mulating and increased volume of business. 

The people and the factories of the United States gave the railroads business when 
business was stagnant—all through the hard times—when there was scarcely a margin 
for profits. Now that they have a possible chance to make good their losses, they 
are asked to share their profits with the railroads by paying increased freight rates. 

Freight traffic should be so adjusted that the rates would have a tendency to build 
up the country and encourage manufactories and help the people generally along the 
routes traversed by or contiguous to the different railroads of the country. 

All manufactories must have raw material, and for diversified industries you sel¬ 
dom, if ever, find all the raw material in one locality. You must depend on the 
railroads to bring the different materials together. Everything depends on reason¬ 
able freight rates. In localities where freights are excessive, you will find no big 
factories. 

Take the South, for illustration, with its great natural resources. It should be 
the home of the biggest manufacturing plants in the world. Let the railroads give 
that country reasonable freight rates, then watch the country prosper. Then see 
the diversified industries that will gather there. Then note the increased business of 
the railroads from every point of the compass to hergrowing manufacturing centers. 
I can see no effort or disposition on the part of the railroads to bring this about. It 
can only come from a reasonable and just classification of freight rates, by one traffic 
association, under the supervision of the Interstate Commerce Commission, which 
must be given power to enforcu its mandates. 

The transportation problem is one of the biggest problems now confronting the 
Ameriian people, and it is growing in magnitude daily, and the quicker Congress 
grapples with it the better for the people and the better for the railroads themselves. 

There was no good reason for the recent raise in freight rates. Tile dividends 
earned bv the railroads in 1898 were greater than were ever earned in the history 
of any country. So 1898 must have been an exceedingly prosperous year for the 
railroads. Yet we find that for tile year ending June 30, 1899, the gross earnings 
exceeded the previous fiscal year by $59,927,186, the total gross earnings being 
$1,307,258,484. When you consider that it is estimated by tho railroads themselves 
that more than 80 |>er cent of any line’s income is derived from freights, you will 
readily conclude that there was no necessity for the railroads to raise their freight 
rates this year. 

While on this subject of freight matters, it may not be out of order to give you a 
few words in regard to the freight on onr fuel supply. To hum our700tonsof lime¬ 
stone daily we must bum 100 tons of coke. To keep our machinery running, we mnst 
burn 700 tons of coal each and every day throughout the year. The freight rate on our 
coke has been raised 55 cents per ton above last year’s rate. This is $55 per day on 
our 100 tons daily supply, or, in other words, wo will have to pay $20,075 more 
freight on coke, alone, this year than we did last year or any previous year. What 
do you think of that? An advance of $20,075 on one year’s supply of coke alone. 

In answer to our protest on this raise, the Norfolk and Western Railroad says: 
“The advance in our rates over last year’s is 56 cents. I do not know what has 
been the advance in the oven price of coke to the Alkali Company, but I venture 
to say that it is nearly, if not quite, three times 55 cents. It would seem, therefore, 
that the complaint is more appropriate to the coke people than to the railroad 
company.’’ 

I suppose that this answer is based on the theory that if you find a man that has 
been robbed of everything but his clothes, you must pitch in and take the clothing. 

We have also heard that the freight rates on coal would tie raised. In this con¬ 
nection I want to call your attention to a statement of Mr. A. L. Fuller, of the 
Anthracite Coal Operators’ Association, to wit: 

“Railroads do not sign written agreements when they enter into a pool to control 
a certain product, but there ib an agreement between the roads of the anthracite 
coal district of Pennsylvania that is just as binding as any agreement ever written. 
They are combined hot only to control the rates on coal, but also to control the 
price of coal, and they will permit only a certain amount to be hauled at any rate, 
in order to keep the supply down and the price up. 

“There has never been a time in thehistory of the trade, no matter how great the 
demand, when the mines were allowed to produce all they could. The roads do not 
tell us that they can not furnish the cars—they simply say they will not; and if one 
appealed to the law he would he involved in litigation that would last a lifetime.’’ 
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We put in a protest to the traffic association that met in New York City on Janu¬ 
ary 22 against the raise in freight rates on our different products. To this pro¬ 
test we received answers from the chairman of the Central Freight Association and 
the chairman of the Official Traffic Association. Entirely different answers were 
made, and, as neither touched a single point in our protest, we are forced to the con¬ 
clusion that but very little attention is given to the protests of shippers; but the 
Central Freight Association admits, in its answer, that no one of the traffic associa¬ 
tions knows the reason of the rates of any of the other traffic associations. 

Where there is so much smoke there must be some tire. Something must be 
wrong somewhere. The railroads must be at fault. 

In the traffic association is where a great deal of the trouble lies. Somethingmust 
be done to remedy the wrong. I realize that no person should criticise openly 
unless he is able to suggest a remedy, and that that remedy should be open to criti¬ 
cism. My suggestion is this: 

There should be but one freight or traffic association, and that association should 
be under the control of the Interstate Commerce Commission, with power given the 
commission to enforce its mandates. That association should be composed of 6 rail¬ 
road men and 'J business men, representing business independent of the railroads. 
The G railroad men should be practical railroad men, selected or suggested by the 
railroads themselves and appointed by the Interstate Commerce Commission—one 
from the Atlantic coast, one from the Pacific coast, one from the Gulf coast, one 
from the Great Lakes section, and one from the middle interior; the salaries, if 
feasible, to be paid by the railroads; and the other 0 members should be appointed 
by the Interstate Commerce Commission and paid by the Government, and should 
represent the G classifications of freight, and be appointed from shippers represented 
by the class of freight which each represents (or of which class of freight he handles 
the greater quantity); that is to say, there should be a member representing the first 
class to l m 3 appointed from shippers of freight taking that rating or classification; 
then a member representing the second class, the third class, the fourth class, the 
fifth class, and the sixth class, each to be chosen from shippers of freight taking the 
rate or classification which he is to represent, these 12 members to hold quarterly 
or monthly meetings to fix rates, ete., all rates to be promulgated by the 1st day of 
October in each and every year, and to take effect and be in operation for one year 
(unless lowered) from the 1st day of January following; and no raise in rates shall 
take effect during the year. 

The Cuilom hill is all right in some particulars, but, in my opinion, it does not 
wholly cover the ground that should be covered by national legislation at this time. 
The bill introduced by the Hon. Henry C. Smith, of Michigan, is all right as far as 
it goes, but does not go far enough. 

I recognize the value of the railroads to this country, and would not do them an 
injustice. I also recognize the right of the people, and would see justice done them. 

The railroads are public carriers. They must depend upon the people for their 
business. When the people prosper, the’ business of the railroads is increased, and 
they prosper. When freight rates are advanced and made to pay all the product 
will bear, or more, it strikes directly at the people, the consumers, and swells the 
prosperity of the railroads many hundred per cent at the expense of the people. 

The increased business of the country is sufficient compensation to the railroads 
without raising the freight rates. For proof of this assertion, you have simply to 
refer to the reports of the railroads themselves for the years 1898 and 1899. 

The railroads can condemn, take private property, and build wheresoever they 
will; they can go through your yard, through your farm, tear down your house. 
They are granted public franchises. They carry the Government mails. Their 
property is protected by the laws of the country. Then is it any more than right to 
ask that all traffic rates should be under the supervision of their protectors, the 
United States Government? 

The reason given by the railroads for the existence of so many or different freight 
or traffic associations is that the Eastern railroads do not know the conditions with 
which the Western roads have to contend in fixing classifications and freight rates; 
that the Northern railroads do not know the conditions prevailing, and which must be 
considered by the railroads of the South; that the East, the West, the North, the South 
do not know the conditions of the middle interior, and vice versa. Hence they con¬ 
tend that the different freight or traffic associations are necessary. It is to overcome 
these objections, or to meet these reasons, rather, that I would select railroad men 
from the different parts of the country, as heretofore suggested. This would be treat¬ 
ing the railroads with fairness, while the business men, independent of the railroads, 
selected from shippers distributed over the country, representing the six different 
freight classifications, would be fair to the shipping interests of the country. This 
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may look like a rather large snbcommissionoraseoeiation, bat, on the other lnmdr look 
at the number of men required by the railroads to do this same work. It-would 
require more work than the Interstate Commerce Commission could attend to, and 
as millions, yes, hillions, of dollars are involved, in which the people are interested, 
this subcommissiou or association should be large enough to do the work right; and 
while it should be under the supervision of the Interstate Commerce Commission, 
that commission of itself, for want of numbers, would be unable to do the necessary 
work thoroughly and systematically. 

Vice-President Clough, of the Great Northern Railroad, makes the statement that 
heisopposed to the pendingamendments to the interstate-commerce law, because they 
give judicial pow er to the Interstate Commerce Commission and make its decisions 
final. He says that it would be impossible for the commission to establish rates and 
classifications of freights in all parts of the country without knowing the local con¬ 
ditions and requirements that bear upn the question. If Congress can delegate 
power to a commission to levy and collect taxes and regulate other matters in the 
new possessions, it surely could delegate the supervision of freight classifications and 
rates to a commission—the Interstate Commerce Commission. 

There should be an increase in the President’s family—I mean his political house¬ 
hold—to the extent of creating two new departments, at least, in his Cabinet. There 
should be a department of transportation and a department of manufactures. The 
business interests of the country warrant it, and present conditions demand that more 
attention bo paid to these matters. 

Now, while we are teaching statesmanship to our swarthy neighbors of the Antilles, 
or establishing a habitation for the Goddess of Liberty in the Sandwich Islands, or 
wrapping the American flag around the dusky inhabitants of Samoa, or giving "up- 
to-date” civilization to the island of Guam, or while chasing that little brown man 
of the Luzon, or while serenely watching the eventual destruction of that small 
cradle of liberty in South Africa by overwhelming numbers, where the wild Boer 
has proven himself the equal of the British lion, man for man; while contemplating 
all these things let us not forget that wo have matters—big problems—that demand 
our attention right here at home, and that the freight transportation problem is one 
of them, and should have serious consideration by our national legislators. And 
due consideration should be given to the schemes for ship canals from the Mississippi 
to the Great Lakes, and from the Great Lakes to the Hudson, with a view to helping 
to solve the inland transportation problem. 

Then there is the trust problem, which you have been considering. Then there 
may he another problem—a railroad trust—confronting us. As to whether a combi¬ 
nation is right, depends upon the object for which it is organized. No combination 
is right that would curtail the reasonable wages now paid for labor or that would lie 
detrimental to the people. No combination is right that is organized to increase 
the cost of the necessaries of life or against the business interests of the country. No 
combination is right that would limit the resources of the country or that would 
have a tendency to stagnate the growth and improvement of the country. No com¬ 
bination is right that has for its object the annihilation of reasonable competition in 
any branch of business. 

A railroad trust might mean all these and more too, and should have due 
consideration. 

I take the following extracts from an interesting two-column article in the New 
York Commercial Advertiser, of date March 12, 1900, under the headlines: 

MIGHTY POOI, OF RAILWAYS—COAL TRADE IN ITS GRASP, ETC. 

* * * The impression has gone out that the reduction in freight rates made last 
Saturday by the Eastern Trunk lane railroads, because of the uprising against the 
heavy advances made January 1, will very greatly lessen the anticipated profits of 
the railroads. Such, however, is not the case. Most of these reductions cover less 
than carload lots and do not greatly affect the great bulk of tonnage., Furthermore, 
the effect of the 15 per cent cut on third-class practically amounts to the restoration 
of these rates in a few cases to the basis prevailing before January 1, and is, in reality, 
only a sop to small shippers. 

The situation is but little changed in regard to the enomiouB profits of railroads 
under the new classification. 

ProJUt eetmaUd .—The increased profits in coal, as a result of the advances in trans¬ 
portation rates, some already announced in certain parts, and others to be named on 
April 1, will increase the revenues of the railroads upward of $16,484,314 in this one 
industry alone. But the aim has been to take in other large products, and a careful 
computation of the increased profits that will accrue to the railroads gives a net gain 
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of more than $31,000,000 annually for nine of the leading trunk lines. The railroads, 
for which statistics are here given, are the New York Central, Pennsylvania, Erie, 
Delaware, Lackawanna and Western, Lehigi. Valley, New Jersey Central, Reading, 
Baltimore and Ohio, and Delaware and Hudson. In each case the data is for the 
last fiscal year, with the exception of the New Jersey Central, in which the figures 
of 1898 are used as a basis for computing the increase. Following are the tabulated 
exhibits: 


PROFITS ON COAL AND COKE. 

Table 1. —Jncreaml profits of $16,484,000 on coni and coke and more than $16,000,000 
on other freight as result of advances in rates. 



Coftl and 
coke (aver¬ 
age advance 
15 cents a 
ton). 

Other freight 
(average 
advance 10 
cento a ton). 

Total freight 
and extra 
profits. 


Tons. 

Tons. 

Tons. 


32,218,450 
J1,3G3,G40 
7,278,218 
13,067,636 
5,085,718 
13,735,316 
13,712,273 
6,767,170 

68,483,587 

13,553,304 

6,330,297 

8,467,046 

7,874,200 

11,385,928 

11,341,905 

4,373,936 

100;70M37 

Erie. 


Pil 608! 507 







25', 057| 178 
11,141,106 




ADDITIONAL PROFITS. 



3999,243 
4,832,467 
1,704,616 
1,091,731 
1,960,130 
762,867 
2,060,297 
1,056,838 
1,015,106 

$1,870,152 
6,818,358 

$2,869,395 





633,029 
846,704 
787,420 
1,138,692 
1,134,490 

1,624,760 

2,806,831 

1,550,217 

3.198,889 

3,191,328 










ON MANUFACTURED GOODS. 


Table 2. —Additional profits in transjmtation of manufactured goods and merchandise. 



Manufac¬ 
tures (aver¬ 
age advance 
26 cento a 
ton). 

Merchandise 
(average 
advance 25 
cento a ton). 

Total ton¬ 
nage (two 
classes). 


Tons. 

Tons. 

Tons. 


3,689,062 
910,771 
1,461,239 
! 1,269,079 

1,087,136 

766,816 

1,926,219 

162,756 







1,831,835 



ADDITIONAL PROFITS. 



$443,836 

$622,730 

$1,064,066 



366,309 
817,269 ; 
227,667 

481|564 





188! 954 
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MILLIONS MORE IN DIVIDENDS. 

Table 3 .—How the increased profits will be equal to more than 3 per cent on a combined 
capital of $1,000,000,000 . 


Railroads. 


New York Central. 

Peimsjl vania..... 

Erie. 

Delaware, Lackawanna and Western. 

Lehigh Valley. 

New Jersey Central. 

• Reading.*.. 

Baltimore and Ohio. 

Delaware and Hudson. 

Total (equal to more than 3 per cent on capital of 
$ 1 , 000 . 000 , 000 ). 


1 First preferred I per cents. 2 Second preferred 4 per cents. 

» Common. 4 Preferred 1 per cents now paid. 

The most remarkable part of these exhibits is the effect it will have on the earning 
capacity of the capital stock of the several corporations. It means something like 9 
pe cent additional on the Pennsylvania alone. There is practically no increase in 
operating expenses attached to the increase in rates, and the additional revenue 
which may lx* expected therefore means so much more in dividends on the stock. 
There is, of course, some difficulty in finding a basis on which to estimate the increased 
earnings, since no railroad company compiles figures showing the exact increase on 
the many different classes of freight. 

Increased dividends.—H the New York Central, during the current fiscal year, makes 
$2,869,395 more than last year as a result of the increased rate, it will 1 m; able to pay 
2£ per cent more in dividends. The Pennsylvania, if its net earnings an* increased 
$11,(580,825, will lie able to pay 9 per cent more on its capital of $120,303,700. The 
Erie would lie able to pay full 4 per cent on its $43,000,000 of first preferred stock, 
and 4 j»er cent on its $16,000,000 second preferred stock, besides earning three-fifths 
per cent on the $113,000,000 of common stock. The Reading would also be able to 
pay 4 per cent on its $28,000,000 first preferred stock, and 4 per cent on the $42,000,000 
second preferred, besides showing a little on the common stock. 

Q. (By Mr. Kennedy.) How many persons are employed in your industry at 
Wyandotte?—A. In the neighborhood of 2,000. 

Q. Is there much skilled labor employed?—A. Yes; 1 suppose you might say alxrnt 
one-eighth or one-tenth would l>e skilled labor. 

Q. What wages are paid to your skilled labor?—A. "Well, they vary. We pay all 
the way from 25 cents an hour up to, perhaps, 50 or 60 cents. I do not know just the 
amount. 

Q. Can you state the amount of your annual pay roll?—A. No, sir; I can not. 

Q. Is this industry carried on in any other cities of the country or at any other 
point?—A. At Syracuse, N. Y.; at Saltville, Va., and at Delray, a suburb of Detroit. 

Q. These are the only places?—A. Yes. 

Q. Is there a very extensive industry at Saltville?—A. I do not know just what the 
capacity is. Another works is being built at Barbarton, Ohio. 

Q. In which States of the country do you find your principal markets?—A. Our 
principal market for the heavy ash is in the gas belts of Pennsylvania and Indiana, 
where they have glass factories and such as that, and for the light ash it re cities 
where soap is manufactured. Of course, the bicarb is generally distributed all over 
the country—baking soda. 

Q. What percentage of your shipments go South into the Southern classification?— 
A. Very little under present rates. We try to keep out as much as possible. 

Q. Is there a very large demand for the product there?—A. In the South? 

Q. Yes.—A. I do not Know of any great demand there for it, butihere is nothing 
to stimulate a demand. 


Additional 

profits. 

Capital stock. 

Per cent 
addi¬ 
tional 
profit. 

$2,869,395 

11,680,826 

3,059,876 

1,624,760 

2,806,834 

1,560,277 

3,198,889 

$100,000,000 
129,803,700 
f 1 48,000,000 

2 16,000,000 

3 118,000,000 
26,200,000 
40,441,000 
22,497,000 
( 1 28,000,000 
\ 2 42,000,000 

1 3 70,000,000 

1 4 00,000,000 
| 3 45,000,000 
35,000,000 

2» 

9 

4 

4 

si 

7 

4 

4 

1 

1,152,498 

7 

4 

. Sl.4M.Ofij 
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Q. No manufacturing there that demands it?—A. No; they can not, with the high 
rates; it would be impossible to compete with the North, with the high rates they 
would have to pay ort the raw material, to start soap factories, or any other kind of 
establishment tnat requires our products. 

Q. The railroad officials have contended that they must make high rates on goods 
which are carried only in small quantities in one classification as compared with large 
quantities in another.—A. Ours should go in large quantities. Glass makers require 
a vast amount of the dense ash, and the same with soap makers for the light ash. 

Q. How about the territory west of you? You are in the official or Western clas¬ 
sification?—A. We arc in the official. We ship to San Francisco, and along the coast 
we have a 58-eent rate; hut in the interior we do not try to do anything. 

Q. Your shipments West are insignificant as compared with shipments to manu¬ 
facturing points in the East?—A. Yes. 

Q. Do you understand from the railroads that that is why the rates are high in 
the Western and Southern classifications as compared with the official classification— 
that you send very little into those parts of the country?—A. We never could have 
shipped any East if the rates had lieen as high proportionately as in the West. 

Q. Do they contend they give this low rate because you have large shipments to 
make in the East?—A. No. They do not contend they are giving us any low rates. 
They fix the classification and commodity rates and all that, and we have to stand by 
them. They give us good rates East., but West and South they do not give us any 
fair rates at all, and we can do very litttle business there. 

Q. You do have low rates in the East as compared with the other parts?—A. Yes; 
and we ship East and can meet the seaboard rates East, but can not West. 

Q. They say that in a section where there is very little of a certain article shipped 
the railroad must have larger charges for it?—A. Well, but until there is a demand 
for the goods there, there would lie no goods shipped. 

Q. You contend the railroads should help make the demand?—A. By giving low 
rates. No matter how low the rates, unless there was a demand there would be no 
goods shipped. Under low rates they will start up factories—soap factories—if they 
had a reasonable freight rate so as to get the raw material; and in places they have got 
glass sand, where they could have glass factories, but if they have to pay such exor¬ 
bitant freight rates as compared with the factories of the East and middle portions, 
they could not compete. 

Q. Do products similar to yours come from European markets to the Southern 
ports?—A. I do not know that any great quantities do, but they have a rate of 10.7 
cents on our product from Liverpool to New Orleans. 

Q. There is no demand in the South for similar products coming from Europe?— 
A. There is in New Orleans, where they have soap factories, but coming into the 
interior they are in bad shape. 

Q. (By Mr. Farquhar. ) What is your tariff protection against foreign importa¬ 
tions?—A. I do not remember. 

Q. Soda, etc.?—A. Yes; we have tariff protection, but I do not remember just 
what it is. We have tariff protection, and until we did have that protection English 
ash was being laid down in the interior of this country at about what they thought 
was the actual cost of manufacturing it here. They had a rate of 89 cents a ton from 
Liverpool to Newport News, and it was distributed at a lower rate than we could get 
to the seaboard. That same ash if bought and, without taking it off the ship, sent 
back to Liverpool, the freight alone would be $6.46 per ton. Since we have the tariff 
we have even shipped goods to England and Hamburg, but before that we had pretty 
hard sailing to get along at all. 

Q. (By Mr. Kennedy.) Do you believe the railroads would promote industries in 
the South if they would give the same classification as the official classification?—A. 
I am satisfied they would. 

Q. The conduct of the railroads seems to be a sort of discrimination against the 
industries of the South?—A. I do not know that it is so intended, but that is the 
effect. I do not think they are looking at their own interest when they put such 
rates as they do on different products in the South. With the resources of tne South 
there .ought to be more manufactories in certain portions than there are now, and 
the more manufactories the more business the railroads would have. Low rates 
would have a tendency to build up the country and induce factories to start up where 
now they have to buy the finished product, such as soaps and glassware, that they 
might as well make. 

Q. You state there should be two more departments of the Government—a depart¬ 
ment of transportation and one of commerce or manufactures. Would not the propo¬ 
sition to create a department of commerce, which should embrace both transportation 
and manufactures, be satisfactory?—A. Well, the bill that has been before Congress— 
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I looked ever it a little, end I did not hardly think that would meet the demands oi 
transportation and manufacturing. There is room ior a department of commerce 
and oi transportation, too, I would think, if it would not be making the Cabinet too 
large. If you put too much under one heading it would be kind of like getting too 
much under one classification. 1 do not think it would be beneficial to anybody. It 
would be a new office, and th6 business that Would be under the classifications that 
they would have to look after—it would not help the country any. 

Q. Would not a department of commerce naturally include transportation and 
manufactures?—A. It could be made to do so, I suppose, but the magnitude of man¬ 
ufactures and of transportation, too, I think, would justify independent heads for 
each. More attention could then be given to it, and better results achieved for the 
people and the country at large. 

Q. (By Mr. Farqithar.) What class are your products put under north of the 
Ohio?—A. Soda, ash, bi-carb., and caustic soda all take the same classification to most 
of the cities of the North; some little difference, maybe, on bi-carb. 

Q ; North of the Ohio and east of the Mississippi?—A. Yes. They make some 
distinctions to certain points on bicarb. 

Q. Bub as a general thing, it is under the sixth class?—A. Yes; the commodity 
rate, making it equal to sixth class, though fifth is the regular classification rate on 
bi-carb. 

Q. Suppose you are shipping on the Illinois Central to New Orleans, what is the 
change of classification south of the Ohio on your goods? What class are they driven 
into then?—A. I think it takes the fourth or fifth class. They have a different 
classification for each after they cross the Ohio. I do not remember it exactly. I 
have given the figures, but I do not remember what the classification is. 

Q. Have you any knowledge that there is a uniformity east of the Mississippi and 
south of the Ohio, in respect to the classifications of the north and south lines? Do 

n i think these main trunk roads are all under one classification as to freight?—A. 
o not think so. 

Q. Do you think that the Illinois Central or the Louisville and Nashville or the 
Southern would be under the same classification?—A. I think not. They have a 
different classification, and, as I understand it, it takes a different classification. They 
say that is the reason of the high rates—they do not take the same classification for 
these roads. 

Q. The Southern railroads—the north and south roads—is their classification east 
ol the Mississippi and south of the Ohio nearly the same on your class of goods— 
fourth and fifth class?—A. Ours is sixth class, except bi-carb. I do not think so. 

I may be mistaken. 

Q. You are sixth in the official classification, but in the South is there not a uni¬ 
formity also even though it is a high rate?—A. Yes; I presume they have classifica¬ 
tions there. We try to keep out of the South on account of the high rates, and I 
have not paid attention to their classification. I only know the rates to certain 
points. 

Q. For instance, in the matter of soaps, if they have to pay the freight rate as well 
as the prime cost of the raw material, it is cheaper for them to purchase the soap 
from the Northern manufacturer?—A. Yes; the soap alone; but when you come to 
count the labor and factories and business, you make it quite different. 

Q. I presume high rates force the Southerner to buy the soap from the Northern 
factory?—A. That is the way I look at it. 

Q- Now is there not in connection with your material something that railroads 
might find fault with in respect to handling the form of vour packages—leakage, or 
anything of that kind?—A. No. 

Q. You compare i t with flour?—A. Yes; our ash is just about as fine as flour, some 
of it and somo of it is a little coarser. There would not be as much leakage with our 
goods as with flour, and it is more compact to the barrel—stronger barrels—and the 
caustic is put up in sheet-steel drums, so there is no breakage. If you wreck a car 
you have all the caustic; with a barrel of flour it is all gone. 

Q. Do not the general freight agents and railroad men sometimes say the classifi¬ 
cations should be made different, not particularly on account of weight but on 
account of the packages, the breaking of packages, and whether or not the entire 
cleaning of the car would be a necessity after Handling your goods, whereas with 
flour there would not be any need?—A. I do not know of any. Ours is a clean prod¬ 
uct and easily handled. 

Q. So you do not know of any real economic reason for the railroad to classify 
youre more than ordinary flour?—A. No; but 1 do not think ours should be placed 
on the same classification as flour, because flour is a staple commodity. 

16a-6 
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Q. I mean, bo tar as transportation is concerned, there are no breaks, nor Ices, nor 
anything of that kind that vonld subject the railroad company to more care over Its 
rolling stock?—A. No; and the same difference would go with the freight shipped 
north of the Ohio and east of the Mississippi, where it takes sixth clue, as in the 
South—no more leakage or breakage, or anything of that kind. 

Q. The reasons given in your paper are about the only reasons you know of from 
railroad officials why your product should suffer this discrimination?—A. Yes. 

Q. You take it that possibly your product is in just the same situation as a great 
many other products; that there is no particular reason in the classification that 
yours should be made greater than any other product transported on the Southern 
roads?—A. No. 

Q. You think all share alike in the high rates of the South?—A. 1 think so; I 
think it is pretty general with all freight 

Q. As a remedy for these things you propose a remodeling of the Interstate Com¬ 
merce Commission?—A. I do not know that I would remodel that, but it should be 
made broader, so the classifications can be worked out to better advantage. Six rail¬ 
road men, covering different parts of the countty, and 6 business men ought to be 
able to get up a good classification that would satisfy most ordinary mortals. 

Q. Have you considered the army of clerks employed by the railroads and found 
necessary for that purpose?—A. In our own shipping business is where I have got all 
my information—nearly altogether practical. 1 do not know anything theoretically 
about it or anything of that kind. I know it takes an army of clerks to make out 
these classifications, but with 12 men, from different parts of the country, they ought 
to be able with clerical hire to do all that the railroads ought to be doing. 

Q. What would you say to it when the presidents of twelve or fourteen of the 
great trunk lines of this country come before this commission and say positively that 
it is their belief as railroad men with an experience of from 20 to 40 years that it is 
a physical impossibility for the Interstate Commerce Commission to make these 
classifications and rates?—A. Well, I should say they would be right if they leave it 
to the Interstate Commerce Commission as now provided by law, because" they are 
picked out promiscuously, without any regard to the eastern or western coast, the 
Lake section, or the south or the middle interior. My suggestion is that the West 
should be represented both by a business man and a railroad man, and the South 
the same, and the East and the Lake sections the same, and the middle interior by 
two men from each, and I think that would pretty generally cover the country. 

Q. How are you going to provide for their lawyers?—A. If they are good, sensible 
men, I do not think it needs lawyers. It Is a matter of business to say what stuff 
ehuld be under a certain classification, and another under another, and another under 
another, until they got all through the classifications. The Southern railroad men 
and business men' know what classifications their goods ought to take and the con¬ 
ditions under which their roads are operated, and ail of that; the Eastern men would 
know their needs and the Western theirs, and, all comiug together with their ideas, 
I do not see any necessity for a lawyer. 

Q. Do you think that is the fair way, provided it is possible to have an office force 
big enough, well trained enough, to initiate the classifications and then maintain 
them and alter them as circumstances may occur?—A. Yes. 

Q. You think it ought to be controlled by the United States Government?—A. I 
am satisfied it should be. It will never be satisfactory to the people until it is. 

Q. So you would he entirely against the pooling idea?—A. Yes; I would tie 
against that. 

Q. Do you believe that under the Cullom bill, giving extra or more judicial 
powers to the present Interstate Commerce Commission, it would remedy any of 
these troubles you have spoken about?—A. Well, I do not think it would without a 
traffic association covering different parts of the country. 

Q. kou never have studied the problem far enough, probably, to believe that 
there is such a thing as making a uniform classification for the whole United States?— 
A. That is my idea, that it is possible; I do not see why it should not be possible. 
The main point now is, we do not know howto make contracts; we can not tell 
what the freights are. If we knew what classification it took, we could make a rate 
anywhere. For instance, from parties who are in a hurry for the goods we get a 
Spot order. Sometimes it takes us a week to get a rate, when the goods ought to be 
going; but we do not know whether we can sell the goods at a certain price until 
we get the freight rate, as the freight rate might eat it up before it gets there. 

Q. Would another plan work equally well—for all of the trunk lines to semi in 
their classifications, and let this national association which you propose, of 12 mem¬ 
bers, codify and equalize the whole of these rates between the roads themselves?— 
A. I think that would be a good idea. 
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Q. Wonld not that be better than trying to make de novo a rate for the roads? 
If you have your plan you are making arbitrary rates.—A. Yea. 

6. There is not a particle of elasticity, no taking into consideration the conditions, 
and you would establish under that principle arbitrary rates. Would not this be a 
little too rigid?—A. Goods ought to take a certain classification independent of the 
conditions of the country, so we would know what classification they are in; then, if 
conditions come up where the rates ought to be raised, at the meeting in October, as I 
propose, they could raise the rate; but we would know what classification it wonld 
be under, and if the rate were raised on a certain classification, we would know 
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Q. Have freight rates been materially changed within the past year?—A. The 1st 
of January they were materially changed. 

Q. About what per cent?—1 can not tell as to that; different products took differ¬ 
ent rates. 

Q. Was that on all classes of freight?—A. I think so, yes; that is my understanding. 

Q. What was the reason assigned for increasing their rates?—A. The reason they 
always gave was that they wanted to share in the prosperity of the country. That 
is the only reason they ever gave me when I talked with them about it. 

Q. They arbitrarily’fixed tiiat rate among themselves?—A. Yes. 

Q. Was that done by traffic associations or something of that kind?—A. As I 
understand it, it was done by the traffic association. 

Q. That is permitted yet?—A. Yes; they can raise the rates any time that they 
see proper; nothing to keep them from it, as I understand it. 

Q. The cost of operating the roads has increased, I Buppose, has it not?—A, Yes; 
but still it is reduced to a minimum, as I say somewhere in here. [Reading from 
paper:] “They claim the cost of equipment has been increased, but that increase is 
offset by the decreased cost of operation, which has been reduced to a minimum.” 

Q. How is that decrease in operation brought about—heavier loads?—A. Yes; and 
more modem methods in every respect, I suppose; in different ways. 

Q. As I understand, the classification is probably the greatest grievance that the 
shipper has at the present time?—A. I think so. 

Q. Would a classification be just where the rate continued for a year under all cir¬ 
cumstances, or should it be to some extent elastic, under the control of this commis¬ 
sion that you provide for, and the order of the Interstate Commerce Commission?— 
A. I think these men would know the conditions of the country and be in a position 
to know at the time they made these classifications, and there would be no reason for 
a change within the next year from that time. If you make them so they could be 
changed it would be manifestly in a bad shape; it would put manufacturers out in 
making contracts. The goods are sold at a very close margin sometimes, you know. 

Q. Classification is one of the most intricate questions in railroading, is it not?—A. I 
understand so; and it is for that reason I think the shippers and railroad men should 
be brought together in making that classification. As it is, the railroad has been 
making the classification and they have no idea of the conditions prevailing in manu¬ 
facturing circles. They claim we do not know the conditions of the South and 
West and all that, and they do not know the conditions surrounding the manufac¬ 
turing interests, and they do not take that into consideration in making the classifi¬ 
cation; and for that reason I think they should tie brought together and have a 
mutual understanding. They never ask ’us our opinion as to what the classification 
should be. They go ahead and make the classification and we are governed by it. 

Q. How frequently do they change the classification?—A. They do not change it 
very often, except the instance I stated here—to Richmond—where they changed it 
three or four times in the year. 

Q. (By Mr. Farquhar.) They did not change the classification in that instance, 
but the rate?—A. No; I do not think the classification was changed. 

Q. (By Mr. A. L. Harris. ) Have yon any complaint to make against the roads on 
account of discriminations?—A. No. 

Q. You get the open rate?—A. We get the open rate; that is all we ask for. 

Q. Your competitors have never had any advantage, in shipping, over you?—A. 
Not that we know of, except to these seaboard cities—foreign goods coming in there. 
We meet that successfully in the East but not in the South. 

Q. That is a through rate—water and land both, I suppose?—A. Yes. 

Q. (By Mr. Kennedy. ) Is there any competition for your traffic among the rail¬ 
roads?—A. Well, not very much. There are only the three or four factories in the 
United States now, and another one will be in operation in the next year. 

Q. Have you ever been offered any less than the public rate for your traffic?—A. 
The railroads have always been very firm with us. They solicit the business but 
never make any change in the rate. We were promised slower rate to New Orleans, 
of 22 cento, anti they told us we could go ahead and get contracts based on that rate. 
We did take some contracts to New Orleans, but they did not make the rate to us 
and so we got out of there as quick as we could. We could sell goods there with a 
22-cent rate but not with a 33-cent rate. 

Q. (By Mr. Farquhar.) Suppose a party in Chattanooga could get the same rate 
from Cincinnati to Chattanooga that you get from Wyandotte to Cincinnati, could a 
soap factory in Chattanooga live?—A. Yes. 

Q. And prosper?—A. Yes. That would be exactly the rate to New York—8 cento 
to Cincinnati and 8 cento on to Chattanooga. There would be plenty of business 
there. 
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Q. Then Chattanooga could successfully compete with Cincinnati soap?—A. Yes; 
I think so. , , . , 

Q. (By Mr. A. L. Harris.) Your competitors are laboring under the same disa¬ 
bility that you are laboring under, so far as you know?—A. Yes. 

Q. They have no advantage over you as far as rates are concerned?—A. I do not 
know of any. 

Q. Then, when you sell a bill of goods, or when you have an opportunity to sell a 
bill of goods, yon know that your competitors have not an opportunity of bidding 
below you on account of any advantage they have in rates?—A. Yes. 

Q. What you complain of is the volume of business or increase of business thatyou 
could have if you had a better classification?—A. Yes; and being shut out of the West 
and South, where we should do business and where they should do business, too, on 
account of not being able to get a reasonable freight rate. 

Q. Have you any trouble in regard to the long or short haul?—A. No; we have 
never been troubled with that, 

Q. Railroads have dealt fairly with you in that respect?—A. As far as I know. 

Q. (By Mr. Kennedy.) Did you not just say that you got a cheaper rate to San 
Francisco than you did to points in the West beyond you?—A. Yes; but we expect 
that, for the reason of foreign competition along the seaboard. 

Q. (By Mr. A. L. Harris.) Wherever a matter of that kind occurs, you can account 
for it?—A. Yes; we can account for it; but I took tbe question to refer to the long 
and short haul through the country. 

Q. Do you have any trouble getting cars?—A. At present we do not, but all through 
the winter we had to fight for cars all the time. 

Q. Why was that?—A. The railroads said they had more business than they could 
handle. They tried to favor us all they could, but they were short of cars all the 
time. At present we are getting all the cars we want. 

Q. (By Mr. Farqohar.) By what roads do you ship from Wyandotte?—A. The 
Michigan Central principally, but we also use the Detroit and Lima Northern and 
the Lake Shore. The Michigan Central have tracks right in our yard to the different 
factories. We have two—No. 1 and No. 2; No. 2 on the north and No. 1 on the 
south. The Michigan Central has tracks to both, and the Lima Northern has tracks 
to No. 2, but not to the soda ash or caustic, but to the bicarb plant. Practically all 
goes out over the Michigan Central. 

Q. Do you have ample railroad facilities for shipping?—A. Yes. 

Q, (By Mr. A. L. Harris. ) Do you have to pay exorbitant switching rates at any 

E oint?—A. I do not believe the Michigan Central will switch for the Detroit and 
ima Northern, and I think they make a charge of $6 to switch to the Lake Shore, 
but I will not say positively. The railroads always absorb that charge, so we have 
nothing to do wfth the switching charge. 

Q. (By Mr. Farquhar.) Switching or demurrage—the roads themselves settle 
that?—A. Yes. 

Q. (By Mr. A. L. Harris.) If you had a better classification, and thereby better 
rates, you could make your goods cheaper to the consumer in many points in the 
United States?—A. That might be possible. 

Q. That would be the only way you could encourage trade?—A. Yes; but the 
goods have been sold at a very close margin for the last few years, and it is the freight 
rate that eats it up before it could go down South or West. 

Q. You take yuur freight rates into consideration when you make your contract?— 
A. We have to. There is a very close margin of sale. 

Q. Is that close margin on account of the competition in your business?—A. Yes; 
it has been and is. 

Q. Does the competition approach the point of being ruinous?—A. Oh, no; it is not 
ruinous, but before we got our tariff on it looked like it was ruinous. We sold on 
a very close margin then. 

Q. (By Mr. Kennedy. ) When the freight rate on coke was put up to the extent of 
{20,000 a year to you, did you recoup that by increasing the price to the consumers 
of your product?—A. We had to put that onto the consumer in the long run. The 
consumer is the man that pays the freight in the long run. 

(Testimony closed.) 
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Washington, D. 0., December 10 ,1900. 

TESTIMOIY OP PSOP. EDWARD WEBSTER BEMIS, 

Of the Bureau of Economic Research, New York. 

The commission met at 11 a. m., Vioe-Chairaan Phillips presiding. At 11.05 
a. m. Prof. Edward Webster Bemis was introduced as a witness, and, being first 
duly sworn, testified as follows: 

Q. (By Mr. Litchman.) Will you kindly give your full name and post-office 
address?—A. Edward Webster Bemis. My post-office address is Mount Vernon, 
N.Y. 

Q. Will you give your profession or occupation?—A. For many years I was in 
charge or associate professor, one or the other, as the case might be, of political 
economy and history in various institutions of learning; 5 years at Vanderbilt 
University, 8 years at the University of Chicago, and 2 years at the Kansas State 
Agricultural College; but for the last year and a half I have been in New York 
in association with Professor Commons and one or two others in the organization 
of an independent department of investigation or research of certain monopolistic 
questions, such as those we are considering to-day, and to a certain extent railroad 
and trust questions. 

Q. Is there any name to that association?—A. We call it the Bureau of Eco¬ 
nomic Research. 

Q. In this study and these investigations you have given particular attention 
to the ownership of what are known aB public monopolies by municipalities?— 
A. Yes. 

Q. Will you in your own language give as briefly and tersely as you may the 
results of your investigations in that direction?—A. If the commission is willing 
to indulge me a moment, I think before directly taking up the results of municipal 
ownership I will introduce the subject by one or two preliminary statements. I 
want to bring out first the importance or the subject of these monopolies. I take 
it for granted that the commission recognize that competition has broken 
down as a method of solving the street-railway question or the gas question or 
the electric-light question or the water problem, and probably will break down 
shortly, if it has not already, in the solution of the telephone question. Efforts 
have been made in almost every important city in this country to have competing 
companies, and in every instance the experiment has ended, if it began some time 
ago, in consolidation. So that there is no city that has had for any long time 
competition in the supply of these services. 

Q. (By Mr. Conger.) Is that as true of electric lighting as it is of the other 
services that you name?—A. It is, except to the extent that individuals are able 
to put in private plants in their own building sometimes for the supply of light 
to a hotel or to a factory; but when it comes to competition for the general sup¬ 
ply of electrio light for a city—street lighting or general household lighting—this 
is true. There are a few cases, perhaps, where there still nominally contmue to 
be rival companies, but in most cases you will find they have a tacit agreement 
and are not really competing, and in nearly every instance, unless the competi¬ 
tion has just begun, you will find it has already ended in actual consolidation. 

There are good reasons why this should be true. The economies are very great 
in consolidation—the saving of office force, the saving of duplication of mains, 
service in the street, and service pipes to the houses, economies in the collection 
of bills. When 2 companies are fighting with one another, many consumers will 
avoid paying their bills—transfer from one company to another, back and forth. 

Q. I recognize the theory of the economy of it, and I recognize the fact, too, so 
far as all these public utilities are concerned, with the exception of electric light¬ 
ing, where my information and observation has been that competing companies 
do exist in many more cases than in the case of any of the other publio utilities 
or service that you mention.—A. Yes; I would agree with you that that is true, 
but the tendency there is also toward consolidation very rapidly. 

Assuming that these are either monopolies or becoming such very rapidly, 
there are special reasons why they should be very carefully investigated. One 
reason is that the problems to be met with are somewhat similar to the problems 
that will shortly be met with, and are, in fact, already puzzling us in the attempt 
to solve the steam-railroad problem. It is recognized, I suppose, that the railroad 
problem must be solved, so far as it relates to the matter of discrimination to large 
shippers in the form of secret rates and rebates and in the ways, before we can 
grapple directly with the trust question. 

Now the railroad question is a monopolistic problem, and it is fortunate that 





before we have to tackle it we are able to look to a line of monopolies which have 
developed farther the monopolistic feature than has the railroad, and may 
learn many lessons therein as to how we shall have to approach the railroad 
problem. 

That is one exceedingly important reason to my mind why we need to study it. 
If we find municipalities able to regulate the charges and the service of gas com¬ 
panies, street-railway companies, and electric-light plants, that will furnish some 
hint as to how we may proceed with the railroad question. If we find they are 
able to own and operate these plants, or in some cases succeed and in some oases 
fail, that will also give us hints as to what is the line of suggestion to make as to 
the railroads. 

The second reason why I think all these questions are linked together is that in the 
municipal monopoly problem we have seen the same enormous consolidation of 
capital and the concentration of ownership. For example, there has occurred 
recently a practical consolidation of all the gas companies and of all the electric- 
light companies of Greater New York, and these two enormous lines of business 
are practically owned by the same syndicate, and the same sydicate also has a 
controlling interest in the street railways—a consolidation with capital reaching 
up into the hundreds of millions of dollars. 

Q. (By Mr. Phillips. ) Will you please state right there who are the principals 
in this syndicate?—A. The Consolidated Gas Company increased its stock in July, 
1900, to $80,000,000, and bought upthe other gas and electric-light companies of 
the city. Among the trustees are William Rockefeller and William C. Whitney. 
The United Gas Improvement Company of Philadelphia has testified to having a 
controlling interest in the gas companies of over 40 different cities, some of them 
very large. For example, it has leased the gas works of Philadelphia, and it has 
a controlling interest in Jersey City, Des Moines, Iowa, Kansas City, Mo., Atlanta, 
Ga., and many other cities. 

Q. Is that composed largely of the same people?—A. Largely of the same class 
of people—largely affiliated, although I did not wish to be taken as saying it is 
exactly the same class as control in New York. The New York companies are 
practically all under affiliated management now. One syndicate owns all the street 
railways, but the connection between that and the light and gas companies is not 
fully revealed to the public, but it is said by brokers to be composed of practically 
the same parties. 


Q. (By Mr. 
Jmted Gas Ii 


Litchman.) They are 


the same parties that have the 


Q. (By Mr. Kennedy.) Does the same syndicate own the elevated railroads and 
the Metropolitan?—A. The surface and the elevated roads are in the hands of 
different syndicates. In Chicago the surface railroads and several of the elevated 
have at times and doubtless will be again owned by the same syndicate. In New 
York there is a separate ownership of these two; but it is only a question of time 
when they will be united. President Dolan, of the United Gas Improvement, is 
in many of the large street-railway enterprises of the Elkins-Widener-Whitney 
syndicate, which owns the street railways of New York, Philadelphia, Chicago, 
and a rapidly increasing number of other cities. 

These matters I will not attempt to give you in exact form because I have not 
attempted to prepare it in that form, coming here in considerable haste, but will 
give you an outline of it for further investigation. 

H people are not satisfied with the price of gas, and think they can go to electric 
light as a solution, they will find themselves dealing practically with the same 
company. This is true all over the country, because the electric-light interests 
aregetting into the same hands in a given locality. 

The magnitude of the problem may be illustrated in this way; In the report 
which is ynst out by the United States Department of Labor there is given the cost 


.v * ' *-—vvuimvi- ICO, auu 

tile summary of it all is nearly $1,400,000,000, while President Roach of the 
American Street Railway Association, has declared in his annual address recently 


are altogether in private hands, is even greater than the combined capitalization 
of the water, electric-light, and gas companies, amounting to $1,800,000,000, or a 
^"“Capitalization of nearly three billion and a quarter. 
a ^Qi 1 the comparison of municipal ownership and private ownership?— 

a. since that is asked for, I will mention it now. As I just said, pf the street 
railways and elevated roads which were included in this, there is no public owner- 
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ship, exoept In the case of the famous railway over the Brooklyn Bridge, and that 
la only a abort road of It miles. 

Q. I spoke particularly about electric lights.—A. I know; I was coming to that. 
The report of Carroll D. Wright, which is the most complete one we have, and is 
just out, gives the following figures with reference to electric lighting: The capi¬ 
talization of the privately owned electric-light plants he gives as $269,181,920. 
The value or cost of the publicly owned electnc-light plants he gives as $12,902,677. 
So that the actual value of the publicly owned electric-light plants is only about 
5 per cent of the par value of the stocks and bonds of the privately owned electric- 
light plants in America. When it comes to gas, the disproportion is still greater. 
The capitalization of the gas works privately owned is $380,846,274, while the 
costof the public gas plants directly operated by municipalities Carroll D. Wright 
gives as $1,018,120. When it comes to water, however, the proportion is reversed. 
There the capitalization of the private water companies is only about half the 
value of the public plants. The figures are, for the private plants, $267,752,468, 
and for the public plants, $513,852,568. This enormous capitalization of the pri¬ 
vate plants, however, does not mean that the cost of construction is as much 
greater than that of the publicly owned plants as the comparison of these figures 
would indicate. The public plants are given on the basis of their cost of con¬ 
struction, while the private plants are given here as they are capitalized, and they 
are capitalized on the basis of their earning power usually. 

The connection is very slight between cost of construction and earning power 
in these monopolies. The bonds frequently will cover the cost of construction, 
and the stock represents nothing but the franchise value or the hope of additional 
earnings. There is, in fact, a growing tendency to the increase of water in the 
stocks of these monopolies. They have always had a tendency to overcapitalize, 
because it deceived the public as to their profits in the first place, and, in the second 
place, there is a psychological reason for it. People will pay more for two shares 
of 4 per cent stock than they will for one share of 8 per cent stock. They have an 
idea that if the stock is paying 8 per cent that it may be fictitious and that it will 
not last. It looks like too high a profit. They judge, perhaps, from competitive 
business, or they think there may be a possibility of a demand by the public fora 
reduction of charges, while 4 per cent looks very moderate, or even 5 or 6 per 
cent. So the stock will sell better, although mathematically you might not expect 
that it would. 

So those two reasons have always prevailed for capitalizing up to the basis of 
4 or 5 per cent stock, but quite a different reason and an additional reason has 
arisen during the last few years. The directors of some of these enterprises are 
more and more banking syndicates; or banking syndicates, if not directors, have 
a large influence in the management, and these banking syndicates want a profit 
on the floating of this stock, and the larger the stock issues the larger the com¬ 
mission to them. 

Q. Aspromoters?—A. Aspromoters. This statement has come to me from men 
very high up in corporate management, and they say it has not been very much 
understood hitherto. There has come about a financial motive to the promoters 
of these enterprises to overcapitalize. 

Now, as an illustration of the extent to which this has gone, I may remarkthat 
in the case of street railways we have some flguros of comparison from Massa¬ 
chusetts. In that State there has been a restriction on overcapitalization through 
the action of State laws operating now since 1885, and which have prevented 
the Massachusetts companies from increasing their capital stock since 1885, 
exoept where it was directly for improvements and extensions. To be sure there 
has Been an evasion of the law by outside companies getting hold of the Boston 
companies lately, but I am speaking now of the direct Massachusetts companies, 
including the Boston companies, as they stand before the commission; that is, 
taking the stock of the Massachusetts companies that has been authorized and 
issued according to the Massachusetts law, I am not speaking of the certificates 
based on the Bostongas companies and issued by various New Jersey and Delaware 
trust companies. We have these figures in the case of street railways. The aver¬ 
age capitalization per mile of track—not of line but mile of single track—in 1897 
(and it isabout the same now) in Massachusetts was$44,683. That was the aotnal 
par value of the stock and bonds per mile of track in the Massachusettsroads. In 
the rest of the country it is over twice that per mile of track, although the num¬ 
ber of cars and the amount of traffic per mile of track for the rest of the country 
is no greater than in Massachusetts. Taking, for example, a group of States in 
the center of the country—Ohio, Indiana, Illinois, Michigan, Wisconsin, Minne¬ 
sota, Iowa, Missouri, and Kentucky—the whole group had 2 years ago precisely 
the same number of cars per mile of track (8.78) that the Massachusetts roads 
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had, and yet they were capitalized, not for $44,688 per mile of traok.but for 
181,600 per mile of track. In another group—New York, New Jersey, Pennsyl¬ 
vania, Delaware, Maryland, Virginia, West Virginia, and the District of Colum¬ 
bia—they had 88 per cent more cars per mile of traok (4.58), but instead of having 
a capitalization of 10 or 15 per cent more—because the capitalization would not 
increase proportionately, the need of capitalization would not increase propor¬ 
tionately with the increase in the number of cars—they actually had a capital per 
mile of track of $138,600, or over three times as much as the Massachusetts roads. 
The capitalization in Massachusetts in 1900 was only $88,500 per mile, but in the 
above Mississippi valley States it was $91,860, and in the last group of States above 
named it was $158,650. 

As an illustration of how this thing goes on we have an interesting case in 
Chicago. In 1898,1 think it was, the Mutual Fuel Gas Light Company of Hyde 
Park, which was an ordinary gas company for lighting as well as fuel, sold 
out to the People’s Gas Company of Chicago. This mutual company was only a 
few years old. Its stockamounted to only $2.69 per thousand feet of annual sales 
and it had no bonds, and it made a report of what its tangible assets were which 
they had accumulated from surplus profits, and they claimed for the whole $3.80, 
but they sold out to the People’s Gas Company, which now embraces all Chicago, 
with one little exception, and on the basis of this $9 per thousand feet of stocks 
and bonds were issued. That is, the capitalization was more than doubled—it 
was practically trebled. The average capitalization of the gas companies of 
Chicago is about $9 per thousand; and that is about what it is, generally speak- 
mg, in all large cities, whereas $8 to $4 per thousand feet is thought to be ample for 
the real structural value. 


Of course this capitalization is rendered possible by the monopolistic character 
of the enterprise and the enormous profits they can earn on the structural value. 
This Mutual Fuel Gas Light Company of Hyde Park was selling gas for fuel purposes 
for 1 2 cents prior to the transfer to the People’s Company. The same company’s 
charge for lighting was $1, with, I think, a little discount for prompt payment. 
The average charge was 87 cents. They made a statement in the annual report 
of the actual cost, including taxes, but not including dividends or interest—they 
had no interest, however; there were no bonds. The actual cost in 1897 was 87.45 
cents per thousand feet, and if they had been content with 8 per cent on the $3.80 
that they claimed as their tangible assets, which would have been about 11 per cent 
on their stock, they could have sold for 67.5 cents instead of for 87 cents. The 
Pnce, however, has been raised to $1 since the consolidation with the People’s Com¬ 
pany. That is the usual price now in Chicago, and this and higher prices prevail 
nearly in all parts of the country. 

G. (By Mr. Conger.) I would like to ask if it is not a fact that the cost of coal 
and or other material which the gas companies use for the making of gas has 
matenaHy increased in the last year or 18 months?—A. Yes; it has. 

Q. So the cost of gas at present would be greatly in excess of the figures 
named?—A. It is somewhat in excess, but the difference is not as great as it would 
seem to be at first, because if it is coal gas and coal goes up a dollar a ton it only 
raises the coBt 10 cents, because a ton 9! coal will make about 10,000 feet of gas. 
With this rise m the price of coal has in most cases come a rise in the price of 
residuals, such as coke and tar and ammoniacal liquors, which cuts off about half 
the effect of the rise in coal, leaving the net additional cost when coal is used of 
only from 5 to 7 cents per thousand feet. 

Q. Has not the cost of other raw material that they use in making gas also 
risen i— A. I was speaking then of a coal-gas plant. Where they use water gas 
there are other constituents. They use a little coal or coke and they use oil. Oil 
has also risen. Four or 5 gallons of oil is used for a thousand feet of gas, accord- 
mg to the candlepower. In the West, we will say they have been getting their oil 
ior 2 or 3 cents a gallon for crude oil—that is, in the Ohio district. A rise of 50 per 
cent m that means a rise of only 1 to cents per gallon, or a rise of 6 or 8 cents 
per thousand feet in the making of gas. But the last time I examined the situ¬ 
ation, last June, when I was employed to do that by the city of Springfield, Mass., 
itound that oil had fallen again and was not much higher in June than it had 
oeen l years ago. I was out at Toledo and got the oil quotations there, and at 
utusyiUe and found crude oil had fallen to nearly what ft was 2 years ago. 

f ‘ nU Phillips.) It has fallen somewhat since that?— A. Yes. 

„ D * Wri 8 ht ’ B report, which has already been referred to, he gives the 

cost of the manufacture of gas for several hundred gas companies which were 
wining to allow him to see their figures provided he would not reveal the names 
or the companies; you will find in looking that over that they admit that the cost 
or putting their gas in the burner in the larger companies, aside from taxes and 
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depredation, was only about 46 cents at the time he made his investigation 2 years 
ago. Adding say 5 cents for taxes and 7 cents for depreciation yon bring it up to 
#8 cents. Add to that a profit of, say, 7 per cent on the structural value of, say, $4 
per thousand feet, and you will bring it up to 86 cents. Carroll D. Wright reaches 
the same thing in another way, and reaches about the same figure for the larger 
companies as the cost including all these items. But the average price of these 
large companies, producing over 500,000,000 feet a year, is $1.12, or 24 cents more 
than the above-named cost—$1.14 for the average, I would say, is charged by half 
of the companies he investigated having an output of over 100,000,000 feet a year. 

It is unnecessary to dilate on this further, but it indicates the possibility of over- 
capitalisation caused by the enormous profits in the large cities. I am not speak¬ 
ing of the smaller cities, where there is not so much. I might add a word there 
in regard to the same possibility in street railways by this consolidation. 

Q. (By Mr. Farqchar. ) Have you any knowledge of what the bonds and stock 
were sold for at the initiation of any of these plants?—A. X have looked it up in 
some rases. I have not the exact figures with me. 

Q. Have you any approximation about it in your own mind?—A. I can not give 
any one company. I can give you the general situation that prevailed in many 
of them. They would go to the broker and make arrangements with him that if 
he would float their bonds he could have a large block of the stock as a bonus, 
and a commission on the whole transaction. In order to get the capital many of 
these companies do this, and find a necessity in a way, running things as they do, 
to overcapitalize, but they go beyond any necessity of the matter for the reasons 
that I gave above. 

Q. What do you mean by overcapitalize?—A. I mean that the stock they issue 
is in excess of the cash that is received. In Massachusetts the law does not allow 
them to issue stock or bonds except in the open market for cash received. They 
can not give bonuses that way. 

Q. That does not prevail in the other States?—A. In the other States there is 
no limit. 

Q. Suppose you have a shrinkage in the first securities put out of 15 per cent, 
would you not put the 15 per cent on the next stock to cover it?—A. There is, as 
I indicated a moment ago, a very great temptation to do that. 

Q, Is there not a positive necessity for it?—A. It is possible in Massachusetts 
to float their stocks without it, where the law prevents it and I think if possible 
there it would be possible elsewhere. 

Q. The shrinkage that is sustained by the enteiprises at the initiation of the 
company—is it not fair that that shrinkage should be made up by the issue of 
stock over and above the par value? You are not floating your stock at par in 
any new enterprise.—A. In most cases, if they were not allowed to capitalize 
beyond the cost of their plants, I do not think they would find it so difficult to 
sell their securities at par and a great deal above par. There is now much suspi¬ 
cion of there being agreatamonnt of water in their stock; but if companies would 
issue stock only for cash equal to the par value of the stock or to the market value 
when above par, their ability to make money is so well appreciated that their 
stock would sell, I believe, at a great premium—if it were not known that they 
were so badly inflated. But if you come to the case of a small company in a 
small place, where it can not sell its stock at par, your question then is a more 
difficult one, but in that case it would be better to sell the stock at auction for 
what it would bring. Of coursevou have to sell enough stock or bonds to get the 
money to construct the plant. That is true, but I would not give stock in the form 
of a bonus, but would preferably sell the stock at a discount below par, if necessay, 
so that the public and the consumer and the stockholder would know just what 
the whole thing would cost. 

Q. (By Mr. Phillips.) Is it a fact that a large per cent of these companies issue 
preferred stock to the full amount of the value of the plants they take in and the 
common stock as a bonus, and the common stock is frequently larger than the 
preferred stock?—A. Yes; and frequently the bonds represent all the cost, and both 
the preferred and common will represent nothing but earning power. 

I was going to compare the street railways and the steam railways in this matter 
of capitalization, we read a good deal about the overcapitalization of our rail¬ 
roads. Two years ago, when I made a special study of this, I fonnd the steam 
railroads of the country were capitalized at $58,610 per mile, but the street rail¬ 
ways are capitalized for $60,000 per mile, one-third more than the steam railroads. 
They do not have to pay for rights of way. They do have to pay somewhat more 
for powerhouses, but it is questionable whether the total cost is much greater; 
and the steam railroads are known to be capitalized beyond the cost of construc¬ 
tion. The reasdn that this stock can be floated becomes evident when we see the 
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income. The net income above operating expenses per mile of road ig over 50 per 
cent greater in the street railways than in steam railways. The net income of 
steam railroads that year was $2,050 per mile, and in the case of street railways 
it was $8,800 per mile. 

Q. (By Mr. Kennedy.) Yon mean mile of road?—A. Mile of single track, I 
mean to say. The entire passenger receipts on the street railways are half as 
mnch as the entire passenger earnings of all the steam railroads or the country, 
namely, about $150,000,000 on the street railways and a little over $800,000,000 
passenger earnings on the steam railroads. 

So the problem that confronts the investigation of city monopolies is the same 
that connects itself with trusts and railroads as far as concerns overcapitalization 
and concentration of ownership. 

Then another thing usually operates—that of secrecy. There is great secretive¬ 
ness in the organization of these companies. Even the United States Govern¬ 
ment has not ventured to publish the names of the private companies from which 
it got returns as to the cost of operation of gas and electric-light companies; that 
is, they could not get this information from these public monopolies except under 
the pledge of absolute secrecy. 

Q. Is not that the course the Government has to pursue in getting information 
from many other corporations—manufacturing corporations, etc.?—A. Yes; but 
it strikes me there ought to be a difference, because of the different nature of the 
business, where monopolies like the railroads get the right to exist from the 
State, the right of eminent domain, the right to use the streets and highways, and 
which in fact are recognized as quasi-public corporations. It seems to me the 
people have a right to demand publicity, and that is one of the points I wish to 
make a little later—the importance of uniformity of accounts and publicity in the 
case of these monopolies and in the case of municipalities also. 

Thus I have attempted to show the reason why these matters should be more 
thoroughly investigated than they have been investigated, and investigated, I am 
glad to say, by this Commission. I really believe here is a great opportunity to help 
throw light on one of the darkest phases of our public affairs, the one in which 
there is more secrecy than there is even in the railroad question, and one which 
will directly help to solve the railroad question and point the way to other things. 

There have been various attempts to solve the municipal-monopoly problem. 
One method allows these companies to remain in private hands and attempts 
through city and State action to regulate them; another method, direct public 
ownership and operation. There is a third—ownership without operation, where 
the State or city owns, we will say, the track or the pipes in the streets. There 
is scarcely any of that in America, however, and in England it has been almost 
entirely confined to street railways, or tramways, as they call them over there, 
and has not been altogether satisfactory except as a stepping stone to public 
ownership. I am inclined to think—and in that I differ, I know, from some who 
favor the step very strongly—I am inclined to think there are engineering reasons 
for having the ownership and operation united, especially where the successful 
operation requires constant readaptation of the roadbed or of the mains in the 
streets; and they are coming to that conclusion in England, and are entering 
direct public ownership and operation. A good many in this country are begin¬ 
ning to regard public ownership and private operation as a very good method of 
satisfying the conditions of the problem. Although I do not consider it ideal, it 
would probably be an improvement on the present system, especially if financed 
as the rapid transit road now under construction beneath the streets of New York. 

There are only two places in the world where, I think, we have any large degree 
of public regulation qf private ownership. The two countries which nave at¬ 
tempted to regulate private management without directly owning are England 
and Massachusetts. In both countries a considerable measure of success has been 
attained. I have already referred to the success in Massachusetts in preventing, 
to some degree, overcapitalization, 

Q. Do you intend to describe that method?—A. I can describe it if desired. I 
might, perhaps, stop a moment to do that. The law in Massachusetts has created 
two commissions, one a street-railwayand railroad commission and the other the 
electric-light and gas commission. These two respectively have control of the 
capitalization and, to a considerable degree, of the charges of their respective 
companies. They have the right to compel the companies to give reports as com¬ 
plete as the commissions may demand. They enforce that right. They do not 
always publish all the facts that they gather. They are not publishing all of the 
details of cost in the electric-light and gas enterprises, and they are very much 
criticised for that, but their friends defend it on the ground that the public is not 
yet sufficiently interested in the subject to enforce it against the objections of 
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the companies; but the commiesion gather quite full data for their own use. It 
has the right to even prescribe the methods of bookkeeping to these companies, 
but they have not, so far as I can learn, exercised that to any considerable degree. 
They have the right to send their auditors to these companies and examine their 
books. They do that sometimes when there is complaint as to charges. These 
commissions claim to be judicial bodies. They do not look around ana see that a 
company is charging too much for its services and order a reduction, but they 
wait; and the law unfortunately expects them in most cases to wait, I think, 
although they are at liberty in their reports to give more data and be more aggres¬ 
sive than they are. But they are not supposed to take any direct action unless 
there is complaint by either the public officials of the city, mayor and council, or 
by 20 consumers; at least, that is the case with gas and also electric light; and then 
a hearing is ordered, and all the evidence is brought in by the complainant that he 
desires to, and the commission makes further investigation of the books of the 
company so far as it desires. 

The results I have explained somewhat at length in a book on municipal monop¬ 
olies, published in the spring of 1899. 

Q. (By Mr. Phillips. ) How do they enforce their decisions—this commission?— 
A. If their decision is not obeyed, they can appeal to the attorney-general and to 
the legislature, and the legislature may make special orders. There are some 
penalties in the law itself, and the legislature can make special penalties for 
special instances. There had been no appeal against a decision of these commis¬ 
sions for a number of years until the Haverhill gas decision last year, and that 
appeal has been taken to the United States courts on the ground that the commis¬ 
sion reduced the price too much. 

Q. (By Mr. Litchman.) I think it would he well for you to speak of the pro¬ 
vision or the Massachusetts law that prevents municipal acquisition of electric- 
light and gas plants without first purchasing the private plant already existing, 
if one does exist.—A. Yes; that is very important. The people in Massachusetts, 

I was going to say, were not altogether satisfied with the working of thiB commis¬ 
sion. I think the sentiment is that the commission has done good, but there is a 
rapidly growing demand to proceed another step and undertake to directly oper¬ 
ate many of these plants, in fact, there are a considerable number of munici¬ 
palities that have undertaken municipal operation of electric-lighting plants in 
Massachusetts, and there are three comparatively small places—Middleboro, 
Wakefield, and Westfield—that have done the same in gas, but they have been 
slow about going into it in Massachusetts, because the law of purchase is such 
that they must buy out the existing plants, which it seems to me would be entirely 
fair, if the law fixed the price at the original cost, less depreciation—that is, at 
the structural value of the plant, or even at that plus 10 or 20 per cent, or what¬ 
ever may be decided upon as a reasonable addition to cover the possibility of error 
and to be liberal with the company. Instead the law provides that the court 
shall select referees to determine the price, and the law seems to imply that, while 
they shall not take account of the probable increasing of earnings that shall come 
with the growth of the oity, they are to take account of the existing earnings. 
Practically, therefore, these referees fix a price based on present earning power. 
Now the State has the right in Massachusetts to reduce charges. But, although 
it has that right, it provides that the cities must buy those companies as though 
that right did not exist—that is, as if they could always continue to charge the 
existing rates; and there is a growing demand in Massachusetts for some amend¬ 
ment in the conditions of purchase. There is also a feeling that the commission 
should take the public more into its confidence in the publication of results that 
it gathers from the reports of the companies as to the cqst of operation. I was 
employed recently in the case of the City of Springfield v. The Gaslight Company 
before the commission, and although a good deal of information was furnished, 
the commission would not order the company to report what it was paying for 
coal or oil, although it was conceded and claimed by the company that that was 
a vital matter, as it would prevent their making a reduction in the prk^j yet the... 
public was not allowed to know, or the mayor or the attorney, except a| we could 
guess by studying the situation in the neighborhood. Now, it is held in Massa¬ 
chusetts that this is too great a degree of conservatism and that there should be 
absolute publicity as to all points germane to the issues at hand. 

Q. Can you speak of any instances where purchase has been attempted by 
municipalities and this provision of the law has operated to the detriment of the 
municipality?—A. There are several cities: Chicopee Falls, Chicopee, and Glou¬ 
cester. But there are several others in the eastern part of Massachusetts that 
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plants after they bonght them, although they had paid not only what the plant 
cost originally bnt in excess of it. Bnt I still think the Massachusetts commission 
has given us some valuable lessons, and has gone a long way toward securing 
the publicity which is needed even under public ownership. They have com- 
pellM both the municipal and the private plants to keep their books according to 
the direction of the commission, and to make uniform reports. I believe, if 
anything, they control the municipal bookkeeping quite as much as they do the 


private. 

Q. (By Mr. Kennedy.) Does the consent of the commission have to be obtained 
before there can be any increase of capitalization?—A. Yes. 

In England there is great interest m regulation; but, after all, the tendency 
toward public ownership is proceeding with great rapidity, more so, if anything, 
than here. 

In England regulation mostly takes the form of bills in Parliament at the time the 


company is started, or subsequent bills whenever the company wants to increase 
stock and bonds. The companies in England can not increase their capitalization 
without special permits, and they are only allowed a permit for such an increase 
as the wants of the company at that time call for. As the plant grows with the 
growth of the community, they have to come to Parliament again in 10 to 83 years 
for another grant of power. They can not even buy an extra foot of land without 
going to Parliament for permission, and then comes an opportunity to investigate 
their charges and their efficiency of service, and there is a cluh constantly held over 
these companies to keep their accounts in proper shape. It is a very effective one, 
and thero is no stock watering allowed there at all. Then there is an audit of 
accounts—a public audit of many of these private companies by central boards. 
Not in all cases, bnt take electric lighting; in electric lighting the private com¬ 
panies have to submit their complete returns, and I think their accounts are sub¬ 
ject to examination by the board of trade. These reports are not published, but 
are accessible to anybody who wants to go there, and are practically published 
every week as they are made. The accounts of municipalities are very carefully 
audited. There are two independent sets of auditors, an auditor elected by the 
city council and an auditor elected at large by the people, and these are a check 
on the other. The English auditor seems to have a greater reputation to main¬ 
tain than elsewhere, and they are very independent. They are almost a fourth 
body—a fourth cog in tho wheel of government. A very admirable illustration 
appeared of this last month in the city of Manchester, England. One of the city 
auditors in auditing an account camo to the conclusion that the head of the board 
of aldermen, Mr. Higginbottom, who had been asked by the city council to be their 
Lord Mayor for the next year—Mr. Higginbottom was denounced by the auditor 
in a public statement to the council giving all the details, to the effect that in 
auditing the accounts of the electric-light and tramway companies—plants owned 
by the city—he found Mr. Higginbottom was interested financially as a director 
in certain companies that supplied electrical machinery to other companies that 
had contracts to construct track and miles of wire, and so on, for the city. That 
might not look to an American, who is accustomed to far worse things, as being 
very dishonest, because the contracts always went to the lowest bidder, and there 
was no evidence that any injury had been done to the municipality. Neverthe¬ 
less, Mr. Higginbottom was immediately forced by public opinion to resign from 
the council, giving up his hope of being Lord Mayor, and was retired forever to 
private life; and the council passed a resolution that they considered it essential 
to the development of municipal activity that no city official should be found 
indirectly interested in any contracts for the city while he was an official. Now, 
the auditor rendered that possible. .He knew the facts and was independent 
enough to bring them out. The great lesson we get, I think, from the attempted 
regulation of these things, both in England and Massachusetts, is the importance 
of publicity, the importance of public accounting which shall control both the 
munickalities and the private companies furnishing these quasi-public lines of 
work. &nay say that in England the central governing body, the local govern¬ 
ment board, audits the county reports, and those of the poor-law guardians. The 
reports of the municipalities are not directly audited as yet by any central body, 
but the demand for it seems to be growing, although there is not so much need 
of it there as here, because these locally selected auditors that audit there, with 
all their independence and powers, seem to preserve the English cities from abuses 
that exist here. We need it, and I want to call attention to the great work that 
is being done in Wyoming, which is the only State in this country which has 
attempted to audit all municipal and county accounts. All accounts of all the 
counties and subordinate local bodies in the State of Wyoming have to be audited 
bythe State auditor, who prescribes their methods of bookkeeping, and many asso- 
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oiations in this country, like the American Economic Association and the New 
England waterworks Association and the street-railway and electric-light associa¬ 
tions and others, are all moving in that direction. Many of them have already 
indorsed the demand for at least a public audit of municipal work—and the demand 
is also growing for similar publicity with regard to all these local monopolies 
even when in private hands. I was very much impressed with its importance, 
when some 8 years ago I was asked to go to Albany to assist, by appearing before 
committees or the house and senate, the passage of a bill relating to New York gas 
companies. They were charging $1.25 a thousand feet. There was every reason 
to believe that the price should not be in excess of 75 cents, or probably should 
be less than that, because the average price in England is only about 75 cents. 
Take the companies right through, large and small together, and the cost of coal 
is higher in England than it is here; labor is less; material is about the same; oil 
is higher there. On the whole, there is no great reason to think that the cost 
should be very different, and yet the cost was very much higher here. Since 
precise data is always needed and usually lacking we put in our bill a provision 
giving the comptroller of New York City the right to audit all accounts of the 
New York gas companies, and that was stricken out by the friends of the com¬ 
panies as apparently one of the most dangerous things in the bill. They even 
felt more terrified over that than they did over the small reduction in the price 
which was finally secured, of 5 cents a year for 5 years until it comes down to 
$1, which it will just reach next January. 

Now, turning to municipal ownership, the best place to begin, I think, is Eng¬ 
land, because they have had longer experience. The movement has been checked 
or kept back in the matter of water and gas by the same difficulties that have 
confronted the extension of it in Massachusetts, namely, the high prices that must 
be paid to buy out the plants. Before the interest in the subject had become 
very great in England all private companies had secured perpetual franchises in 
both water and gas, subject only to the prospect of being regulated whenever 
they came up to Parliament for additional borrowing powers, as I have already 
indicated; and the English have a very keen regard for so-called vested interests. 
They have not gone so far as the American people, in recognizing the legis¬ 
lative right to reduce charges. Consequently, without much prospect of Parlia¬ 
ment's reducing charges, although it legally has the right to do so, the companies 
were protected by the high price that they could expect to get if they were bought 
out. In spite of that, however, within the last 10 years some 40 gas companies 
have changed from private to public management, and over half of the water 
companies are publicly managed. A little over half of all the gas sold outside 
of London is made and sold by municipal plants. In the case of electric lighting 
and street railways, which, of course, are a recent development, the public had 
become awake to the dangers of perpetual franchises and the high prices that 
would be paid in purchasing them; consequently when they were chartered 20 to 
80 years ago they were only given limited franchises, for 21 years in the case of 
tramways, and 42 years in the case of electric light—some of them even only 21 
years; and in other cases the cities decided to begin by direct construction of their 
own plants and not have any private plant at all. That has particularly been the 
casein eleotric lighting, which is still more recent, of course, than street railways. 
The result of that is that nearly one-half of all the electrical supply, both for 
lighting and power purposes, in England to-day is in the hands of the cities. 

In England this summer, where I had special opportunities for examination, 
as I was over there making some special studies for the United States Department 
of Labor, having letters in that way to Government officials, I took occasion to 
visit the municipalities that were trying these various undertakings in England 
and Scotland, and I went to 20 or 80 of the leading municipalities, and had letters 
by which I was able to have interviews with some of the managers of the private 
companies—some of the largest, such as London, Sheffield, Liverpool, ana so on. 
Attempting to find out just what was the real result, what both enemies and 
friends of municipal operation could say, I found that in the case of tramways 
and electric light and water there was a special satisfaction with the results of 
public management. The private managements claim, however, that they had 
been unduly handicapped by the fact that they had only had short franchises. 
Whatever may have been the reason, the transfer to public management had 
been attended with enormous development of plant and output and large reduc¬ 
tion in charges; but I did feel that perhaps the fairer comparison would be that 
of gas, where there had been no complaint on the part of the private companies 
that they had been handicapped, so I made a special comparison of municipal 
and private gas works in England and Scotland, and there I found that there 
were both advantages and disadvantages, or advantages and difficulties, that 
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confronted the municipal management of these undertakings. I found on the 
whole that the greatest difficulty consisted in keeping the workingmen quite as 
energetically at work in public as in private management. They were well paid; 
but they had not yet fully appreciated that they were working for all of us; 
but public employment created a somewhat higher morale—a better feeling of 
public responsibility than working for private companies. In some cases they 
might have felt that, working for the community, they perhaps could be pro¬ 
tected by the council if they didn’t work quite so efficiently. However, no 
great harm had come from this, because the municipal councils in England 
are composed of a very fine class of men, not only business men, but of labor 
leaders. There are very few political heelers there, and boodle is almost unknown 
in any direct form. I found prominent labor leaders like John Bums, Keir Hardie, 
and others awake to the fact that the workingmen don’t yet fully appreciate all 
the new responsibilities that were being thrown upon them, and were themselves 
beginning to develop and cultivate this sense of civic responsibility among them. 
I found also some complaint by some engineers that it was harder to get a rise of 
salary in a public plant than in a private, because it required so much publicity; 
it was discussed all over the city, and it was a little annoying to them, although 
it was not a very serious matter except to the nerves; but they said there was 
more liberality in paying engineers than there used to be, 

ty (By Mr. Conges.) You refer to civil engineers?—A. Superintendents and 
civil engineers. I found that the tendency of public employment was to remove 
the abuses in the labor conditions, reducing hours and improving conditions every 
way. They did not, 1 think, attempt to go so far in these respects in England as 
perhaps in some American cities, where politics controls more than anything 
else. In the matter of wages they did attempt to pay the standard trade-union 
rate in municipal employment. 

Now, in tramways it has been the case that many private tramway or street- 
railway companies have refused to recognize unions and work their men very 
long hours. When the municipality took hold it introduced trade-union rates of 
wages and hours, etc. They did not attempt to go above that, but attempted to 
attain that level, but where there was no trade-union rate they attempted to 
give a decent scale of living. 

The advantages which have come from municipal operation over there seem to 
be twofold. One was the financial matter. As a matter of fact, they were charg¬ 
ing, if anything, less to the public than the private companies were charging. 
There is a slight advantage in the matter of lower charges, and with the same 
service or even better service. I found a financial advantage, however, that was 
especially spoken of—they could borrow at from 3 to 3t per cent, while private 
companies were expecting to earn 7 to 10 per cent, and this allowed a large profit, 
which could be used for the public treasury, or it could bo used, as some cities 
are using it, to reduce the prices. I was surprised to find that what many would 
expect to be the weakest point in public management was the strongest over 
there, namely, their enterprise, their readiness to introduce the latest machinery 
and inventions. That was accounted for partly by the fact that they were paying 
higher wages and working the men less nours than many of the private com¬ 
panies, principally in tramways, and they therefore felt the desirability of having 
as much labor-saving machinery as possible. In the next place, they could borrow 
money much cheaper and get a good deal more of it, the city credit being much 
totter than that or a private company, and they therefore were willing to put in 
the very test machinery without very much regard for expense, although they 
had always to have it properly recommended by competent engineers, and they 
had to have it submitted virtually to engineers selected by the central board of 
trade or local government board. There was full supervision to see that there 
was no abuse m the matter. Then municipalities also have the tendency to 
reduce prices in their undertakings, and those reductions surprise them in their 
results. Consumption is increased even more than expected, preventing a loss 
which otherwise might have resulted. The companies are a little slower about 
any initiative in the reduction of rates—they are getting a good thing and they do 
not care to run a risk of losing it. The municipality, however, is directly influ¬ 
enced by public opinion and reduces the charges. There is one other advantage. 

Q. You said a moment ago that you made a comparison of the efficiency of the 
service rendered by the municipality and the private corporations, and I was 
going to ask if you made a comparison as to the cost of production of gas by the 
P^yateand municipal plants?—A. Yes. I was especially trying to study that. 

<q. What was the result of that investigation?—A. There was very slight differ¬ 
ence in operating expenses aside from interest and dividends. There seemed to 
te a tetter opportunity for studyingitin the case of gas than in the other case, and 
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so I especially studied it there. I found that Field’s analysis, which is the recog¬ 
nized standard authority all over the world, groups a lot of companies together, 
and shows very slight differences in operating expenses. Then I made other 
studies, and talked with engineers in many places. They said that there might 
be an increased labor cost if it were not for the fact that in municipalities they 
put in more machinery, which counterbalanced any tendency to increase the labor 
cost, making a net result of slightly lower operating expenses before you get to any 

n ition of dividends at all. That was rather surprising. One might expect to 
that public management would be a little less efficient. They all admitted 
that they had to be a little bit careful to always try to get the workingmen to 
realize that they were now working for the public, and not working where they 
would not be properly supervised and could safely shirk, but although they had to 
face that difficulty, they had not been much injured by it, and in many cases not 
at all; Scotland especially not at all. 

Q. I understand, then, that you found that the labor cost was slightly; increased, 
but that the net cost in the production of a thousand feet of gas, we will say, was 
a trifle less than in the case of private companies, because of the improved machin¬ 
ery that was frequently used?—A. That was almost right; not quite. The actual 
labor cost was not increased. It might have been increased had not machinery 
often been substituted for labor. If they had kept the old machinery, they prob¬ 
ably would have had a slightly increased labor cost, but they put in s'o much new 
machinery that the actual results, when you come to tabulate them, of the cost of 
labor per thousand feet was less, as well as the salary account, although the men 
were being paid better wages. 

Q. But the net cost of production, then, exclusive of dividends and investments, 
was less?—A. Yes, was less; but the difference waB not large; it was very slight. 

Q. (By Mr.A.L. Harris.) Do I understand the introduction of better machin¬ 
ery and better appliances reduced the number employed?—A. It virtually did 
that. The way they frequently manage it is this: The municipal plants are 
growing rapidly, owing to the fact that they cheapen the price, or that the com¬ 
munities are growing. Now, the introduction of this machinery does not usually 
lead to the discharge of men. but it enables them to get along without adding to 
the force with the increased consumption, so that it results virtually in less 
labor, although it might not result in the actual discharge of anybody. They 
always let some men go in summer on account of less consumption of gas than 
in winter. In the fall they would not, perhaps, put on as many men, the machin¬ 
ery being gradually introduced and being accompanied with such a correspond¬ 
ing increase of output all the time. There is actually a less number of laborers 
for a given output than there would be if they had not had the machinery, of 


course. 

I was going to speak of one other result, namely, the moral results on the 
council, that is, a better class of men have been willing to go into the city coun¬ 
cils and are even eager to go in. One of the best illustrations of that that I came 
across was at Birmingham, although I was confronted with it everywhere. 
Years ago, before Mr. Chamberlain took the lead in securing public management 
of gas works at Birmingham, it was under private management, and the presi¬ 
dent was a very able man. His son is now, 1 understand, either chairman of the 
gas committee or is seeking to be its chairman of the gas committee. He is in the 
council and his great ambition is, as chairman of the gas committee of the coun¬ 
cil, to make as great a record in the city of making the gas works as his father 
made in running the private gas works under the old conditions. Otherwise that 
man never would have wanted to get in the city council at all. In general, I have 
discovered a tendency for the business men, the energetic and upright leaders of 
the community, to have an ambition to serve on these committees that manage 
great financial interests more than formerly prevailed, and it is beginning, I 
think, to reach down and affect the engineers and superintendents, and it is 
thought that it will ultimately reach the labor forces; but it is rather recent yet 
and that remains to be seen. 

Now, in America the results of municipal ownership are mostly confined to 
water, since there is very little else except in electrio lighting, which I will speak 
of in a moment. It is very difficult to study, the water question satisfactorily, 
because of the enormous character of the study and the little information that we 
have. That is true of all municipal matters in America—the lack of uniform 
accounting in either publicly managed enterprises or privately managed monop¬ 
olies accounts for that. But some things seem to stand out very clearlyin the 
water question, from all the facts attained, such as the late report of the Depart¬ 
ment of Labor and other reports that have been made from time to time. One 
Of the things that stands out most conspicuously is that the charges are lower 
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usually under public management. Another fact usually is the increased number 
of ftrehydorants and the extensions of mains to suburbs to supply all the commu¬ 
nity. Following that, although it has not been very much investigated, there 
seems to be often some tendency to reduce fire risks, fire hazards, and all that. 
There is a growing desire to inefease the number of municipal waterworks—the 
number is increasing. Not long ago I noticed that in our largest cities there 
was only, I think, one instance of a waterworks that originally started in public 
hands going back to private ownership, and that one, New Orleans, has returned 
to city management. In the same list of over fifty largest cities there are 20 
instances of change from private to public management. 

Q. (By Mr. Conger.) Could you furnish us with either a list or summary of 
the number of cities of. say, 50,000 inhabitants or moro which have the munici¬ 
pal water plant and those whose water plants are in private hands?—A. Yes; I 
can. Of the 78 cities of over 50.000 population in 1000 only tho following 1!) have 
private ownership of waterworks. San Francisco, Cal.; New Haven, Conn.; 
Paterson, N. ,1.; St. Joseph, Mo.; Omaha. Nebr.; Los Angeles, Cal.; Memphis, 
Tenn.: Scranton, Pa.: Bridgeport, Conn.; Oakland, Cal.; Des Moines, Iowa; 
Utica, N. Y.; Peoria, Ill.; Charleston, S. 0.; San Antonio, Tex.; Elizabeth. N. J.; 
Wilkesbarre, Pa.; Kansas City. Kans.; Portland, Me. 

Q. (By Mr. Litchman.) How far is the claim made by the advocates of pri¬ 
vate ownership that an advantage, which is only an apparent advantage, is given 
to municipal ownership by the fact that interest on the cost of construction is 
not reckoned as an element of the cost of the municipal plants?—A. I will take 
that up right now, although I had planned to speak about the electric light, hav¬ 
ing spoken of water, but I will be glad to put it in right here. The common com¬ 
parisons that we come across of the charges and profits of municipal plants in 
this country are criticised with considerable justice. Unless the plant has beon 
paid for out of the net earnings, as in some cases is true, like the Richmond Gas 
Works and Philadelphia Gas Works, and in many other cases, hundreds of them— 
unless the plant has been paid for out of the net earnings, interest on the cost 
must be included in the expenses. Then, too, there are the taxes which a private 
company would pay if itwas managing it. 

Q. If the interest is reckoned, and the taxes paid by the private corporation, 
does not file consumer have to pay it?—A. I think, perhaps, I had better answer 
this way; In comparing a public and private plant, account will naturally be 
taken of the difference in charges. Assume that the advantage is, as it probably 
would be, on tho side of the municipality. Then we want to supplement that by 
the question whether the municipal plant has counted in its cost all its expenses. 
Having already put down as an advantage the difference in price, we can not 
count that over again. But now wo will consider, in the first place, what the total 
income to the city from the plant was, and then how much of that went to operat¬ 
ing expenses; secondly, how much would have been absorbed in interest; third, 
how much the loss is in taxes, which would have been paid if a private company 
had been supplying the product. 

Q. Would not the private corporation have charged that cost to the consumer 
m the price of the product delivered?—A. That is true. 

9' Well, then, in the last analysis is not the cost piled up by the private corpo¬ 
ration?—A. I see what you mean. I think perhaps I can explain the situation all 
right so we will both agree on it. If you aro comparing what the public plant is 
charging in this city, we will say, for water, with what a private company would 
charge, then your point of view is correct. If you are comparing what the cost 
of water may bq in Washington, under public ownership, with what it might be 
in some other city actually supplying to-day under private ownership, then you 
agree with me, and that is the way the comparisons are usually made. 

Now, to go on with the water question one step farther. I think I have come 
across a pent many waterworks engineers that seemed to have a great sense of 
public spirit in the management of tho enterprise, who were very proud of the 
fact that they were connected with a public enterprise, and I believe are doing 
as good work as is done anywhere in the country. The sentiment is becoming 
almost overwhelming that water should be owned and managed by the commu¬ 
nity. The question at issue more relates to gas, electric lights, and street rail¬ 
ways. I think the principles are very much the same in those cases, but it is only 
a question of expediency how fast to go. I do not expect we can go suddenly 
from one system to another. I believe, whether we like it or not, we will admit 
the tendency is toward municipal ownership. I do not expect, however, it will 
become universal in our lifetime, but that it will grow relatively faster than pri- 
°wneiship seems to me the teaching of history. 

That is true of electric lighting. I was going to say with regard to electric 

16a-7 



98 


INDUSTRIAL COMMISSION I—TRANSPORTATION. 


lighting that while the amount of capital invested in public electric-light plants is 
but a small percentage of the total, that is not quite fair evidence of the interest 
in the subject of municipal management of electric-lighting plants. These plants 
are kept back by hostile legislation. Many legislatures are so much dominated 
by the interests opposed to public management that they refuse to allow cities to 
operate plants. Especially do they refuse to allow them to sell electric light to 
private consumers, and that very much checks the growth of these plants; or 
they pass laws regulating the terms under which they must purchase private 
plants. 

Q. Like Massachusetts?—A. Like Massachusetts; and Connecticut is still worse; 
but, despite all this, these plants are growing. I think some of the best electric- 
light plants of the country are now public plants, as in Chicago and Detroit. 
Under the present superintendent, Mr. Ellioott, backed up by civil-service rules, 
the cost of operation in Chicago fell from about $116.76 in 18115, for arc lights, to 
$55.93 in 1809. I may say the Chicago plant is the largest electric street lighting 
plant in the world owned by a municipality. 

In Allegheny, with 1,800 arc lights, the operating expenses last year were $47.35. 
Add 4 per cent interest, and even 5 per cent for depreciation, and add such taxes 
as a private corporation would have paid, and yon only bring it up to $71.17. 

In Detroit, which has about 3,000 arc lights under public management, the 
operating expenses last year were $40.30 per arc light. 

Q. (By Mr. A. L. Hakris.) Are each of the same candlepower?—A. Yes; each 
are of the same candlepower—about 3,000 nominally. 

Interest at 4 per cent on cost adds $13.89. Depreciation, at 3 per cent, would add 
$10.12. This is from the report of the Detroit electric-light commission. And 
taxes, such as a private company would pay in that city, adds $3.14, bringing the 
total to $66.45. Now, I do not give these various figures to contrast the three 
cities, where prices of coal, etc., differ, but to contrast the charges there with the 
average charges in large privately owned electric-light plants in big cities. 

Take Allegheny, for example. I do not know how it is this year, but until this 
year Pittsburg, right across the river, was paying $95 to $100 for the same kind 
of arc light that Allegheny was getting for less than $75, including sinking-fund 
charges. 

So take Detroit. When Detroit was considering the construction of a lighting 
plant 5 or 6 years ago, the best bid they could get was $103 a year on a 10-year 
contract. The first year or two it cost tnem about $102, after allowing for interest 
and sinking-fund charges. The cost was reduced steadily until, as I just said, last 
year, after allowing interest and depreciation charges, they brought the cost to 
only two-thirds of the best contract the city could get at the time when it entered 
upon the construction of its plant. And yet Detroit has been handicapped by not 
having the economies which would have resulted if it could have also sold to 
private consumers, and tlio additional advantage that many lighting plants get, 
particularly in England, and private companies in this country, where they are 
under the same management as electric street railways and where from the same 
power plant they furnish power for all purposes. 

Q. (By Mr. Conoeh. ) Can you tell us by making a comparison as to the extent 
to which these municipally owned electric lighting plants are allowed to do com¬ 
mercial lighting in this country and in England?—A. In England all ot the pub¬ 
lic plants are allowed to do commercial lighting; in this conntry but a small 
proportion of them, but I can not give you the exact figures npou it, I do not 
know that these facts are available. That is one point that would be very good 
to investigate. In Massachusetts they are allowed to do it. 

Q. Is it a fact that a very large majority of the municipally owned electric 
lighting plants in this country are doing what is generally termed public lighting 
only?—A. That is true. It seems to bo the theory that the city is not justified in 
doing commercial lighting: that its functions should bo that of lighting its own 
streets; but it seems to me that it is a function of the city to look out for the 
interests of its people. The moment you recognize that lighting is itself a 
monopoly, although of course it is right to treat the private company already in 
the field fairly, I think it ought to be bought out. I do not believe in a city going 
ahead without any consideration for the existing company, although I do not 
agree eithei with the Massachusetts law, which compels such a high price. 

In considering the development of the electric light, I tried to make a good 
many comparisons in this little book on municipal monopolies, published by 
Crowell; and I notice Carroll D. Wright, on a slightly larger scale, made compari¬ 
sons in his last report, selecting and classifying plants, public and private, in 
groups according to the number of hours and according to their magnitude. I 
attempted to do it according to the cost of coal, too, for that is a very important 
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factor. Both his figures and mine indicate the superiority of municipal opera¬ 
tions. When I classified all the plants of the large industries together, there 
were a few plants that had been sold and gone back to private management; but 
I have noticed in my attempts to study it For some years that for every plant that 
has gone back to private management there are probably 20 that have turned 
from private to public. And, further, we speak of some public plants having 
been financial failures, but you will see even some private companies that have 
gone into bankruptcy and failure. 

Q. (By Mr. A. L. Harris.) Have you investigated the cause of these fail¬ 
ures?—A. Generally speaking, the cause of these failures has been the spoils sys¬ 
tem in politics. I should say broadly that was the chief factor. Sometimes there 
has been connected with it the lack of general business sense in the council, lead¬ 
ing to the selection of a poor engineer or to not improving the plant sufficiently 
and equipping it up to date. That is another factor. The two generally are apt 
to go together. But it is evidence of the vitality of the movement that despite 
these tremendous drawbacks it is still growing so rapidly. I do think its growth is 
greatly restricted by these handicaps, and that there will come a new interest 
in the improvement of municipal government when there is brought home to the 
people more than it has thus far been the relation between the reform in govern¬ 
ment, civil-service reform, etc., and the possibility of extending the management 
of the monopolistic industries. Now,lam not a socialist, and do not believe that 
all industries should bn owned and controlled by the people. I think where com¬ 
petition continues that it should be allowed to continue, and I expect that cqm- 

I ietition will always continue in many lines of business; but where competition 
ireaks down of its own weight, and monopoly comes by apparently an evolution 
of things, then the public must control it m some way. I do not even say they . 
have the present capacity to own and operate all of them, hut they should begin by 
learning through publicity of acccmilts what profits these monopolies are making, 
and by seeing what can be done through regulation and taxation. But experi¬ 
ments in municipal operation should be at once undertaken and the causes of 
success or failure should be carefully studied and widely noted. 

I was going to say right here, I think the greatest trouble in the civil-service 
reform movement thus far in this country lias been, not that tile leaders of it have 
not had the best intentions, but they did not have popular sympathies and wanted 
after reforming the Government to put it on the shelf anil have it do nothing. 
As a friend of mine said the other day, he did not see what great advantage there 
was in trying to get a reformed government which was not to do anything 
afterwards. Bnt when people begin to see a connection between the improving 
of the Government and having it practically useful in a cooperative way, and in 
bringing them to that possibility of living more remote from the city through 
cheap transportation, cheap fuel, cheap light, and all that—for gas is coming 
more and more in use for fuel—and cheap telephone and telegraph service, which 
I liavo not touched upon to-day; and so on, there will be an increase in that popu¬ 
lar interest in having the Government better managed. 

Q. How far will perpetual franchises interfere witli municipal ownership?— 

A, I am informed by some of the best lawyers, some of whom are still in the 
employ of large private companies, that if the time comes—and they believe it 
will—when the public is ready to treat these companies as they treat each other, 
or, even without going as far as that, when it is simply desired to exercise what 
legal rights the people have, they will find ways of both regulation and of securing a 
purchase at a reasonable figure. Most of theso franchises have defects in them. 
There is many a street railway company in America that has failed to secure a 
franchise for some connection ill the street, and they have constantly to go to the 
councils for some further extensions, rights to tear up the streets, etc.; and then 
in other cases there are reserved rights which the courts are coming more and 
more generally to recognize in the State legislatures to regulate charges and to 
tax by special forms of taxation monopolistic earnings. I have no doubt what¬ 
ever that when the people really wish to take hold of this question they will find 
very many legal ways to get at it without any destruction of our form of govern¬ 
ment, and that the courts will find ways to sustain them. 

Q. (By Mr. Litchman.) It will be somewhat in the way the perpetual fran¬ 
chise of the steamboat route on the Hudson was, which was afterwards declared 
to be unconstitutional?—A. Yes; it will be that. I have heard one of the most 
prominent lawyers in the city of New York say that he thought a 50-year fran¬ 
chise was much more safe than a perpetual, and much less liable to be disturbed 
by the oourts—or a 89-year franchise, or anything of that kind. I was going to 
suggest that there are certain points that a commission like this could very well 
study up and devote a little time to, if so disposed. One is the comparison of the 
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labor conditions in public and private managed monopolies in this country—the 
study of the wages, I mean, the hours of labor, the tenure of employment in pub¬ 
lic and private gas companies, street railways, electric-light and water works. 
That would furnish many opportunities of comparing the two systems. Again, 
municipal accounting. And third, 1 think it might be a very excellent thing to 
tabulate all the facts that have thus far been gathered in this country and 
Europe, whero authoritative investigations have been made on this subject. 
What I mean is this: There has been a late committee in Parliament on par¬ 
liamentary trading. It has not made a report yet, but it lias taken testimony 
all last year—had a stack of testimony that high [indicating] that has not 
been accessible to American readers or to many in Enrope. Now. it would 
be a very good thing to cull the facts out of that testimony. And the United 
States Department of Labor has issued a volume as large as this lower one here 
[indicating]. That has only a very small amount of tabulation and classification 
compared to the amount of data. There is a great deal more to be extracted from 
that report than has been done. There are other investigations that might well 
be put through the crucible and out of it come a digest of what has been gathered. 
This should be done in a perfectly scientific spirit, without attempting to prove 
anything, but just finding out what facts wo have and what they tend to show, so 
far as they are authoritative. Then, if the commission care to go into it, I think 
it would be a capital thing to select some of the leading public and private plants 
in America—not all, by any means, but a limited number, perhaps 25 waterworks 
of each kind, and so of electric-lighting plants. You can not go beyond that, 
because there are not as many public street railways now as in these other depart¬ 
ments; but have the best investigation possible of those plants as typical with 
regard to their enterprise, with regard to their engineering conditions, whether 
they are paying, which plants are most up to date considering the work they have 
to ao, which plants have the best results in operating expenses, in treatment of 
labor, and all that, and in charges, and so on. A very interesting comparison could 
be made along that line, I am very sure, if the commission cared to go into it. Then 
it could work out the capitalization of these companies and the extent to which 
ownership is becoming consolidated. It would be a very interesting thing to 
make a study of the few syndicates that have such weight and such widely 
extended interests all over the country in these enterprises; the street-railw;w 
interests and gas interests as well being not only consolidated, as I say, in on: 1 
city, but the same people controlling them in one city are controlling them in 
others. You will find the Standard Oil Company and its directors are having a 
very large interest in gas and street-railway enterprises all over the country. That 
would be a very interesting thing to bring out, I think. 

Q. (By Mr. Phillips.) You spoke of the telephone and the telegraph?—A. Yes; 
I mentioned that somewhat vaguely. 

Q. Will you please give us some information on that?—A. I will; a little. In 
England this summer I found the municipal operation of telephones extending 
very rapidly. I visited the telephone exchange m Glasgow, where the municipal¬ 
ity will soon begin placing telephones for 10,000 or 15,000 subscribers; anti in 
London they are soon to begin; and the charges are going to be less, scarcely more 
than one-half what the private companies have been charging. The Government 
owns the trunk line in England connecting the various cities, and then the munic¬ 
ipalities are going to construct, and are constructing in some cases, plants for 
their districts. The work, of course, has not gone on far enough yet to know 
what the results will be. They are looking forward with great confidence: and in 
some other countries where they have been managing tno telephones for some 
time, like Norway and Sweden and some portions of Germany, there has been very 
much satisfaction; and that is one reason why they are going into it so much in Eng¬ 
land. I think that in this country there is quite an opportunity for municipal¬ 
ities to develop telephone service in connection with the police and fire-alarm 
system, and to extend gradually. I noticed some little tendency that way in 
Chicago, until a greatly reduced rate was made to the city by the company. 
But for the benefit of the private consumer it would be quite an advantage to 
develop telephone service in this way if you can not secure a reduced rate for 
service in any other way. In fact, I like to see municipal activity develop on 
general principles. I think it tends to increase the interest in government; it 
tends to increase, I think, our faith in democracy if a city finds it is able to man¬ 
age such monopolies as those we are speaking of. Still, I am not wedded to it, 
and, I think, in many cases the public are not ready for it. In many cases we 
have got to go through a period of attempted regulation before the people are 
ready for public ownership and operation, and regulation will not hurt anything 
for any of us, and the more light we can have ana the more publicity the better; 
then we will know more fully what we do need. , 
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Q. (By Mr. A. L. Harris.) It is not universally used, is it, like water?—A. That 
is true; and yet it is astonishing how much the telephone will be used when it is 
reduced. I lived in a town in Kansas—Manhattan—for two years, where the 
rate was abnormally low, although it was owned by a private company. But 
that company was enterprising and believed that it could make more money by 
low charges, and it did make over 10 per cent. But the charge in that town for 
household use was only $1 a month. To be sure that does not mean that they 
could afford to do that in an enormously large city, for this exception applies 
there to a certain extent, that the cost increases with the size of the plant, and 
in most other lines of business it decreases. The number of connections you 
have with others tends to increase the operating expenses somewhat per phone, 
but not enough to justify the large charges in general in cities. In Kansas that 
low price led to almost everyone having a telephone. A dollar a month for 
houses, and a little more in stores, led to almost every family and every merchant 
having a telephone. And I think that reasonable charges for telephone service in 
this country would lead to more than double its use. It would also lead to people 
of more moderate income, of $1,000 or $1,200, using them. 

Q. (By Mr. Conger.) Do you know how many telephones there were in that 
oxcnange, approximately? How much of a city was it?—A. It was a little over 
3,000, aside from the college. 

Q. Did the company make any money at those rates?—A. It did; it made good 
dividends. 

This company that I referred to had 220 phones in that town of 3,000 popula¬ 
tion, of which 170 were in houses and 50 business phones. When you think that 
3,000 population only means about GOO families, 220 phones means one phone in 
every three families. 

Q. (By Mr. Phillips.) Have you any remedial legislation to suggest along 
these lines?—-A. I would suggest that the true legislation probably will have to 
be State legislation; but this commission can recommend uniformity of State 
legislation along certain lines, and it might very well recommend also that a Gov¬ 
ernment department—I suggest the Department of Labor—might continue its 
investigations and systematize tho bookkeeping of cities by an investigation of 
their accounts and a report upon them annually. The United States Department 
of Labor has recently made an investigation of cities of over 80,000 population. It 
might be urged to keep it up ami extend it down to cities of smaller size. 

G. But it has no authority to dictate any form of bookkeeping—the Department 
of Labor?—A. No; but it would have an influence in calling the attention of the 
country to the need of it, the more it tries to get this information. 

Q. (By Mr. Litchman.) Do you find, as the result of this investigation, that 
the law requiring that in Massachusetts, as applied to electric-light companies, 
has worked satisfactorily?—A. That feature of it has, I am sure. I understand 
the gas peoplo themselves and the electric-light people say that in private manage¬ 
ment it has led them to observe how much better some companies were doing 
than others, and has led them to introduce improvements, so that they do not 
object to it in that respect if it does not lead to too much agitation over reducing 
prices. They do not like that, of course. 

As to recommendations further, there might be recommendations to the States 
as to the conferring upon tho State auditor the power to investigate every year 
and audit the accounts of quasi-public corporations using the streets and also the 
accounts of municipalities. I think that would be a reasonable suggestion which 
would not frighten anybody and is right along the lino of what is needed. There 
is nothing radical about it really, and yet it is really radical in its results and 
is one of the most important things that can be done. I do not know that the 
commission had better make any positive recommendations as to the policy of 
ownership. I think the people will decide that question as they get the informa¬ 
tion. But what the commission can well do is to get all the information possible 
and then suggest ways by which more can be gotten in every State ana in the 
National Government. 

I would bring out this point, as to me it is a very important one in considering 
questions of municipal activity. It is suggested, How are you going to get rid of 
the spoils system? I have referred to that already, but I want to say this further. 
We see under private management the efforts of these vastly influential and 
wealthy companies to keep their old franchises or to get better ones or to escape 
their share or taxation. They are in politics now. I was told only the other 
day by a very intelligent employee of a certain gas company that all the employ- 
eea » that large company, although it was privately owned, had to be recom¬ 
mended to their places by the political boss or their precinct, and had to keep up 
their membership in the organization in order to retain their positions! When 
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the Philadelphia gas works were still under public hands, they were buying 40 

F ir cent of their gas from the private company which afterwards leased the whole. 

heard the superintendent say to an investigating committee of the Pennsylvania 
senate that they always took their employees at the recommendation of the Phila¬ 
delphia aldermen, and that they did not keep them more than an hour if they were 
inefficient. In fact, they were not anxious to keep a great many of them a long 
time,because, he said, “The more different people we can hire in a given month 
the more aldermen we can please the more times.” These companies are in poli¬ 
tics, in other words, now, and they are one of the most demoralizing factors in 
politics; I believe it is going to bo easier to convince the people of the need of 
civil-service reform and business efficiency than it is to get rid of the demoraliza¬ 
tion connected with this relation of private companies to legislative and adminis¬ 
trative bodies. In directing work against the evil conditions of the present spoils 
system we do not encounter very much sympathy from the leading business men, 
the powerful interests of a community. One can express his antipathy to the spoils 
system, can work against it very hard, and his local opportunities for employ¬ 
ment, the circulation of his paper and his position in any line of activity, as a 
merchant, manufacturer, or professional man, is not likely to be very much hurt. 
But let him come out with equal energy to prevent certain influences controlling 
the granting of franchises in the way they are granted, and demand better regu¬ 
lation, and, if he is a lawyer, he finds his clients of the most profitable type falling 
away; he is apt to find, if he is a business man, more or less influence working 
against him; advertising will fall away from his paper, and in every other line 
tne results will bo the same. And so I think it is really harder to improve the 
regulation of private management than it is to reform the abuses of public man¬ 
agement. Still, I do not mean to say from that—and I have repeated that sev¬ 
eral times—that any change can be sudden; but I believe there are evils and 
dangers in public management that will have to be very fully recognized and 
very carefully guarded against. We need not expect that we are going to jump 
into the millennium; only I believe the progress will lie in the direction of 
municipal management in those lines, even if it only goes as far as it has gone in 
England, until half the cities have publicly owned gas works and half have 

f jrivate management. The private companies in England do not oppose the pub¬ 
ic as they do here, because of the fact that half of the cities are under public 
management in those things and tho other companies know that they will be 
in danger if they do not look out. Tho principle of competition is an admira¬ 
ble thing. I think we should have a greater approach to equality in this coun¬ 
try between the cities that are owning and the cities that are not owning at all. 
The Brooklyn Bridgd is an admirable example of public and private manage¬ 
ment of street railways. Since it was taken over by private management there is 
a great deal more fault-finding and dissatisfaction than there was before. It is 
now practically under private management. It gave for many years one of the 
most admirable examples of public management we have—right at the doors of 
New York and Brooklyn. 

Q. (By Mr. Conger.) Do you know whether one-half of the cities of Great 
Britain nave street railways under municipal operation?—A. Just about one- 
half, I should say. I can ^et more exact details on that. About one-half of all 
the electric energy supplied for the combined purposes of street railways and 

» is municipal. Local authorities in Great Britain own 530 miles out of 
operate 333. ♦ 

Q. Those two enterprises—*the street railways and the lighting—go together?— 
A. There is more and more tendency to have the same power stations. 

Q. Is there a common universal fare on street railways there?—A. No; they 
have a system, which I do not like very well, of graduated fares according to 
distance. That is found in private management just as much as it is in public 
management. The tendency under public management is to increase the dis¬ 
tance you can ride for a given fare, and a few cities are talking of soon introduc¬ 
ing the uniform fare like the American. They have also introduced it in the 

E rivate subway which has just been completed and is running in London. In 
iverpool, where the city has very lately acquired the street railways, they are 
talking of introducing it. 

Q. There is no example of uniform fare on a street railway in Great Britain?— 
A. I will not say that there may not be two or three instances within a year. I 
think there may be, but only a few. 

Q. You spoke in the early part of your testimony of a system of municipal own- 
ersnip of tracks and private operation of the railway. Are there any notable 
examples of that system in Great Britain; and if so, what are they?—A. There 
were a good many like Glasgow. There are still 44 such, but 17 others were 
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gradually succeeded by municipal operation when the franchises ran out. The 
companies did not seem to be as progressive as the people wanted. Now, whether 
it was due to this system of ownership, or whether it was due to the limited 
nature of their franchises, I would not undertake to say. 

Q. Do you know what the time limit of those franchises was?—A. It was 21 
years. 

Q. For operation?—A. Yes. 

Q. And that system, according to your observation, has not been very satisfactory 
in Great Britain?—A. No. I do not say that the English people would feel sorry 
they went through it. They would tell you, I think, that if they had not done 
that they probably would have surrendered the whole thing to a private com¬ 
pany at the time it was undertaken years ago, and in that way would financially 
have been worse off. It enabled them, when they did want public ownership, to 
get it easier and cheaper, but purely as a system of operation I do not think they 
are very well satisfied with it, 

(Testimony closed.) 


Washington, D. (!., December 11. 1900. 

TESTIMONY OF ME. ALLEN EIPLEY FOOTE, 

Editor of Public Policy, Chicago. 


The commission met at 10.4(1 a. in., Vice-Chairman Phillips presiding. At that 
time Mr. Allen Ripley Foote, of Chicago, Ill., editor and proprietor of Public 
Policy, was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Litciiman.) Please give your full name, your post-office address, 
and your occupation or profession.—A. Allen Ripley Foote; post-office address, 
KB Market street, Chicago; editor and proprietor of Public Policy. 

Q. As editor of the paper have you made studies of economic subjects?—A. 
Yes. 

Q- And particularly in relation to municipal ownership of what are commonly 
known as public monopolies?—A. Yes. 

Q. What was your profession before engaging in the editing of this paper?—A. 
I have been a student of these subjects and a writer upon them for about 10 
years. The first work that I did in a published form was a small book issued in 
1889 under (he title of The Economic Value of Electric Light and Power. Fol¬ 
lowing that I compiled the laws of each State in the Union affecting public-serv¬ 
ice corporations within municipalities. That was a very large work, and covered 
all the laws of each State in the United States, from the organization of the State 
np to the date when the work was completed, and the decisions of the courts. 
To do that work I employed an attorney in each State to write up the section for 
his State. Then I hau an editing attorney who wrote a general section and edited 
the attorneys’ work. My own part of that work was a discussion of the economic 
principles involved in that legislation. Since then I have been writing pamphlets 
and addressing different organizations on these subjects. In 1890 I drew the 
schedules for the Eleventh Census that had to do with the electrical industries. 

Q. Now, will yon kindly, in your own way, give us a statement of your views 
in relation to the municipal ownership or control of these so-called public monop- 
I can do that in a very brief way by simply referring to some matters 
that will give the record exactly. In 1890, at the annual meeting, then held in 
Washington, of the American Economic Association, I offered two resolutions 
which define my position on this question then and since and now. They are very 
short and I will read them. 

(Reading:) “ Resolved, first, That a committee be appointed to designate the 
divisions of accounts, and the items to be included in each, that should be kept 
by corporations performing quasi public services. 

“Resolved, second, That said divisions be so made that the effect of each essen¬ 
tial economic factor will be shown, to the end that correct statistics may be 
obtained through a uniform method of accounting as a basis for intelligent eco¬ 
nomic discussion and legislation.’’ 

My remark following that is simply this: 

(Reading:) “We muBt first agree on what items constitute cost; then we must 
see to it that these items are honestly included in all statements of cost. This 
done, we are in a position to take intelligent action, and may then award the con¬ 
tract to the municipality or to private enterprise, whichever in the light of the 
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facte so obtained may appear to be to the best economic advantage of the greater 
number of people—those who toil and are poor." 

That is my attitude on the question and always has been—is to-day. In the 
discussion referred to in my law book I have a paragraph to show my attitude, 
which I will read. 

(Reading:) “ When a public need is to be supplied the service must be rendored 
either by tne representatives of the public in the name and for the account of the 
public or by industrial corporations in the name and for the account of their 
share and bond holders. Which course shall be pursued is purely a question of 
public policy. The economic principle involved is that of serving the interests of 
every individual economically through the public service rendered. If this result 
is gained under the management of a political monopoly more effectually than 
under the management of an industrial monopoly, then the State is bound, by the 
sacred trust it represents, to place and keep the management under the adminis¬ 
tration of the political monopoly; but if the reverse be true, the duty imposed 
upon the State demands that it shall place and keep the management under the 
administration of an industrial monopoly.’’ 

Here is another paragraph: 

(Reading:) “ It may be affirmed as a fundamental economic principle for the 
guidance of economic legislation that no public need should be supplied under 
the management of a political monopoly that can be supplied witli equal eco¬ 
nomic advantage to the users of the service under the management of an indus¬ 
trial monopoly. The best interest of the users of the service is the first object 
of the protection and care of the State.” 

Here are two propositions: 

(Reading:) “First. That an industrial corporation organized to supply a 
perpetual municipal need shall have the exclusive right to supply the need 
perpetually. 

“Second. That all accounts shall be honestly and correctly kept; that economic 
thrift shall be insisted upon in every department, and that charges for the use of 
sevices shall bear a fixed relation to the necessary cost of production.” 

This, I judge, is sufficient to indicate my position on the question. 

That work was done in 1892. Since then I have been studying these questions 
in every form in which I came in contact with them, and I have no occasion 
to change my position in the matter. My last work was in connection with the 
Ohio legislature last winter (1900). I attempted to draft some bills to bring 
my views into practical use. Yon will see at once from the attitude I take 
that I say a uniform system of accounts is fundamental to any settlement 
of the question, whichever way it is settled. The facts must be known; you 
must act upon the basis of fact or you can not act intelligently. Therefore I 
have concentrated all my work these 10 years directly to that point, working up 
to that point. It is now getting to bo quite well understood, and there is a great 
deal of work being done toward starting a system of uniform accounting. 

The best work that has been done in that line is in the State of Wyoming. 
That State has an examiner who has been in office about 10 years. His powers 
are ample and his work is good, and the benefits derived from the work in that 
State are sufficient justification for the representation that has been made. I 
have in my hands a paper that the State examiner, Mr. Henderson, is to read 
this week before the League of American Municipalities. (Charleston. S. O., 
December 12-15,1900.) 

Q. (By Mr. Clark.) Is this gentloman a State officer?— A. Yes; he has held this 
position of State examiner for about 10 years, and this paper gives his experience 
of the practical workings of it. Mr. Henderson is known as the State examiner. 
We would call him auditor, but they use the title “ examiner.” The law under 
which he acts gives him authority to enter into any office where there is a public 
account kept and examine the accounts. He examines the accounts of all the State 
institutions, the State University, the State corrections establishments, the insane 
asylums, and all public institutions. He examines all the accounts of the county 
commissioners—I do not know whether they have townships or not; but the law is 
very broad. It lets him examine every account that affects the public interest. 
He reports to the governor. The law gives him the authority to enter the office, 
make an examination at any time he pleases, without notice, and if he finds a Con¬ 
dition that justifies it, it empowers him to take possession of the office in the 
name of the governor of the State and turn the incumbent out instantly, making 
his report to the governor, of course, and having his action justified afterwards. 
It is broad enough to cover every contingency of that kind. He can compel the 
attendance of witnesses, the production of all books and papers, put people under 
oath, and take evidence, etc. 
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Q. (By Mr. Phillips.) Does he do this through expert accountants, or do it all 
himself?—A. He does it himself. 

Q. Is he able to do it all?—A. You know that State is small; that is one of the 
advantages. There has been an opportunity where the system could be experi¬ 
mented with on a small scale; but the work is ample justification; and in the light 
of the advantages mentioned in the statement Mr. Henderson makes, 1 can not see 
how any State legislature can refuse to put this system in operation in any State. 

Q. (By Mr. Litchm an. ) Yon think there is nothing that would prevent the appli¬ 
cation of this system to a larger State—examining the accounts in a larger State 
by the use of an additional number of examiners?—A. The principle of the law is 
all right. Of course, when you come to your adjustments, it takes a different 
form. In some States you would call your man the controller or the auditor; you 
would want the work done through one office or another, or you might create an 
independent office for it, but that is all detail. 

Q. But the main point is the system of public accountants?—A. Yes. I have 
been in close touch with Mr. Henderson for a number of years and he has fur¬ 
nished me the pages of all his forms of accounts and everything of that kind, so 
I am about as familiar with it as I could be, not being in the State and working 
with him. And I get his reports. 

Q. (By Mr. Kennedy.) His duties relate to the quasi-public or so-called munic¬ 
ipal monopolies only, and not to all the corporations of the State?—A. The law 
does not apply to the corporations; it applies to all public accounts. 

The title of this paper is this: “The benefits derived from uniformity and 
independent auditing of public accounts.” 

Q. (By Mr. Litchman.) And this leads up to the position which you take on 
this question, and is in detailed explanation of that?—A. Yes. 

Q. (By Mr. A. L. Harris.) I suppose Mr. Henderson, of course, gives full 
authority for that paper to be used by you in your testimony?—A. It is in my 
hands, to be used in my discretion. 

(The paper above alluded to was thereupon read by the witness, as follows:) 

The Benefits Derived from Uniformity and Independent Auditing of 
Public Accounts. 

[A papur by Harry B Henderson, State examiner for the State of Wyoming, read before the League 

of American Municipalities at its fourth annual convention, held at Charleston. S. C., December 

12-lii, 1900.] 

In discussing this subject it must bo assumed that a uniform system of 
accounting has been adopted; that the State 'or States, as the case may be, have 
provided by statute for the creation of the office of examiner, and tnat he has 
entered upon his duties. 

HIGHER STANDARD IN ADMINISTRATION. 

A plan for uniform accounting can not be made operative without the machin¬ 
ery necessary, i. e., a statute providing in general terms for the creation of an 
o.nee or commission that shall be vested with power to provide the necessary 
forms to bo used in establishing the system. 

The creation of the office of examiner or of a commission indicates clearly the 
desire of the people to rise to a higher standard in the administration of public 
affairs. This statement you may question, but I hope to be able to show conclu¬ 
sively that uniform accounting and public auditing or examination bring a higher 
jj^nfiard of intelligence and morals among office seekers and officeholders and 
that the burden of taxation borne by the people and taxpaying public is lessened. 

BEGINNINGS OF THE SYSTEM—WYOMING’S LEAD. 

Uniformity in accounting and State examination by an authorized officer or com¬ 
mission, in so far as it relates to State, county, and municipal affairs, is of recent 
origin. I believe that the then Territory of North Dakota was the first to pro¬ 
vide for a Territorial examiner, whose duties were briefly prescribed and were of 
a superficial nature. 

Minnesota next followed Dakota’s example and included with the duties pre- 
tions ^ a ^ ota atatute examination of accounts of building associa- 

Wyoming was first to provide for the examination of the accounts of State and 
county officers and accounts of State institutions and State banks. Later the law 
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was so amended that at the present time the examiner has lull and complete 
supervision of every public account within the State, whether State, county, 
municipal, or school district. 

In more recent years attempts by other States to enact a law having provisions 
similar to the law in effect in Wyoming have almost all, for various reasons, 
failed of enactment. The opposition to the passage of such a law has come from 
all sides except the taxpaying public. 


SOURCES OF OPPOSITION TO THE SYSTEM. 

Among those opposing.such a measure may be found designing officeholders, 
schoolbook companies, bridge companies, and others, including individual mem¬ 
bers of boards of trustees, regents and faculties of universities, colleges, and his¬ 
torical societies, none of whom have any material interest in the economical 
administration of the affairs of public government. 1 regret to make a statement 
of this nature, but it will be an advantage to those whose efforts will be directed 
during the coming winter toward securing the favorable consideration of such a 
law by their legislatures to know where their opposition may be found. 


MEANING OF THE TERM "UNIFORM ACCOUNTING." 

To determine the benefits we must ascertain what is meant by uniform account¬ 
ing. Uniform means regular, unvaried, alike, consistent. 

Uniformity in accounting provides that all records shall be alike; that is to say, 
records of all county treasurers shall be alike in form; their reports shall be alike; 
in fact, the method of keeping accounts shall be so similar that the treasurer of 
one county might enter the office of any other county treasurer within the State 
and at once be able to keep the accounts of the office and perform the duties as 
successfully as the true incumbent. This is what we term uniformity in 
accounting. 

ALL PUBLIC ACCOUNTS SHOULD BE INCLUDED IN THE SYSTEM. 

How far should it extend? To every county, city, town, borough, village, school 
district, or other political subdivision, and last, but not least, to every officer 
of the State and all of the State institutions. It should bo so complete as to 
embrace every department of government within the State. Each department 
should have records and report blanks especially prepared and should report upon 
call to tho officer having supervision on a date already passed. Under this plan 
it will he possible to compare the receipts and disbursements in every department 
of government with those of the previous year, and the finances of one county or 
city may be compared with a neighboring county or city. Further, the report 
will show the sources of receipts and tile purpose of disbursements. 

ADVANTAGES OF SUPERVISION. DEPARTMENT SELF-SUSTAINING. 

Bnt, you ask, are there any benefits to be derived from such a system of 
accounting without the supervision of some one charged with the duties of an 
examiner? Yes, there are advantages, but the statistics are not recognized as 
being reliable; they have not been under the scrutiny of a disinterested and 
unprejudiced person. 

Permit me to say that superior advantages will he derived if there is supervi¬ 
sion by an officer having authority to ascertain whether or not such reports are 
correct. Such an officer should be free from all alliances with any other office; 
he should have no superior officer save and except the governor. The expense of 
maintaining his department will be amply repaid through the system he will 
enforce and the funds illegally disbursed that he will recover. From one source 
alone I derive for the State 50 per cent more per annum than is necessary to meet 
the cost of my department. The duties of a State examiner are not confined to 
merely checking up and examining the reports of officers; they embrace a 
thorough examination of the accounts and checking them into the proper charge 
columns. 

. DUTIES OF AN EXAMINER. 

A technical and detailed examination of the accounts of all fiduciary officers 
must be made; an examination of this character leads to an inquiry into the sev¬ 
eral causes for the creation of certain lines of expense. The examiner must 
report truly and Intelligently, without fear or favor, and it. is his duty, and he 
will, if he is a proper officer, ascertain whether or not the expenditure of public 
funds has been economical. 
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“ He must be a business man, having the ability to manage and direct one of 
the greatest business interests of our country. He must be able to confer in an 
advisory capacity with the officers whose accounts he supervises. Too often 
individuals are elected to public office who have no adapation to the business to 
be performed; their education and training have been along other lines. Then it 
is tnat the impartial counsel of an examiner becomes of value to the public. It 
is then that his business experience operates to the benefit of the governed.” 

LAVISH EXPENDITURES IN THE ABSENCE OF SUPERVISION. 

Having defined uniform accounting and briefly enumerated the duties of an 
examiner, I will now endeavor to set forth some of tho benefits to be derived. I 
can not give you the experience of a predecessor, Wyoming’s system having been 
developed under my supervision. I want to give you facts, not theories, and 
trust that you will bear with me in my remarks, that are necessarily of a personal 
character. 

During tho early period of settlement in the WeBt the value of money was not 
as carefully considered as at the present time. Individuals were lavish with 
their own funds and oftentimes with borrowed money, and they subsequently 
found that in a remarkably short time a competency had been squandered, ana 
that their liabilities largely exceeded their assets. 

This condition was not confined to individual interests or private enterprises, 
but was manifest in a greater degree, perhaps, in public affairs. It would seem 
that in every new county created or municipality organized the first effort made 
by the persons having charge and control of public affairs was to create an 
indebtedness evidenced by warrants or other securities, and to lavishly expend 
the proceeds without regard for the interests of the taxpaying public or future 
generations. 

I have referred to this condition as existing in the West; perhaps it is not con¬ 
fined to that particular locality; in fact,if reports are to be relied upon, I am dis¬ 
posed to believe that there are at this time just such conditions existing in many 
municipalities and other public governments of States located east of the Mis¬ 
sissippi Kivcr. 

Wyoming's condition before adopting the system. 

Wyoming, in common with other States, suffered from the negligence and lack 
of business methods that prevailed among public officers. Her county indebted¬ 
ness had increased from year to year, while there was no perceptible increase in 
the value of her improvements. 

Our constitution provided that any indebtedness existing at the date the Terri¬ 
tory was admitted to statehood might be bonded, provided the bonds issued should 
not exceed 4 per cent of the assessed valuation of the county or municipality, 
as the case might be. Tho counties availed themselves of this privilege, but, with 
perhaps two exceptions, immediately proceeded to create new indebtedness, con¬ 
trary to the provisions of the statute, that would subsequently have to be legalized 
and cared for or repudiated. The ultimate result attending the creation of such 
indebtedness was not a matter of serious consideration of the officers who assisted 
in creating it. 


beginning of better conditions. 

In 1892 I found that the expense of our county governments amounted to 
$412,000, a large amount of which could not be and was not paid from the revenues 
then collected. 

In 1893 I endeavored to curtail expenses and abolish the system of creating an 
indebtedness that had no legal standing. In this I succeeded, with a few excep¬ 
tions, and subsequently secured the enactment of a provision of law making it an 
offense to create any indebtedness in excess of the actual receipts of the current 
year for public account, the current year,as defined, being from the first Monday 
in January last past to the first Monday in January next ensuing. 

AN EFFECTIVE REMEDY FOR UNTHRIFTY ADMINISTRATION. 

This law further provided that any indebtedness created in excess of such 
receipts should be null and void, as against the county or other corporation, but 
that it would operate as a lien against the officers creating the same and their 
bondsmen. This restriction had the desired effect. 
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EVERY COUNTY ON CASH BASIS. TAXATION REDUCED. TOTAL COUNTY EXPENSES 
$117,000 LESS THAN IN 1892. 

In 1892 there were two counties in our State upon an approximate cash basis. 
County scrip was sold at from 50 to 90 cents on the dollar. To-day every county 
of the State is on a cash basis and has a surplus to carry over to the succeeding 
year. This condition has existed for two years, notwithstanding the fact that our 
rates of taxation have decreased annually. The expense of maintaining our 
county governments in the year 1899, compared with 1892, shows a decrease'of 
$117,000. 


NO INDEBTEDNESS IN MUNICIPALITIES, COUNTIES, OR STATE THAT CAN NOT BE 
DISCHARGED FROM CURRENT REVENUES. 

Our towns and municipalities generally aro upon an absolute cash basis and in 
none is there any indebtness created that can not be discharged from the revenues 
that are levied and collected for the current year. In State affairs the same 
degree of excellency obtains. No indebtedness is created in excess of the revenues, 
and no warrant is issued that can not be paid upon presentation to the State 
treasurer. 


HOW THIS CONDITION WAS BROUGHT ABOUT. 

Tho question arises, How was this condition brought about ? 

First. The examiner's reports are written and are open to the public. The 
criticisms passed or the compliments expressed are published by the newspapers 
and disseminated among the public in general. 

Second. The standard of integrity and competency of those nominated and 
elected has been materially elevated, and in securing business men and taxpayers 
to administer the affairs of government the interests of all have been protected. 

PUBLIC AFFAIRS SHOULD BE ADMINISTERED AS CAREFULLY AS PRIVATE INTERESTS. 

I maintain that it is the consensus of opinion that public affairs should be 
administered as carefully as private interests; that the individuals delegated to 
conduct public affairs should have as much ability as the men employed by our 
business corporations. 

AN EQUIVALENT SHOULD BE RENDERED FOR EVERY DOLT.AR EXPENDED. 

Those in charge of the various departments of government in my State believe 
that the interests of all are best served by a rigid enforcement of economy; that 
for every dollar expended there should be its equivalent rendered either in labor 
or material. Every dollar expended under our present system is worth $1.33 as 
expended before we had uniform accounting or State supervision. This accounts 
in a measure for tho decrease in our expenses. We have closer tax collections, 
and it can be positively stated that every dollar collected is accounted for. 

STATE SUPERVISION ELIMINATES OPPORTUNITIES FOR EMBEZZLEMENT AND CORRECTS 
INNOCENT MISTAKES OF FIDUCIARY OFFICERS. 

We have had but one default that was not paid in full without a suit at law. 
The amount involved in that case, which was compromised, was about $400. As 
a matter of fact, State supervision eliminates the opportunities to embezzle public 
funds. The officer knows that his acts will be thoroughly investigated, and this 
knowledge lessens temptation. 

Fiduciary officers will make mistakes; in fact, we are all liable to err, but such 
mistakes are not willful, and when attention is called to them they are at once 
rectified and will not occur a second time. 

The examiner is valuable to the administration when difficult problems are pre¬ 
sented. His experience enables him to reach conclusions readily, and he is keen 
and quick to discover the loopholes and dead falls that are embraced in every 
proposition of magnitude. It is through his efforts that prejudice and personal 
quarrels in public affairs can be overcome. His interests is for the good of the 
people at large and not for any clique. 
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VALUE OF ONE EXAMINATION A LESSON FROM EXPERIENCE. 

Recently I examined the records of a small town upon two matters that required 
personal information. The examination was voluntary, the necessity not oeing 
apparent to the town officers. After 2 days of hard work I called the council or 
board of trustees together and brought to their attention conditions unknown to 
them that were of vital importance to the people of the town and its property 
interests. No deficiency of funds was shown, yet the meeting of the board was 
an important one, and after talking with them for 1 hour, advising them of their 
duties and calling their attention to certain ordinances, I was informed that the 
meeting had been most profitable; that the advice was worth $500 to the city in 
the administration of its affairs. If the advice was worth $500, the examination, 
with its disclosures, was worth more. 

A RELIABLE BAROMETER FOR THE GUIDANCE OF PUBLIC POLICY. 

With uniformity in accounting you will have a barometer to guide you in pub¬ 
lic affairs; you will have a definite knowledge of what percentage of your income 
is from taxation and what from other sources; what percentage of the taxes levied 
are collected and the class of people who escape the collector, willfully or other¬ 
wise. 

Without uniform accounting, how many know the purposes to which the gen¬ 
eral revenues of governments are diverted? Practically none except the disbursing 
officer and the auditing board. Comparative and uniform statements, with all 
expenses properly classified, are not prepared and the administration has only a 
general knowledge of its expenditures. 

UNIFORM ACCOUNTING NECESSARY TO A CORRECT DETERMINATION OF THE POLICY 
OF MUNICIPAL OWNERSHIP. 

Permit me to call attention to our public-service industries and the -popular 
theme of municipal ownership. Upon what basis can it be determined whether 
or not such industries would be self-supporting? What plans or methods would 
you employ showing the entire cost of ownership and operation? How will it be 
known whether the city is receiving its just earnings? If you believe in business 
principles, you must believe in uniform accounting. 

CORRECT ACCOUNTING THE RIGHT OF EVERY TAXPAYER. 

Uniform and correct accounting go hand in hand and are inseparable, and I 
affirm that the best results can only bo obtained through these two principles. 

In correct accounting we believe in the proper classification of all receipts and 
disbursements. It is the right of the taxpayer and the officers of every public 
government to have the accounts show truly and correctly the expenses of operat¬ 
ing and controlling such governments, and yet in no other department of business 
do the people give so little attention to the application and use of their funds. 

A man employs a steward in his household and intrusts him with the purchas¬ 
ing of all supplies, but when the accounts are presented for payment he carefully 
scans every item on the bill, and should there be an overcharge upon any article 
charged he immediately registers a complaint. Does the same rule apply in public 
affairs? Do the individuals who pay taxes carefully scan every account? 

If it is necessary for the head of the household to scan the accounts of the stew¬ 
ard, is it not fully essential that he shall scan the accounts and inquire into the 
various expenditures made by those who occupy the position of public steward? 

UNIFORM ACCOUNTING REDUCES TAXATION. 

Uniform accounting and State examination will reduce taxes. In making this 
statement I am prepared to substantiate it by the results in my own State. It 
leads to public economy in every department of government. 

Someone has said, “One felt like apologizing to an intelligent people when he 
recommended uniform accounting and State examination.” In this I heartily 
concur. 

A FUNDAMENTAL PRINCIPLE OF PROGRESS. 

The necessity of the system is so apparent that it needs no recommendation. 
It is a fundamental principle that should be embraced in every department of 
government. It is not a reform idea. It is progression. It is the matter of 
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enforcing a system so complete and yet so simple that every taxpayer may under¬ 
stand what it means. It forms a basis upon which the revenues for the support 
of any government can be estimated with a reasonable degree of positiveness. 
I take it that we are not gathered together with the intention of establishing any 
reforms whatsoever; rather that this convocation is for the purpose of diffusing 
knowledge and formulating plans in government that have a progressive 
tendency. 

MUNICIPAL OWNERSHIP WITHOUT UNIFORM ACCOUNTING IS LIKE BUYING “ A PIG 
IN A POKE.” 

Municipal ownership has been recommended by this league as one of the prin¬ 
ciples looking toward more perfect equalization of burdens, and relieving the 
taxpayer in a measure at least. It matters not whether or not 1 am in favor of 
this principle, but it does matter whether or not we have a full and complete 
knowledge of the cost and operation of such industries, whereby a reasonable con¬ 
clusion of the value of the property can be determined. With haphazard methods 
of accounting, there is absolutely no way of arriving at this conclusion, and I 
maintain that the purchase of public-service properties, where there is neither 
uniform accounting nor State supervision, is like buying “a pig in a poke.” 

A couple of years since a friend of mine was urged by a house handling a large 
bond business to purchase some street-railway bonds in a city in the Middle West. 
The securities were recommended as gilt-edged, and a small block of the bonds 
was purchased. In less than a year thereafter he received a letter from the bond 
house to the effect that it had been found that the plant was in a poor physical 
condition, that the statement of the company showing receipts and disbursements 
and general expenses had proved unreliable, and the securities were much depre¬ 
ciated and there was practically no opportunity for him to realize fully upon his 
claim. All of this within less than a year. 

Engineers and experts had reported upon this property, but it seems that their 
first report did not correspond with the second. That the engineer should have 
discovered the condition of the property is unquestioned, but the chief cause for 
criticism was the system of accounting. I mention this fact to call attention to 
conditions that may be encountered in the purchase of public utilities by municipal 
corporations. 

AN IDENTICAL SYSTEM FOR PUBLICLY AND PRIVATELY OWNED AND OPERATED 
PUBLIC-SERVICE UTILITIES. 

Let us have a period of uniform accounting and State supervision, provide that 
the accounts of quasi-public corporations shall be subject to such State officer or 
commission, and that the form of records he shall prescribe shall be the form of 
records employed in keeping the accounts, and we will then have a reasonable 
basis upon which to establish our calculations. 

After this method has been employed for a few years I believe that instead of 
municipal ownership a better plan will be devised. The public-service company 
will be permitted— 

First. To retain from its earnings the interest on its bonded debt. 

Second. A reasonable interest on the investment. 

Third. A reasonable profit upon the investment. 

Fourth. A sinking fund for the redemption of the bonds as they mature. 

Fifth. A reasonable amount to be set aside annually for maintaining the physical 
condition of the property. 

Sixth. Dividing tne residue, if any, between the company and the municipal 
corporation. 


HONEST AND INTELLIGENT MEN WANTED IN OFFICE. 

In a convention that I attended not long since I heard a great deal about dis¬ 
honest public officials, in that they were controlled by quasi-public corporations 
and that such corporations controlled primaries in both the great political parties 
and secured the nomination of men to office whom they could control. I am not 
a corporation man. I do not own a share of stock in any corporation in the 
United States, but I wish to say that general statements like the foregoing are 
erroneous and misleading. 

Corporations are anxious that men should be elected to office who possess a high 
degree of business ability and who are honest and will furnish an economical 
administration of the affairs over which they preside. They are not fearful of an 
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honest and intelligent body of men, but capital and corporations alike are fearful 
of officers who represent dishonest principles; and if such men are nominated to 
office by people who vote blindly and without consideration of their own interests 
as taxpayers, it is altogether probable that corporations will do what they can to 
protect their own interests. 

THE LEAGUE OF AMERICAN MUNICIPALITIES SHOULD JOIN FORCES WITH ALL 
WHO ARE WORKING FOR THE ENACTMENT OF LAWS TO ESTABLISH UNIFORM 
ACCOUNTING. 

Resolutions adopted in 1898 by the League of American Municipalities not only 
recommend that a system of uniform accounting and State examination shall 
apply to public accounts, but that it shall reach and embrace public service 
corporations. 

This league stands committed to the principle of uniform accounting and State 
examination, and it would be impolitic to recede; yet, so far as I am informed, 
no action has been taken toward the enactment of the provisions of its resolution 
into State laws. 

However, bills providing for uniformity in accounting and State examination 
have been introduced in several State legislatures during the past two years, and 
I l>elieve that the educational plan adopted since by some of these States will 
finally result in the enactment of a law that will commend itself to every honest 
and liberty-loving citizen. 

It is possible that if this league and all the other associations now working 
along these same lines could join forces, satisfactory results would be more 
surely and speedily realized. 

Note.—A fter the above paper had beon read, in closing its proceedings, the 
League of American Municipalities adopted the following resolutions: 

“Revolved, That uniform municipal accounting is desirable, and that the 
executive committee of this league is authorized to cooperate with other organi¬ 
zations to that end through its president and secretary, or in such other manner 
as it sees fit.*’ 

Mr. Clarke. I would like to make the remark that the paper is interesting from 
the point of view of a new State, but in all our older States systems of accounting 
and public examination, quite similar to that described in the paper, only neces¬ 
sarily diversified, have long been in vogue. We could not have successfully run 
our States without them. 

The Witness. There is no State in which there is any uniformity in the system 
of the public accounts of the State. Every town and every county keeps its own 
records, and they may be correctly kept, but there is no uniformity with the 
records of the other towns and counties in the State. 

Q. (By Mr. Phillips.) Have you examined into all the States in that regard, so 
that you can make such a broad statement?—A. That statement is made upon the 
same sort of information that comes to one studying the subject and hunting for 
just such information. In the last two sessions of the New York legislature there 
was an attempt to enact a bill to have uniform accounting between the cities of a 
certain class in the State. It did not apply to all of the cities in the State. The 
State of Minnesota has a partial system, but it is not complete. An effort was 
made in the Indiana legislature last session to introduce the system, but it was 
not made law. The bill that I have published' in this little pamphlet [here indi¬ 
cating] was introduced in the Ohio legislature at its last session (1900), out it was 
not enacted. 

Q. (By Mr. Farquhar.) I would like to ask a question about a statement made in 
the paper—that municipal ownership is the equalization of burdens. Is there any 
practical proof that municipal or political monopoly has done or can do better 
work than a properly supervised industrial monopoly?—A. The two things are 
not comparable. For instance, take waterworks that have been operated under 
private ownership. When the waterworks were under private ownership, 
everything had to be paid for by private capital, in the way of extending 
lines and making improvements and connections and that sort of thing, and the 
rates had to be sufficient to pay all their operating expenses, and at the same time 
whatever profit made by the operation. It was all collected through their 
rates. You take these same works and let the municipality buy them; they will 
frequently reduce the price to the consumer, but they will make up the deficiency 
from taxation. They will extend the service lines and charge it as a special 
improvement and have it paid for by taxation, and then, of course, the two things 
are not comparable at all. 

Q- (By Mr. Litchman.) Is it not a fact that the consumer in the case of the 
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private enterprise pays all that cost, and in addition to it, pays the profit on 
whatever stock is held by the private corporation?—A. That should be the fact. It 
is a fact if they get any profit. 

O. (By Mr. Kennedy.) Do they not get profits?—A. Some do and some do not. 

Q. (By Mr. Litchman. ) Is it not also a fact that in the case of the private cor¬ 
poration the unearned increment goes to the private corporation and not to the 
public at large?—A. As the business has been done, that is a fact. 

Q. Then that being true, and the elements of cost by whatever computation 
bein£ the same, and assuming honesty in both cases, is there not an advantage in 
municipal ownership, at least to the extent of the profit obtained by the private 
corporation?—A. I will state that to you, I think, very clearly. As an economic 
proposition, as I said in the resolutions which I first read, we must agree on what 
items must be included in the cost, and then we must know that they are there. 
I advocate that the accounts of all public-service utilities, whether they be owned 
by the municipality or the public, or whether they be owned by a private enter¬ 
prise—I claim that the accounts for either class of ownership should be kept by a 
uniform system that would be prescribed by the State and should be audited by 
the State; that the accounts should be identical for public and private ownership. 
If you get that point established, then wo are whero we can establish all the other 
points. 

Now, take your statement. If we have these accounts, the showing of cost 
will parallel each other, if you please. Then comes the profit of the private cor¬ 
poration that you are asking for. I have never yet met a gentleman, no matter 
now earnestly lie might be a believer in and an advocate of municipal ownership, 
who would not concede that so long as private capital is used for these services 
it is entitled to a reasonable profit. If private management is more efficient 
than public management—and that is the claim of the private ownership sido of 
the question—then the cost under private management will be less than it will be 
under public management. If that efficiency amounts to—we will say 10 per cont, 
then the cost of management under private companies, plus 10 per cent for profit, 
will be no greater than the public cost. Now, if you have your contracts with 
the private corporation so arranged that the price to be charged by the private 
corporation is determined by (tost so determined, plus a profit so limited, then you 
will have a price to the private user that will be no greater under private owner¬ 
ship than it will be under public ownership. 

Q. (By Mr. Farquhar.) This is predicated on the uniform public account?— A. 
Absolutely so. You can not do it without tlio public account. 

Q. The first part of the premise is that both sides shall have a public account¬ 
ing?—A. Certainly; absolutely so. But we do not take the word of the corpora¬ 
tions, nor do we take the word of the municipal politician, but we take the word 
of the State auditor. 

In fixing a price for the service you can do it for a term of years. You 
can not do it every year; it would keep things unnecessarily stirred up. Make it 
for a term of 5 years, if you please, or 10 years. My proposition is that when 
we sit down to fix a price—we will say for 10 years—of gas in a town, we put our 
data through this uniform system of accounting, so that we know just what the cost 
is. We have our legal limit for our profit for the corporation, which I have said 
should be limited at twice the rato the city pays on tne bonds where the service 
is being rendered—if the city has 4 per cent nonds the corporation would have an 
8 per cent margin for its profits. Now, we can calculate very closely what rate 
will produce that on the past 5 years’ business. Taking that as a basis we are 
able to estimate for the 5 years to come, and fix our price. 

The unearned increment comes in very largely through growth of popula¬ 
tion; sometimes there are advantages gained in new apparatus, in the ways of 
doing business. At the end of 5 years an accounting may show that the esti¬ 
mate We make to-day has overrun and there is a surplus. The proposition I have 
made in ray bill would divide that surplus equally between the city and the cor¬ 
poration. That disposes of the unearned increment up to that point, but you will 
see at once there could be no surplus unless the cost was on a lower level than 
you had estimated. Then you will correct that by making another price based on 
this new basis of cost—lower level of cost—and you go on for another period of 
5 or 10 years. In this way the people, as a final result, will get practically all 
the unearned increment, or the benefits, or excess of benefits derived in any way. 
This is as I understand it. 

Q. (By Mr. Litchman.) In that connection you admit that such is not the con¬ 
dition now?—A. No, it is not the condition. I know it; you know it; it is a mat¬ 
ter of publio knowledge. We have no law that will permit this condition to be 
established. 
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Q. Under the conditions as they now exist, so far as your investigations have 
shown, which is preferable, municipal ownership or the private ownership of 
these public monopolies?—A. Well, on that point I will have to say this: You 
take the business of the municipalities of the country to-day as a whole, I do not 
think that they are to-day developed to that degree of efficiency where it would 
be a safe proposition for the taxpayers of the municipalities to operate their own 
gas works, street lights, telephone, street railroads, and waterworks, and the 
whole outfit of utilities. I think it would ruin the property owners of any city 
to have it done. 

Q. (By Mr. Hennery.) What have you to say about tho government-owned 
waterworks of tho city of Washington, in comparison with the private water¬ 
works in some cities with which you are familiar? I take it you are familiar with 
the system here and the rates and so forth, and might compare them with some 
cities where private individuals or corporations own the waterworks.—A. I will 
say this on that point: I am not familiar, as a matter of detail, with the 
figures that you would have me mention, but 1 have frequently done this: Where 
a private corporation had the question up of the price of its lighting—public light¬ 
ing, if you please; to renew its price for public lighting—and the question has 
come to be as to whether or not it was better for the town to own and operate its 
own plant or mako a contract with the private company—you know there is 
always some dispute as to the rates to bo charged—I have in‘a number of cases 
advised the private company to offer to the municipality to fix the price at a rate 
that would be shown to be the cost of the service as produced by municipalities 
owning and operating tlieir own works, taking for the test say three municipally 
owned plants, as near as they could where the conditions would be similar, mak¬ 
ing the investigation for that purpose, and, of course, adjusting the economic 
differences in location, number of lights, etc. 

Q. (By Mr. Litchman.) In the case of a municipality there is no watering of 
stock, is there?—A. In fact, there is no stock. 

Q. There is no fictitious cost in the shape of excess of capital on which it is 
presumed a dividend has to be earned?—A. No; there should be none. 

Q. Why is it not possible for tho municipality to erect its plant as cheaply as 
the private corporation?—A. For the very same reason that you can not go into 
any municipality and pick out any piece of public work and show that it is done as 
economically as the same work is done under private management. I have never 
talked with a mayor who would not say frankly that if the business of his town 
was his private business he could so manage it that there would be quite a margin 
of saving. That is the best way I can have of establishing the point I have made. 

What I want to take security against is,—I do not want to give currency to state¬ 
ments based on accounts that I have not audited myself or that I do not know 
much about. That is fair, is it not? 

Come right back to the broad proposition: If municipal ownership is more 
economical to tho public than private ownership, the very proposition I laid down 
10 years ago, worked into practical effect, will establish that point. Then, that 
point being established, I have not the slightest objection to having all public- 
service utilities transferred to municipal ownership; but if, on the other hand, 
private managers show that their management is more efficient than public man¬ 
agement, then there is no reason why they should be transferred to municipal 
ownership. My whole work is to get the accounts and laws into shape so that wo 
can carry out this proposition. 

Q- (By Mr. Fakquhar.) What was tho genosis of this municipal ownership— 
the venality of the municipalities, boards of aldermen, etc., or the inefficient 
management of the public work?—A. I think the initial point in advooating 
municipal ownership comes from the thought of people who feel that the public 
should havo all the benefits; and they naturally grasp or jump at the idea—at the 
conclucion that if the municipality owns and operates, of course they will save the 
profit that tho corporation makes, and they are aided in that idea by some of the 
grasping and injudicious things that tho corporations do. 

Q. You take it that the main reason for the desire of public ownership was 
public saving?—A. Yes. 

Q. Was it because of the excess profits the private corporations made, or was it 
bectUMe the people thought that the public -would be better served by the munici¬ 
pality than by a corporation?—A. I think the initial idea is that the corporations 
make excessive profits and that the only way to avoid that is for the municipality 
■P ®nd operate these monopolies and save the profits for the people. I think 
that if the public knew the profits were not excessive and that there was onlythis 
margin of 8 or 10 per cent that I advocate, the demand for municipal ownership 
would be much lessened. 

16i-8 




INDUSTRIAL UOMJUBBJ.UW;— TRAn bi-uiha nun. 


1X4 


Q. (By Mr. Kennedy.) Are there not instances where the profits are most 
excessive?—A. There undoubtedly are. 

Q. Is it the case in this city in the matter of gas?—A. I do not know. 

Q. (By Mr. Farquhar.) As far as you have any knowledge of the practical 
working of the two systems, do you believe that municipal ownership, as distin¬ 
guished from corporation management, is a saving to the municipality?—A. The 
trouble comes in answering a question of that kind. Take Detroit, if you please, 
where they built a municipal plant. They were authorized to spend $600,000 and 
issue bonds to that amount. The private corporation that had been doing the serv¬ 
ice had been getting what you might call the old-time price when the industry 
was new. The prices were a great deal higher than they are now. The corpora¬ 
tion offered to contract with the city of Detroit to furnish the light under a 10-year 
contract at $102 per year. The price they had been getting was $130 under former 
conditions. Now if a comparison is made between what it is now costing in 
Detroit under municipal ownership and the old figures—that is the way it is 
usually done—of course a saving is shown. But the last time I examined the 
accounts in Detroit, on the basis of the records—I only took the reports and did 
not examine the books; I assumed the records were honestly kept, and I believe 
they are as good a set of records as we have anywhere—but taking the statement 
made in their published reports, and then making an allowance for depreciation, 
which does not appear in tneir published reports, as I think it should, and taking 
into consideration the taxes that the city has lost by public ownership, and the inter¬ 
est on the investment, and adding that to their operating expenses, the cost per 
lamp at that time, for some 1,700 arc lumps, was about the same as that for which 
I, as a private individual consumer, can go to the private company and buy the 
service of one lamp, 

Q. (By Mr. Conger.) What figure was that,?—A. Well, say $90 or less. 

Q. (By Mr. Litchman.) Did I understand you to say that this price would 
havo been $00?—A. This was 2 years ago that I made the examination. 

Q. What would have been the condition of the city if it had made the contract 
at $102?—A. It would be paying $102. 

Q. Actually more?—A. That would have been the condition. 

Q. Is not that a saving to the city?—A. It is a saving to the city as against that 
condition, but the point I wanted to bring out is this: That if the city had been 
permitted by the law to make a contract witli the private corporation on the basis 
that I have described ail of that saving would have been made through the 
private contract just as well as through the public contract. 

Q. You stated that at first they wanted to make a contract for $102 for 10 
years?—A. I said that was the offer. 

Q. Now, if the city had made that contract it would have been bound for 10 
years at that price?—A. It would; yes. 

Q. You further state that the actual cost, including every item of cost that 
would have been charged up to the private corporation, was only $00.—A. 
Yes; $90. 

Q. Why does not that show a prima facie case in favor of the municipal oper¬ 
ation?—A. It does up to that point, but when you are speaking of the saving 
that the municipality is making during the lapse of years since the making of 
the contract or since the contract was offered the price to the private consumer 
has been reduced by the private corporation right along, until it stands, as yon 
might say, parallel with the cost of the public corporation. 

Q. But the public would have got no advantage from that under the 10-year 
contract?—A. No. 

Mr. Farquhar. Mr. Foote does not advocate the 10-year contract on the basis 
on which it was proposed. 

The Witness. 1 have not advocated anything of the kind. 

Q. (By)Mr. Farquhar.) Had that been on the basis, however, of public account¬ 
ing, it would have been very well understood whether the city was getting the 
benefit of the later improvements and the lessening of cost in the production of 
light, wouldn’t it?—A. Had that been on the basis of public accounting the price 
would not have been determined by a bid; it would have been determined by the 
cost, and the cost has fallen in these years. It has fallen to the private consumer. 

Q. (By Mr. Litchman.) Did you state that these estimates would be based on 
5-year periods?—A. Well, I said that, and I said that in the case a surplus was 
created it would be divided between the municipality and the corporation, and 
then you would have- 

Q. (Interrupting.) If there was a deficit?—A. If there was a deficit vou would 
have to take one of two courses—you would havo to carry that deficit forward to 
1» made up by the hope of an increase in the next 5 years, or you would have to 
raise your price. 
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Q. (By Mr. Fabqdhar.) Wasn’t there, in the first agitation of this municipal 
ownership, a great deal said about the amount that private corporations had to 
pay to boards of aldermen, city officers, etc., to get contracts, and then to hold 
them? In other words, was there not a charge of venality made against these 
local todies, and that contractors were parties to them?—A. I want to keep one 
point clear in mind. I think the demand for municipal ownership originated not 
in the venality yon speak of, but in the socialistic idea. The basis of it is social¬ 
ism, and it originates with that class of pooplo who want the city to own and 
operate everything. It comes from that source. Of course they take advantage 
of these corrupt alliances between corporations and politicians as one of their 
arguments, and they say that they can have better municipal governments by 
giving the municipal governments more to do; that if they have larger interests 
to be handled, they can get men of greater ability to handle them, and that this 
corruption, which we all deplore, would be overcome through that process. But 
that all seems to me like making a person virtuous by giving him more opportu¬ 
nities. The city of New York certainly lias large enough interests to have able 
men. If that argument was valid, it ought to show good results there; but, so 
far as outsiders are informed, it has not shown such results. 

Q. (By Mr. Litchman.) Is it not a fair offset for that that some private corpo¬ 
rations have been so handled as to result in large bankruptcies and disasters, thus 
proving mismanagement on the other side?—A. It has certainly proved it. 

Q. Well, that is an equal proposition, it seems to me.—A. You can balance one 
against the other all the while, and that brings ns right back to the original 
proposition, that the uniform accounting is my remedy for these evils under 
both forms of ownership and operation. 

Q. (By Mr. Fauqciiar.) How many so-called public utilities would you bring 
within the operation of municipal ownership, provided you took the theory of 
municipal-ownership people?—A. I would put under municipal ownership and 
management every public utility where an economic gain could he made to the 
public by doing so; hut in saying that I want it clearly understood that the accounts 
should be so handled that we would know that we were making an economical gain, 
that wo would not be misled by accounts not properly kept. (Jo back to Detroit.' 
They have a public building there—the Grand Armv Building. Is that a public 
building [speaking to Mr. Conger]? 

Mr. CONUF.it. I do not think so. I do not know. 

The Witness. All I know about what I am going to toll von I read from the 
official report of the proceedings of the council, and it referred to a Grand Army 
building as though it were a public building. They wanted to wire that build- 
mg up tor electric lights. They called upon the lighting commission to do tho 
work. 1 he lighting commission reported back to the council that that work 
would cost, $t,aw) or $1,80(1. and it did not have the money to pay for tho work. 
Well, the council wanted the work done, and it, looked around and found a sur¬ 
plus. I believe, in the house of corrections or some institution of that kind. They 
found a surplus, so they ordered that work done, and had it paid for out of that 
surplus. How much of that goes on? Who knows? When yon take that kind 
of an item it certainly can not appear ill the report of the lighting commission. 
11 you are going to compare the lighting commission's report with that of the 
private corporation you must know how much there is of that kind of surrepti¬ 
tious expenditure, or you do not get true information and you are misguided- 
you are self-deceived. ° 


Another little case that is more laughable than serious, because it is rather 
small—a municipal plant in Ohio. When the equipment was bought, everything 
that was bought was charged to construction—the armatures and brushes and 
inmgs ot that kind on the dynamo went to any construction account. In the 
course of a short while they burned out an armature, and they had to bny a new 
one. the superintendent charged it to the construction account, and ho kept on 
tnat way a couple of years, making a fine showing of the low cost; but the first 
tiling lie knew he had a construction account as big as any watered accounts eor- 
hav f- Beal 'y there waa 110 dishonesty in that at all; the man 
to n « ™?whowt« keep accounts. You can not go ahead und basepnb- 

on , tl ! at of evidence: no one wants to. And now I think I could 
Close this whole question light on this proposition, that wherever a government 
fTSw? * P r, vat : e corporation a special privilege, like the use of a right of way, 
Ldw** frA b y/]T mg 11 a 1,onn ty 118 the railroads were aided by 
w ?? ty ot the ffovei nment then is to know that the people get in 
return for what the government gives that to which they are entitled S ow, how 

oftie a?con«f° * °" t? government must assume the right that all 
xne accounts of that corporation, so far as necessary to determine the cost, 
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shall be deemed and kept as public accounts. You heard about secrecy yes¬ 
terday (referring to testimony of Professor Bemis, supra). There is no secrecy 
in my programme. You can see that very plainly. The accounts must be kept 
as public accounts so far as they relate to cost. Then you establish the cost. 
You can not establish it in any other way. You establish it in a way that the 
public knows its rights. That is preliminary to permitting the establishment of 
a price for the service that is right. Now, you have your cost—you gather a 
profit. I have never known a man to say but what he was willing that a corpora¬ 
tion should make 8 or 10 per cent profit upon an actual investment. That estab¬ 
lishes your price of service. If that is the basis, then every growth of population, 
every improvement of the art, will reduce that much the cost of service, the price 
of service—cost and price will follow all economic changes down of up, which¬ 
ever way the scale may turn. This will apply in any public service, whether it 
is waterworks, gas works, steam railroads, telephones, telegraphs, or what not. 
It should apply everywhere. If we were actually operating our public service on 
this basis, we would have an economic condition here that would put us masters 
of the commerce of the world way and beyond the ability of anybody to touch us. 
What we have accomplished in the unscientific way in which it has been done is 
great, but we have not commenced to touch the possibilities of what may be done. 

Q. (By Mr. Piiillii’S.) Now, do you find any illustration of this in the exami¬ 
nation of the national banks? You have not alluded to the theory of the exami¬ 
nation that is given to national batiks. Do you find any illustration of your 
theory in the examination in all public institutions?—A. The public examination 
is a factor in our banking system which we cortainly would not be likely to want 
to get along without. 

Q. But it would not be a panacea for all ills?—A. I think I could explain. You 
take a State; it has in it, we will say, a hundred municipalities. For every one of 
these plants in every one of these hundred municipalities, the accounts are kept 
in a uniform system; thoy are audited by a man who is absolutely independent of 
the corporations, the municipalities, the political parties. 

Q. Any more so than a bauk examiner?—A. No; could not say that; but the 
ideal thing is that he should be as independent as the judiciary. 1 always use the 
judiciary to illustrate my point. Now, to show you how it works, take the price 
of coal. If a municipality was paying more for its coal for its poorhouso than 
some other municipality, the publication of that would lead to an inquiry in the 
public mind as well as in the auditor's mind; and that thing would reduce it to a 
positive system, where no municipal officer would dare to enter upon his public 
accounts a price for coal that was out of line with what ought to be paid for it. 
And just so with the management—take the management as a whole. If you 
examine 50 gas works or 100 gas works, and the unit of cost in one is more than in 
another, that fact immediately tells you that that one wants to be looked after. 
Now, you take the uniform system, and you go through the list, and you canput 
your finger at once upon the principal item that has caused this rise in price. This 
difference may be entirely right, you understand; it may be wrong. But if it is 
right you know it is right, and you are satisfied; if it is wrong, you have found 
out where to make your improvement, and you can do that. There is no other 
way of getting at it. In reality independent accounts would not do it, and there 
is where the trust question comes in, the organization of different productive 
enterprises under one management, where they have a comparison of 50 or 100 
works, located in different sections of the country, the economies that they create 
or institute through that will come just through the>-.o things, and you will find, 
if you investigate the thing closely enough, that a very large percentage of the 
failures in manufacturing establishments and municipal establishments comes 
exactly through the fact that the men do not know how to figure cost, and they 
are self-deceived. If you are in a competitive business—say you are making 
wagons, if you please—you know how to figure the cost and put in every element 
of the cost, and you put down what you need to have as profit, and you give a 
price. Now, you know perfectly well that if you undersell that price you are 
going to lose tnat profit. If you undersell it too much, you are going to lose some 
of your capital. The other man, who don't know how to compute costs, who 
simply says his operating expenses aro so much, and that is the cost, is very likely 
to sell at a price that does not return him any profit at all. He may run along 2 
or 8 years while exhausting his capital, but his price is a drag on you. You have 
got to meet his price. And there is where the combinations, what we call the 
consolidations, are going to save the industries of this country. In the first book 
I wrote I referred to, in 1889,1 advocated the consolidation of the gas and elec¬ 
tric light, and it is being done now. The operation of the street railroads, every¬ 
thing that is operated by electricity, and the service of light, can be done from 
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one central station, or at least under one management for a municipality, which 
would cheapen it to a great extent. 

Q. Do you advocate consolidations paying for their plants in preferred stock and 
maxing a bonus of double that amount in common stock as water?—A. No, I do 
not; and you will never find anything of that under the system I do advocate. I 
want you to understand me. When I propose to make a contract with the pri¬ 
vate corporation and propose that they shall keep their accounts in this way, I 
commence with the investment account. Now, I provide that that investment 
account, the initial account, shall be determined in one of 3 ways, either by agree¬ 
ment between the municipalities and the corporations, as 2 men would make a 
bargain, or that they should leave it to arbitration to be settled, which is one of 
the ways of settling a dispute: and the other is that they should proceed exactly 
as they would if the municipality was going to buy the property, proceed under 
the law of eminent domain to get an award, and take the amount of that award 
as their initial investment. After that point has once been established, then my 
system would permit no addition to that investment unless it was certified to by 
the State auditor as having been necessary and the money actually invested for 
the full amount entered into the account. I have nothing to do with the watered 
stocks and bonds of the corporation; I let them take care of their own securities. 
That is their own matter; they can deal with it as they like. You will see at 
once my position is this, that if there is a million dollars invested, and that is 
determined in one of the 3 ways, then everybody is satisfied with that kind of 
investment; you can not complain against that investment. Now, you use that 
as a basis, and you calculate your profits upon that, and if that million dollars 
is represented in the corporation’s securities by two millions, that don’t interest 
the public, it don’t disturb the public, because they are only paying on the one 
million; they can’t be called upon to pay on any more. 

Q. The gas and electric plants of the country are very largely being consoli¬ 
dated, and the street railroads, by one syndicate. Do you think it is beneficial 
to society to have one syndicate run all of these plants in all our cities?—A. It 
certainly would be, if you were dealing with that syndicate on the basis I 
propose. But if you are not going to (leal on that basis, if you are going to 
let the syndicates take what they can get, just as they are doinf' now, the 
syndicates will take it. If I were going to consolidate the street railroads of a 
city, and the law gave me the option to do just what is being done to-day, I 
would do it that way; but if you ask me if that is the best way for the public, 
I would say no, it is not the best way for the public. The best way for the pub¬ 
lic is to have all of these industries handled in a way to bring to the public the 
best economical results. How can those results bo obtained? They can only be 
obtained by a consolidated management. The larger, the more efficient it will 
be, and you can only obtain it by putting that management in a position to deal 
with the public on a basis whereby it can bring itself under the operation of these 
economical conditions. 

Q. You say that the larger, the more efficient it will be; that is, the more 
wealth it has in it. Now, would it not be better if the whole people go into it, 
when it would be still larger?—A. It would be, barring this one factor. If you 
take the whole people in, and you can get men sufficiently patriotic to work for 
the people as a whole as loyally or as interestedly as they would if it was their 
own business, you ought then to get the same result; but that condition does not 
exist. When you eliminate the factor of self-interest from an industrial propo¬ 
sition, you have eliminated a factor of efficiency in the management. I said a 
little while ago, if that efficiency amounts to 10 per cent, that 10 per cent is 
enough to pay to the corporations their profit for managing it and preserving 
that efficiency. If you eliminate it and lose it, you do not grasp that 10 per cent; 
you 8’mply destroy it, and the public have not benefited by it. 

S . The evidence given yesterday was that so far as it has worked out practi- 
y in England and Scotland, public ownership seemed to give more efficiency 
and better satisfaction?—A. Yes; your words seem well chosen. It seems to be 
so. Is it so? I have never seen yet an industry managed by the public but what, 
if you will put a set of men into the same position of the public, in the details, 
the private management would take it and operate it ana make its profit, and 
give the price as low as the public management ever was able to make it. 
There are a great many points that need to be considered in these things. One 
year ago a municipal government tried to build a gas works. You do not say 
they shall own and operate 20 years, or 30 years, or any other period of years. 
They do not have to get the consent of property owners to run their lines through 
a street; they do it. All of those things make a difference in cost and in cal¬ 
culation as between public and private ownership; you see they are factors in 
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the calculation. Take, for instance, just to illustrate without trying to be exact, 
the statement made here yesterday about the difference in the cost of street rail¬ 
roads in Massachusetts and the cost in the Eastern States. What does that cost 
represent? There was no statement made to show. In Massachusetts it may 
represent just laying the tracks on the street and keeping them and operating 
them. In another city it may bo laying the track through a street and paving 
the street for 8 feet on each side of the rails. In the city of Philadelphia it means 
rebuilding the street entire, and paving it from curb to curb. That makes a 
difference in cost, and these statements without the explanation, you see, are 
only seeming advantages. 

Q. (By Mr. Kennedy.) You do not give an explanation yourself in regard to 
it. You say something that may be operating, but you do not impeach the testi¬ 
mony that was given here yesterday?—A. Certainly not; I do not intend to do 
that. I only call attention to the difficulties we are all in, and I think Mr. Bemis 
is just as fair about that as I am myself. 1 think that he told you how he agreed 
to this proposition ot uniform accounting. 1 state it absolutely, without any 
interest in it whatever, excepting to find that which is the best for the public and 
have it done. I do not own a dollar’s worth—yes, I do; excuse me; I own $50 
worth of stock in one electric company, and I own that because they asked my 
advice, and I wanted to see how my advice turned out. 

Q. (By Mr. Litohman.) Is not this the logical conclusion of your testimony: 
With rigid accounting, the cost established being the same with the municipal* 
plant and the private plant, by the same system of accounting, there is a mar¬ 
gin of saving to the municipalites equal to the 8 or 10 per cent profit given to the 
private corporation?—A. My contention is that if your accounts are kept identi¬ 
cal and audited so that we actually know we are dealing with identical things, 
that, if the theory is right that private management is more efficient than public 
management, that will prove it. 

Q. Assuming that the cost is found to be equal in each illustration, then the 
margin of savings would be the profit of 8 or 10 per cent to the private corpora¬ 
tion?—A. Then the public would demonstrate its ability to save that 8 or 1(3 per 
cent, and when it does demonstrate its ability to do it it ought to do it. 

Q. Now, your fear is, or perhaps your opinion is, that the actual cost being as 
it is, in the way you suggest, would show that the superior efficiency of the private 
management would overcome the difference in the cost between the private 
ownership and the city ownership?—A. That is my judgment. 

Q. (By Mr. Farquhar.) When you establish municipal ownership, what class 
of service are you going to put into these utilities, a rigid civil service?—A. I do 
not think it would be possible to establish that efficiency without.civil service. 

Q. Then the servants of public utilities would bo in for life, during good 
behavior?—A. Yes. 

Q. No other opportunity for any other part of the municipality to participate 
in the work or the wages that are paid?—A. Yes. 

Q. Would you call tliat a monopoly?—A. I should say it would be a very strong 
monopoly. 

Q. (By Mr. Kennedy.) Is it very probable that under civil service or under 
municipal ownership as many people would be employed as under private owner¬ 
ship?—A. If the service was operated with equal efficiency it would not make 
any difference as to the number of people. 

Q. What would be the difference in the disadvantage to the community of 
people using influence to get employment under municipal government and 
individuals?—A. None at all: be no difference whatever. 

Q. (By Mr. Litchman.) Under private ownership is there not a competition in 
labor, between the laborers, so that there will be assets in the less cost, as com¬ 
pared with municipal management,where a minimum rate of wages is established 
bylaw?—A, Very well, we will just take that proposition and deal with it in 
this way. if the public fixes the price it is to pay for the service upon the basis 
of cost, the wages of labor is a very important factor in that basis of cost, and 
if they desire to pay more for the service by requiring the corporation to pay the 
trade-union scale of prices, they could do it and the corporation would have no 
objection whatever to its being done—no reason for the objection. 

Q. That answers the question.—A. And in that way you can settle your 
railroad strikes. 

Q. (By Mr. Kennedy.) Is it any argument in your mind against municipal 
ownership that the people who would go into the employ of a municipality 
would have a long tenure of office; would be assured of steady work?—A. And 
good pay? 

Q. Yes.—A. I think it is an argument in favor of it. 
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Q. (By Mr. FaRQCHar.) Would it not, if you had a life-long service estab¬ 
lished in that way. put a premium on mediocrity? You would not have compe¬ 
tition that comes from individual corporations, from changing your men, and in 
bringing up your foremen, and in training your men into your work and getting 
outside help?—A. I have tried to cover that point. I will have to refer to another 
bill in this pamphlet on civil service. Yon will notice there I am a very different 
fellow from most civil-service men, in this: I say, broadly speaking, it does not 
interest the public liow a man gets his position, hut it does interest the public 
what he does after lie gets the position. I would say, let the primary appoint- 
ments be made just as now, if you please, by the spoils system, but after a man 
has been in the service, say, C months or a year, given a probationary term, 
you know, then he goes on to the regular roll, and all appointments, all promo¬ 
tions and raising of grades from one to another should be made from lower to 
higher right along, not from the outside world, but from within the service. 
That preserves the self-interest principle I think so much of. It gives a man an 
object in life, an ambition to rise, and gives him an opportunity and well-defined 
way by which he may rise on his record. 

Q. (By Mr. A. L. Harris.) Does the private ownership of waterworks stand 
upon the same footing exactly, the same plane, as the public ownership of other 
utilities that you speak of?—A. Well, there are, of course, reasons why water¬ 
works should be managed more or less by governments, that do not obtain in 
other services. You must have territorial rights over the source of supply; you 
must have the police regulations against, people throwing things into the streams 
from which you get your supply—powers that the private corporation cannot well 
exercise—but at the same time there is no reason, from the nature of things, why 
these powers can not be exercised by the municipality and the investment and 
operation be carried on under the private ownership: but of the list of public- 
service utilities there are many more reasons for public ownership of waterworks 
than of the rest. 

Q. Are there many cities at the present time in the United States that get their 
water supply through private corporations or companies?—A. I believe Mr. 
Beniis said yesterday about one-half. About 4 8 per cent of them are private 
companies now. 

Q. Is that as satisfactory as the municipal ownership?—A. Well, there comes 
up the question of what you mean by satisfaction. If you mean satisfaction as to 
the quality of water, that must be a local condition necessarily. 

Mv own studies have led me to this conclusion—you see 1 come light back to it 
all the time: We have a condition as well as theory to deal with. Here are cor¬ 
porations, and they have made their investments, and their franchises are running 
out; if it is not in this town to-day it is in some other town, and it is up somewhere 
all the time. How can we l>est deal with this question? As it has been dealt with, 
we take simply one side, showing less for municipal ownership to overcome—the 
difficulty that we have had in the private ownership, the watering of stock and 
the abuses of the people, and all that, are good cards to people on that side; but 
at the same time there is no evidence to show that municipal ownership is going 
to be any better for the public. Take the question in the State of Ohio. The 
municipal code commission studied this problem for 2 years, and brought in a bill 
at the last legislature permitting every municipality in that State to own and 
operate its own waterworks, its own gas works, its own street railroads, its own 
telegraph system, and its own garbage plant, and then any other thing they want to. 
That was in their bill. How did they safeguard the public in that grant of power? 
First, that the electors might vote bonds to acquire the properties; second, that 
they should be operated by the municipal government; third, that if there was 
a deficiency of revenue from the works as a result of the operation, that deficiency 
should be entered into the tax list to he paid by the taxpayer. Now, gentlemen, 
what kind of a condition would that create? God knows there are deficiencies 
enough now, but if you had all of those utilities to help create deficiencies it would 
be very easy to create them, especially when the public mind has been taught that 
one-half of this price paid for street-car fare, if you please, is profit to the corpora¬ 
tion. How would a municipal council operating the street cars have the power to 
resist the demand to cut that down to 2-cent fare and the taxpayer pay the defi¬ 
ciency? I am basing my argument on this: This is a result of the commission 
which was employed by the State to study this question. It reported a bill of this 
kind. I suggested to the legislature that if they wanted the right to own and 
operate at all in Ohio they had better provide—I did not say not give this author¬ 
ity to the municipality at all, but I said when you give that authority to the 
municipality, provide that their safeguard first is that the accounting shall be 
kept as prescribed by the State auditor, and shall be audited by the State auditor, 
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and that the municipality shall not sell the service for less than cost, as deter¬ 
mined by the State auditor. That will prevent your deficiencies. Also provide 
that the oonds issued, instead of being a mortgage upon the taxpayers’ property, 
should rest for security, exactly as it does in the private corporation, upon the 

F roperty, the franchises for operating it, and the income from it. This is all 
ash for, and I think any business man will say that is a safe proposition. 

Q. (By Mr. Phillips.) Have you made a careful comparison of the plants 
owned by cities and those that are run by individuals, so as to be ready to affirm 
that municipal ownership is not the most economical way? Have you studied 
that by comparison in America?—A. In answering a question of that kind I must 
always have it understood that the accounts themselves—as long as you question 
the accuracy of the accounts you really have no basis to go on. The proposition in 
this matter hero is that you take an example of, say, 10 or 15, and you measure the 
cost of service under municipal ownership as against the price charged by the cor¬ 
poration. That is the true measure, and I have done that in individual instances a 
number of times. I have in some instances, where I met the question of what 
price should be paid for public lights—I knew of a contract question of that kind 
being up for settlement—I have advised the private corporation to offer to its 
municipality to have the price fixed at a rate that would be shown to be the cost 
as produced by a municipal plant in some town of corresponding size, but always 
advised them that that price should not be determined by public report, but by an 
audit of the accounts to determine the actual cost. This has been done in some 
cases. I wouldn’t hesitate to recommend every public-service corporation in this 
country to gauge their prices in that way. 

Q. (By Mr. Litchman.) Are you familiar with the law of Massachusetts cov¬ 
ering uniform rates for electric-light plants?—A. I am somewhat. 

Q. Does the law cover private corporations as well as municipal plants?—A. 
The law was first drawn for covering private corporations, and municipal plants 
were added afterwards. 

Q. And the system of accounting is the same in both cases?—A. Yes. 

Q. Well, so far as Massachusetts is concerned, you have a basis for compari¬ 
son?—A. I said yes. That is not quite accurate. The commission required reports 
from all corporations, municipal as well as private. They only go so far into the 
question of uniform accounting that the account may be kept in a way so they 
can make the reports. The fault with that law is this: It does not require that 
the price of the service shall be based upon cost, plus the profit, as I have 
described. Had that been the law. the Haverhill case never would have occurred. 


Q. Well, so far as the law goes the returns are exactly the same from both 
kinds of corporations?—A. The reports are made out the same. 

Q. Well, are they not then based by comparison as far as they go?—A. As far 
as they go, they are. 

S . (By Mr. A. L. Harris.) I want to get back to the trouble of a small munic- 
ity getting the benefit of waterworks through private corporations. Is it 
feasible for the small municipality that has bad water and wants good water to 
get it through a private corporation?—A. I do not see any reason why they should 
not if there is water to be had. If a municipality can get that water I do not 
see why a private company could not get that water. 

Q. Would it cost more or less, in your opinion, fora small municipality to have 
a private corporation supply the water rather than the municipality itself? —A. 
If the municipality assesses the laying of the water mains as a public improve¬ 
ment against the property, and then is to earn only enough to pay for its pump¬ 
ing station and the men to operate it, it can make a less price because it has a less 
capitalization; but if it would take the same process in dealing with the private 
corporation, the Rarne less price would appear. 

Q. The private corporation would necessarily have to have its officers, would it 
not, and they would have to be paid?—A. If tne corporation was large enough, 
certainly. I am rather glad you asked that question for this reason Take the 
leport of the Department of Labor, and one or the claims is that under private 
management large salaries are paid that are saved by municipal management. 
Well, now, in that group of municipal electric-lighting plants in the Department 
of Labor report, there was quite a number of them—I won’t pretend to say how 
many—but over, I think, 10 per cent of the whole number I have examined, even 
more than that, even 20 per cent of the whole number, returned less than $100 a 
year paid for management. Now, I will leave it to you whether or not a book¬ 
keeper would not cost more than $100 a year, and some of them were as low as $25 
paid for management. Now, if that is all that goes into this account paid for 
management that must be paid for somewhere else. If it is not paid for in the 
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accounts, It is paid for by some other city clerk doing the work, and his pay is 
being charged up to some other department, and this is the vital point; you can’t 
get at it without uniform accounting. You have got to know what you are talking 
about, and you are being misled; you are being self-deceived. You certainly 
wold not expect that a corporation could keep its accounts and not pay for its clerk. 
It has to pay for its clerk and it has to appear on its books. 

You take the condition that occurred in Philadelphia when the municipality 
was running the gas works. There all of the collections of all gas bills were made 
through the department of taxes, and the expenses of collecting these gas bills 
appeared as expenses of the department of taxes and did not appear at all in the 
expenses of the director of gas works. Now, superficial examination would not 
find that point, perhaps, and you would be misled; a statement made on that 
basis would mislead the public. 

Q. I can see how service might be obtained cheaply by private corporations— 
that is, large municipal corporations—but the small villages was what was bother¬ 
ing me—when waterworks are owned by a private corporation, whether it would 
cost more than it would to the small municipality owning it?—A. Of course there 
are such places. Right out here where I have what 1 call my home when in 
Washington, at Takoma Park, they are putting in waterworks. That water¬ 
works is not largo enough to be an investment for a private corporation—it could 
not handle it at ail; but I was looking over my tax bills last night, and I noticed 
an increase in the tax bills. If I get water at a certain price, that is one thing, 
but what I don't pay for in that price I pay for in my tax bill. If I would pay a 
private corporation the same amount that I pay in both of these accounts, tile 
private corporation might »e willing to do the work, but we don’t do it that way. 

Q. But if you are going to submit to a vote of the people a proposition to estab¬ 
lish a municipal plant, the sum would lie so great that it would probably prevent 
the taxpayer voting to adopt the municipal waterworks system, would it not?— 
A. Yes; we have this advantage; We make the unimproved property, whether it 
uses any water or not, pay this tax. 

Q, (B’y Mr. Litchman. ) In the establishment of a system of waterworks it is the 
custom for the city to issue bonds, is it not?—A. Generally the custom. 

Q. And a provision is made for a sinking fund to cancel that debt eventually?— 
A. Not always. 

Q. Is it always the case in Massachusetts?—A. That is the case in Massachu¬ 
setts; yes. 

Q. Where that system prevails, the first cost is provided for, and will be ulti¬ 
mately wiped out, will it not?—A. Well, the sinking fund would mean-. 

, Q. (Interrupting.) The ultimate wiping out of the bonds?—A. Yes. 

Q. Then, with each succeeding year the amount paid on account of the sinking 
fund reduces the first cost of tile plant, does it not?—A. The amount paid by the 
consumer is stationary. 

Q. Not necessarily.—A. Until your bond provision is wiped out. 

Q. Well, the point I want to get information on is how far the establishment 
of the sinking funds offsets the posit ion which you seem to take that under munici¬ 
pal ownership the real cost of the plant is not made manifest. Now, of course, I 
only speak from experience in Massachusetts, with which I am most familiar. In 
all cases of public ownership there the law compels the setting aside of a certain 
percentage, usually 5 per cent every year, which in SO years will wipe out the 
cost of the plant—less than 20 years.—A. The construction cost of tho plant is 
one thing; the operating coat, the cost of ownership and operation, the contingent 
cost, is another thing. Now, the construction cost would ws known and incurred 
by bond issue and provided for by the sinking fund; but the operating cost, the 
cost of ownership and profit, is not so provided for. That has to come from the 
rates; and if a large share of that is raised by taxation, then the rate can be 
lowered. You will find that thatcondition exists in a great manycases. I think 
you will find in that book there [indicating], with the red paper around it, where 
I quote from the editor of the Boston Herald a statement that he made about the 
Boston waterworks a few years ago, showing how much more the work had cost 
than the accounts were showing. 

One thing that I would like to have the commission take seriously into consid¬ 
eration—we have had a good deal of by-talk, yon know—but the real proposition 
that I want this commission to consider is this: The principle to be applied to all 

?ublic-service utilities, and I mean that from the highest to the lowest. I started 
0 years ago to study this question, and I have put in all my time on the munici¬ 
pal question, for the reason that it is the question that stands nearest to the people; 
and I stated in the preface to my law book that the public policy which is finally 
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the accepted policy of the municipalities on these questions will become the 
national public policy. You can do this thing just as in the small State of 
Wyoming, where there is, you might say, a virgin soil to start the system of 
accounting in. We can start it there and get our illustrations, etc., but it is a 
very different problem to go into Massachusetts and do it, where they have their 
system already. But these questions will keep on pressing for solution, no mat¬ 
ter what any of us think about them. And what will the solution be? That is 
the practical question. I have stated the problem as related to municipal affairs, 
hoping there to find a solution of the question that would be not only for 
municipal affairs, but for national affairs. I have reached the conclusion that 
the public service, in the first place, can not exist unless it has some privilege 
from the public. Wherever the public grants the privilege it should safeguard 
itself to secure the advantages to be derived from that privilege. How can it do 
it? It can do it only through taking hold of the accounts, knowing absolutely the 
true condition. If you do not know that, you can not legislate intelligently; I 
don’t care what your opinion is, you can not legislate intelligently. Now, you 
declare those accounts to be public accounts. You put in your auditor; he pre¬ 
scribes them; he audits them. If you have a dishonest or incompetent auditor, 
you are going to fail. You can not hedge against that; that is impossible. Then 
you know wnat you are doing. Now, you want to legislate on rates, telegraph 
rates, telephone rates, steam railroad rates—it don’t matter what service it is, the 
principle applies. Now, you want to legislate; you know your cost. As long 
as you are employing private capital and private work in carrying on that busi¬ 
ness, every intelligent and sane man will say that it is entitled to a profit. All 
in the world that the public want to know is that the profit is fair and not unjust. 
Now, then, you state that profit. I tried very long to find some way of finding 
the standard by wliich you could gauge that profit; I have stated that principle in 
the bill drawn for the Ohio legislature. The profit should be gauged at twice the 
rate of interest the nation, State, or municipality is paying on its bonds. If there 
was a condition to-day such that United States bonds would sell at 0 per cent, and 
they once did, then under that rule the private corporation would be earning 12 
per cent. If you get to a change in the general conditions, and the Government 
bonds are sold at 3 per cent, then the private corporation would be earning 6; but 
the 6 per cent under the conditions under which it is earned is as good an invest¬ 
ment to the investors as the 12 per cent under the other conditions. And so you 
go in the small towns whore the rate is 5 or 4 per cent, in the large towns where it 
is 8; there is an adjustable standard; it is fixed by competition in the open money 
market; legislatures can not change it if they want to; it is known already; there 
is no dispute about it; and I have uover seen a business man who would say it 
would give an unreasonable rate. Now, the problem all comes right down to this: 
If the Interstate Commerce Commission, to illustrate, in a large sense, had the 
authority to go into the accounts of the railroads as this system of accounting 
would require somebody to do, auditing itself the accounts under the cost feature 
of it, you can just draw in your own imagination how the railroad tariffs would 
be affected. 

In this connection, permit me to suggest that I consider it to be a matter of the 
highest importance that the Congress should require a uniform system of public 
accounting and independent auditing for all public accounts in the new posses¬ 
sions for which a system of government is now in process of formation. I hope 
this commission will so recommend. 

. Q. (By Mr. Phillips.) You have stated that there can be no intelligent legis¬ 
lation without such a system of accounting as you have described?—A. Yes. 

Q. Then the conclusion is that in a great majority of cases, practically all, thus 
far there has not been any intelligent legislation?—A. I would say that—with all 
due respect, you understand. The point is right here. We say the legislators 
who have enacted these laws have done the best they knew how. I do not want 
to give them any other reputation than that. But if they did not know it all, 
they could not ao any better. And the man who does not know what the cost of 
an article is can not fix a price on it based on cost and do it intelligently. He 
may guess at it, and in the general shake-up of things and the competition, one 
thing rubbing against another, you may get at what we call the substantial 
adjustment, but you have not got it done scientifically. 

Q. Now have you any other matter to speak of, Mr. Foote?—A. That is all so far 
as the uniform accounting goes. It might interest you to know this, that within 
the last 2 or 8 years the movement in this direction is growing very rapidly, 
and that there are some 12 or 14 organizations, representing gas works, water¬ 
works, street railroads, and different organizations of municipal reformers of 
different kinds, that have put themselves on record in favor of initiating this kind 
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of a system, and they have to-day committees appointed studying the question; 
and there is a very great hope of its taking effect in practical legislation soon. 

Q. You have the bills written out?—A. The bills are in this book. 

Q. You will leave a copy of them with us?—A. Yes; and I hope to see those 
bills presented—if I could have my own way about it, I would have them pre¬ 
sented in every legislature there is m session, put them on their passage, and see 
what comes or it. Some legislatures might adopt them. And I want to say one 
word in regard to my own position in reference to these bills. I want to be clearly 
understood on one point: If in my proposition there is anything that is not sound, 
if any gentleman will make an amendment, will suggest an amendment to any of 
my propositions that will make them sounder business propositions for the public, 
I should be very glad to accept the amendment and to acknowledge it. But if he 
can not do that, why then I would like to have him stand with me for their enact¬ 
ment as they are drawn. That is the logic of the situation. 

(Testimony closed.) 


Washington, D. C., January 4 ,1901. 

TESTIMONY OF PROF. FRANK PARSONS, 

President National l*ul>lic Ownership league. 

The commission met at 11 a. m., Vice-Chairman Phillips presiding. At that 
time Prof. Frank Parsons, 11 St. James Avenue, Back Bay post-office, Boston, 
Mass., appeared as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Clarke. ) Will you please give your name and post-office address?— 
A. Frank Parsons; 11 St. James Avenue, Back Bay post-office, Boston. 

O. Are you connected with Boston University?—A. Yes. 

Q. In what capacity?—A. I give a course of lectures on insurance law. 

Q. How long have you been a lecturer there?—A. Nine years. 

Q. Have you given special study to the subject of railways, telegraphs, tele¬ 
phones, and public-service corporations generally?—A. Yes. 

Q. The commission will be pleased to hear you upon those subjects, and will be 
glad to have you proceed in your own way.—A. Thank you. That is what I 
would like to do. I have blocked out a line of thought 011 those subjects that your 
letter invited me to speak about, and would like Jo follow that line in dealing with 
them. They have been in my mind and under iiiy study more or less for 25 years, 
at first chiefly from the attitude of a civil engineer. I graduated from the civil 
engineering course of Cornell University in 1873, and my mind in those years was 
mainly occupied with mathematical and economic ideas. A little later I began 
to study law, and then the legal and political elements of the problem became the 
predominant ones, and later yet I got still more deeply interested in general social 
philosophy, ethics, and sociology, and the ethical and social aspects became pre¬ 
dominant over the others. I would like to present my line of tnought, if you are 
willing, under the title— 

PRIVATE MONOPOLY IN TRANSPORTATION CONTRASTED WITH PUBLIC OWNERSHIP 
AND COOPERATIVE OPERATION. 

The fundamental test of any institution, method, or service must be its effect 
upon the public good, its relation to morals, manhood, government, industry, 
civilization, and progress; and in applying this vital test tne principal emphasis 
must be placed not upon the financial results, but upon the human results, not 
on money, but on manhood. Final values—real values—must be measured in 
terms of life and progress, not in terns of dollars and cents. Dollars and cents 
are important, of course, but life, liberty, justice, virtue, and intelligence are 
infinitely more important. Material wealth is an excellent thing, rightly obtained 
and properly used, but it is not an end in itself—it is only one of the raw materials 
of civilization. Justice, character, and human development, happy homes and 
noble lives, are the real ends for which railways and telegraphs and telephones 
and all other institutions, whether industrial, political, or social, exist, and only 
so far as they conduce to these ends is their existence justified. So that even 
when we are dealing with questions of material wealth it will not do to consider 
simply the amount; we must consider also the method of production, distribution, 
and expenditure, for material wealth, wrongly obtained through bad processes of 
production, or uniustly distributed, or corruptly or injuriously used, may be 
opposed to the public good, and so become illth instead of wealth. Wealth is 
simply that which produces what is well; illth is that which produces what is ill. 
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THE AIM—PRIVATE PROFIT OR PUBLIC SERVICE. 

In applying these tests, or this compound test with particular emphasis, the 
first thing that I note is the difference of aim between the two systems tnat I have 
spoken or. Private monopoly aims at dividends for stockholders; public owner- 
snip, as a rule, aims at service for all. 1 mean that a normal public institution 
aims at the public good, while a normal private monopoly aims at private profit. 
It serves puolic interest also, but such service is incidental, and not the primary 
purpose. It serves the public interest so long as it runs along in the same direc¬ 
tion and is linked with private profit, but when the public interest departs from 
or runs counter to the interests owning or controlling the systems, then the 
public interests have to take a back seat. And not merely is the aim of private 
monopoly material wealth, subordinating the higher elements of wealth and 
oven disregarding them, but the aim is material wealth for the few, not for all; 
and still further, the aim is material wealth for the few now. A private monop¬ 
oly ordinarily can not expend money and develop a great system of transporta¬ 
tion, looking for its pay in the next decade, or through the collateral development 
of other industries and of the country as a whole, but it must have its profit 
now; the stockholders and bondholders want their dividends and interest, and 
they want them immediately. 

Public ownership, on the other hand, under normal conditions can and does 
aim first at the public good, making profit and material wealth a subordinate, 
incidental matter. And so far as it deals with material wealth on the financial 
plane, public ownership aims at wealth for all and not for the few, and due regard 
is paid to the future and to the collateral development of other industries and of 
the country. 

In regard to this difference of aim which appears to me to bo the fundamental 
distinction between the two systems, public ownership and private monopoly, I 
would like to read a passage from a speech of Bismarck, and another from the 
argument of the Prussian Cabinet, at the time they were considering the change 
from private ownership to a complete system of public railways in Germany. 

On April 26,1876, in a si>eech in the Prussian Parliament advocating the con¬ 
solidation of railways under Government control and ownership, Bismarck used 
the following words. He was comparing the railways in Germany, which were 
public property and operated by the States, with the systems that were still pri¬ 
vate. He said in regard to the State railways: 

“ They serve chiefly the public interests of traffic, of commerce, of the circula¬ 
tion and transport of commodities and passengers; besidos, as a secondary con¬ 
sideration, they aid the public treasury.” 

Please notice how distinctly he places the money question second. First, he 
said, “They serve the public interests of traffic, of commerce, of circulation,” and 
afterwards he notes as a subordinate matter, “ as a secondary consideration, they 
aid the public treasury.” 

Then he continues: '■‘■And in all events promote only public interests. It is the 
misfortune of private railways that a privilege granted by the State, and a privi¬ 
lege that could not be made use of without the help of the State—we may say a 
monopoly granted by the Government—should be legally exploited in behalf of 
private interests and private pockets.” 

Bismarck, one of the greatest minds and one of the greatest statesmen that 
ever lived, has stated in this speech, as clearly as it would be possible to state it, 
the vital difference between the two systems. 

Let me turn now to another great document, the argument of the Prussian 
Cabinet, which was sent by them to the Reichstag in 1879 along with the bill pro¬ 
viding ror the absorption of the private railways, the transfer of them to the 
State. The argument for nationalization of the railways is concentrated on two 
great points. First, the benefits, economies, etc., that would result from the con¬ 
solidation of the system under a single general management, and, second, “direct 
attention by the Government to public interests, which do not permanently find 
sufficient furtherance and protection where the railroads are in the hands of pri¬ 
vate corporations whose object is gain.” There again we see that fundamental 
distinction clearly drawn and emphasized as one or the two vital reasons for the 
transfer of the railways. 

The Federal Council of Switzerland in 1897 put out an argument to the people 
when the proposed taking over of the railroads of Switzerland to the State was 
being considered, and in that argument one of their main points was this same 
matter—that the transfer of the railroads to the State meant that they would be 
administered primarily for the public interest and not for the mere financial 
benefit of a small class of owners; that a public system would aim at advantage 
to the whole people, while private companies look mainly to the advantage of the 
stockholders or a small part of the people, and that a public system aims not only 
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at the benefit of the whole people instead of a part, bnt at the benefit of the peo¬ 
ple in the higher sense as well as in the commercial sense—the public good—not 
merely on the financial plane, but on political, social, and ethical planes also. I 
speak from memory about the Swiss arguments, giving the impression they made 
upon me. I haven't the documents with me. I have, however, a little quotation 
from a discussion of the vote of the people afterwards in Switzerland at the time 
when they overwhelmingly adopted the measure for making the railroads public. 
It is a summary made by Horace Micheli in Appleton’s Popnl&r Science Monthly 
for September,'1898, in which he says: 

“ The majority of the eloctors evidently regarded the railroads as a public serv¬ 
ice of the same kind as the post-office, telegraph, etc., and sought to remove all 
private influences and Benee of personal benefit from their management.” 

The mere fact of changing the aim may not make the administration perfect, of 
course, but nevertheless, as these high authorities have recognized, it is of the 
greatest importance to change the aim. With equally good management and 
equally good intentions in those who have control, the aim makes all the differ¬ 
ence in the world. If they aim at private profit, good management will get it; 
if they aim at public good and the higher wealth, good management will get that. 

1 have not by any means exhausted the evidence that public systems consciously 
aim at the public good and the higher wealth as superior to questions of mere 
financial gain. A few further items on this point may be useful here. 

In Hungary in 188!) the Government changed from the old system of tariff to 
what is called the zono system, and they gave their reasons for the change in a 
document issued at the time. 

Q. (By Mr. Clarke.) When you say tariff there, you mean for transportation?— 
A. Yes: the transportation rates. The Government gave their reasons for the 
change, and among all those reasons there is not one word about profit or finan¬ 
cial gain in any way. The reasons are the facilitation of communication, the 
development of the country, the consolidation of the country politically by creat¬ 
ing better communication among the people, breaking down prejudices and 
antagonisms by fuller intercourse, the development of civilization through the 
educational value of communication—“ it was essential to consider tho great eco¬ 
nomic and civilizing effects of such a reform,” said tho Government. Where is 
the private railway management that has reduced rates 40 per cent to 80 per cent 
(or the sake of the civilizing effects of easy communication? To reduce rates and 
facilitate intercourse, and to do this by a system which, while inducing a large 
increase of traffic, would admit of great simplicity in its management, “ so reduc¬ 
ing the cost to the lowest practicable limit; the aim being to demand of the coun¬ 
try the smallest financial sacrifices possible, and yet to inaugurate upon the 
Government railroads a radical reduction of rates ” by “ methods which would 
place tho offered reductions within the reach of all, and adapt them to the require¬ 
ments of all ranks and classes of the entiro population,” thereby securing “ the 
great economic and civilizing effects” and other benefits above mentioned; such 
was the purpose of the Government railway management in Hungary. Social, 
political, and educational benefits supply the dominant motives; and so far was 
the State from subjection to the money motive that it was ready to make “ finan¬ 
cial sacrifices ’ in order to use the railroads for higher interests; seeking, however, 
with duo regard to material economy, to make the financial sacrifices as small as 
possible. This noble railroad policy has been rewarded not only by large attain¬ 
ment of the benefits sought by the Government, hut by such an astonishing 
growth of business and simplification of management that, instead of the financial 
sacrifices expected by the Government, tho net receipts were enlarged by the 
change. 

Again, in New South Wales, where the railroads are also public property, the 
head of tho railroad commission says: “ We do not ran tho roads to make money, 
but for the convenience of the public and the good of man.” It is the human 
element they are considering, and not the financial. 

So in New Zealand, probably the strongest illustration of all, Premier Seddon, 
and Minister of Railways Cadman, and his successor, Ward, have all definitely 
announced it as their settled policy, the settled policy of the State, to run the 
railroads in tho interests of the public, to develop the country, to help labor, to 
encourage education, entirely subordinating questions of financial gain, and, in 
so far as they do consider material wealth, they consider it chiefly in the way of 
collateral benefits through the development of farms and factories and the growth 
of business throughout the country. They understand that every dollar spent in 
wise railroad construction means at least added to the value of land, and they 
take care that the State shall receive that value by keeping the land in the gov¬ 
ernment’s control as far as possible. They know also that the development of the 
railway system means the development of commerce and industry, and that the 
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indireot results even to the publio treasury, without considering the higher bene¬ 
fits, will be ample remuneration for all they spend on the railroad system. 

The same thing is recognized by the English telegraph. In one of our consu¬ 
lar reports (United States Consular Reports, vol. 47, pp. 565, 566) I find the fol¬ 
lowing statement: “The English Government does not consider the telegraph 
service as a means of revenue for the treasury, but as a means of information for 
the whole country, giving facilities of all kinds for its use and extension in all the 
social classes. In favonng increased trade by this instrument of commerce it 
well knows that the treasury will bonefit indirectly from augmentation of the 
general wealth.” 

These illustrations could be extended, but the point is sufficiently emphatic 
now, perhaps, to offer and invite fair recognition, so I will pass to the considera¬ 
tion of the question, 

HOW THE DIFFERENCE OF AIM WORKS OUT IN ACTUAL PRACTICE. 

Discrimination#. 

From the theory to the fact, and first in regard to discriminations. Discrimi¬ 
nations, usually more or less secret, between one person and another are perhaps 
the greatest evils of our railroad system. The Senate committee of 1885 found 
enormous evils in our railroad system in this regard, and stated the facts in 
emphatic terms in its report. On page 7 of their report they say that our efficient 
service and low rates—i. e., the low average of our freight rates—“have been 
attained at the cost of the most unwarranted discriminations, and its effect has 
been to build up the strong at the expense of the weak, to give the large dealer an 
advantage over the small trader, to make capital count for more than individual 
credit and enterprise, to concentrate business at great commercial centers, to neces¬ 
sitate combinations and aggregations of capital, to foster monopoly, to encourage 
the growth and extend the influence of corporate power, and to throw the control 
of the commerce of the country more and more into the hands of the few.” 

On page 40 the committee say; “ Railroad companies are not disposed to regard 
themselves ' as holding a public office and bound to the public,’ as expressed in 
the ancient law. They do not deal with all citizens alike. They discriminate 
between persons and between places, and the States and Congress are conse¬ 
quently called on to in some way enforce the plain principles of the common law 
for the protection of the people against the unlawful conduct of common carriers 
in carrying on the commerce of the country.” 

On page 188 the following example is given: 

“One reference to the testimony must suffice to illustrate the universality of 
individual favoritism, tho reasons which influence the railroads in favoring one 
shipper to the ruin of another, and the injustice of the system. Mr. C. M. Wicker, 
of Chicago, a former railroad official of many years' experience, was asked if he 
knew anything of discrimination upon the part of transportation companies as 
between individuals or localities, and testified as follows: 

“‘Mr. Wicker. Yes; Ido. And this discrimination, by reason of rebates, is a 
part of the present railroad system, I do not believe the present railroad system 
could be conducted without it. Roads coming into this field to-day and under¬ 
taking to do business on a legitimate basis of billing the property at the agreed 
rates would simply result in getting no business in a short time. 

“ ‘ Senator Harris. Then, regardless of the popularly understood schedule rates, 
practically it is a matter of underbidding for business by wav of rebates? 

“ ‘ Mr. Wicker. Yes, sir; worse than that. It is individual favoritism, the 
building up of one party to the detriment of the other. I will illustrate. I have 
been doing it myself for years, and had to do it. 

“ ‘ Senator Harris. Doing it for yourself in your position? 

“ 1 Mr. Wicker. I am speaking now of when I was a railroad man. Here is 

? uite a grain point in Iowa, where there are 5 or 6 elevators. As a railroad man 
would try and hold all these dealers on a “ level keel ” and give them all the same 
tariff rate. But suppose there was a road 5 or 8 or 8 miles across the country, 
and these dealers should begin to drop in on me every day or two and tell me that 
that road across the country was reaching within a mile or two of our station and 
drawing to itself all the grain. You might say that it would be the just and 
right thing to do to give all the 5 or 6 dealers at this station a special rate to meet 
that competition through the country. But as a railroad man I can accomplish 
the purpose better by picking out one good, smart, live man, and, giving him a 
concession of 8 or 4 cents a hundred, let him go there and scoop the business. I 
would get the tonnage, and that is what I want. But if I give it to the 5, it is 
known m a very short time. 
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“ 1 When you take in these people at the station on a private rebate yon might 
as well make it public and lose what yon intend to accomplish. You can take 
hold of one man and build him up at the expense of the others, and the railroad 
will get the tonnage. 

“ ‘Senator Harris. The effect is to build the one man up and destroy the others? 

“ 1 Mr. W ICKER. Yes, sir; but it accomplishes the purposes of the road better than 
to build up the 6. 

“ ‘Senator Harris. And the road, in seeking its own preservation, has resorted 
to that method of concentrating the business into the hands of one or a few, to 
the destruction of the many? 

'“Mr. Wicker. Yes, sir; and that is a part and parcel of the ystem.’” 

On page 1811 the committee says: 

“ The practice prevails so generally that it has come to be understood among 
business men that the published tariffs are made for the smaller shippers, and 
those unsophisticated enough to pay the established rates; that those who can 
control the largest amounts of business will be allowed the lowest rates; that 
those who, even without this advantage, can get on ‘the inside' through the friend¬ 
ship of the officials or by any other means can at least secure valuable conces¬ 
sions; and that the most advantageous rates are to be obtained only through 
personal influence or favoritism, or by persistent ‘bulldozing.’ 

“ It is in evidence that this state of affairs is far from satisfactory, even to 
those specially favored, who can never be certain that their competitors do not, 
or at any time may not, receive oven better terms than themselves. Not a few 
large shippers who admitted that they were receiving favorable concessions 
testified that they would gladly surrender the special advantages they enjoyed if 
only the rates could be made public and alike to all.” 

Again, on page 191: 

“ Universal complaint has been made to the committee as to the discriminations 
commonly practiced against places, and as to the conspicuous discrepancies between 
what are usually termed ‘local’ rates and what are known as ‘through’ rates.” 

In summing up the testimony on pages 180-183 of their report, the committee 
presents this tremendous indictment; 

“The complaints against the railroad systems of the United States expressed to 
the committee are based upon the following charges: 

“1. That local rates are unreasonably high, compared with through rates. 

"3. That both local and through rates are unreasonably high at noncompeting 
points, oither from absence of competition or in consequence of pooling agree¬ 
ments that restrict its operation. 

“3. That rates are established without apparent regard to the actual cost of 
the service performed, and are based largely on what the traffic will bear. 

“4. That unjustifiable discriminations are constantly made between individ¬ 
uals in the rates charged for like service under similar circumstances. 

“5. That improper discriminations are made between articles of freight and 
branches of business of a like character, and between different quantities of the 
same class of freight. 

“8. That unreasonable discriminations are made between localities similarly 
situated. 

“7. That the effect of the prevailing policy of railroad management is, by an 
elaborate system of secret special rates, rebates, drawbacks, ana concessions, to 
foster monopoly, to enrich favored shippers, and to prevent free competition in 
many lines of trade in which the item of transportation is an important factor. 

“8. That such favoritism and secrecy introduce an element of uncertainty into 
legitimate business that greatly retards the development of our industries and 
commerce. 

“9. That the secret cutting of rates and the sudden fluctuations that constantly 
take place are demoralizing to all business except that of a purely speculative 
character, and frequently occasion great injustice and heavy losses. 

* * * * * * * 

“14. That the differences in the classifications in use in various parts of the 
country, and sometimes for shipments over the Bame roads in different direc¬ 
tions, are a fruitful source of misunderstandings, and are often made a means of 
extortion. 

“ 16. That a privileged class is created by the granting of passes, and that the 
cost of the passenger service is largely increased by-the extent of this abuse. 

“ 18. That the capitalization and bonded indebtedness of the roads largely 
exceed the actual cost of their construction or their present value, and that 
mreasonable rates are charged in the effort to pay dividends on watered stock, 
mo intereet on bonds improperly issued. 



“ 18, That the management of the railroad buxines? is extravagant and wasteful, 
and that a needless tax is imposed upon the shipping and traveling public by the 
unnecessary expenditure o1 large sums in the maintenance of a costly force of 
agents engaged in a reckless strife for competitive business.” 

The interstate-commerce law was passed and the Interstate Commerce Commis¬ 
sion was established to abolish the evils of unjust discrimination, but the work 
has not been accomplished. The Interstate Commerce Commission has told us 
year after year that the discriminations are still going on; that they can not be 
stopped, under present laws at least; and I think we might say that no law that 
coma be passed of a regulative character could possibly put an end to these pref¬ 
erences given to the favorites of railroad management and to great shippers. 
These discriminations result from a law higher, I believe, than any that Congress 
can make—the law of industrial gravitation toward the center of highest profit. 
There is more profit to the railroad management in dealing with one man than in 
dealing with many. It is a simpler matter and safer; they can control things 
better; they can ship in larger quantities; in every way it is better for the rail¬ 
ways. It is also better for the railroad manager in another sense, for he fre¬ 
quently has some stock or interest in the company or firm which is given the 
privilege, and so he secures a personal profit; not always, but many times. So 
that, considering all the influence tending in that direction, especially the pres¬ 
sure brought to bear by great companies and firms through the threat to with¬ 
draw their traffic entirely unless the rates they demand are given them, we can 
understand that our railways are practically compelled, under oxisting condi¬ 
tions, to give preferences to the great trusts and corporations; and they will do it 
secretly if they are not allowed to do it openly. 

The Interstate Commerce Commission states in their report of 1890, and reiter¬ 
ates in ^he report of 1900, that— 

“Tariffs are disregarded, discriminations constantly occur, the price at which 
transportation can he obtained is fluctuating and uncertain, railroad managers 
are distrustful of each other, and shippers all the while in doubt as to the rates 
secured by their competitors. * * * Enormous sums are spent in purchasing 
business, and secret rates are accorded tar bolow the standard of published 
charges. The general public gets little benefit from these reductions, for con¬ 
cessions are mainly confined to the heavier shippers. All this augments the 
advantages of large capital, and tends to the injury and often to the ruin of small 
dealers. These are not only matters of gravest consequence to the business wel¬ 
fare of the country, but they concern in' no less degree the higher interests of 
public morality. "* * * It is often said, in substance, that if any carrier 
gives discriminating or preferential rates it is the duty of the commission to pre¬ 
vent or punish such misconduct. Unfortunately, the commission is powerless to 
perform any such duty.” 

The commission then states that even criminal prosecutions have failed to 
secure the enforcement of the law. And in regard to the regulation of charges, 
it says: 

“ Any railroad company can charge for its services whatever it pleases, and as 
muchas it pleases, without any real power in this commission or any other tribunal 
or court to limit the amount of such charge.” 

Interstate Commerce Commissioner Prouty, in a paper on Railway Discrimina¬ 
tions, published by the American Academy of Political and Social Science, makes 
the following statements: 

“ It is well known that for years past a large portion of the competitive railway 
traffic of this country, especially those articles which are moved in large quanti¬ 
ties, and in the handling of which a small amount in the freight rate is of great 
oonseqnence, have not been moved upon the published rate. Itisan equally well- 
known fact that during the same time the tendency has been to center the handling 
of these articles in the hands of comparatively few persons. The United States 
exports annually enormous quantities of grain, but you can count upon your 
fingers the concerns which bring the hulk of it to the American seaboard. We 
are told that grain upon the Chicago market is handled by a half dozen concerns. 
It is brought from the fields west of Chicago into that city by as few. One com¬ 
pany buys upon one line of railway and nobody else can buy there;’ another 
upon another line. Exactly the same thing is true of beef, pork, lard, provisions, 
and almost all those commodities which are the necessities of life. 

“Is there any connection between these facts? Is the discrimination in the 
freight rate responsible for the concentration of business in the hands of the few? 
■There oan not he the slightest doubt of it. No person at all familiar with the 
situation has any otheropinion. Freight-rate discriminations are the most potent 
factor in the establishment and continuance of great combinations of capital.at 
the present time. It may be doubted if a single one of thofse monopolies which 

t 
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have fastened themselves upon the country in recent years could have done so in 
the face of absolute equality in the freight rate.” 

In granting preferences and making discriminations “ many devices have been 
adopted. These sometimes take the form of an elevator commission; sometimes 
an excessive car mileage; sometimes the shipper pays the full interstate rate, in 
consideration that he shall receive preferential rates within the State, to which 
the interstate-commerce act does not apply.” 

How completely the law has failed to stop discrimination is further illustrated 
by a statement on the subject by the president of a large system, quoted approv¬ 
ingly by Mr. A. B. Stickney, himself a prominent railroad president, in his book 
on the Railway Problem, page 307: “If all who have offended against the law 
were convicted, there would not be jails enough in the United States to hold 
them.” 

One of the great points made by Bismarck and the Prussian cabinet was that 
Government ownership would get rid of these discriminations, and the Germans 
had suffered from them severely; not quite so much as we have, perhaps, but very 
greatly. They spoke of it in their argument several times, and emphasized it as 
the greatest and most objectionable feature of the private railway system—the 
abuse of the powers of the managers in giving preferences to favorites or large 
concerns. The German Government, with all its imperial power, had tried year 
after year to stop these discriminations, and in the argument of the cabinet they 
said that it had proved totally impossible to prevent them, and that this impos¬ 
sibility made it also impossible for the Government to control or regulate the 
system of transportation. 

There is no necessity for me to go into details or give illustrations of discrimi¬ 
nation. The commission has had plenty of them, I presume. 

Q. (By Mr. Pm i.lips. ) Have you anything of late in regard to discrimination?— 
A. Th* 1 latest I have is the Boston and Albany investigation. Has that been 
presented to the commission? 

Mr. Phillips. No: I think not. 

The Witness. While the leasing of the Boston and Albany to the New York 
Central was under consideration the road was investigated pretty thoroughly, 
and one of the things brought out was that the published rates were not followed 
to any large extent. Various shippers, merchants, manufacturers, etc., were 
visited, and it was found that the local rates were not followed; that shippers 
were receiving widely varying discounts from the published rates, and that ship¬ 
pers did not know at all what rates their competitors and neighbors were getting. 
They were not satisfied with the system, but they were afraid to complain; that 
is, if they made complaint they would lose whatever advantages they possessed 
and become marked men for railway persecution. The railroad commission of 
Massachusetts advertised for shippers who were not satisfied to come and make 
complaint; but they did not do so, for the reason that.any shipper who complained 
of a railroad would be apt to fare a good deal worse afterwards than before; his 
goods would be delayed, his facilities would bo cut off, and whatever reductions 
he was getting would be stopped, and ho would have to pay the full published 
rates: lie might .also be involved in costly litigation, and he did not dare to say 
anything. 

The railroad commission was asked by the legislature about these discrimina¬ 
tions on the Boston and Albany, and a report was handed in by the commission 
last year (11)00), saying that the reductions from the published rates averaged 40 
per cent, and that in different cases they ran from 10 to about 73 per cent—fully 
confirming what the shippers had said. It was admitted, however, that this 
report was not written by the railroad commission. They had passed the ques¬ 
tion over to the Boston and Albany, and a high official of the road had written 
the reply. The railroad commission admitted that they did not know anything 
about it. They, however, handed in the report of the railroad official as being 
true, and it was admitted, both by the railroad and by the commission, that these 
discounts on local rates were being given, and they are being given now. The 
railroad official claimed that the special rates were “ open to all shippers sending 
freight under similar circumstances and conditions,” which may be true if we 
understand “ circumstances and conditions” to include the relations of the ship¬ 
per to the managers, and liis pull with the railroad, but can not in any other way 
be made to square with the statements of shippers and the other evidences in the 
case. 

The effects of railway favoritism are well illustrated in the case of oil. The 
Standard Oil trust was formed on railway discrimination, and though strong 
enough now to defy the railways, the union between the railways and the com¬ 
bine still continues to bear rich fruit. For example, it is well known that at the 
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present time the rates on oil are such as practically to shut out Wes/ ^and wasteful, 
and everybody hut the Standard Oil Company, almost, from New ^ public by the 
think that testimony has been given to you, though, so it is not neces^^ of 
Q. Not very specifically. Have you direct testimony on that, taken 
year, that shows that to be the fact?-A. I got my information from Comm , e 
Prouty’s statement of the facts, shown by the records of the Interstate Com work 
Commission. It appeared in testimony before the Interstate Commerce v us 
mission in 1898 that the Standard Oil is helped by the railroads of New Engk t be 
in two ways. In the first place, their tank cars, which usually weigh from 35,1ft. xw 
to 50,000 pounds, are ordinarily billed at 24,000, according to the testimony of the -e f_ 
agent of the Boston and Albany Railway in East Boston, the great center of the , g 
Standard Oil business in New England. Out of 14 cars sent over another road * 
from East Boston to Newport, R. I.,at least half were billed and paid for on the 
basis of 24,000 pounds to the car, although their average weight was shown to be 
48,550 pounds per car. It was claimed that these underbillings were clerical errors. 

In considering the motives and reliability of such a claim we must not forget the 
curious habit shown by these clerical errors of piling up in great bunches in the 
Standard Oil business, and the still more curious fact that all the errors are in 
favor of the trust—none against it. .... „ 

Again the practice of adding the Boston rate to the local rate on shipments of 
oil into New England puts the independent refiners at a great disadvantage. The 
rate on corn from Cleveland to Boston is 15 cents per hundred pounds, and to New 
Haven the same, but the rate on petroleum from Cleveland to Boston is 24 cents, 
and to New Haven it is the Boston rate, 24 cents, pins the local rate, or a total of 
38 cents from Cleveland to New Haven. Now the Standard Oil has got large 
warehouses in East Boston, and they bring their oil by boat and store it there, 
and then they get the freight rates simply from Boston down to the Connecticut 
point, whereas the Western refiner who has no storehouse has to pay first the Bos¬ 
ton rato and then this local rate also to the other point, even though the oil may 
go direct, so that the rates are practically prohibitive, almost prohibitive to the 
Western refiners, the Cleveland men. . . 

The same thing in another form exists as between Chicago, or the refinery ot 
the Standard Oil at Whiting, near Chicago, and the Cleveland men. The rate on 
oil from Chicago and Whiting to New Orleans is made 25 per cent lower than it 
is from Cleveland to New Orleans, so that the independent refiners are practically 
shut out from the southern territory. Illustrations might be multiplied to any 
extent, and I can put more in evidence if the commission desires- 
O. Have you the written testimony to which you have alluded?—A. Yes. 
d. Could you furnish a copy to the commission?—A. The testimony before the 
Interstate Commerce Commission, and Commissioner Prouty's statements are 
available. On the Boston and Albany matter, my information comes from direct 
knowledge of the investigations and from the report that was handed in from the 
railway commission to the legislature. That would give you one of the mam 
points or several of them. I can send you a copy of that. 

iAt a subsequent date Mr. Parsons submitted a copy of the report above referred to. So much of it 
as relates to freight discrimination is given below. 

[House. No. 1090.] 

Commonwealth of Massachusetts, 

Board of -Railroad Commissioners, 

No. to Beacon Street, Boston, March 1J,, 1900. 

Hon. James J. Myers, Speaker House of Representatives. 

orar Sir* Bv direction of the board of railroad commissioners I have tho honor to sena you 
herewith the report of the board transmitting the information obtained in reply to the questions 
italned in 3?orders 1 ot the House of Representatives dated, respectively, February 13,1900, and 

February^, 1900^ \ VM . j. McCullough, Assistant Clerk. 


Commonwealth of Massachusetts. 

To the Honorable the Home of Representative.: 

18,1900, and February 15,1900. 

Information Relating to Questions Contained in Order of February 12,1900. 
Question S. Do shippers of large quantities of Ireiglit by the Boston and Albany Railroad recelte 
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have rasTenef^^Hw 

the face of Ton state that that report was made by an officer of 

In grantj^BHP®y that was handed in through the commission?—A. Tes; I 
itnission admitted that it was made by an officer—they did not 

iere was a difference of from 10 to 78 per cent. Is that discrimi- 
is of goods or over the whole tariff?—A. All over the tariff—on 
’goods. 

ise you take one classification—the second class. Did you find a differ- 
1 to 78 per cent between shippers in that class, or was that 10 to 78 per 
pt; Mattered over the whole classification?—A. Scattered over the whole classi- 
atton. 

Did you prove any discriminations as between the same class of shippers for 
he same goods?—A. Yes; some shippers pay nearly or quite the published rates, 

(rates nrc charged on nearly all articles of freight moved in large quantities, owing, it is explained, 
fto changed conditions of business, competition, and tliu establishment oi new industries 

Question 4. if so, is there any standard schedule of discount by said railroad in proportion to the 
amount of shipments or do individual shippers got such discounts as they can? 

Answer. There is no standard schedule of discount proportionate to the amount of shipments. It 
is the practice to make .special rates varying according to the nature of a commodity and the distance 
It is earned, f hose commodity rates are open to all shippers sending freight under similar circum¬ 
stances and conditions. Special rates arc also made for the beneiit of poisons who carry on a busi¬ 
ness that calls for the transportation of a \ariety of goods and commodities. This rate is made 
applicable to all goods shipped by such persons, regardless of particular commodity or tariff rate, 
i 11 ,, of ft rato so established for any one person is given to any other person carrying on a 
similar nusi ness. 

Question f, What it the largest discount, ii any, below the published tariff rates given by said rail- 
road to any shipper, and what is the average discount and how is this average computed? 

Answer. The largest ;1 .count Wow published tariff rates is made for the shipment of the product 
a mp r0 , ek Ijjarty at Westfield This is carried from Westfield to Brighton at 65 cents per ton of 
2,000 Pounds, while the tariff rate is Sii.40 per ton. Discounts vary iron] this one of 72 9 per cent 

which is a't extreme case, to that of 10 per cent, according to conditions. As an example of discounts 

Dom^Boston to lpringfield tariff tulra ' the lollo "' ln 8 figures iuuy be taken, applicable to shipments 




First 

class. 

Secoud 

class. 

Third 

class, 

Fourth 

class. 


Per Mill. 

Per cent. 

Per cent. 
24 

Per cent. 
331 





, „TJ> e nverage rate 0[ iijonunt from the published tariff upon local freight carried on February® 

SStXtXr TEh ParI1CUl " r dly ” S t8kC “ 4 

„i rc e n ttige i s a r ri ved a‘t by carrying out at the regular published tariff rates all local frefeht 

and'thcamomUaetiMlI^VhS,S ub J, i#h , !J K ' d merence between the amount thus obtained 
charged 10 1 nclu “ Ily charged, showing the discount to be to per cent of the regular published 

thefcton'an’d‘Sny affirnd ' re ‘ Sht "’ h ‘ d “ ori * ill,,to nnd Is sW M»> to a station on the line of 


Information Keutino to Questions Contained in order of Fkrruarv 15,1900. 

the benefit of a'tower rahffor one \"f f h !? r X? n V '"Won said rallrojd have 

des m,L per ?« r K Ce ^ivc the same benefits where a tariff has been established on certain arti- 
conditiousattachine to thaf hn2? ff , ha f 1 been establishe ^ ! or rt Particular business, based upon the 
of tills tariff Weare?ntom?rS t mf,*lw PC T n i e '! 8l ^ c ?J n ™ C J‘ business are given the advantage 
rates no dtannetion ii „words, that whether under the pub lc tariff rates or special 
made betwe^u^shiDmem^cArfiwJi 8a „ p ?tof U *S T" ', he <H“ntity of shlpmen™“x°4t that 
shipment beipg a rniSd 1 ‘ d dnnn* 111 " “>i d those less than a carload, the unit of freight 

menrimfpd° d ls , .hi 11 ^a^^ C A. 8tatements in lhl " communication are applicable where not specially 
to differences in^rctahfnr P 01 ’** 11 . hft vin K within bis knowledge facta or Information relating 


Ma*CH 14, 1900. 


James F. Jackson, 
Georgh W. Bibhop, 
H*ksey B. Goodwin, 

OommUHonert. 
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while others, dealing with the same class of goods, obtain concessions running 
anywhere from 10 to 70 or more per cent. 

Q. (By Mr. Phillips.) That was generally in favor of the large shipper as 
against the smaller one, was it?—A. Yes; that is myimpression. And the railway 
officer said that ‘ ‘ rates lower than published tariff rates are charged on nearly all 
articles moved in large quantities.” In answer to a quesjjpn “ Is there any stand¬ 
ard schedule of discount in proportion to the amount of Shipments, or do individ¬ 
ual shippers get such discounts as they can?” the Boston and Albany official said: 
“ Thera is no standard schedule of discount proportionate to the amount of ship¬ 
ments.” He also stated, as already noted, that while these secret discounts 
were made, the samo discounts were always made under the same circumstances; 
but our investigations lead us to feel quite positive that he was punning. He 
used the words '• under the same circumstances ” and so framed a true statement 
if you make the meaning of ‘ ‘ same circumstances ” broad enough—the same cir¬ 
cumstances .in relation to the management of the railways, the same pull, the 
samo desire to favor this man as to favor the other, or this one as large a shipper 
as the other, and so on. 

Q, (By Mr. Clarke.) It was your opinion, then, that the attorney was not quite 
frank about that, and that he used the word ' • circumstances ” in too broad a 
sense?—A. In a very broad sense. 

Q. A sense broader than the mere surroundings of the freight problem itself?— 
A. I think so. He did not swear to the statement, nor even sign it. But if the 
words “fair and lawful”or the phrase “ properly essential circumstances ” had 
been added, and he had been asked to subscribe and swear to the document, I 
donbt if he would have done so, although it is possible, of course, that he would 
have thought even the most subtle difference of relationship of tho shipper to the 
manager or tho railway was one of the fair and essential circumstances, and it is 
also possible that even a high railway official might be willing to tell what he 
knew to be untrue, although I believe most railway men are honorable men 
according to present business standards, and prefer to make their statements in 
such form that they are capable of a truthful interpretation if the reader lias wit 
enough to read the true interpretation. 

Q. Was that official Mr. Samuel Hoar?—A. We were not informed what official 
of the road was responsible. 

Q. (By Mr. Litchman.) Is it your opinion that these discriminations were suf¬ 
ficient to create a monopoly in favor of any individual shipper?—A. According to 
my understanding of monopoly, yes. I understand monopoly to be any advan¬ 
tage which tends to shut out competition, and therefore any discrimination in 
freight rates would be a monopoly more or less complete according to the degree 
of discrimination. For example, the difference brought out in the Hepburn 
report, between A. T, Stewart and other shippers of dry goods—he was given a 
rate of 111 cents a hundred and everybody else had to pay 20 cents. That was 
sufficient of itself to give A. T. Stewart an enormous margin of profit and a great 
power to control the market; and while others were able to do some business, I 
believe in a very true sense A. T. Stewart had a monopoly. 

Q. Did your investigation go far enough to locate the kinds of goods outside of 
oil which you referred to?—A. Many kinds. The majority of merchants inter¬ 
viewed were found to have discounts, more or less. 

Q. Covering substantially all branches of industries?—A. A good many of 
them. 

Q. Of the leading branches?—A. Of tlie leading branches. 

Q. (By Mr. FARquiiAB.) Did the Boston and Albany have a competing line?— 
A. The Boston and Albany is competing to some extent with the Fitchburg, and 
to some extent, I suppose, with the New Haven road. 

Q. Well, these discriminations you speak of are on local deliveries of the road?— 
A. Local rates. 

Q. Entirely local to the Boston and Albany itself?—A. Yes; the investigation 
I have been speaking of related to local rates. 

Q. So you believe it is a matter of personal favoritism, then, the advantage of 
the rates given?—A. Not wholly personal favoritism. I think the railway man¬ 
agers are driven to these discriminations largely. I think they are of two classes. 
Some rates are made and advantages given through favoritism. Sometimes the 
purpose ie to let the favored person realize a large profit. Sometimes the man¬ 
agers share in the profit themselves, as was originally the case in the building of 
the Standard Oil trust; it was built up by letting railroad managers in on the 
ground floor to share in the profits. But the other and by far the largest class, I 
believe, consists of discriminations that are practically forced upon the railroads 
by the threats of large shippers to transfer their traffic. 
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Q. Do von think they could advantageously transfer their traffic from the Bos¬ 
ton and Albany to any other road in Massachusetts?—A. I think that they would 
transfer their traffic, perhaps, if they did not get what they wanted, even if it was 
not advantageous for a time. I am not sure about that. That is only impression 
as to the cause. I am inclined to be very charitable in my feelings toward railway 
managers. I think theyyire under tremendous pressure. 

Q. (By Mr. LitchmaN. ) Could not that pressure be relieved by legislation?—A. 
Believed a little, perhaps, but not overcome. If the enormous power of the Ger¬ 
man Government could not do it. I do not see how we could do it, especially as 
the railway managers can give preferences, not merely through rates, but through 
car service, through their car mileage allowance, through elevator commissions 
and subsidies of various kinds, and if they Were driven to it, they could give the 
preference by private arrangement, the same way that men meet'legislators. and 
pass money without any record of it. at all. I do not see how in the world it can 
possibly be wiped out by legislation so long as the roads are in private hands. I 
believe the only way it can be prevented is to do away with the cause of it, which 
is the antagonism of interest between the owners aiid managers of the railways 
on the one hand and the public on the other, and the only way to remove that 
antagonism of interest, so that the public interest shall be the interest of the 
owners, is to make the owners and the public identical. 

Q. (By Mr. Fakqukar.) I would like to ask another question on this Boston 
ami Albany matter. Did you, in your investigation, find there had been discrimi¬ 
nation made on the Boston and Albany to build up manufactories on their own 
line.' Did any manufacturers get special rates there to build upon the Boston 
and Albany line?—A. I think to a certain extent that is true. I think that is one 
of tile causes; yes. 

Q. (By Mr. Clarke.) Ho\v did you obtain the evidence of discriminations by 
the Boston anil Albany' Did.you and your associates go around and interview 
the merchants?—A. Personal interviews with the merchants were one source of 
information. 

Q. Nobody representing the Boston and Albany was present attho interview's 5 — 
A. No. 

0. It was entirely ex parte, then?—A. Yes. 

Q. And witnesses were not under oath?—A. No. 

Q. You have every reason to believe they told the truth?—A. Yes. I think so- 
especially as the account given in by the official of the Boston and Albany agreed 
with the generalizations derived from facts from the merchants and other sources 

Q. (By Mr. Litchm an. ) Did you make an investigation as t > any other road than 
the Boston and Albany?—A. No. 

Q. Have you any knowledge as to whether it would apply to the other roads?— 

A. No personal knowledge; no. Mr. Cowles, of Connecticut, has investigated the 
New Haven and Hartford, and has found even worse discriminations down there 
than have been found in Massachusetts. 

^ r - Phillips.) At whose instance was this investigation made?—A. 
’’‘‘‘1. there were a number interested in it. Mr. \V. ,T. Abbot, was one of the 
Krst; Mr. McNary, of the Massachusetts legislature, took a leading part; Professor 
Bemis and Professor Commons, of New York, rendered excellent service; Hon. 
George * ml Williams, of Boston, took a strong interest in the movement, and a 
number ot others who thought it was a shame to have the Boston and Albany 
leased to the New York Central. 

The other phase of discrimination T would like to speak of a moment was brought 
out very prominently in our studies in New England, and the best sourceof infor- 
matmn, perhaps, is the report made by the Massachusetts Railroad Commissiona 
rew years ago (1894). in which they compared the average freight rate on New 
England roads, individual roads—and the averageof all roads there—showing that 
tnlxr t Sn W S- e a J J0ut . the average freight rate in the Middle States) or in 

tne Middle West, and that it was nearly double what the average freight rate was 
toi the whole United States, and they argued with much force that ft was really 
w l lserlmu i a f' on “gainst New England as a whole, especially against Boston. 
SvS,« 0ne o1 t h y n 81>llt forwarii in this Boston and Albany matter was that the 
mtensifvi^fL t i le f Bo r t0n Albany to the New York Central control would 
‘ ty ‘nstead of relieve that sectional discrimination against New England as 
J'S’ because the road would come under the control of those interested chiefly 
g*^NewFiX e fl° f i NeW J? rk P ty - ? n ?- not in the development of Boston anl 
undel T TUl \ P A a8 l of discrimination also is much diminished 

Set I ou « ht '° have ^d. before leaving that other phase of 

SSS -*' 8 ' noe , Germany has taken her roads under public con¬ 
trol personal discrimination has been completely wiped out, according to all the 
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tg$to^y I have been able to get, and also in New Zealand and Australia, where 
toe rows are public, there is absolutely no question that personal discriminations 
favor - of bi S shippers or favorites of railways do not 
$xist at all. I think there has not been even a suspicion on the part of the most bitter 
oppoiwmt of the public system in any of those countries to that effect. Professor 
Bemis has even gone so far as to state that in no one of the 30 countries owning 
and operating their railroads has any opponent of publid ownership ever made a 
complaint m regard to personal discriminations. That is a pretty strong state¬ 
ment. I can’t make as strong a statement as that, but I can say that so far as my 
information extends it is true that no complaint of any grievance or personal 
discrimination of this kind has been made in any of those countries. 

(By Mr. Litchman.) In that connection you speak of 30 countries controlling 
their railroads—by government control I take it you mean?—A. Yes. 

Q. Can you tell the mileage covered by that control?—A. I have not got it in 
my mind. 

Q. Could you get it and supply it in your testimony?—A. Yes. 

Q. I wish you would do so.—A. I will do that. 1 

Now, I would like to leave the subject of discrimination, interesting as it is, 
and pass to the topic of rate making in general. 

Q. (By Mr. Kennedy.) Before you do that I think I would like to ask you this 
question light here: Do you believe if we had Government ownership of railroads 
m this country there would be any danger of sectional discrimination taking place 
on account of parties—by parties m control of the Government?—A. I think that 
would be one of the difficulties to be guarded against, and I am going to deal with 
that question under this next topic. 


RATE MAKING IN GENERAL. 


1 have divided it in this way because I wanted to consider the two phases, 
ishonest or secret phase of rate making, and the open, above-board part 
of the business. I believe from my studies that the tendency of private monop- 


with th( V l , b °w request Mr. Pardons subsequently submitted the following table, 
stating that it was prepared by his secretary from the Statesman’s Year Book for 1900. 



Owned 
and oper¬ 
ated b> pri¬ 
vate com¬ 
panies. 

Owned 
by Govern¬ 
ment. 

Operated 
by Govern¬ 
ment. 

COUNTRIES IN EUROPE. 

German Empire (Imperial and State railways). 

Mike. 

Mike. 

Mike. 





Wtlrttemberg. 






oil 


Saxony. 




Bavaria. 


noon 





991 

Hesse. 


rrri 

Oldenburg. 

None. 





<WJ 


Austria-Hungary. 




Russia. 




Roumania. 

None. 

None. 

2,316 

354 

None. 


Serria (12 new lines being construeted by the Government). 

Ufllirt ml anCi (1116 people vote(l ln im t0 m ‘ lke roads public in 1903) . 

354 

None, 

Holland. 






1 10 a 


Finland.„. 


1 696 


Norway. 


U20 


Sweden. 


1.120 

England (public ownership agitated). 

21|659 

None. 

None. 

France. 

Spain. 



None. 

Portugal. 







Greece . 



None. 

Turkey.,. 


None* 

rjone. 

COUNTRIES IN ASIA. 








India, British.. 




japan (contemplates purchase ol). 

3^ 420 

6 

’768 

None. 


Persia....... . 

None. 


a Ninety-two miles owned Jointly by the Government and companies. 




































F, PAB30N8:—PUBLIC OWIOEBSHIP OF BAILBOAD8. 135 

oly i> exactly contrary to the tendency ol public ownership in this matter 
of open rate making, as well as in the matter of secret rate making, A pub¬ 
lic plant tends in the long run to make lower rates than private monopolies 
make in the same country under the same conditions, and it tends to make a just, 
impartial tariff, intended to develop the country and not aimed principally at 
profit; whereas the private monopoly tends to make comparatively high rates 
and an unjust, partial, complex tariff—even the open rates constitute an irregu- 
lur, unsyminetncal, inharmonious, ill-adjusted, complex system to develop profit, 
instead of a simple, symmetrical, harmonious, well-adjusted system to develop 
the country. Private monopoly will develop the country so far as that develop¬ 
ment can aid profit and no farther. 


THE LARGE SH1PTER V. THE SMALL ONE. 

To illustrate these propositions take first the matter of justice. It seems to me 
unjust to favor even by open rates the very large shipper as againBt the small 
man, not unjust on the economic ground of cost, just upon that ground; but 
unjust upon the higher ground that we should seek the development of the com¬ 
munity and the diffusion of wealth, which is one of the greatest objects to.which 
the statesman can devote himsuit. If we are to favor anyone, we should favor the 
small man who needs the favor, rather than the large shipper, who does not need 
it nearly so much as the small limn. The truest policy is to equalize opportuni¬ 
ties. give the small man just as good rates as the large man, and no better, as in 
the postal service. Ami that is the tendency under public ownership of railways. 
For example, in New Zealand 100 pounds is carried at the same rate as a ton or a 
carload or a train load, ami one bale of wool goes at the same rate as 1,000. In 
Russia the Government goes even further and carries 100 pounds on the State roads 
at the same rate as a carload or a train load, and m Germany the same principle 
is applied for the definite and avowed purpose of giving tile 'small man a reason¬ 
able chance and enabling him to get a foothold and develop his industry. 


Foot not e '—Con 1 1 n uc< l. 



' Owned 
and oper¬ 
ated by pri¬ 
vate com¬ 
panies. 

Owned 
by Govern¬ 
ment. 

Operated 
by Govern* 
j ment. 

COUNTRIES IN AFRICA 

Miles. 

None. 

None. 

None 

Miles. 

Miles. 

Orange Free State. 



Natal. 



Cape Colony. 


1 Qfln 


None. 

None 


■i-a 

Mauritius. 


inr 

Sierra Leone. 



T unis. 




Egypt, British. 



1 392 

COUNTRIES IN AUSTRALASIA. 

New Zealand. 




New South Wales. 




Queensland. 


?’ L v ! 


Western Australia. 



1,365 

V tetoria. 


South Australia. 

K°nr’ 



Tasmania. 

N' nr 




i out. 

OUH 


COUNTRIES IN AMERICA, 

United States. 




Camilla. 




Newfoundland. 




I’orto Rico. 


WO 


Jamaica. ."' 




Mexico. . 




Argentine Republic.... . 


2,470 

2,170 

Chile.. . 

1 139 








6,242 
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THE CITY Y. THE COUNTRY. 

In the second place, as between the city and the country, I believe that our rail¬ 
roads have been forced by competition to put the freight rates down to a very low 
figure between the big cities, while they have left the local rates very high, so that 
the country districts have not received their due share of the benefits of railway 
development; they have not obtained the proportionate facilitation of intercourse 
and power of development that they ought to have received through these great 
new means of transportation. The cities have been favored as against the coun¬ 
try, the big shippers as against the small men, and sections which have the large 
cities and the main currents of traffic have been favored as against the sections 
that lie a little out of the central current, like New England. 

Exactly the opposite plan, or diffusion of benefit instead of congestion of it, has 
been adopted in all the systems of public ownership that I have studied. They 
aim to reduce the local rates in a fair degree at the same time that they reduce 
the rates to the cities. They even make the effort to make local rates very low, 
especially low, in order that the men in the country may develop the country 
somewhat on equal terms with the men who live in the cities. Our cities are 
built to fight in and not to live in. The houses are built close together to save 
rent and time and transportation cost—stores, factories, warehouses, depots, and 
docks—everything pressed together in one giant mass, whereby in the fight for 
wealth the city has a great advantage over the country. It is this that makes our 
cities the battle grounds of industrial war. masses our people in narrow streets 
and unwholesome houses, and crushes the conquered into the slums. Now, the rail¬ 
road system in the hands of men who aim at the public good would seek to break 
up the slums by making low passenger rates, so that workmen could live in the 
country; they would aim to make local rates low, so that industries could live in 
the country and compete with those in the cities, instead of making the whole 
industry of the country center in the cities. One of the greatest dangers in this 
country to-day is the rapid growtli and immense massing of industrial power in 
the cities. True statesmanship. I believe, would use the railroad system to coun¬ 
teract that tendency and to diffuse benefit. But on the Boston and Albany and 
on the New York, New Haven and Hartford we find that, while through rates 
have fallen very much, the local rates are in many instances almost as high, and, 
in some cases, quite as high as they were in 1881. For example, dry goods and 
boots and shoes, representing two of New England's greatest industries, pay the 
same actual local rates on the Boston and Albany as in 1881. The same is true of 
flour, glassware, cement, etc. Coal, the greatest necessity of the manufacturing 
business of the State, pays the same carload rate as in 1881, while for less than 
carload lots the rate has been increased. Thus in respect to a number of things 
that are of vital importance to the industries of New England there lias been abso¬ 
lutely no reduction of local rates since 1881. And the freight statistician of the 
Agricultural Department, in Bulletin 15. page 05, lias shown that even since 1865, 
if you reduce the rates to the gold basis, as is only fair, there has been little or no 
reauctionin local charges; the average fare on the Boston and Albany, for example, 
was precisely the same then that it was in 1N98. So that while there has been a 
great reduction in the rates between competitive points, and a consequent great 
reduction in the average freight and passenger charges, the local rates have been 
kept up. On the New York, New Haven and Hartford it was found that rates 
have been advanced. Mr. Cowles has investigated that subject, and he finds that 
from Hartford to New York, from Boston to New York, and from intermediate 
points between those two. the rates are higher now than they were in 1850. (See 
A General Freight and Passenger Post: Putnam's Sons.) This is very different 
from the policy of the public systems, and it is a matter of astonishment to the 
railroad student when he sees to how great an extent this difference has gone. 
I will return to that in a moment. Before I take it up definitely on a diagram I 
want to speak of a point or two more. 

PUBLIC RAILWAYS AIDING LABOR. 

In New Zealand and Germany, which are among the principal examples of 
railroad management by the State, there is a definite use of the railroads not 
merely to develop the country but to aid labor. They make very low rates for 
laboring men in New Zealand; they carry them at actual cost or even a little 
below it in order that they may go where work may be had. In other words, the 
railroads are used at cost or less to redistribute the unemployed, and to settle them 
on the land. They also make rates to enable city workmen to live in the country 
instead of clustering in crowded tenements. They carry workingmen at 50 cents 
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* a week in and out of the big cities; and in Germany workingmen are carried in 
and out of Berlin on the public railways at 17 cents a week, about 1 cent and a 
half a trip. The same tendency is manifest in Austria-Hungary and in Belgium, 
though I do not have the figures in mind. 

Q._ (By Mr. Clarke.) Have they the zone system in Germany around Berlin?— 
A. Yes; a workingman or anyone else can live 5 or 10 miles out and buy a ticket 
for a year at $4.50 to go in and out as many times a day as he chooses—10 miles 
for a cent, at a very low estimate, with a moderately possible average of 20 miles 
for a cent in and out of Berlin. 

EDUCATIONAL SERVICE. 

The public roads also aim to develop education. They make very cheap excur¬ 
sions for school children—4 miles for a cent they average in New Zealand, and 
the minister announces definitely in his report that although they are losing money 
on their school excursions, and those for the factory people who are also carried 
at very low rates, yet the educational value far outweighs the cost to the treasury. 
The State railways of New Zealand carry the school children of the primary grades 
to and from school free of charge, as do also the State roads of New South Wales, 
Queensland, and South Australia. Such are some of the ways in which the man¬ 
agements of public railways manifest their beneficent intent to aid labor and 
education. 

FAVORING AGRICULTURE. ETC. 

They also specially favor agriculture and other rural industries that form the 
basis of civilization, industries that under our system are anything but favored, 
I think. For example: There was a great snowstorm in New Zealand that killed 
the sheep on very many ranches and threatened the ranchmen with ruin, but the 
public railroad management put down the sheen rates so that the farmers and 
ranchmen were able to restock the sheep runs and save themselves and the indus- 
tr .V- The State roads of New Zealand carry lime free and make very low rates on 
fertilizers, as they do also in Germany and Russia, witli the avowed purpose of 
developing the agricultural interests of the country. 


LOW KATES. 


Turning now to the question of low rates, allow me to call attention to this 
table (No. 1), containing the average ton-mile and passenger-milo rates, which I 
obtained last spring (1!W0) from the reports of the different countries, except in 
tn(‘ case or Great Britain (see note beneath the table), whose average rates are 
estimated. The United States. Switzerland. France, and Great Britain have pri- 
vate roads; Germany, Austria-Hungary, and Belgium have public systems. 

The table leferred to follows; 


Table I —Average ton-mile and passenger-mile rates. 

[Germany, Austria-Hungary, and Belgium )mu> State systems; the rest have private systems,] 


United States. 

Germany. 

Austria Hungary.. 

Belgium. 

Switzerland. 

France. 

Great Britain. 


Rato per 
ton- 
mile. 

Average 
haul per 
ton. 

Rate per 
passen¬ 
ger-mile. 

Cents. 

Mile*. 

Cents. 

0.76 

130 

2 

1.40 

60 

1.1 

1.44 

67 

1 

1.80 

40 

.88 

2.80 

36 

1.55 

1.48 

88 

1.21 

a 2.10 


h2 


Average 
haul per 
passen¬ 
ger. 


Miks. 


12 

12 

20 

10 


nntimi!ni E v ng . 1,sh ? orn I ) , an * es do not report ton-mile o 
AmoJEm*.based on the estimates of the great 1 


issenger-miie data, the British figures are 
table for 1 W indlcatwi b I e, P cri ™ ce other European countrial, aSorfs the flfjfres in the 


, ™t a „Tf age rat ?per ton-mile in the United States, you see. is much less than 
pn i lic f or That average rate is often Adduced “ 

proof positive that the private system in such a country as America produces very 
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low rates. It is proof that it produces a low average rate; but underneath that 
low average lie several facts that must be noted, fii the first place, the average 
haul in the United States per ton is 180 miles, while the average haul in Belgium 
is 40 miles, Now if the terminal expenses at one end are taken at 20 cents (which 
is probably about what they are on an average), at the two ends they would be 
40 cents. In Belgium if we divide that terminal charge by 40, we will have 1 cent 
a mile for terminal charges, leaving a third of a cent for the actual transportation 
charge per mile. Dividing the terminal charges by 130, for the United States, we 
will have about three-tenths of a cent, which leaves a little less than half a cent 
per ton-mile for transportation in this country, so that the actual average trans¬ 
portation charge in the United States is really not as low as in Belgium probably, 
if the terminal charges are allowed for. 

On the other hand, we are not to forget that the wages in Belgium are much 
lower than they are here, less than half, and in Austria-Hungary they are only 
about one-third and in Germany only about a half what they are here. So that 
turns the scale again the other way. But, again, tile number of employees in 
Belgium and Germany per ton and per mile is very much greater than here, which 
tends to push the actual cost the other way. In respect to the efficiency of labor, 
we have to agree that the argument is much in favor of the United States; which, 
however, proves nothing for or against either public or private ownership, because 
theefficiency of labor in European countries is inferior to ours in private business 
as well as public. For oxample,the average mason in Germany lays fewer bricks 
in a day and fewer bricks for a dollar than the average mason here. 

Again, wemust consider the influence of grades, capitalization, cost of fuel and 
iron, density of business, and many other elements, which together make up a 
problem too complex to justify any definite inference from average rates. Mr. 
Fink, who is one of the highest authorities in the country, in his report of the 
Louisville and Nashville road for 1875, proved that the average cost per ton-mile 
vailed 700 per cent on the different branches of that system under the same man¬ 
agement. The ton-mile cost on one line was 8 times as much as on another line 
or the same system. So that it is clear that when nil the factors are taken into 
account we can not draw any definite conclusion as to economy or efficiency of 
management from a comparison of average freight rates. 

Then, again, under this general average freight rate of ours lies a very low tariff 
between competitive points, with comparatively high rates between local points, 
and many personal and unjust discriminations, so that I believe it is not just to 
make any comparison one way or the other on the basis of the average freight 
rate. 

I thought at first, and used to argue, that the general average of passenger 
rates in Europe under the State systems, in Germany, Austria-Hungary, and Bel¬ 
gium—an average of about a cent a mile, did prove something, as compared with 
tile very much higher rates on all private roads, 2 cents in the United States 
nearly, and in Switzerland a cent and a half, or a little over, and in France 1.2 
cents, and in Great Britain estimated to be 2 cents—I thought it did prove a good 
deal in favor of the State systems; but as I look more deeply into it I believe that 
we can not make any definite judgment from the average rates alone, because so 
many elements enter into them, elements which differ so greatly in different 
countries. 

I do believe, however, that some conclusions may be reached by a thorough 
examination of the details, and that it is easy to draw a solid conclusion when 
we find a definite purpose back of the averages in these public systems to facili¬ 
tate freight and passenger traffic by the reduction of rates; and I also believe it is 
fair to compare railways under public management with the same railways under 
private management. For example, when the roads were made public in Ger¬ 
many. rates were reduced very greatly. The same thing was true when the roads 
were made public in Austria-Hungary, or soon after the system was arranged 
under .public control. They made a tremendous reduction of 40 to 80 per cent in 
the passenger rates. In New Zealand also they are continually reducing just as 
fast as they can. Whereas our roads reduce when they are forced to by competi¬ 
tion, or when they are driven to it or persuaded to it by their tendency to make 
special rates to favored shippers. Where these forces do not operate, as in ordi¬ 
nary local rates, we find the rates kept up as high as they were 20 years ago, and 
in some cases 40 years or even 50 years ago, and sometimes we even find an increase 
in the local rates. 

So we are not without means of information in respect to the tendency of the two 
systems as to rates, although I do not feel that we are able to draw reliable infer¬ 
ences from the broad averages. But if we could, if it were a valid argument to 
say that the low average freight rate in the United States under private owner¬ 
ship proves the case as against the higher average freight rate under the public 
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systems, then why is it not fair to say that the high rates in Great Britain and 
Switzerland and France under private ownership in their turn prove the case for 
publio ownership? The argument works both ways on its face; but I believe 
when we get down to an analysis of the facts it does not work either way merely 
on the broad averages. You must get down to the details, or look at the intent 
and policy of the two systems, or compare them under similar conditions. 

Q. (By Mr. Farqdhar.) Before you go further, let us have your argument on 
the average freight haul per ton and the average passenger run, in the United 
States, for example, as compared with Great Britain. [Referring to Table I.] 
Do not talk in averages.—A. Great Britain has also private ownership, with rates 
much higher than in the United States. 

Q. Take Germany, or any one that you want to.—A. If yon divide the 2 cents 
by 26. and the 1.1 by 20. you will get about 8 here and 5.5 here [pointing to Table IJ 

Q. (By Mr. Clarke.) That is, you get about 8 in the United States and about 
5.5 in Germany?—A. Yes; and here [pointing to Austria-Hungary] you get 4 and 
a fraction. 

y. (By Mr. Litchman.) Does not my question come in very pertinent there— 
the contrast between the mileage as between 1 country and another—the large 
number of unproductive miles over which a passenger has to be hauled in the 
United States as compared with the compactness of territory in Germany?—A. 
Exactly; that is one feature of the mileage rate. When you "compare the haul 
and the rate, the result is still in favor of the public systems on the passenger 
question. 

Q. (By Mr. Faroithar.) In your analysis of that table is it not a fact that the 
whole cost of the road is the one yon must consider, without eliminating the 
cost of the terminals?—A. The cost of the terminals is not eliminated in the table; 
the average rates per ton-mile and passenger-mile include the terminal charges 
and all other expenses of the railways. It is certainly true that in a good and 
valid argument yon must take into account not merely the terminals, but the 
haul and the grades and the cost of construction, etc., and the number of laborers 
and the requirements as to safety and every element of the railroad system. 
Now, I simply say that that makes such a complex problem that no man on top 
of the earth can cipher out from the averages that rates are higher in one 
country than another. 

Q. (By Mr. Litchman.) Have you gone into the question of the difference in 
labor?—A, I have to some extent—I have said that wages in Germany, for exam¬ 
ple, are about one-half of ours. 


. leu; uer- 


Q. (By Mr. Farquhar.) They have more servants in Etirope?- 
tainly. 

Q. Did yon ever figure out the grade matter, to know what effect the difference 
of grade has on rates?—A. In Germany and here? 

Q. Anywhere. In Germany—do you take out the grades there?—A. I have 
m ?“ e wtiinates of the effect of grades in my engineering days. I am familiar 
with Wellington's Economic Theory of Railway Location, which I suppose is still 
the best book on railway economics, and that only confirms me in the opinion 
that the whole problem is too complex to draw from rate averages any definite 
and reliable inferences as to the nature or efficiency of the management. That 
is only one of many factors affecting the rates, and in any case of differing aver¬ 
ages we can not tell how much of the difference is due to different methods of 
control except by calculating and subtracting the effects due to all the other 
causes in the case. That is a very difficult and practically hopeless problem 
except where the comparison lies between a road under private ownership and 
the same road subsequently under public control, or where two roads are sub¬ 
stantially alike except in the matter of the management, if it were possible to 
find such a case. 

Q. (By Mr. Clarke.) Did not Mr. Fink's report shed light on that subject of 
grades?—A. Yes; differences of grade and differences in the density of traffic 
were among the elements that made the ton-mile cost vary eight fold on different 
lines in Fink s system, all under equally good management—*00 per cent more in 
some cases than in others. In view of that fact, what use is it to try to draw 
inferences from the average rate? I think none. I simply introduce this table 
out th ? f ? ct8 > calf attention to the unreliability of the usual inferences 
from them, and show that I do not, for one, attempt to draw any conclusions at 
1411 from a comparison of average rates. ® 

one m ? AR “ S 'L« ore 7® P, 888 from Table I, I would like to ask 

I? t ^£. at 18 the (liffere P ce ™ the quality of the service between the 
P m ate ownership, and Germany, Austria-Hungary, and Bel- 
P«Wic ownership?—A. The service here is better. The service in 
«raat Britain, however, is inferior in many-respects to what it is in Germany or 
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Belgium', at least their own writers say so. The railway Journals in England 
are full of complaints, and have been for several years. The fact is, however, 
that that difference is not probably due to the difference in management of the 
two systems, but to the differences in the countries. Private concerns over there 
are just as much inferior or more inferior to private concerns in this country. 
Take, for example, the street railways of Great Britain. The street-railway sys¬ 
tem of Glasgow is public, and it has been one of the most progressive and one of 
the best administered of all the tramway systems in Great Britain. Yet it is far 
inferior to our private systems; but the private systems in England are still more 
inferior to ours. When we eliminate the effect of nationality by comparing sys¬ 
tems of transportation in the same country, the public systems prove to be the 
best. 

Q. What is the service in New Zealand?—A. Iu New Zealand the service is not 
as good on the whole as it is either in the United States or Germany, which is 
attributed by Mr. Reeves, Mr. Lusk, Mr. Henry D. Lloyd, and other authorities 
to the newness of the country. The service is being rapidly improved, and Mr. 
Lloyd says we have nothing in this country equal to the ' ‘ bird-cage ’’ car of New 
Zealand. 

Q. (By Mr. Litchma.v ) Have you any means of giving us information on the 
longest passenger haul in Europe?—A. I have not the figures in mind. 

Q^As compared with the haul, for instance, between New York and Chicago?— 

Q. Is not that a factor in the cost?—A. Yes; they are all factors in the cost; 
every difference is a factor in the cost. Now, where is the brain that can sum 
up all these differences and reach an accurate result—tell us what is due to the 
difference in civilization level in two countries and to grades, fuel, length of haul, 
wages, efficiency of labor, capitalization, density of business, and all the economic 
elements of railway construction and operation, and what is due to the difference 
between public ownership and private ownership? My point is simply this: That 
the only fair comparison of average rate levels is between private ownership and 
public ownership in the same countries, and not between public ownership and pri¬ 
vate ownership in different countries:—so far as the average rates are concerned the 
fair inference seems to me to lie this: That we can see the tendency and direction 
of motion produced by public ownership in various countries and in this country, 
and then we have a right to argue that the movement will be in the same direc¬ 
tion and of the same kind under the laws of human nature, of psychology, and 
social movement, that the same sort of change will produce a movement of the 
same nature in the same direction, although, perhaps, of different degree; that if 
public ownership in Glasgow lowers the rates, as compared with private owner¬ 
ship in Glasgow, and raises wages and serves the public better, and puts the 
profits in the city treasury instead of in the pockets of a few managers and stock¬ 
holders, then, although we start here at a point further up the hill and the rates 
will not go as low as in Glasgow, nevertheless they will be lower than they are 
now, and wages will l>e higher than they are now, and public ownership will 
produce a better service of public interests than private ownership does here, and 
the profits will go to the public treasury. 

Q. (By Mr. Farqchau. ) Are the rates lower in Glasgow than they are in Phila¬ 
delphia or New York?—A. Yes; the average rate is under 2 cents. 

Q. What is the rate per mile?—A. I have not been able to get the average rate 
per mile, either there or here. 

Q. Are not the rates iu Glasgow for the distance run?—A. Yes; they have such 
rates. 

Q. Have you ever figured it up to see if that figured up more than the cost 
here?—A. As I said, I nave been unable to get the average mile rates on either 
side of the water. The density of traffic is greater there. They have 12 passen¬ 
gers per car mile in Glasgow; in Boston, 7 per car mile; in New York,on Broad¬ 
way; 12 per car mile, and in Chicago 5 or (i, and the railways carry the passengers 
farther in Boston and Chicago, as a rule, than they do in Glasgow for a single 
fare. There is no doubt about that, but how much farther I do not know. Fares 
are nearly threefold here, but wages are almost doable. I do not think our sys¬ 
tems could carry for the Glasgow fare; perhaps in the future they may, when 
the cities take the street railways and pay off the capitalization, but they can not 
do it now. Whatever may be the truth about our rates as compared with Glas- 

C oWs, I think it is fair to conclude that the same kind of effect would he produced 
y a change to public ownership here that was produced by a change to public 
ownership there. 

9 . (By Mr. A. L. Harris.) Taking into consideration the superior service in 
this country, what hare you to say iu regard to the relative rates for transporta- 
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tion?—A. I simply say that it is one more factor in the complex mass of factors 
which it is perfectly impossible to cipher out. If you wantto find out about that, 
get Mr. Fink’s statement of the various items of cost on the various divisions, the 
average of the various divisions of his Louisville system in his 1875 report, and it 
will convince you beyond a doubt, I believe, that no man on the face of the earth 
can figure the thing out from a comparison of rates; it is too complex. 

Q. Then we are somewhat in the dark, as I understand, and will be probably as 
to the better of the two systems?—A, I think not. As I said at the beginning, I 
think that financial matters, as a whole, are infinitely subordinate to the human 
elements. Intelligence, virtue, justice, good government, diffusion of wealth, and 
civilization must take precedence of profit; and if the aim of asystem nnderpub- 
lic ownership is to develop the country, to develop education and aid labor, and 
make just and impartial rates instead of unjust and partial rates, and in every 
way forward all public interests and the higher wealth, while private monopoly 
aims primarily at profit, subordinating these higher interests, and even opposing 
good government and the public welfare, the question at once- 

Q. (Interrupting.) I was asking my questions from a business standpoint.—A. 
Yes; but I can not admit that the business standpoint has any business to take 
rank with the other standpoint. It is important in its place, and I think we can 
reach some clear results even from the business standpoint, lmt even if we could not 
do this, there would still be considerations of vastly greater moment than any 
question of money. While we may not be able to" solve the problem from the 
business standpoint as between two different countries, we can solve it by study¬ 
ing cases where both systems have been tried in the same country. In Austria 
and Germany and New Zealand they tried both systems. Germany tried private 
railways for 25 years and Austria tried it over a quarter of a century, and they 
have tried the two methods side by side ever since the public system was organ¬ 
ized. In New Zealand also and Australia the two systems have been tried side by 
side. And in every one of these countries where they have thoroughly tried lwth 
systems the conclusion by an overwhelming concensus of opinion is that public 
railways serve the public interests best, and also make lower rates and serve the 
people at less total cost. Switzerland, after a careful study of both systems in 
various parts of the world, has come to tile same conclusion, and her people have 
voted 2 to 1 to transfer the railways to public ownership and operation. All this 
is very strong evidence, and if we turn from the tangled web of an international 
companson of averages and look at the principles and causes at work in the case 
it will he clear that public ownership tends to lower rates as well as to conserve 
the higher wealth. 

If you will examine Diagram II a little, I think it will make the matter much 
clearer than is possible by any effort to deal with the average rates and the infinite 
mass of detail behind them. 

Ill figure 1 (p. 142), L O is the rate line with zero rates at the bottom and at the 
top rates so lofty as to be prohibitive; T T T is the traffic curve expanding rapidly 
as the rates are lowered; E E E is the expense curve, beginning with the minimum 
or fixed charges and operating cost which must be incurred even with the smallest 
traffic, and expanding with the traffic, tlioughnot in the same ratio. A considerable 
traffic can be handled at a slight advance upon the minimum cost (the fixed 
enlarges being nearly the same with 60 passengers per car as with 1. while the 
operating cost is only slightly increased), and for the later ranges of the traffic 
curve tile expense account expands at so much less a rate than tile traffic that 
an enlargement of 100 per cent in the traffic frequently increases expenses only 80 
ro ,>U per cent, and sometimes scarcely at all, as when Hungary adopted the zone 
system in 1889 R B R is the curve of receipts, which is a function of the rate and 
tne traffic, and can be easily platted from them; yRN, the part of the curve of 
receipts that extends beyond the expense line, represents profits. This profit line 
is platted again at P P z M on the rate line as a base. H I is the rate level that 
yields the greatest profit , and MN is the rate level that i/ields the greatest traffic with¬ 
out incurring a deficit. It is the level at which the line of receipts crosses the expense 
11116, 80 that there IS neither profit nor deficit, but service at cost. M N, the line of 
greatest traffic without deficit, is always a considerable distance below HI, the 
o' greatest profit, As you go down the rate line from H the traffic increases 
™ e I’ r °fit diminishes, until you come to a point where the rates are so low 
defi' a” vamshe8 ’ and there y° u have the ra te level of greatest traffic without 


the rate 
rates 


. the level H I, 
tends to bring 


In d o/ ,; 001 u Tale lellf jor service. 

narrow,',- 1 . ,1 ’ to , emphasize the essential facts, the traffic curve Is drawn on a 

or lateral scale, and the profit curve, on an expanded lateral scale, is platted 
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V. 


Upon the traffic curve ae a base. The profit curve crosses behind the traffic curve 
atN, the line M N representing the largest traffio that can be secured by lowering 
rates and yet escape a deficit; while H I, as before, is the line of largest profit, 
with higher rates but much smaller traffic, H x, than is the case on the level M N. 

Private monopoly aiming at profit tends to put rates at H with the traffic Hx 
and the profit xf, while public ownership aiming at service tends to put rates sev¬ 
eral flights of stairs lower down, at M, with the very much larger traffic M N and 
no profit. I say “tends.” because actual rates may not be on the lines HI and 
M N—public ownership may place the rates above M N (though rarely or never as 
high as HI) or below M N, even down to the zero level, and private ownership may, 
through miscalculation, put rates above HI or below it (though rarely or never so 
low as M N). The significant fact is that private rates gravitate to the high level HI 
with large profit ana comparatively small service, while public rates gravitate to 
the. low level M N, with large service and no profit, and in later stages of develop¬ 
ment may seek a lower level still and even cultivate the zero line. 

The curves in these figures would vary, of course, with the location and char¬ 
acter of the business. Under somecircumstances a SO per cent reduction of rates 
would double traffic and increase expenses 30 per cent perhaps, while in another 
case a 50 per cent reduction would increase the business 30 per cent and the 
expenses 10 per cent or 15 per cent. In some cases the traffic curve becomes con¬ 
cave toward tho left as it nears the zero level, while in other cases it might be con¬ 
cave toward the northeast and strike the zero level at a great distance to the right. 
But through all the various phases of these curves the essential facts remain the 
same, viz: (1) The rate level that yields the greatest profit carries a relatively 
small traffic and lies above the rate level that yields the largest traffic attainable 
by lowering rates without incurring a deficit, and (3) private ownership seeks the 
nigh-rate level with maximum profit, while public ownership seeks the low-rate level 
with maximum service at cost. 

The great point is that the private system looks at this profit line while the public 
system looks at the traffic line. Private managers regulate this business simply in 
reference to the profit line, trying to establish rates at the level which will pro¬ 
duce the greatest profit regardless of whether it produces the greatest movement 
in the country or not, or the greatest development of industry; whereas the ten¬ 
dency of the public system is to look to the gr eatest development of traffic so long 
as it remains within reasonable cost, and not always that. We make onr public 
highways—not our iron highways, but onr stone highways and common roads— 
absolutely free for the development of commerce and civilization. 

Q. (By Mr. Clarke.) Is that diagram based on actual experience, or is it mere 
theory?—A. It is based on the results of experience, the laws of movement indi¬ 
cated by actual cases. For the extremes—top and bottom—we have, of course, 
only general indications from what scientists call “adjacent cases” and from the 
results of selling water below cost and of making roads, parks, and schools free, 
and carrying school children and some fertilizers free in New Zealand and Aus¬ 
tralia. But the middle sections are carefully platted according to principles estab¬ 
lished by the experienced results of lowering rates on railroad and street railway 
systems. Telegraph and telephone experience, and actual reductions in rates for 
water, gas, and other similar services, illustrate the Bame general truths that 
business increases rapidly with lower rates, while expenses, as a rule, increase in 
smaller ratio, and that the rate level yielding the greatest profit is above the rate 
level yielding the greatest traffio without deficit—this is the universal and essen¬ 
tial truth on which I base the proposition that public ownership aiming at service 
tends to make lower rates than private ownership aiming at profit. However 
much the shape of the curves may vary in different systems of railroad, street 
railway, telegraph, or telephone, their relations will always ho such as to harmo¬ 
nize with and illustrate the fact that the line of greatest profit is at a higher rate 
level than the lino of greatest traffic at cost. So that this diagram is not only 
accurate but universal in respect to the truth for the illustration of which it is 
adduced. 

. Q. Now, at some stage I would like to have you answer the question, and now, 
if this is the time when you wish to do it, whether or not there is not, in your 
opinion, sound economics in the principle that every tub should stand on its own 
tottom—that is, that every system should produce a good financial result, even a 
little profit, rather than a deficit?—A. No; I do not think it is a sound economic 
principle, not as a universal principle, for this reason: morals, intelligence, and 
civilization are just as vitally related to economics as dollars and cents, and the 
development of education is just as much a part of the business of an economic 
system, of a railway system, or any other industry, as the making of profit—in 
™°rt, the serving of the pnblic good is the only admissible purpose of all publio 
utilities; and if the public good requires that fee roads of the country should be 
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free, I think there can be no sound economics in requiring them to pay cost or 
make a profit; or if, considering all interests of the higher wealth as well as the 
lower, the public good requires that the public schools should be free, then any 
principle that requires them to make a profit can not be sound economics. It is 
right that the elevator in the building should be run free and the charge put upon 
the party who rents the building, because of the simplicity of the thing. And if 
it should turn out with the railways as it has with these other things, that it is 
best to make them free, there is no economic principle to prevent it so far- as I 
know. There may be a prima facie presumption that each service should be self- 
supporting till good reason appears to the contrary, but when such reason does 
appear, sound economics requires that it should be heeded, Sound economics will 
do whatever is best tor the community, and if it promotes the public welfare to 
carry mail, or school children, or fertilizers below cost, and make use of our streets, 
roads, hospitals, and fire departments free, then sound economics will do it. In 
most countries, as far as the mass of the business is concerned, the public railways 
are managed so as to make a little profit, but there is no sound economic principle 
that would require them to continue on that basis after it became clear that public 
interests would be better served by running them below cost to secure the educa¬ 
tion, intelligence, character, harmony, development of industry, etc., accompany¬ 
ing the increase of traffic that resultB from lower rates. 

Q. Now, suppose the nontaxpayers are in control of the Government and seek 
to have the railways and their public conveniences run at cost, or less than cost, 
for their convenience and make up the deficit by taxing the people on their prop¬ 
erty. Does that seem to you to be an improbable result of that system?—A. In 
the light of the past I should say that it was a very improbable result with the 
railroads, so far as the near future, is concerned, hut I should not say that it was 
improbable in the far future. Let me give you a little summary by Professor 
Sehgman, of Columbia University, which throws much light on this matter. 

THF, FIVE STAGES OF DEVELOPMENT. 

“In all the media of transportation and communication there seems to be a 
definite law of evolution. Everywhere at first they are in private hands and used 
for purposes of extortion or of profit, like the highways in mediaeval Europe or 
the early bridges and canals. In the second stage they are ‘ affected with a public 
interest,' and are turned over to trustees, who are permitted to charge fixed tolls, 
but are required to keep the service up to a' certain standard. This was the era of 
the canal and turnpike trusts or companies. In the third stage the government 
takes over the service, but manages it for profits, as is still the case to-day in some 
countries with the post and the railway system. In the fourth stage the gov¬ 
ernment charges tolls or fees only to cover expenses, as until recently in the case 
of canals and bridges, and as is tho theory of the postal system and of the munic¬ 
ipal water supply with us at the present time. In the fifth stage the govern¬ 
ment reduces charges until finally there is no charge at all and tho expenses are 
defrayed by a general tax on the community. This is the stage now reached in 
the common roads and most of the canals and bridges, and which has been pro¬ 
posed by officials of several American cities for other services, like the water 
supply.” 

The extent to which public ownership and cooperative effort have replaced 
individual and private action in any community is one of the surest tests of the 
degree of its civilization. And the final stage in the case of a great universal util¬ 
ity, such as transportation, is free service, but in the nature of things this final 
stage is not likely to come or be closely approached very soon, and even if voters 
should call for such a system before the better wealth diffusion of the future has 
made them all taxpayers, still the change would not be nearly so unjust as it 
may seem at first sight, because the property of the large taxpayers has been 
chiefly produced by nontaxpayers and taken from them by an unjust system of 
wealth distribution, wherefore the railroad tax would in very large part be 
merely one step toward a fairer adjustment of wealth and burdens, like a pro¬ 
gressive income or inheritance tax. 

To come back to Diagram II: W e have seen that in the same country and under 
similar conditions otherwise than in respect to ownership and control public own¬ 
ership tends to make lower rates than private ownership. The line of greatest 
profit it on a much higher rate level than the line of greatest service, and since pri¬ 
vate monopoly aims at profit it seeks the higher rate level. Public oimership aims 
at service, not at profit, and therefore gravitates to the lower rate level, where traf¬ 
fic and service are greatest. 

I regard this as a practical demonstration of the generalization as to the ten¬ 
dency of publio ownership to lower rates. 
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ILLUSTRATIONS OF THE TENDENCY OF FUBLIO OWNERSHIP TO LOWER RATES. 

A few illustrations of the vigorous manner in which this law works out in prac¬ 
tice may be of advantage here. 

The Hungarian Government at a single stroke in 1889 reduced State railway 
fares 40 to 80 per cent. Austria and Prussia have also made great reductions in 
railway charges. Belgium started in the thirties with the very low rate of four- 
fifths of a cent on her public railways. In New Zealand and Australia also the 
government managements have adopted the settled policy of reducing railroad 
rates as fast as possible. For example, in the Now Zealand report for 1899 Mr. Cad- 
man, the minister of railways, announced reductions of 20 per cent on farm prod¬ 
ucts and # per cent on butter and cheese, concessions amounting to one-seventh 
of the railway receipts and equivalent to a reduction of $150,000,000 in the United 
States. Following this, Mr. Ward, the new minister, announced a general low¬ 
ering of passenger fares. In the United States, on the other hand, by reclassifi¬ 
cation, etc., rates on many products have recently been lifted instead of lowered. 

When England made the telegraph public in 1870, rates were lowered 80 to 50 
per cent at once, and still further reductions were afterwards made. 

When France took over the telephone in 1889, rates were reduced from $110 to 
$78 per year in Paris, and from $78 to $39 elsewhere, except in Lyons, where the 
charge was made $58.50. 

Private turnpikes, bridges, and canals levy sufficient tolls to get what profit 
may be possible; but when these same highways, bridges, and canals become pub¬ 
lic the tolls are often abolished entirely, rendering such facilities of transporta¬ 
tion free, and when charges are made they are lower than the rates of private 
monopolies under similar conditions, and generally reach the vanishing point as 
soon as the capital is paid off or before. The difference between public and pri¬ 
vate management of such undertakings is strikingly illustrated in the following 
comparison of the Brooklyn and St. Louis bridges: 

The Brooklyn Bridge is owned by the cities of New York and Brooklyn. The St. Louis Bridge is 
privately owned. The contrast in the management of the two bridges is very great. 

CHARGES FOR CROSSING. 

St. Louis Bridge (cost 818,000,000, bought by Gould Brooklyn Bridge (cost, 815.000,000): 

interests for85,000,000): On L roads 3 cents (2 fares for5 cents), if you 

simply wish to cross the bridge—if you come 
from a distance or are going beyond the 
bridge it costs nothing to cross it, either in 
the L cars or the surface cars—the ordinary 
On steam cars,25 to 75 cents per passenger. car faro takes you over without extra 

Street-car fare 10 cents, 5 cents for bridge. charge. 

Foot passengers. 5 cents. Foot passengers. Free. 

Vehicles, with 1 horse.25 cents. Vehicles, with 1 horse. 5 cents. 

Vehicles, with 2 horses.35 cents. Vehicles, with 2 horses.10 cents. 

Bicycles.10 cents. Bicycles. Free. 

Before the recent lease giving the companies the use of fho Brooklyn Bridge the public operation 
realized more than enough to pay expenses and interest, on a 24-cent fare, etc (asabove), paying the 
car men 82.75 for an 3-hour day. The elevated railway companies running over the bridge nay 82 for 
10 hours, and some of the men receive less and work longer, so I am told by the men themselves. On 
the electrics running over the St. Louis Bridge the men work 12 hours, for winch the conductors get 
82.25 and the motormen 82. 

Under the lease the elevated roads pay about 8100,000 a year for the use of the bridge, and the 
trolleys 5 cents a car. a fraction of a cent per passenger. The franchise charges were made very 
small in order to arrange matters so that no extra fare for crossing the bridge would be collected 
from those paying the ordinary 5-cent car fare, thus making the bridge free for passengers coming from 
or going to a distance, and more than free to those who simply cross it in the bridge cars, since a ride 
in the cars anywhere else for any distance, no matter how snort, costs a nickel instead of the 2i cent 
bridge rate—nothing for the bridge and half price for the car ride. The arrangement is good for the 
people and good for the companies, as it increases their traffic. It could only be improved by a larger 
payment from the companies, or lower fares in general, or, best of all, public ownership of the street 
railways as well as the bridge. 

The net earnings of the St. Louis Bridge are one and one-fourth millions a year, or 25 per cent on 
the Gould investment, and 12 per cent on the lmpairable capital (the excavating of the tunnels, etc., 
will never have to be done again). The 8t, Louis charges may be objected to, not only as extor¬ 
tionate, but as discriminating. A passenger who buys a ticket in Now York or Philadelphia to go to 
fet. Louis has to pay 75 cents for crossing the bridge, whereas if he buys a ticket to East St. Louis and 
crnsse8 the bridge in a railroad train, It will cost him only 25 cents. 

The St. Louis Bridge is managed for private profit: the Brooklyn Bridge is managed for public 
service, the aim being to make the bridge as useful to the people as possible. 

When Glasgow took the management of her street railways in 1894 fares were 
reduced at once about 88 per cent; the average fare dropped to about 2 cents, and 
35 per cent of the fares were 1 cent each. Since then further reductions have 
been made, and the average fare now is little more than a cent and a half; over 
50 per cent reduction in 0 years, while we pay the 5-cent fare to the private com¬ 
panies in Boston and other cities of the United States the same as we did 0 years 
Rgo, instead of the 2j-cent fare we would pay if the same percentage of reduction 
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had occurred here as in Glasgow. At the same time that rates have been cut 
down in Glasgow wages have been raised, hours reduced, and the service greatly 
improved; and the profits of the business go to the people instead of a few stock¬ 
holders. In the early nineties, when the private tramways of Glasgow we: e col¬ 
lecting an average fare of 3.84 cents, they declared that only 0.24 cent was profit. 
Now the public tram lines, with less than half the fare, still realize nearly a quar¬ 
ter of a cent clear profit and put $200,000 a year in the public treasury above all 
cost of operation and fixed charges. 

According to Baker's Manual of American Waterworks, the charges of private 
water companies in the United States average 43 per cent excess above the charges 
of public waterworks for similar service. In some States investigation shows 
that private water rates are double the public rates. (See City for the People, 
pp. 20,195.) 

For commercial electric lighting private companies charge 50 to 100 per cent 
more than public plants. (See Municipal Monopolies, p. 156.) What public 
ownership can do toward lowering the cost of street lighting may be seen from 
the following table: 


Table II .—Cost of electric light before and aftw public ownership. 

[Total cost per lamp year for electric street lights before and after public operation, the ‘‘after" 
service being as good pr better than the service it replaced.] 


Price paid 
private com¬ 
pany per ! 
street arc ' 
just before 
public opera¬ 
tion began. , 


Costner arc, 
including 
operating 
expenses 
taxes, insur¬ 
ance, depre¬ 
ciation, and 
interest. 


Cost under com¬ 
plete public 
ownership, in¬ 
cluding oper¬ 
ating expenses, 
taxes, insurance, 
and depreciation, 
but not interest, 
there being no 
interest to pay 
when public 
ownership is 
complete, l. e., 
when the people 
own the plant 
free of debt. 



Column 2 is made up of the operating cost plus 5 per cent on the investment for insurance, taxes, 
and depreciation and 4 per cent for interest, except where the actual interest is known. With 
Aurora, Fairfield, Marshalltown, and Bay City the real contrast is between columns 1 and 3, for there 
is no debt to allow for in those cases Perhaps the same is true ol Bangor and Lewiston. The data 
in my possession leave that point in doubt in tho^e two cases. The true contrast is always between 
columns land3if you wish to compare private ownership and operation not merely with public 
operation of a plant the capital in which is still privately owned, but with public operation and 
ownership complete. • 

When we are trying to ascertain what it is fair for a prlvato company to charge we must add inter¬ 
est, but when we are trying to discover the effect uj»on the people of a change to complete public 
ownership there is no interest on the public side of the account. 

The number of lights was greater in several cases under public ownership than with the private 
simply. On the other hand, the actual eandlcpower in the public lights is usually higher and the 
public plants are handicapped by lack of permission to engage in commercial lighting. This more 
thun balances the advantage of a large number of street lamps—SOU street lamps plus 20,000 private 
lamps makes a much larger business and lower cost per unit than 360 or 400 street lamps with no com¬ 
mercial business. Setting this handicap agai nst the increase of street lamps, i t seems fair to conclude 
that the above figures obtained from the reports and officials of the municipalities involved do not 
overstate the saving power of public ownership. 

In the early years before the cost of electric lighting was understood and the companies were charg¬ 
ing speculative prices, as in Elgin, Aurora, etc., the change to public ownership caused an amazing 
reduction. And even in later times the saving through municipal ownership is sufficiently marked. 
In Detroit, for example, one of the latest cases, the city, when considering the change to public 
ownership 6 years ago, could get no bid for its street lamps lower than $132 per arc year; it saved nearly 
860 per arc at the start, and has now reduced the total cost, interest, depreciation, taxes, insurance, 
and operation to about 870 per arc, and could cut it down to 800 or less it the commercial lighting of 
the city were united with the street lighting in one system under public management. 
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the economies of public ownership. 


In addition to the fact that public ownership aims at service rather than profit, 
and therefore tends to a lower rate level than private ownership, gravitating to 
the level of greatest service without deficit—in addition to this we must note that 
public ownership permits economies which pull the expense line nearer the verti¬ 
cal and bring the fine of greatest service without deficit to a lower level than it 
would have in the same system under private ownership. Thus public ownership 
favors low rates in a double way, first, by tending to bring rates down to cost, 

and second, by lowering cost. . ... ,. 

Some of the reasons for the superior economy of public ownership are as 


f0 (l) W The public plant has no lobby expenses or corruption funds to raise, as 
many of the private monopolies have. „ _ 

( 2 ) it has no rebates or commissions or other secret concessions to favored cus¬ 
tomers to provide for. 

(; 3 ) It has no dividends on watered stock to pay. > 

(4) It lias no overgrown salaries or monopolistic profits to provide for. The 
principal salaries are apt to lie smaller under public ownership and the wages of 
ordinary labor somewhat higher than under private ownership. 

(5) Litigation expenses and lawyers’ fees are likely to be less under public 
ownership than with private systems. 

( 0 ) The public plant generally is able to save on interest charges. The public 
credit is better than that even of very strong private companies, the government 
being able to borrow often at 3 per cent or less when a private company has to 
pay from 4 to 0 in the same locality. The government also saves on insurance, 
insurance being simply intended to diffuse loss, the government acting as its own 
insurer—diffusing the loss directly without paying the commissions and agents’ 

(7) Public ownership gains through superior coordination of industry, which 
is impossible under private ownership except through incurring the dangers of a 
concentration of wealth and power in the hands of a few, the evils of which would 
be likely to outweigh the benefits of coordination. 

(8) The public also gains through the civic interest of the people, which 
increases and facilitates the business. It is a fact of experience that the people 
patronize their own institutions, their own water plants, their own electric plants, 
and their own telegraphs and telephones to afar greater extent than they patron¬ 
ize a private institution. A man does not hesitate to increase the income of a 
public plant; his civic pride leads him to favor its prosperity; it is his plant; he is 
a partner in the concern; but the majority of men do not enjoy increasing the 
profits of a private monopoly. 

(9) In the next place, the public plant escapes the costs and burdens of costly 

strikes and lockouts. , . 

(10) Public ownership saves the cost of numerous regulative commissions and 
investigations into the secrets of private monopoly. Everything is open and 
public, and there is no necessity of those tremendous investigations. It also saves 
in the cost of legislation, since the time and attention of our legislators are very 
largely given to these great private monopolies, making laws they want and 
making laws to control them. 

(11) The superior diffusion of wealth and elevation of labor resulting from a 
normal public system tend to diminish the extent and the cost of the criminal 
and defective and unfortunate classes; as in New Zealand, where they have prac¬ 
tically wiped out the unemployed agitation through the administration of public 
utilities. 

(12) The elimination of the antagonism between the owners of vast industries 
and the public carries with it all the useless activities and wastes of conflict 
which result from that antagonism. 


SAVINGS THROUGH PUBLIC RAILWAYS. 

How great are the savings that may result from the elimination of conflict and 
a thorough coordination of industry under wise and impartial public manage¬ 
ment may be seen by comparing the economy of such a system with the waste¬ 
fulness of present railway methods. 

While 800 or 1,000 companies carry on their business more or less separately, it 
is manifest that there must be duplication of management, of general officers, 
and duplication of railways, and or competitive agencies, duplication of depots, 
multitudinous ticket arrangements, competitive advertising, the carrying of 
empties, etc. I need not enumerate all the details; it is clear that the wasteful¬ 
ness of the present system is very great. In England careful estimates have 
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been made by leafliugraUway authorities—the secretary of the London and North¬ 
western Railway Company, the manager of the Lancashire and Yorkshire, and 
the late eminent railway engineer, Sir Edwin Chadwick—and it is estimated that 
in Great Britain and Ireland the preventable wastes amount to 30 to 24 per cent 
of the operating expenses. In this country we have nothing like the union that 
exists in Great Britain. We have 888 independent systems, while the United 
Kingdom has only 188. 

The whole railway system there is based on an understanding between all the 
companies, so the current railway literature affirms. The wastes of severance 
may, therefore, begreater here. But suppose we take it at 20 per cent, we shall 
find then that the wastes of severance in this country on the basis of the English 
estimates would amount to $180,000,000. If we add to this the sums that go to 
legislative and legal expenses, and the amounts that are given awayin free passes 
which still obtain to some extent, and the rebates that are still given in large 
measure, our present system of railway management probably costs the people 
not less than $250,000,000 to $800,000,000 more than it ought to cost—$250,000,000 
to $800,000,000 partly waste and partly unjust increments to private pockets at 
the expense of tlie public. All this would be saved to the people by public owner¬ 
ship, and more, for the profits that now accrue to the companies would go to the 
people in lower rates, or lessened taxation, or added millions in the public treasury. 

Moreover, if we had a system owned by the public clear of debt, as is the pur¬ 
pose of a number of the European governments, such as Germany, Belgium, 
Austria-Hungary, and France, which are aiming to secure a system of railways 
owned by the public with the capital all paid off, sothatthe railway system will be 
in the same condition as to capitalization as the public-road system is now, then 
rates may be reduced to the lowest possible figure, jnst large enough to cover 
operating expenses and depreciation and necessary extensions and improvements 
from year to year. That seems to me to be the ideal from an economic stand¬ 
point. Such bottom rates are of the greatest moment to the people for the 
improvement of social conditions, the relief of pressure upon the slums of the 
great cities, and so on. Politically, socially, and economically, low rates of trans¬ 
portation are of the utmost importance. Therefore it was of"vast importance for 
a nation to have so nearly as possible a free-road system, only the expense of 
keeping it up falling upon the people. So it is of vast importance that we should 
get as near as possible to a free-raflway system, putting upon transportation only 
the burden of operating expenses and maintenance charges and getting rid of the 
capital charges. If that were done the people might Bave about 600 millions of 
railway charges every year, adding the waste and misappropriation I have spoken 
of to the interest and dividends and surplus. 

Here is an itemized account of the possible savings under a wise public man¬ 
agement of railways. It is a statement prepared by me in 1895 for the Arena 
magazine, and is based on the estimates of railroad men: 

Table III .—Savings under coordinated public ownership. 


In mil¬ 
lions 


Author! tv 


1. By abolishing 599 presidents, with their staffs. 

2. By abolishing the nigh-priced managers and their staffs. 

8. By abolishing attorneys and legal expenses. 

4. By abolishing merely competitive offices, solicitors etc. 

5. By abolishing five-sevenths of the advertising account which is 

incurred for competitive purposes. 

6. By abolishing the traffic associations which are employed to 

adjust matters between competing roads. 

I . By exclusive use of the shortest routes. 

8. By consolidation of working depots, offices, and staffs. 

9. By uniformity of rail, cars, machinery, etc., cheapening their 

manufacture' by avoiding freight blockades, return of “emp¬ 
ties” belonging to other roads, derkage to keep account of 
foreign cars and adjust division of earnings among the roads; 
by making simple, easily understood tariffs, saving the time 
and labor of clerks and the public; by all the numberless little 
economies of a vast corporation under a single management, 
and no competitive warfare to waste its energies. 

10. By avoiding strikes and developing a better spirit among the 

employees. 

II. By abolishing the corruption fund for influencing legisla¬ 

tion, etc. 

12. By abolishing the pass evil. 

18. By abolishing unjust rebates and commissions. 


4 

12 

12 


4 

*25 

20 


15 

10 

80 

30 

50 


Tqtal 


242 


(.'.Wood Davis. 
Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 


The^iresent writer. 

Thos. V. Cator. 

C.Wood Davis. 
Thus. V. Cator. 
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Table III.—.Sit-ins* under coordinated public oicnership —Continued. 
FURTHER SAVINGS BY PAYING OFF DEBT AND EXTINGUISHING CAPITAL CHARGES. 



In mil¬ 
lions. 

Authority. 


286 

By report. 1891. 

Do. 


82 


52 

Do. 


Total savings per year by public ownership free of debt... 

662 ! 



I took the year 1891 in order that all the estimates might refer as nearly as pos¬ 
sible to the same year. The people paid the railroads iu 1891 about $1,900,000,000. 
They could have had the same or better service for half the money if they had 
owned the roads free from debt and under good management, with a well coordi¬ 
nated public system. 

We have now well toward a thousand different managements in place of 600, 
so that some of the wastes in the table have increased, while others have prob¬ 
ably diminished. There are other items of saving not mentioned in the table. 
For example, adoption of the zone system and of cooperative methods iu con¬ 
struction, etc., fuller use of safety appliances, a careful system of training rail¬ 
way employees, thorough coordination with the telegraph, telephone, and postal 
services, street railways, roads, police, and other departments. There is still 
abundant reason to believe that railway charges ($1,480,000 this last year) could 
be reduced about one-half if the nation owned the system free of debt. In view 
of the fact that traffic is greatly increased by low rates and that the expense per unit 
both as to operating cost and fixed charges diminishes with the growing density 
of business, it is probable that rates and fares could he reduced considerably more 
than half under public ownership with the capital paid up. Even with the 
higher wages that ought to he paid and would be paid to brakemen, switchmen, 
and other workers, large reductions in rates would still be possible. 

CONSOLIDATION. 

In this country there have been about 5,000 railway corporations. About 3,000 
of them have ceased to operate, and there are now a little over 2,000 railways— 
2.047,1 think—and of these, there are 863 independent operating companies and 
about nine hundred and seventy-odd subsidiary companies leased or controlled by 
the independent companies. Two hundred odd of these—about 213,1 think—of 
the subsidiary companies keep separate operating accounts, so that they are not 
entirely merged. Now, you see in those few figures that a tremendous movement 
toward concentration and coordination under private ownership is going on, and 
there is much at the same time that the figures do not show, for vast combinations 
are being formed among the independent companies. Coordination is good and 
ought to go all the way. It would result, as we have seen, in the very greatest 
economy if the whole railroad system of the country could be ran under one 
harmonious plan and one management, in full coordination with the telegraph, 
telephone, and postal services. 

In the transfer of empty cars, in gettingirid of unnecessary stations and account¬ 
ing offices, etc., great savings can he made—union of depots and all that. This 
concentration—which is so valuable that the German Government in arguing for 
public ownership of railroads put it as 1 of the 2 strongest arguments that they 
had—this concentration and coordination can be obtained under private owner¬ 
ship, but to bring it about under private ownership would result in establishing 
a power so colossal in the hands of a few men that the present dangers to free 
institutions resulting from monopolies would be intensified very many fold- 
intensified to such a degree that it would appear better for the country, perhaps, 
to forego the advantages of coordination than to have absolute or complete union of 
these enormous systems under private control. So that if we are to have the 
benefits of coordination with justice and safety to the Republic, we must attain 
them through public ownership. A consolidated system of railways in private 
hands would be a monopoly so vast, so powerful, so irresistible in its influence on 
legislation and administration that it would constitute too great a danger to 
republican institutions to be permitted. With private management we have 
either a lack of coordination or mharmony. or dangerous consolidation—harmony 
and coordination, together with safety and justice, can only be secured through 
public ownership. 
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Moreover it must be remembered that lees than a third of the six hundred odd 
millions of possible public railway savings would be attributable to the element of 
coordination, over a hundred millions would be due to the abolition of corruption 
funds and discriminations in favor of privileged individuals, corporations, trusts, 
and combinations, and several hundred millions more belong to the capital 
accounts, rent, interest, and profits, and could be realized only by the extinguish¬ 
ment of railway capitalization and the making of rates on the basis of operating 
cost without profit, things that no private company, or consolidation of private 
companies, could be expected to do, so that far the larger part of the possible 
diminutions of railway taxes can only be secured through public ownership, not 
being attainable under private management, even if we were willing to risk the 
dangers of complete consolidation in private hands. 

Q. (By Mr. Farqchar.) If 600,000,000 are taken ont of the net returns of rail¬ 
roads, what would be left?—A. I did not say out of the net returns; I said out of 
the gross returns. 

Q. Even say out of the gross returns; how much would that enter into the net 
results as at present constituted?—A .The $600,000.000, according to those estimates, 
would be saved to the common people through the lessened cost of operation and 
the doing away with discriminative rates and corruption funds, and so on—all the 
losses of the present system—and the elimination of profits. Without touching 
profits, the possible reductions might be in the neighborhood of $250,000,000 or 
more, basing our calculations either on the English estimates above referred to, 
or on the table and the comments following it. 

O. If discrimination in rates were abolished entirely by the flat plan of an equal 
tariff all over, would not that add to the profits of the railroads?—A. It would add 
to the gross revenues if the present tariff were enforced throughout. 

Q. If you abolish all discriminations you are bringing more revenue into the 
railroads, and you say by the abolition of that, by coordination, etc., that you 
would save—that was the expression—8000,000,000?—A. Yes. It would save that 
much to the common people. If the favored shippers, who get concessions worth 
50,000,000 a year, did not receive those concessions the railroads would bo $50,000,000 
better off, and could afford to reduce rates to the general public by that much. 
Discriminations are made, very many of them, by the payment of rebates and 
commissions. Now, if yon do not make those payments, you save that amount 
of money to your railroad system, and can lower rates in general by so much. 
Suppose that the roads received $1,000,000,000, and that $50,000,000 were given back 
to favored shippers. Now, you do away with your, discriminations and you can 
get along with $50,000,000 less rates, can you not, than you could before? That is 
the point. Every payment or concession, whether positive or negative, to the 
Standard Oil, the beef combine, the grain trust, or other favorites of the railways, 
is just so much out of the pockets of the common people, who have no rebates or 
concessions and have to pay ordinary rates. It is just the same as it the amount 
of the concessions were added to the salaries of railroad officials, or as if the oil. 
beef, grain, coal, and other monopolists were put on the salary lists of the roads, 
and paid amounts equal to the value of the concessions they get. The common 
people have to pay for those concessions in railroad rates, and they would have to 
pay just that much less if the concessions were done away with. 

6. (By Mr. Clarke.) Even if rates were not to be lowered, would yon still see 
a great advantage in public ownership?—A. Certainly; I think the rates are not 
the main thing. This matter of partiality, personal discrimination, injustice, that 
isyiiminated by public ownership; and the antagonism of interest between the 
small class owning the railroad system and the public as a whole, which is 
eliminated in favor of harmony; the relief of the pressure upon Government, 
tending to control and corrupt the Government, as our great monopolies do so far 
as necessary to accomplish their purposes and to protect themselves against bad 
legislation. All those things and others which are- 

Q. (By Mr. Farqchar, interrupting.) Do yon think that human nature changes 
in publio service from what it was in private service in any way?—A. Yes: grad¬ 
ually; not all at once. 

Q. Have ysu any knowledge of any country where it has?—A. Yes; every 
country. Man is molded by his environment as well as molding his environment. 
If we look back to the savage times when man began, we can trace through his¬ 
tory the interaction between maij and his environment, social institutions being 
a part of that environment. Now, every change toward harmony by elimination 
of antagonism anil conflict tends to make man less barbarous, less antagonistic, 
less selfish, more sympathetic, brings him into closer relations with his fellows, 
molds and changes his human nature toward a higher manhood. That is one of 
the great benefits that I expect from public ownership, 




F. PABSOHS:—ADVANTAGES OF PUBLIC OWNERSHIP. 151 


Q. Do you think that in the railroad service of the United States, were it possi¬ 
ble—which everybody seems to think is impossible, of course—for the Government 
to own them—do you think it is possible to serve the people better, have a more 
intelligent service by a public service, whether under civil service or not, than 
yon have under the great brotherhoods that control the roads now?—A. Not per¬ 
haps a more intelligent service, but an equally intelligent service, aiming at the 
public good instead of at private profit under the control of the monopolists, not 
under the brotherhoods, for the brotherhoods do not control the roads, as is clear 
from the long hours and low wages of most of the men. 

Q. Would you abolish the brotherhoods that are on the railroads now and bring 
in a civil service?—A. No; I would not abolish the brotherhoods, 

Q. How would you employ your public servants on the public roads?—A. I 
would leave the present employees (when the different roads are taken) in the 
positions they occupy at the time of the transfer, subject to the condition of dis¬ 
missal for lack of loyalty, under strong civil-service rules, made a part of the law 
under which the railroads are taken over, all new appointments and employments 
and dismissals being placed under those rules, and so the change from one system 
to the other would he made gradually, not liv any sudden jolt, 

Q. But in the long run that would tend, of course, to eliminate the present form 
of brotherhoods as they are now?—A. Oil, no; let the unions and brotherhoods 
stay as long as they want to. 

Q. (By Mr. Litchman.) Does the management of tho railway post-office service 
under the Government eliminate the organization of railway postal employees?— 
A. Not that I know of. Trade unions are frequently opposed and sometimes 
broken down by private monopolies, but not by public managements. Unions 
are encouraged in New Zealand under the public service; the workers can not get 
their full rights under the law unless they do form a union. It is only the unions 
that can elect their judges to the appeal board. 

PUBLIC BENEFITS ASIDE FROM LOW AND IMPARTIAL RATES. 

The next point X would like to speak of very briefly is public service, aside from 
rate making. Take the matter of construction. In New Zealand the construc¬ 
tion of railroads is so arranged as to relieve depression instead of creating panic, 
as our railways have been known to do. In 187(1 we had what was practically a 
railroad panic. And overconstruction of railways in a time of prosperity is 
thought to lie responsible in other instances for intensifying depressions and 
panics. In New Zealand and Germany the definite effort of the Government is 
to increase railroad construction in times of depression and to let upon construc¬ 
tion in times of boom. In that way they get a double advantage. They equalize 
the labor market and thecontrol of industry, and they get the railroads constructed 
at tlie times of lessened cost instead of at the times of higher cost. 

Moreover, the management uses railroad construction and the adaptation of 
it—increase and diminution of it—to aid the farmers in obtaining the labor they 
need in harvest time. When winter comes and the unemployed are numerous, 
the railway managers increase their construction force. When summer conies, 
and the farmers want harvest hands, the managers slacken the work on the rail¬ 
roads and other public works, so that the men can go to the farmers. 

In still another way railroad construction in New Zealand is used to aid the 
laboring people. The management lets out contracts for construction directly to 
cooperative groups of workers. A group of laborers contract for a given section 
of earthwork, another group for laying the ties, another group for laying the rails, 
another group for grading and repairing the road, another group for building sta¬ 
tions and public buildings of various kinds; even iron bridges have been con¬ 
structed in this way, by groups of cooperative laborers—anywhere from 8 to 50 or 
100 men, who elect their own foreman and divide their money equally, the amount 
paid being determined by the engineer of tho railroad Hystem. The result is that 
the average wages made by the men are nearly double what they were able to 
make under the old system of private contract, because the men, knowing that 
the profit is to be theirs, put a great deal more energy and interest into the work, 
and consequently the state has secured its railways at a lower cost in every 
instance, so it is stated in their reports, than was the case under the old system of 
dealing with boss contractors. Tho elimination of the profits of the contractors 
and the stimulation of the industry of the men lifts resulted in these two conspic¬ 
uous benefits, (1) affording the men double wages nearly, and (2) giving the state 
its construction at lower cost; beside favoring the development of sympathy, of 
cooperative effort and of ability to understand each other’s efforts and interests. 
I believe that one of the greatest and most important tests of civilization is the 
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growth of cooperation. When men were mere savages and barbarians they were 
Incapable of any cooperation. As they were developed they became capable of 
working in little groups, and larger groups, and larger groups, until finally they 
are able to work together in the all inclusive group of a public utility, and only 
as these larger groups of voluntary cooperations federate into a complete coopera¬ 
tion, and finally merge into the great all-inclusive circle of public ownership do 
we come to the final goal of civilization—the elimination of conflict and the 
replacement of it by harmony, by cooperative work for the benefit of all, instead 
of the mastery and conflict of most by the few for the benefit of the few. I believe 
that is the goal and the test of civilization, and, if so, the public systems in Ger¬ 
many and in New Zealand are emphatically superior to any private system under 
this test. 

Germany controls her railways in such a way as to coordinate them—that is 
true of other public systems also—coordinate the railways with the telegraph, 
telephone, and post-office, and every other public service. The railway tariff, for 
example, is made to enforce the national tariff instead of nullifying it as our rail¬ 
roads are apt to do. For example, a few years ago, it appeared from the testi¬ 
mony in the Texas and Pacific cases that foreigners could ship from Liverpool or 
London through New Orleans to San Francisco and the Pacific coast, books, mat¬ 
tings and carpets, confectionery, boots and shoes, hats and caps, gloves, linens, 
cashmeres, and so on, at a blanket rate of $1.07; whereas, from New Orleans 
domestic products to San Francisco went at rates from $2.88 to $3.70. That is 
only one instance of the practical nullification of the protective tariff by our rail¬ 
roads; whereas, in Germany railroads not only do not nullify the policy of the 
state in regard to the tariff, but they enforce it. and they can actually establish 
protection to home industry by making the rates on foreign products higher than 
on domestic products, and they can admit raw materials for home industries at 
very low rates, so doubly encouraging home industries. 

In one way more, with grand results, Germany has introduced the cooperative 
and ooordinative principle into her railway system. The railways are governed 
by the minister of public works at the top (with a national advisory council), 20 
railway directories, or district superintendencies (with $ circuit advisory coun¬ 
cils), andOclassesof local officers (operating, machine, traffic, shop, telegraph, and 
building). One of the principal duties of the local-traffic office is to maintain a 
“living union” between the railway administration and the public. The chiefs 
of these offices are required to get into intimate relations with the people of their 
localities. Each local traffic chief, “ by numerous personal interviews and obser¬ 
vations, must inform himself concerning the need's of the service in his district, 
investigate and remedy complaints and evils without delay, and take such meas¬ 
ures as will secure the most efficient service.’’ 

The local advisory councils are composed of representatives from chambers of 
commerce, labor organizations, farmers' unions, dairy associations, merchants' 
clubs, etc.; all sorts of industrial and social combinations are represented in these 
advisory councils, and the law requires the directories to consult these advisory 
bodies. The people, organized, according to their interests, into various forms of 
industrialunion (chambers of commerce, labor unions, fanners’ associations, etc.), 
elect the members of the local advisory councils, and these councils in turn elect 
80 out of the 40 members of the national advisory board, the other 10 members 
being appointed, 3 by the minister of agriculture and forests, 8 by the minister of 
trade and industry, 2 by the minister of finance, and 2 by the minister of public 
works, state officials being ineligible. These advisory bodies do actually discuss 
with the greatest force, clearness, and effectiveness all sorts of questions about 
rates and classification and the conduct of the railroads; they make their recom¬ 
mendations and suggestions, and they are very largely followed. So that in Ger¬ 
many to-day the railroad system is practically in the hands of the people to 
manage and direct. The roads are actually operated in the interests of the people 
on one of the most democratic and cooperative plans it would be possible to imagine, 
it seems to me. 

Q. You were speaking about cooperative construction in New Zealand, and I 
wish to know in that case who owns the facilities and apparatus. Supposing 
they were constructing a bridge, who would own the derricks and the hoisting 
engines and all that?—A. The state owns the machinery; but, adding the cost of 
supplying machinery to wages paid for the work, the total cost to the public is 
less in every case than under the middleman contract system, and since the aboli¬ 
tion of the middleman and the establishment 'of the cooperative system, 9 years 
ago, there has been no unemployed-labor agitation in New Zealand. 
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fWhereupon the commission, at 12.55 p.m., took a recess until 2.80 p.m. The 
commission reassembled at 2.87 p.m., Mr. Parsons continuing his testimony as 

*°I want to say that I do not believe personally that we are ready yet tor the 
public ownership of railroads in this country. I should have stated that more 
definitely at the start. I believe we are never surely ready tor the public owner- 
ship of anything in a republic until the people as a mass are thoroughly and 
earnestly awakened to that desire, and so, though I believe we are ready for public 
ownership of the telegraph, the public having expressed a desire for that for the 
Dast 50 years, I do not believe that public sentiment is sufficiently developed as 
vet to make us ready for public ownership of railroads; but, comparing the two 
systems throughout,! think there is very strong reason to believe that public 
ownership is the best, and will be the ultimate outcome when the people come to 
understand the matter fully. And I believe it is of the utmost importance that 
the people should he informed on the subject, so that they may make an intelli¬ 
gent decision as to the merits of the two systems. 

SAFETV. 


We come now to the question of safety. Which system is most likely to care for 
the public safety? Such special care for public safety as we have obtained on the 
railroads of this country and oil the railroads of Great Britain has been obtained 
chiefly through severe legislation or direct and strenuous legislation, often resisted 
by the railroads. For example, the laws about grade crossings, and about keep¬ 
ing stoves in passenger cars, and about various safety coupling arrangements, 
and so on, have usually been resisted instead of being cordially adopted. 

I remember a case in regard to the street railways of Philadelphia, when the 
presidents and makers of the roads came to consider the matter of putting on safety 
lenders, and an inventor had a fender that had been tested, and it was found that 
it would act like the fenders now used in Budapest, that will roll a child from 
the track without even bruising it seriously; but when it was found that it would 
cost *o0 a car to put it on the street cars of Philadelphia, the magnates made a 
little calculation, and found it would be cheaper to keep on paying damages tor 
breaking legs and running over children. Afterwards a law was passed requiring 
fenders, and the roads delayed a long time until they were forced to get fenders, 
and then put on the cheapest kind they could get; and the fact is, in Philadelphia 
now, if a man is struck on the leg by one of those fenders, it would probably be 
as bad or worse than the blunt edge of the car. The fender has an iron edge 
anywhere from 0 inches to a foot from the ground, and would more certainly 
break him in two than if he was struck by the car itself. 

When I come to the statistics in regard to accidents in various systems, public 
and private, I am not able to make out that the influence of ownership is the 
dominant one. I have here a table which I will incorporate in the testimony, with 
the permission of the commission: 


Table IV .—Railway accidents . 



Passengers. 

Employees. 


Killed, j 
1 in— 

Injured, 

1 in— 

Killed, 

lin- 

Injured, 

1 in— 


2,267,000 ! 
10,700,000 l 

170,141 

447 

28 

Germany... 

1,700,000 

966 

366 

8,781,000 | 

1 652,000 

1,560 

200 


lo.ooo.ooo ! 

614,000 
: 800,000 

1,860 

616 


9,000,000 , 

1,070 

48 

Switzerland. 

8,826,000 

710,000 

1,015 

847 

France: 

12.000,000 

1,000,000 

1,175 

890 

Private roads. 

5,000,000 

1,000,000 

1,000 

820 


The Swiss and Austrian figures are for 1897; the rest are for 1808. The Austrian figures include a large 
block of private railways. I have not aa yet secured the separate data. The English data as to 
employoes are taken from The Engineer, London, January 28,1000; the yearly returns ot employees 
injured appear to have been, till recently, very imperfect. 

It is made up for the United States, Germany, Austria, Great Britain, and 
France, and it appears that a passenger is about 5 times as likely to be killed in 
the United States as in Germany, and about 10 times as likely to be injured, 
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while a railway employee is more than twice as likely to he killed on our roads 
and 18 times as likely to be injured; but a comparison of the roads in Great 
Britain and Germany affords no such striking contrast. The result is not the 
other way; it is in the same direction, but nowhere near as strong, showing that 
the matter of ownership is not the dominant factor in the statistics of accidents. 
In France on the public railroads there is 1 passenger killed to 12,000,000, and on 
private roads 1 to 5,000,000—the private system being more than twice as danger¬ 
ous so far as killing passengers is concerned. And 1 passenger is injured in each 
4,000,000 on public roads and 1 in each 1,000,000 on private roads—4 times as dan¬ 
gerous on private roads as on public roads in France; und it is also more danger¬ 
ous for employees on the private roads. 

Q. While you are on that point, state how these data are made up,—A. From 
the reports or the French minister of railways. 

Q. In proportion to the population and miles of railroads?—A. No; in propor¬ 
tion to the number of passengers carried. In Germany 1 passenger in 10,700,000 
is killed, while in the United States it is 1 passenger in 2,267,000, and by a still 
later report the ratio is 1 passenger killed in every 2,189,000 passengers carried, 1 
injured in each 152,000 passengers; 1 employee killed in 420 and 1 injured in each 
27, showing an increased danger in the United States since 1808. 

There is one thing further to be said about France, namely: The private roads 
consist of the great systems, while the public roads in France are comparatively 
small branch affairs, and that may account for the difference in safety. I am not 
able to come to any satisfactory conclusion about that. 

CAPITALIZATION. 

My next point relates to capitalization, and here there is a tremendous contrast. 
The tendency with the great private monopoly is to build up capitalization year 
after year, and decade after decade, adding together the cost of the original plant 
and the cost of all improvements, reconstructions, etc., until, even with honest 
bookkeeping and without any stock watering, the capitalization, by simple accu¬ 
mulation and accretion, comes to bo 2 or 3 times the actual worth of the plant. 

Q. (By Mr. A. L. Harris.) That is the face value, is it, and not the amount 
received by the company?—A. No; I am talking about the actual cost put into 
the road. It accumulates year after year, till it far exceeds the real value or cost 
of duplication of the plant. 

Q. Not the face value of stock and bonds?—A. No. When we come to that, the 
face value of the stock and bonds, there is a great increase beyond the total capi¬ 
tal cost—beyond all that has been put into the roads—a great expansion through 
the watering of stock and through the inflation of values otherwise than by accu¬ 
mulation of worn-out construction costs. 

I do not suppose it is necessary to give illustrations, as it is so well known to 
be tbe tendency of our railroads, telegraph, telephone, and street railways, but 
I might name one of the most conscienceless cases, that of the Boston gas system, 
where some years ago, I think in 1888, the capitalization was less than 84 per 
thousand feet of output. That was about fair. Between $3 and $4 capital per 
thousand is the actual value in large cities, according to the gas experts. Since 
that time the Boston companies, by a complex system of consolidation and increase 
of stock upon consolidations, and leases and contracts, ami so on, have gradually 
worked their capitalization up until it is $42 per thousand feet of output, or about 
10 times—more than 10 times—the fair capitalization. 

Take the Metropolitan system of street railways m New Y ork. It appears from 
an estimate made last year, baaed upon the testimony obtained by one of the legis¬ 
lative committees of New York as to the cost of making railroads in New York 
City, that the market value of the stocks and bonds of the lines owned by the 
Metropolitan Company was then 28 times the actual value or cost of reproduction 
of the said lines, according to the evidence given. That is another very strong 
case. 

The prevalence of water in the railroad system is so well known that it is not 
necessary to do more than touch upon the matter. Vanderbilt set the pace in 
consolidating the 11 roads between Albany and Buffalo and increased the capital¬ 
isation by nearly $9,000,000 in doing it, then adding 50 per cent to the stock 
capitalisation of the Hudson road, of which he was president; then extending his 
control over the Central and adopting the same tactics there he added 80 per cent 
to the New York Central: then he consolidated the two roads, and in doing it 
inflated'the Central 27 per cent more and the Hudson 85 per cent; so that in the 4 
years from 1866 to 1870 he brought the capitalisation up from $54,000,000, which 
was a little more than the total cost on the books of the company—about $4,000,000 
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more-to $108,000,000. The total cost on the hooks in 1870 was under *70,000 per 

mile, while under his capitalisation it was *123,000 per mile. 

That example has been followed to a great extent all over the country, so that 
our railroad capitalization is now about half water, or water and wind. The 
figures of construction and equipment cost given in Poor s Manual from time to 
time indicate that the railroads of the United States are capitalized at about 
double what they could be built and equipped for at the present time. 

6 . What about the total capitalization?—A. A little over §60,000 a mile; and 
the actual value, according to Poor's figures as to the cost of reproduction, would 

be under $30,000 a mile. . .. , , . 0 A 

Q. In round numbers what is the total capitalization of the railroads?—A. Some¬ 
thing over $11,000,000,000. . XT . . 

Q. (By Mr. Litchman.) That is, outside of the bonded debt?—A. No; including 
the bonded debt. . . „ 

Q. Also includes the bonds in the capitalization?—A. Yes. 

Q (By Mr. Phillips. 1 Is it fair to include both the bonds and the stock as capital¬ 
ization?—A. Yes, I think so; for this reason: Take the ordinary manufacturer or 
business man without any monopoly, and it is clear that he can not make his 
prices any more than is necessary to pay him a reasonable profit in a competitive 
market on the actual capital value oi cost of reproduction of his plant. He can 
not mortgage his business and issue bonds and pay interest on that out of Ins 
prices and still expect to make a profit in the way of dividends for himself. If lie 
tried it, some business man without any bonds or mortgage, who would be 
satisfied with one profit on the actual investment, would undersell him and drive 
him out of the market. Tlio merchant, farmer, or manufacturer can not make his 
customers pay interest on bonds equal to the capital invested and dividends on 
stock equal to the real capital also. He lias to be satisfied with one profit on the 
actual capital cost of reproduction, and that is right. It places the monopolist 
at a great advantage in reference to the everyday business man, and especially 
the small people, if either the bonds or stock or both together aro allowed to go 
beyond the actual value of the plant and become a charge on the community. 

Q. (By Mr. Clarke.) Do you think the present cost of reproduction of a plant is a 
fair test of the capitalization?—A. I think so, for the reason that I have just stated. 
It is the test with the manufacturer and the agriculturist. The point I wish to 
bring out, though, is this: Not to blame the railroads especially, although I do not 
think they have acted fairly in the matter, many of them, yet they have acted much 
more fairly than the gas people and street-railway people in many instances; but 
I wish to bring out the total difference of policy under the public systems where 
there is no water or inflation, no policy of building up capita! from year to year, 
but exactly the opposite policy of reducing the capitalization from year to year 
by devoting a certain fund to paying it off so that in the course of 20, or 30, or 50 
years the capitalization shall be extinguished, and the railways or other service 
shall be open to the use of the people at, rates just high enough to cover the actual 
cost, of operation and depreciation. That is the policy which is being definitely 
carried out in Belgium with the railroads, and on the German railways, and the 
railways of Austria-Hungary; and France, even, has made an agreement with 
the railways whereby in the middle of this twentieth century they are to revert to 
the State, as I understand it, free of capital cost. The Swiss Federal Council, in 
giving their reasons for desiring public railways, made this matter very emphatic; 
they said, “ We are surrounded by countries who are aiming to reduce rates to the 
lowest practicable figure. If they do accomplish that in the course of the next 
half century, and we leave our roads to pile up their capital year after year as 
they are doing, we will be at a great disadvantage. Our rates will be so high 
that we can not possibly compete, and we will not get any through traffic, hut 
get absolutely nothing except the rates from our own people.” That was very 
influential, I am told, in producing the remarkable vote of two to one in favor of 
the nationalization of railroads in Switzerland. 


STOCK ((AMBLING. 

Passing from that point, the next one is that railway capitalization, and especi¬ 
ally the stock part of it under the private-monopoly system, supplies an oppor¬ 
tunity for the speculation and gambling which goes on in New York and other 
cities, to the great detriment of our industries and to the detriment also of the 
ideals of our youth. Just so long as our young men feel that there is a chance for 
them to gain wealth by speculation instead of by honest industry, so long will they 
turn to speculation instead of relying on useful work—to just that extent we are 
holding before them a premium to devote themselves to gambling instead of fruit¬ 
ful labor—putting the premi urn on activities which are not nearly so beneficial to 
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the public, to say the least, as honest industry is. The publio system, on the con¬ 
trary, by wiping out this railway stock, and gas stock, etc.—the fluctuating 
securities on which the gamblers of the stock exchanges rely—causes a marked 
reduction in the speculative and gambling elements in our business life. 

COORDINATION. 

Then, the point of coordination, which I have briefly referred to before, but 
wish to emphasize here in a little different way. In Germany, Belgium, New 
Zealand, and Austria-Hungary, where are the systems I have mainly studied, the 
railway service is coordinated with the telegraph, telephone, and all other public 
services in such a way that each one aids the other to the utmost. For example, 
in the European countries you can telephone your telegram, and in some places 
you can do it, without charge. They regard the telephone as a feeder to the 
telegraph, and they use each one of the systems of transportation to help the 
others. 


ANTAGONISM OF INTEREST. 

Now, this coordination and unity for public service and the public good, which 
is so natural to public enterprise, is directly opposed to the antagonism of interest 
between a small body of owners and the public which characterizes private 
monopoly. From the antagonism of interest between the owners and the public, 
I believe, grows nearly all the evils that we have experienced from private monop¬ 
oly, and also the great difficulty of enforcing the law in the public interest. It is 
because the owners wish profit, and have the vast power which the great public 
monopoly gives them to enforce their will, that they are able to make these dis¬ 
criminating rates between big and little shippers and between the city and the 
country. They can discriminate against a man. a company, a street, a town or 
city, a State or a nation. They can make the fortune of a city or of a man, or 
make or mar the fortunes of an industry. They can ruin or build up a city, man, 
or State, and they are prompted to use that great power against the public interest 
because of this antagonism of interest between the small group and the whole. 
That antagonism does not exist to anything like the same extent in anv of the 
countries where the railroads and telegraph, and so on, are owned by the State, 
and under the best systems it does not exist at all. 

THE TEST OF MOVEMENT. 

My next point is one that is somewhat novel, but I think I may perhaps make clear 
what is in my mind bv calling your attention to the fact that one of the main differ¬ 
ences, and perhaps the whole difference, between a man and a piece of stone is a 
difference of movement. I suppose there is a certain movement among the parti¬ 
cles of the stone or it would be down to the zero of total cold—a little heat move¬ 
ment—but the rock is not able to move itself: it has none of the motions which 
we call life. And those differences which distinguish a man and a rock exist in 
a less degree between one man and another, and between one nation and another 
Other things being equal, the nation that has the greatest, freest, and most har¬ 
monious movement of its molecules among themselves is the most advanced 
nation, the farthest removed from inanimateexistence. This motion of the mole¬ 
cules of the nation—its citizens and their possessions—produces what may be 
called social thought, wealth, activity of every kind, and social progress. The 
amount of free, harmonious motion among the molecules of society being one of 
the basic tests of civilization and evolution, it is fair to ask which of the two sys¬ 
tems under consideration conduces most to such molecular motion. When we 
compare the two systems in respect to this matter of social dynamics we find that 
the public system greatly excels in its facilitation of the molecular movements 
that underlie and create social heat, thought, life, and progress. Take a couple of 
illustrations. In 1869, the year before Great Britain made the telegraph public, 
there was one telegram to each five persons; in this country at the same time 
there was one telegram to each three persons. England made her telegraph a 
part of the public post, and now there are two telegrams per capita in England 
and about one in this country. In other words, when both systems were private 
we were nearly twice as far along in the rapid transmission of intelligence as 
England, hut when she changed to the publio system aud we kept on with the 
private system she gained on us and passed us, so that her movement of thought 
along the electric wire is double ours. New Zealand and some of the Australian 
colonies also nave two telegrams per capita where we have but one. 
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Again taking railroad movement. In 1888 a comparison -was made between 
Germany and the United States and it was found that the United States had 
nearly 7 passenger trips per capita to 5.8 in Germany. But in 1889, comparing 
the records, there are just about 10 passenger trips in the United States and just 
about 10 in Germany also; almost exactly alike, though the German figure is a 
fraction above ours. So that again in the railroad movement the change to pub¬ 
lic ownership has enabled Germany to gain greatly upon us and even surpass us 
in that movement, in spite of the much greater general activity in the United 
States; industries which are private in both countres or public in both countries, 
like the post, showing very much greater vitality and movement here than in Ger¬ 
many. It is easy to see "why public ownership increases social movement and 
vitality. Take the telegraph—our telegraph system confines itself to the better 
districts, and the companies are not to be blamed for doing it at all; it is in the 
nature of a system built for profit that it must confine itself to the profitable routes. 
It does not put lines into the rural districts where lines will not pay; it can not do 
it. The English private companies did the same thing before 1870, but when the 
lines were transferred to the State one of the first things the Government did was 
to extend them very greatly. They more than doubled the facilities, lines, and 
instruments, and the facilities were increased many fold by making every 
post-office and post-box a depository where a telegram could be placed. So the 
difference is inherent in the two systems, without any blame at all being placed 
on the private system that must naturally and necessarily promote first the private 
interests 

Another striking illustration which must not be neglected is what took place in 
Austria-Hungary in 1889, when the zone system was introduced. Rates were 
reduced from 40 per cent to 80 per cent, and the traffic more than doubled in the 
first year—an enormous increase in the wealth-creating and thought-producing, 
sympathy-developing, civilization-making activities of the nation. 

As I have already stated,in England, when she took the telegraph and increased 
the facilities and lowered the rates from one-third to one-half, the result was an 
increase in traffic which doubled the number of messages in less than 2 years, and 
doubled the word-miles in 1 year. The ter m “ word-mile ” corresponds to the “ ton- 
mile ” in freight transportation and the passenger-mile in passenger traffic. One 
word going 1 mile is a word-mile. 

DIFFUSION OF WEALTH. 

Now. I want to speak a moment of the question of wealth diffusion—the effects 
of the two systems in regard to the distribution of wealth. The private system 
tends to the congestion of wealth, and not to the diffusion of it. Our railroads and 
telegraphs are recognized without dispute as being large creators of great fortunes, 
and the railroads, at least, are indisputably largely connected with the growth of 
other great monopolies which tend to the congestion of wealth. Many of the 
trusts In their inception owe their growth and power to railroad favoritism. The 
beef combine, for example, and the oil trust, and so on. 

After a trust is once on its legs the removal of railway privileges might not 
break it down in many instances, but so far as the origin of trusts is concerned a 
private railway system is of the utmost importance, and with many trusts and 
combines the railroad system is of great importance to the maintenance of their 
power. 

While I am on that matter of trusts, however, I want to say I am not one of 
those who believe that public ownership or complete control of the railroads 
would abolish the trust evil. I do not believe that taking away the protection of 
the tariff from trusts would do it. Neither am I in favor of destroying the trusts, 
but only of molding them into good forms and directing their energies in proper 
channels. I think that the organization of capital is one of the greatest advances 
of the age, and that trusts, on the whole, represent a movement in the line of prog¬ 
ress. Each trust is a brotherhood or cooperation on the inside. It gets rid of the 
conflict between the different manufacturers or producers who enter it, but inten¬ 
sifies the antagonism that is left between that group and other groups and the 
public. 

Now, if we carry the process of trust making a little further—the same process 
of organization of industry and cooperation—if we extend the limits of the ti ust 
idea in some way so that it shall cooperate not only internally but externally, 
we have solved the trust problem, and I think that can be done without seri¬ 
ous break simply by good laws of taxation and other laws which shall make the 
advantages of organizing capital on the lines of cooperative industry so great 
and the disadvantages of organizing on competitive and antagonistic and anti- 
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public lines so great that capital will voluntarily, of its own motion, tend to 
organize along cooperative lines instead of antipublic lines. For example, take 
the ordinary level of taxation on common competitive business as a median level, 
and for antipublic aggregations of capital that refuse to open their books to pub¬ 
lic inspection, refuse to cooperate or to allowprices and wages to be fixed by a 
board of arbitration or public tribunal—for such aggressive combines make the 
taxes higher and higher in proportion to their size arid antagonistic spirit. On the 
other hand combinations that would open their books to the public and allow the 
fixing of profits and wages and prices to a greater or less extent, either on a slid¬ 
ing scale or by a board of arbitration, should have rates of taxation below the 
median level—rates progressively lower in proportion to the size of the combine 
and the degree of public spirit and cooperative method manifested by it. By 
such taxation cooperative organization would he encouraged and aggressive 
organization repressed. The motive of trust formation is profit. So long as 
profit is linked with aggressive, antipublic organization, capital will flow in that 
direction. If we can sever profit from that sort of organization and attach it to 
cooperative, open-hearted, public-spirited organization, capital will unite in 
cooperative forms. This change in the incidence of profit can he made by well- 
adjusted progressive taxes—aggressive combinations can be taxed so heavily that 
it will mean loss instead of profit, leaving cooperative combination the only form 
of organization from which the promoters and participants can derive a profit.. 

In some such way as that I think we can solve the trust problem along the line 
of voluntary association instead of along lines of repression, or of public owner¬ 
ship of manufactures. 

Now a word more about the diffusion of wealth. In all these countries, Bel¬ 
gium, Germany, Austria-Hungary, and so on, the railroads and telegraphs and tele¬ 
phones are instruments of wealth diffusion, not millionaire mills nor pauper fac¬ 
tories. They do not manufacture great fortunes for individuals and they do not 
force together large populations in the slums of cities. 

The policy of New Zealand is definitely and expressly in favor of wealth diffu¬ 
sion. Everywhere in New Zealand the people and officials express the intent “ to 
have no millionaires or paupers.” They administer the railroad system and every 
other public Bystem, including the land system, with direct reference to that 
intent—to diffuse wealth—and that is the reason the railroads carry the unem¬ 
ployed below cost and give them work in cooperative groups, and help to keep up 
wages by cutting out the profits of great contractors, and so on. 

They deal with trusts, as Germany does also, to some extent, by threatening 
that if they do not make fair prices, low rates will be given to small concerns at a 
longer distance, and so bring competitive products to cut down the prices of the 
combinations. They make a direct effort to prevent the accumulation of vast 
power and wealth in the hands of the few. 

DEMOCRACY. 

Now a word as to the attitude of these two systems, public ownership and pri¬ 
vate monopoly, in regard to democracy. The whole trend of history in our cen¬ 
tury is toward democracy in political life, and I suppose none of us Americans 
would dispute the wisdom of that tendency. We all believe, I presume, in the 
reasons on which it is founded—to protect the people against injustice, sure to 
result if great power is in the hands of the few—arbitrary, irresponsible power; 
and to develop and educate the people through the activities and responsibilities of 
self-government. These reasons apply just as truly, I think, to industry as they 
do to politics. Arbitrary industrial power in the hands of a few leads to oppres¬ 
sion just as surely as arbitrary political power. Political justice requires that 
every member of tne political group of reasonable age and discretion snail have a 
voice in the political control of the group, and industrial justice requires that 
every member of an industrial group of reasonable age and discretion shall have 
a voice in tHe industrial control, helping to determine the policy of the group and 
elect its officers. The educational reason also applies with full force to the democ¬ 
ratization of industry, for quite as much development of mind and character is 
to be attained through sharing the responsibilities of industrial government as 
by participating in political government. Moreover, real political democracy is 
hardly possible where you have industrial aristocracy or the concentration of 
industrial power in the hands of the few. If a few men control the great railway 
systems, telegraphs, and so on, they will necessarily have an enormous control 
not only over industry, but indirectly over political and social affairs; so that per¬ 
fect and real equality before the law ana equal sovereignty or democracy in 

f ovemment can hardly be secured unless democracy in industry is joined with 
emocracy in politics. 
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la fact I believe that the underlying cause of the great unrest of our time is 
that we have experienced an enormous progress in the accumulation and diffusion 
of intelligence, and in the diffusion of political power at the same time with an 
ever intensifying congestion of power and wealth in the industrial field; and the 
two things can not coexist; they are incompatible. Democracy of intelligence 
can not continue side by side with aristocracy and concentration of power in 
industry. 

So it appears to me to be of fundamental importance to consider the attitude 
of the two systems in this relation, and it is of course apparent that the publicly 
owned monopoly is much more in harmony with the principles of democracy 
than the private monopoly. The whole people own the public plant. The 
1 employees and all the citizens are copartners and coowners. All have a voice in 
the management and all receive a share in the profitB and benefits, whereas under 
the private system the power and profits belong to a few. 

If you should run over the list of the directors of the Western Union, or take 
the names of the leading men in the railway systems, you would see how deeply 
true it is that the great fortunes are clustering about these monopolies, because 


ney at 

The very reason men try to get a big monopoly is that it enables them to obtain 
more than a fair remuneration for the services they render, and more than they 
c,ould get in an open competitive market, and just so long as they have private 
monopolies they will be able to get more than a fair remuneration. 

PHIVATE MONOPOLY MEANS SOVEREIGN POWER IN PRIVATE HANDS. 


I would like to make this point as clear and definite as I can. Not only does a 
private monopoly in these great industries antagonize the principles of democracy 
and tend to establish the principles of aristocracy—concentration of power and 
wealth in the hands of the few—but it also involves the exercise of what is truly 
sovereign power by private individuals in private interest. 

John Stuart Mill and other economists are agreed that the charges of monop¬ 
olies engaged in essential services are really in the nature of taxation; and taxa¬ 
tion is certainly a sovereign power. Monopoly of a great public utility, like 
transportation, involves the power of levying taxes on the community. I would 
go a little farther and say that the great monopolists are able not merely to tax 
the people, but to tax them without representation and for private purposes; the 
people are not represented in the body that fixes the monopoly taxes, and the 
taxes go into private treasuries. Now, taxation without representation was the 
cause of the Revolution; and the insignificance of the taxation then in question, 
compared to the taxation which the masses of the people are suffering at the 
hands of the monopolies now, is very evident. If this taxation, levied by our 
home monopolies, was levied by an outside power across the water, there would 
be a revolution in this country without doubt. But we are estopped from any 
revolution, or any serious objection so long as the laws remain as they are, 
because we have assented to the growth of this system, and we are almost as 
much responsible for it as the railroads and telegraphs themselves. 

But further, it is not only taxation without representation, but for private pur¬ 
poses, and please note that no legislature in the civilized world has power to do 
that. That is not merely sovereign power—that is ultra sovereign power—power 
beyond the reach of any accredited sovereign under free institutions, under con¬ 
stitutional government. 

In the second place, the control of the ebb and flow of commerce in foreign 
goods in competition with domestic products which we call the tariff—the pro¬ 
tective tariff—is a sovereign power, and, as I have shown, the railroads are able 
to nullify or to make duties of that kind inoperative, usurping thereby the sov¬ 
ereign power of regulating international trade and even overruling, in effect, the 
regulations imposed by Congress to govern such trade. 

In the third place, the railroads can make and unmake cities; they can make 
and unmake private fortunes, and even make or mar the fortunes of a whole 
State or section of the country. That, again, appears to be a power that should 
not he lodged anywhere but in a sovereign, and hardly there. I can not con¬ 
ceive how, under free institutions, that power should exist anywhere. The aim 
should be equalization and not the making or marring of ono person, city, or 
State at the expense of another. 

Again, great monopolies are able to exert a very large control over our govern¬ 
ments themselves. We are all familiar with the fact that the great railroads, 
particularly in New York, Pennsylvania, and Illinois, carry the legislatures in 
their vest pockets; and one of our legal writers, Mr, Lawson, writing on railroad 


160 ' r MDvmiAi coxmmo^—fMssponfATiojf. 


taw some time ago, warned the student of railway decisions not to pay much 
attention to what the supreme court of Pennsylvania said on railroad matters, 
because, so far as he could make out, the Pennsylvania Railroad ran the supreme 
court in Pennsylvania about as successfully as they did their own, trains. There 
is some good ground for such statements as that. • 

Vanderbilt used practically to own and control the New York legislature until 
Fisk and Gould came on the carpet, and then it was a question which of the two 
great railroad interests should get its bills through and carry its points in court 
and legislature; hut until there is a fight between great monopolists the legisla¬ 
ture usually yields to the persuasions of any great monopoly. 

Even in Massachusetts, where we are supposed to have a pretty good state of 
affairs, we find it practically impossible to do anything effective in the legislature' 
against the railroads, or the street railways, or the great gas and electric light 
interests. When we did succeed, after several years’ effort, in getting a gas and 
electric light law permitting the cities to establish municipal plants, the monopo¬ 
lists succeeded in putting in a clause which nearly nullified the benefit of the 
law by making the conditions so severe that towns and cities have found 
it very difficult to take advantage of it. The law establishing the State board of 
gas and electric light commissioners was drawn by the attorney of the gas 
monopoly—drawn to protect the companies and put the public to sleep, while 
giving it little real benefit. And when a commission was sent by the legislature 
all over the country to study public gas plants and electric-light plants, they 
took the attorney of the gas and electric light companies along, and in one 
instance, at least, it was shown that the gas attorney wrote the report, and of 
conrse the report did not say anything very favorable to public ownership. The 
superintendents of two or three places wrote letters objecting and saying they 
had been totally misrepresented; and the superintendent of the gasworks in 
Richmond wrote that the report contained positive lying and totally misrepre¬ 
sented the facts. 

Governor Pingree said, after his experience as mayor of Detroit, that the street 
railways owned the council body and soul. They would pay $3,000 for a member 
and even tried to buy the mayor himself, offered him $75,000 to sign a bill, and 
another time the monopolies offered him a trip around the world if he would do 
something they wanted him to. In city after city and State after State we have 
the testimony that these great monopolies are exerting their influence to control 
the government. 

In all these ways therefore the private monopolies involve the exercise of sov¬ 
ereign power, and in some cases even ultra sovereign power, and such power 
ought not to be intrusted to private hands. Only the people have a right to own 
the great monopolies, for only the people have a right to sovereign power. 


JUSTICE, GOOD GOVERNMENT, AN1) OBEDIENCE TO LAW. 

Public ownership tends to justice by eliminating personal discrimination in 
rates, by making fairer rates to develop the country in every way, and by treat¬ 
ing the employees in a more just and humane manner as a rule. The tendency 
is to increase wages and shorten hours. The aim and purpose is more likely to be 
in the direction of justice than where personal interests dominate the policy of 
the system. , , ,, 

As to good government: In the first place, so far as the pressure upon legisla¬ 
tive government is concerned, the removal of the great private monopolies would 
clearly abolish one of the principal causes of our present difficulties with legisla¬ 
tive bodies; hut when we come to the administrative side of the government we 
are met by the difficulty of an increase of patronage, which undoubtedly is a 
very great and serious danger, and which makes me feel that we are not yet 
ready for public ownership of railroads in this country, because that difficulty 
could only-be overcome, I believe, through a state of public sentiment so earnest 
and so intelligent as to secure a complete enforcement of thorough civil-service 
rules. 

This difficulty has been overcome in the republic of New Zealand, and to a 
targe extent it has been overcome in the republics of Australia with the_ railroad, 
telegraph, and telephone systems. There is still some difficulty with it in Aus¬ 
tralia, and there is still necessity in New Zealand for careful watch, althongh 
they have very thorough civil-service rules, and they are well lived up to. 

In Germany there has not been nearly so much trouble on this account, because 
they adopted a thorough civil-service system at the time they put the railroads 
into public bands, and the power of the Government has been such that the 
system has been excellently carried out. 




• r. pabsojwj—poutioai phases or public ownership. ici 

In the English telegraph and post and other public services we have perhaps 
the very best example, or one or the best, of the thorough enforcement of good 
civil-service regulations, so that a change of party in Great Britain involves no 
change except that of forty-odd heads of departments who control the political 
policy of the Government, and there is no change of employees or subordinate 
officials whatever. 

We have in this country in the post-office some civil-service rules in force to a 
certain very limited, and, I think, seriously defective, extent; and I am sorry to 
say there is a tendency jnst now toward retrogression. Nevertheless, it is simply 
a difficulty in the administration, which a thorough organization can overcome 
as has been proved by experience in other lands. 

England is quite as democratic, on the whole, as America, in spite of the fig¬ 
urehead of the Crown. New Zealand is certainly fully as democratic ns America, 
and they have solved this problem. We ought to be able to solve it also, and I 
think we cat solve it at any time the people are aroused sufficiently to demand it. 

Moreover, the transfer of great interests to public ownership in a community 
of reasonable civic interest and enlightenment creates one of the strongest influ¬ 
ences tending to secure thorough civil-service regulations, because it makes the 
necessity and importance of such regulations so much greater that, if the people 
have any intelligence and civic patriotism at all, they will require honest and 
careful administration, and the wider and more important the public business is 
the more likely a really intelligent people is to demand good civil service. 

It is a question of the degree of civilization of the people. If they are in the 
state of civilization that New York City is at the present time, largo monopolies 
in the hands of the public are not proper, for the city has not yet blown itself 
capable of rising to the occasion. I hope and believe they will in the near future. 

In England—take Glasgow and Birmingham—the increase of public ownership 
of great monopolies proved to be one of the most powerful forces moving toward 
the political purification of those cities, because the people were in a condition 
where the vast increase of interests awakened their civic patriotism to new effort. 
They said, “ Look here, the business in the hands of public servants is getting so 
tremendously important it will not do to let this thing be run by a ring. We 
must see that it is run honestly and fairly, and we must rouse ourselves and go to 
the polls and vote for honest men." And they have done it, and it has purified 
those governments. The mayor of Birmingham some years ago wrote an article 
in one of our leading reviews in which he attributed a large part of the political 
development and purification of Birmingham to the increase of public ownership 
in that city. 

PUBLIC OWNERSHIP OK THE GOVERNMENT ESSENTIAL To REAL PUBLIC OWNER¬ 
SHIP OK OTHER PUBLIC UTILITIES. 

Q. (By Mr. A. L. Harris. ) Should public ownership of public utilities become 
universal and controlled by the civil service, as you have just described, would 
not that build up an office class that would cause a great deal of unrest?—A. May 
I say just a word more about this other matter, and then deal with that. I want 
to add on the patronage point that, while we are considering this subject of the 
political aspects of public ownership, it seems to me very essential to note the 
. difference between public ownership and Government ownership. The two are 
not the same, are not identical. For example, Russia has Government ownership 
of railroads, but she has no real public ownership, although the railroads are 
largely administered in the public interest. She has no real public ownership, 
because the people or the public does not own the Government. If the Govern¬ 
ment is a private monopoly. everything in the hands of tho Government is a private 
monopoly. Philadelphia, they sometimes say, used to have public ownership and 
operation of the gas works, but from my studies of Philadelphia I do not think 
there was really public ownership of gas works there in any true sense, because 
the people did not own the councils; private monopolies owned the councils and 
not the people, as shown by the fact that councils refused to submit the question 
of leasing the works to a referendum. Mass meetings were held, and there were 
tremendous protests through the press. I think every paper in the city appealed 
to councils to submit the lease to the people to see whether they would vote for it 
or not, and the councils would not even do that. They would not allow the lease 
to go to the people on referendum. 

Now, in the light of this distinction between public ownership and Government 
ownership, the argument I have been making about public ownership—while it 
applies in a certain degree to Government ownership, in proportion as Government 
ownership is real public ownership and not private—does not apply to the system 
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of Government ownership where the Government itself is really a private i monopoly 
in riie hands of a political ring or maohine, so that the first and absolutely essen¬ 
tial point to keep in view in considering public ownership is. that the people must 
have public ownership of the Government, must own their councils and their 
legislatures, before they can hope to make a success of the public ownership of 
industrial monopolies. The Government itself is a monopoly and a public utility, 
and the doctrine of the public ownership of monopolies and public ownership of 
public utilities includes as its most important element the public ownership of the 
Government. Now, complete public ownership of the Government involves civil- 
service reform, and I think it involves also a system of direct nominations and 
direct legislation, so that the people can at all times control their representatives 
and their administrative officers; so that if they do what the people do not want, 
the people can call them down (just as we can stop our agent or architect if he 
attempts to act in our business in a way we do not approve), or if the representa¬ 
tives refuse to do what the people desire, the people can instruct or compel them 
to do as they wish, or enact the popular will into law at the polls in spite of coun¬ 
cils and legislatures. That is a fundamental element in the philosophy of public 
ownership, the key to the whole situation. 

AN OFFICE CLASS. 

Now, your question was in regard to the building np of a great office class.. I 
think that is a serious difficulty. At the same time, if this matter I have just 
been speaking of is duly regarded, there is nothing alarming about an office class. 
Those public servants under a fair system of civil service would lie as free as the 
present servants of the great monopolists, and I think freer. They could vote ub 
they chose. In fact, take the carriers in the post-office now. They do not vote 
all one way by any means. They are Democrats, Republicans, and Populists, 
Prohibitionists, Social Democrats, Union party men, and nonpartisans, and they 
are not discharged because of their political affiliations. Public employees are 
freer now as a rulo than the employees of private corporations; and when the 
people really become aroused to the need for good civil service, public employees 
will be perfectly free to vote as they please. Ho long as they do their work well 
they will be sure of their places no matter what their politics may be, which is 
more than can be said of the employees of our private monopolies. New Zealand 
iB our best example, perhaps. The’English telegraph is very good; but the New 
Zealand railwavs and telegraphs and telephones treat their employees in such a 
way that they feel—the universal testimony is that they fuel absolutely free, not. 
merely to vote as they please, but to criticise tlieir own Government. Every 
railway officer and employee lias a vote in electing the appeal board or arbitra¬ 
tion court that settles all questions between employees and the Government. It 
is a bit of real industrial democracy. Any employee who is discharged can appeal 
to the judicial tribunal to decide’ upon the justness of the dismissal, or if he is 
degraded, or his wages are changed, or if he is not treated rightly in any way, he 
can appeal to the board to determine the justice of the case. It is a court in full 
power, and the employees have far more liberty, both industrial! y and politically, 
than they have under our system of private monopoly. There is little or no tend¬ 
ency, so far as I am able to ascertain, either in the English telegraph or in the 
German publio Bystems to exert even the slightest control over the politics or, 
religion of employees. In New Zealand there is absolutely none. 

Q. (By Mr. Litohman.) Do you take into consideration ill that analysis the 
contrast'between the conditions in a new country like New Zealand and the con¬ 
ditions in our own country?—A. Yes; I admit that it would be more difficult in 
this country to organize and carry on a thoroughly good system, both because of 
its size and because it has got to running in ruts that are not in the right direc¬ 
tion. But the problem can he solved on the same lines here as elsewhere. 
America is used to larger affairs than other countries, and her strength is greater 
than theirs,"as well as her difficulties. Moreover, the size of our railway systems 
multiplies and intensifies the evils of private monopoly in transportation, magni¬ 
fying the need of public ownership in even greater proportion than the difficulty 
of it. Everything is on a large scale—system, strength, need, difficulty. 

Q. Now, doesn’t that reach the point where you can consider the question 
which I asked this morning, that perhaps the greater extent of mileage and conse¬ 
quently vaster extent of the problem itself in America-.—A. (Interrupting). 

Would make it more difficult? 

Q, Would tend to approach a question of impossibility?—A. No, I think not. 
The difficulties resulting from size do not really affect the question of public 
ownership as compared with private ownership in the same country, for those 
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difficulties awl; to private roads as well as publio. In any riven country, what¬ 
ever its size, ft part of the people can own and operate a railway system, surely 
the whole people should be able to accomplish as much as a part of the people 
can. It would be a colossal undertaking, if we contemplated the taking of the 
railroad system, telegraph and telephone, etc., all at one gulp; it would be almost 
like a man trying to eat a dinner at one mouthful, but under any fairly arranged 
system of transfer, such as that organized in Prussia, for example, we would take 
one great line at a time, and organize that thoroughly on the basis of the present 
employees and officers, superintendents, managers, etc., as agents, to operate for 
a big body of stockholders, the whole people, instead of operating as at present 
for a small body of stockholders. That is the only difference so far as the opera¬ 
tion is concerned. Now, then, if the big body of stockholders, the people, get 
sense enough—it is only a question of intelligence—get sense enough to make 
proper by-laws and regulations so that these agents will run the tiling nndor 
reasonable conditions, I think they can run the system for the big body of stock¬ 
holders just as intelligently and just as honestly as for a little body of stock¬ 
holders—more honestly probable, for they would not ho under the same tempta¬ 
tion to make private concessions, rebates, etc., as they are now. Then, of course, 
there must ho good civil service rules to prevent dismissals without cause; you 
would have to have that at the start. Then, after some experience with the one 
system, we can do as Prussia did, take others gradually, and we can give fair 
prices for the roads, I think, in the same way that Prussia did. Wo can say to 
the railroads, “estimate what, you ought to have for your road, and if it is fair we 
will pay it, but we warn you to he fair, otherwise we will apply to you the prin¬ 
ciple of competition, which yon admire so much, until you are ready to do what 
is fair." In that way Prussia bought her railroads for very reasonable value, 
fair to the owners and fair to the people. We could do something like that, 
although perhaps we could not get entirely satisfactory terms without a pre¬ 
liminary process of legislation to squeeze out some of the water in our railroad 
capital. 

Q. How many railroad hands are there estimated to he in the United States?— 
A. Oh, I think something like 800,000 or over. 

Q. Suppose that 800,000 people were under one party’s control or management, 
which would naturally he the ease with the appointments under whatever party 
was in power, how would you eliminate the sectional question which Mr. Kennedy 
asked you about this morning—preferences of section rates, or whatever may he 
given one section of the country against another?—A. I would deal with it in the 
same way that Germany has dealt with it—advisory councils and a national coun¬ 
cil representing and equalizing the pressure of interests from all sections. You 
can’t get rid of the sectional question entirely, 1 mt you can go a long ways toward 
it by Inch a system. In the first place, I do not admit that the 800,000 employees 
would lie under the political control of the party in power. I have clearly stated 
that civil-service rules controlling appointments, promotions, etc., on the merit 
system must he a part of any true system of public railways. Every appointment 
must be by merit or competitive test, anu overy employ; e dischaiged mns f have 
an appeal to an impartial tribunal to try his case. No appointments except for 
merit, and no discharges except for cause, and a public sentiment back of the law 
that will see it enforced. That is why I emphasize tho necessity of strong public 
sentimout. Coming back to the sectional question, local directories and local 
advisory hoards, representing the various interests of the locality, and sending 
their representatives to the national council would balance and harmonize sec¬ 
tional interests far better and deal with them far more justly in every way than 
they are dealt with by private railways. In that way, ill Germany, through the 
discussions of these representative bodies, the counterbalancing influences of these 
representatives from different parts of the country, the railroad system is kept 
practically just and reasonable. 

Q. Do you think that system of advisory boards would apply to a road 8,000 
miles long?—A. Yes; or a hundred thousand. 

Q. With the diversity of interests in different places?—A. No trouble about 
that; the local representative board expresses what its local interests require, and 
then it sends its representative to the national council, where State and sectional 
interests would reach a reasonable adjustment, as they do in Congress now, an 
adjustment in the light of publicity and aftor full discussion and investigation, 
instead of adjustment by the arbitrary will of a few railroad men, who decide in 
reference to their own private profit and not according to the interests of the sec¬ 
tion involved or of the countnr as a whole. 

Q. Would not this system of civil service, as outlined by you, necessarily involve 
a system of pensioning?—A. Of old age pensioning? 
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Q. Yes.—A. Yes. I thoroughly believe in that. Old age insurance is a better 
name for it. 

Q. Are you not doing exactly what Governor Harris asked about—establishing 
an aristocracy of officeholders?—A. I believe in pensioning or insuring all employees 
in the country, not only on railroads. A man who has worked honestly and indus¬ 
triously during his years of health and power is entitled to a reasonable sustenance 
in his old age. I see no aristocracy about giving old people the means of com¬ 
fortable existence any more than it is creating an aristocracy to give little babies 
a comfortable subsistence. 

Q. Is not this whole question of yours a direct creation of a special class of 
specially favored employees?—A. No, I think not, unless just treatment can be 
called favor. Public employees are more justly treated as a rule than the 
employees of private corporations, but they get no more than is fairly due to 
labor. Rut even if wo wai ve the objection to the misleading element in the phrase 
and call them a “favored class,” the difference is only temporary. They have 
come up nearer to the level on which all employees belong, and the rest will follow. 
Railroad employees will not be any more favored than other employees, provided 
the progress in other branches of industry keeps pace with the progress in the 
railroad system. We ought to have public ownership of other monopolies, and 
cooperative industry in other businesses that are not monopolistic, and if the 
progress in these other branches keeps pace as it ought to with the development 
of tho railroad system, there would be no privileged class at all. At present I 
suppose the carriers, the, regular employees of the post-office, arc in one sense 
privileged, but that is inseparable from the fact that our civilization does not 
develop all at onco all along the line, and I did not suppose it was an objection to 
the public post that it treated its employees better than street railway employees 
are treated, or the workers in our coal mines, or telegraph offices, or sweat 
shops. I supposed it was one of the strongest arguments in favor of public own¬ 
ership, that it tends to the elevation of labor, better wages, shorter hours, sick 
relief, old age pensions, etc. If the creation ol' this sort of favor is a valid objection 
to public ownership, the objection applies to the post-office, fire service, police 
departments of our cities, and State and municipal employment in general. 

Q. (By Mr. A. L. Harris.) Would there not be danger of this large army of 
officials handing together and demanding of legislators legislation especially in 
their favor?—A. Suppose we take 800,000 people. There are over 18,000,000 voters 
in tho country, 1(1,000,000 or 17,000,000 that exercise their right. Now, can 800,000 
people have their way against the majority of the people?—If that 800,000 peo¬ 
ple wishod to accomplish anything that the rest of the people did not want them 
to accomplish they could not do it. The 800,000 railroad employees, even if a 
solid unit, could not win against a majority of the people—8,000,000 or 10,000,000 
of voters. If they did win, it would be because they had a majority, and if they 
had a majority with them they ought to win. 

Q. (By Mr. Litchman.) Could they not accomplish it if the people were not 
willing but they were not so well organized?—A. That is simply a question of 
intelligence. It is not likely tho railroad employees would have all the brains. 
Until the people are intelligent onough to unite to carry out their purposes we 
do not want- 

Q. (Interrupting.) Do we not reach that result in the very examples you have 
given, where they do not have 800,000 people, yet they do manage?—A. They do 
it through the immense control of vast property and wealth. They have enor¬ 
mous private profits of their own to spend. How could that be applied to public 
ownership? You have no such power as that, and under civil-service rules there 
would be no offices to give. The English telegraph does not enable any officers 
or band of officers to control anything to speak of. 

CJ. It Beems to me that you do not make clear the application of the theory 
which you recently had apparently clear as applied to a small undeveloped country, 
or to a highly developed country that is also small—you do not make that theory 
clear when applied to a vast extent of territory like our own, with its great diver¬ 
sity of industries and great diversity of thought and application.—A. Yes; but if 
it is a fact that the public system is a thorough success in New Zealand, under 
democratic organization, that the people are intelligent and wide-awake enough 
to look out for it there, then it is simply a question of solving the same sort of a 
problem under slightly more difficult circumstances on the same priciples, on the 
same lines exactly—a little bigger problem. The same elements, the same 
principles, publicity, watchfulness, balancing of interests—if the people of each 
State watch the railroads as New Zealand does, then the business in tnat locality 
will go all right, and the representatives of the local organizations will adjust the 
interstate interests in the National Council. 
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Q. (By Mr. Tompkins.) Did yon ever consider the proposition of having the 
public own the roadbeds and the corporations or individuals do the transporta¬ 
tion business in competition, the same as is done by boats on rivers? It is the 
roadbed that is the monopoly.—A. Yes, I have considered that a little; but it does 
not appeal to me because it does not eliminate the elemient of antagonism of interest 
which I think lies at the bottom of the whole thing, and I do not believe either in 
the possibility of running the railroads on the principle of competition with good 
results. Competition means the building up of great cities, and of private individ¬ 
uals, and the system ot discrimination would bo kept up if private parties owned 
the business, no matter who owned the roadbed; and 1 do not believe we could 
solve the problem in that way in its most vital elements. Moreover, the practical 
difficulties of the sort of competition you speak of have been found to be insuper¬ 
able. That was the theory of railway service in the early days, but it was found to 
be impracticable. Two lines ot boats can pass each other oil the river, but two 
companies can not operate trains on tins same tracks; so that if two companies are 
to operate between New York and Washington, each company must have its 
tracks, and that causes a wasteful duplication, breaks up the business, weakens 
each company, and neither service is as good as it ought to he, and finally the two 
companies get tired of fighting and combine, and you lose even competitive rates 
and have to pay dividends on a double capitalization. 

MEANING OP MONOPOLY. 

Q. (By Mr. Farquhak.) You have used very frequently tile word “monopoly," 
and I think it would be fair to this commission and to your whole address to have 
an exact definition?—A. I defined it exactly this morning. 

Q. Let us have it again.—A. I define monopoly as any advantage which tends 
to shut out competition, whether it lie a franchise, railroad rebate, or other privi¬ 
lege—a vast combination of wealth, the ownership of land, mines, or whatever it 
may be—any advantage that tends to shut out competition. 

Q. Then all your plea is for public ownership of monopoly. Or, otherwise, 
it is socialized public service,—A. I should not confine my plea for public owner¬ 
ship to monopoly. I think there are cases like public schools anil libraries, and fire 
departments, and so on. where there is no monopoly necessarily, where still the 
advantages of simplification, and the depth of public interest in the service, and 
the importance of entire diffusion, bringing tlie service within reach of the poor 
as well as the rich, and other considerations are so vital that public ownership is 
a necessity, without regard to the element of monopoly. 

Q. Can you name a railroad in this country that is a monopoly?—A. Yes; every 
railroad is a monopoly. Every railroad lias advantages in regard to its local 
traffic which tends to shut out competition in regard to that traffic. 

Q. How is it with other industries—the carpet'trade, the cotton trade, the iron 
trade? Where is yoni line of distinction on monopoly coming in there?—A. The 
same as before. If a concern has a grip on the market that tends to shut out 
competition, it is to that extent a monopoly. 

Q. But you said, competition being eliminated it became a monopoly.—A. No; 

I said this: any advantage which tend* to shut out competition, if it only shuts 
out a little competition, if it shuts it out partly. There is some competition in 
every monopoly. A gas plant has to compete with the electric-light plant, or with 
petroleum. Monopolies, as we ordinarily use the word, are businesses which have 
great advantages which tend to shut out competition; whereas a man who is 
manufacturing shoes, for example, in the ordinary way, lias no monopoly—any¬ 
body with a little capital can go into shoe manufacturing and manufacture on 
equal terms with such a concern. 

Q. Bnt your own advocacy here of municipal ownership, State ownership, 
national ownership, governmental ownership, creates the greatest monopolies in 
the country, standing by your own definition.—A. Exactly; bnt I have no fault 
to find -with public monopoly; the evil lies, not in public monopoly, but in private 
monopoly, that monopoly which is used - for private interest instead of public 
interest. 

Q. (By Mr. Litchman. ) The fault is not with monopoly, but private owner¬ 
ship of monopoly?—A. Exactly. 

SCOPE OP PUBLIC OWNERSHIP. 

Q. Will you suggest what lines of industry you would monopolize under public 
control, or control in the public interest?—A. I think that is to be decided step 
by step, going as fast as experience and the sentiment of the people and the evils 
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of great monopolise justify. Take first those monopolies which the people see 
ought to be taken, and make experiments step by step. 

Q, Have you not in some measure thought that out far enough to give an 
expression?—A. I believe in the public ownership of the great monopolies, fran¬ 
chises, public utilities, natural monopolies, monopolies of essential services. 

Q. Transportation and transmission of intelligence; you include those?—A. 
Yes; and gas and electric-light works. 

Q. How about, for instance, fuel?—A. Well, as far as the commerce in fuel is 
concerned, I think that the principle of forcing organization of capital into the 
channels of voluntary cooperation will work, and I am in favor of trying to get 
capital and labor to organize in voluntary forms of cooperation. I think they 
have all got to come to cooperation, but I am in favor of trying to get it so far as 
possible through the channel of federation of voluntary cooperative groups. 

Q. How would you apply that in a case like anthracite coal, for instance, where 
the entire body of coal is already in the control and ownership of capital?—A. The 
coal industry at its source in the mines is a natural monopoly of the first impor¬ 
tance, and I say public ownership of coal mines. 

Q. (By Mr. Farquhar.) Suppose that yon take over the street railroad plants 
ana bring them into municipal ownership, say, costing 3,iX)0,000, how are you 
going to provide for that amount of money being taken off the tax list?—A. Pro¬ 
vide for taxes out of the earnings of the road. I would not take the roads off the 
tax lists. 

Q. Going to make the road earn taxes?—A. Just as it does now. I should not 
make any change in regard to that. 

Q. How will you manage in the case of telephones, where you have probably 
5.000 people using telephones in a city where there are 300,000 people, and families 
and hundreds of people who never use it at all shall have to pay for it under the 
municipal system?—A. I should not advocate their paying for it any more than 
they are paying for it now. 

Q. Individuals pay for it now?—A. Exactly, and let the individuals pay for it 
then. 

Q. Yon mean then the city should go into the telephone business?—A. Cer¬ 
tainly, but the ones who use the telephone would pay for it, though it would not 
cost them as much as they pay now. 

Q. So then make the political organization the owner of it, and charge rates 
accordingly; instead of individual or corporation ownership, you want the city 
to be a corporation?—A. In thecaseof the telephone I believe that either coopera¬ 
tive ownership or public ownership is perfectly practical, and if the city or town 
will organize an exchange it can be managed in the same way that public 
exchanges are managed in many European cities. The city or town may charge 
an entrance fee to help cover the first cost, and then a reasonable rent per year, 
which runs from a half to a third of what private companies charge in very 
many instances, and the system will still pay taxes on its own cost and interest. 
They can do it without charging any entrance fee. if they want to, by raising the 
construction money on bonds and paying off the bonds out of earnings. No 
damage will be done to anyone who does not want telephone service, hut experi¬ 
ence shows that when the rates are reduced, as they can lie under public operation 
and ownership, to a reasonable figure, that a very great proportion of the people 
use the telephone, a far greater proportion than under the private system where 
rates are high. That is one of the greatest advantages of the public system. 

Q. Practically, do you think your theories would work well, except with a thing 
of universal use in a community, like water?—A. Well, yes. There are two 
replies I should like to make to that. One is that the service, which does not seem 
universal now, often has that appearance, because it is under private ownership, 
and the rates are so high that the common people can not afford it. That is the 
case with the telephone service. The telephone service in European towns and 
m some of our own, where cooperative systems are operated, is practically a uni¬ 
versal service—that is, it is used so largely by the people that it becomes a real 
public utility. The reason that the telephone is not a public utility in many of 
our towns is that the rates of the private companies are so high that they are 
practically prohibited to the masses of the people. 

Q. (By Mr. Litchman.) The theory is that there are a great many more letters 
sent at Si-cent postage than when it was at 25 cents?—A. Yes. 

Q. And if there was public ownership in the transmission of intelligence by 
wire as there is now by post the cheaper service would produce larger use of it?— 
A. I think so. I think in its nature the communication of intelligence is a public 
utility, and that it would become practically universal if properly managed. 
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Q. Is not the success of your theory dependent—I would not say exclusively, 
but very largely—upon universal intelligence?—A. Certainly; I would state this: 
I do not believe that democracy in government is practical, except in a high state 
of civilization. I do not believe that democracy in industry is practical until a 
slightly higher civilization is reached; but I believe that that higher degree of 
intelligence has already been reached by our people to a large extent, and that 
they will attain the full intelligence which will make complete democracy in 
industry practical just as surely as the high degree of intelligence has been reached 
which makes political democracypractical. 

EFFECT ON CHARACTER, HARMONY, CIVILIZATION. 

I guess I will merely state these points in outline. I believe that the public 
system favors the development of high character and intelligence among the peo¬ 
ple to a greater extent than the private system, and thereby every step toward 
public ownership through these effects, and by eliminating conflict and mastery 
between man and man, developing sympathy, and giving Tabor fuller opportuni¬ 
ties for education and development, tends to secure the very conditions of a further 
rational and practical advance into the field of public ownership, so the advance 
of public ownership is the cure of the conditions which make public ownership 
difficult. It is its own road builder, step by step. It does not come all at once; 
it is a growth like the life of a youth, each year preparing him for the fuller and 
more arduous life of the years to come. 

Under the public system, therefore, summing up the points I have tried to make, 
civilization, as a whole, appears to me to be favored as to mobility, as to moral 
development, as to political purification, aH to treatment of employees, as to coor¬ 
dination of industry, as to application of the cooperative principle, as to justice 
in the administration ami making of rates, as to aim and the whole tendency of 
the system toward a public instead of a private purpose, every test of civilization 
points to a system of public operation of public utilities as the ideal. 

As a consequence of such a system our science of society will become a unified 
whole instead of a severed system, as it is now. The old political economy is like 
the old astronomy. The old astronomy thought the world was stationary at the 
center of the universe, and looked at the stars and snn as things going round the 
earth; and the old political economy thought that material wealth was the center 
of all things human. The new astronomy knows that the earth is not the center, 
and stands off and looks at the world and gets its true relation to the sun and the 
stars and the moon; and the new economy knows that material wealth is not the 
real center of human life; it stands off and looks at it and gets its true relatione 
to mind, soul, affections, government, ideals, and human development. The 
importance of this is apparent when wo note that, if your government says, 
“ Democracy, power in the people," and your industry says, “ Aristocracy, pluto¬ 
cracy, power in the few;” if your jurisprudence says “ Justice,” and your econ¬ 
omy says, “ Get rich;” if your ethics and your religion say, “ Love. Bervice, devo¬ 
tion,” and your economy says. “ Self-interest, conquest, mastery,” there is civil 
war in your social science; and we can not have a unified, consistent body of 
thought and principles until we get rid of these contradictions, and coordinate 
onr political economy, our government, and our jurisprudence with ethics, and 
make them all one harmonious system under the law of love and service. 

(The commission took a recess till 10,45 a. m., January 5,1001, at which time 
Mr. Parsons continued his testimony, as follows:) 

THE GROWTH OF PUBLIC OWNERSHIP. 

The Witness. The next point in order in my thought is the growth of public 
ownership and the development of sentiment in favor of it. I have already spoken 
to some extent of the development of public ownership of railways and of the 
fact that the two systems were tried in Belgium and Prussia, and Austria- 
Hungary, side by side, with results favorable to the public railways. I did not 
speak of the experience of Australasia. There they started with private systems, 
as they did also in Prussia, and they had the same experience that private systems 
were unsatisfactory, and have changed now in all the colonies of Australia and 
in New Zealand, so that almost the whole system is under public management. 
The South African Republics have State railroads, the Orange Free State taking 
the roads over in 1897. Cape Colony owns 2,000 out of 2,850 miles, and Natal 
owns all. So we find under all sorts of government—monarchical, constitutional, 
republican, or democratic to the last degree, as in New Zealand—this same ten¬ 
dency of the railroad system to be absorbed by the Government. 
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When we come to the telegraph and telephone the same thing is apparent. 
England tried the private telegraph system for over a quarter of a century, and 
after investigating rullv the systems of public telegraph in other countries, decided 
to make her system puolic, and has tried that for 80 years with great success and 
with acknowledged superiority to the funner private plan in the same country. 
With the telephone the French Government tried private concessions first, and find¬ 
ing the private operation unsatisfactory, took the telephones over and made them 
a public institution. England has followed the same path, making the telephone 
pnvate first, and now it has taken over the trunk lines and is proceeding to absorb 
the exchanges. In Australasia—in some of the colonies—the first telephones were 
private, as in Victoria, and again the private system proved unsatisfactory, and 
the government decided to make the service public. Those are just a few illus¬ 
trations from many. 

If we look at waterworks and electric-light plants in our own country we find 
the movement very strong in the direction of public ownership. The number of 
public eiectrie-light plants in the United States has risen from 1 in 1880 to about 
400 now, while public water systems have increased from 1 in 10 in 1800 to 1,090 
in 3.179 in 1890, or from about 6 per cent to about 53 per cent of the total. Of 
the 50 largest cities in the United States, 21 originally built and now own their 
waterworks, 20 have changed from private to public ownership, only 9 being now 
dependent on private companies for their supplies, and several of the 9 are con¬ 
sidering a change to the public system. Fifty years ago the idea of public own¬ 
ership of waterworks was vigorously combated and objections urged very similar 
to those now raised against public ownership of street railways and railroads. 
Blit in Massachusetts now 75 per cent of the waterworks are public; in Illinois, 
78 per cent; Michigan, 81 per cent; Iowa, 82 per cent: Minnesota, 87 per cent; 
Nebraska,88 per cent, etc., and public water supply is quite universally recog¬ 
nized to be the proper thing. Another half century will probably see as great 
a change in sentiment and practice in the field of transportation. 

The street railway movement in Great Britain is one of the most interesting 
examples. In 1882 there was only l municipality—Huddersfield. From 1893 to 
1895 4 municipalities took over street railway systems—tramways, as they call 
them—and from 1896 to 1898 11 municipalities, including Liverpool and l line in 
London, came under public management, and now there are 30 cities in Great 
Britain owning and operating their tramways. The movement is still very strong, 
and as fast as the concessions to private companies expire the municipalities are 
making arrangements to take o\ er the lines, so great has been the success and 
benefit of public ownership, as proved by actual experience where the two sys¬ 
tems have Deen run side by side in the same country. It is because of the supe¬ 
riority of the public system, proved by such experience, that this movement has 
grown with such vigor as I nave mentioned. There appears to he, in fact, an 
irresistible sweep of events toward public ownership of municipal monopolies 
especially. And when we turn to the matter of public sentiment, which l will 
not dwell upon, but simply call brief attention to, the movement of thought is 
even more remarkable than the movement of events, promising for the future a 
continuance in a still more emphatic degree of the change to the public system. 
I have here a circular, which gives a list of members of the National League for 
Promoting the Public Ownership of Monopolies,' and if yon will glance over the 


’The N. P. O. League, on National League for Promoting the Public Ownership of 
Monopolies. 


MEMBERSHIP 


Dr. Edward Everett Hale, Boston. 

Dr. Charles B. Spahr, New York. 

Dr. John Clark Ridpath * 

Senator Marion Butler, Washington. 

Dr. C. F. Taylor, Philadelphia. 

Hon. 8. L. Black, mayor of Columbus, Ohio. 

Dr. W. S. Rainsford, New York. 

Henry D. Lloyd, Chicago. 

William Dean Howells, New York. 

Prof. Frank Parsons, Boston. 

Governor Pingree, Detroit. 

N.O. Nelson. St. Louis. 

Edward Bellamy.o . 

Col. Thomas Wentworth Hlgginson. Cambridge. 
Hon. Henry Truelsen, mayor of Duluth. 

Helen Potter, Boston. 

Ex-Governor Win. Larrabee, Clermont, Iowa, 
Charlotte Perkins Stetson, New York. 


William A. Clark, Boston. 

Rev. Herbert N. Casson. Ruskin, Tenn. 

Prof. Vida Scudder, Wellesley. 

President Eltweed Pomeroy, Newark 
Ex-Governor John P.St Jonn, Olathe, Kans. 
Hon. Lee Meriweather, 8t. Louis. 

Prof. Graham Taylor, The Commons, Chicago. 
Mary A. Livermore, Melrose,Mass. 

Jane Addains, Hull House, Chicago. 

Elizabeth Cady Stanton, New York. 

Dr. E. B. Andrews, Chicago. 

Rev. Washington Gladden,Columbus, Ohio. 
Edwin D. Mead, Boston. 

President George A. Gates, Grinnell. 

B. 0. Flower, Brookline. 

President Thomas E. Will, Manhattan. 

Hon. S. M. Jones, mayor of Toledo. 

Rev.B. Fay Mills, Boston. 


a Deceased since joining the league. 
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names yon will see that many of them carry much weight, such as Dr. Edward 
Everett Hale; Dr. Charles B. Spahr, New York; Col. Thomas Wentworth Higgin- 
son. Cambridge; William Dean Howells, New York; Mary A. Livermore, Mel¬ 
rose, Mass., and so on. Miss Jane Addams has since withdrawn, on account of 
having so much to do that she did not feel able to give attention to the matter. 

Q. (By Mr. Phillips.) What is the address of the league’s headquarters?—A. 
The headquarters is at No. 11 St. James Avenue, Boston; my own address. 

The league was organized a few years ago for the purpose of ascertaining, 
through referendum votes, from time to time, the opinion of leading men on 
various questions that might arise in respect to public ownership, and of publish¬ 
ing the opinions adopted by a referendum vote. This league has adopted, by 
referendum vote, a number of statements on the subject, which have been sent 
out quite widely over the country, and if the commission would like them, 1 can 
leave them. I have here a few samples of the work that the league has done. 1 

Q. Are they on the specific subject of monopoly, or railroads, or telephone, or 
telegraph?—A. Some on railroads, some on monopoly. We have no circulars on 
the telegraph or telephone as yet. 

Q. These are bulletins of your league?—A. Yes, some of the bulletins adopted 
by referendum vote and then issued, and there has been no adverse vote, so far 
as I recollect, on any of these circulars. One slight qualification from Col. Thomas 
Wentworth Higginson on one of the bulletins, which qualification was adopted. 

I would like to emphasize the important fact of the movement of thought and 
events toward public ownership in this way. There was a time, not so very 
remote in history, when the fire service was private. Now it is almost univer¬ 
sally public, or very largely so. There was a time when the school system was 
private. Now it is almost wholly public. There was a time when even the com¬ 
mon roads were private, and further back still there was a time when the admin¬ 
istration of justice and the matter of defense wore private affairs. If a man's 
rights were infringed, he had to look to himself or the voluntary assistance of his 
friends tor redress. Now all these matters have been made subject to public 
ownership and operation. 


Samuel (Jumpers, Washington. 

Rev. W I). I’ Bliss, Los Angeles. 
Hon George Fred Williams,Boston. 
Hon Herbert Welsh, Philadelphia 
I'rof Helen Campbell, I)cn\er 
President Frances E. Willard a 
Diaim Hirsehlor, Philadelphia 
Governor Rogers, Olympia, Wash 
F U. Adams, Chicago. 

Dr Anna Shaw, Philadelphia 
Robert A. Woods, Dos ton 


Prof. J. Allen Smith, Seattle. 

Prof. John R. Commons, Syracuse 
Prof George D. Herron, Grlnnell 
Marion M. Miller, New York. 

Hon. T. S MeMurray, mayor of Denver 
Hon John Dreidenthal, Topeka 
John DeWitt Warner, New York. 

Hon John MaeViear. mayor of Des Moines. 
Dr Geo C. Lorimer, Boston. 

Rev. Russell H.Conwoll, Philadelphia. 

Ro\. Chus. M. Sheldon, Topeka. 


OFKK’KR.S 


President. 

Prof Frank Parsons, Boston 
Vice-presidents 

Dr Edward E\erett Hale, Boston. 

Rev B. Fay Mills, Boston. 

Governor Pingree, Detroit. 

W’llliam Dean Howells, New York 
Senator Marion Butler, Washington 
Hon. Herbert Welsh, Philadelphia 
Prof. John R. Commons, Syracuse 
Dr.W I Raiusford, New York 
Prof. George D. Herron, Grlnnell 
Samuel (Jumpers, Washington. 

Rev. Washington Gladden, < 'olumbus 
Prof.J Allen Smith, Seattle. 

Dr E. B. Andrews, Chicago. 

Rev. Russell II. Conwell, Philadelphia 
Executive council- 

Dr. Charles B. Spahr, New York 


Executive council—Continued. 

Hon George Fred Williams, Boston. 
President Thomas E Will, Manhattan. 
Henry D Llovd, Chicago 
Dr C F. Tavlor, Philadelphia 
B.O. Flower, Boston. 

President George A. Gates, Grinnell. 
Distributing secretaries: 

N 0 Nelson, St. LouIn. 

Hon lolm Dreidenthal.Topeka. 

Prof. Graham Taylor, Chicago. 

Hon S M. Jones, mayor of Toledo. 

Win A Clark, Lincoln House, Boston. 
Marion M Miller,New York. 

Diana Hirsehlor, Philadelphia. 

Prof flelen Campbell, Denver 
Rev. W. D. P. Bliss, Los Angeles. 
Registrar 

Miss Helen Potter, Boston 


1 The subjects and names of writers of the bulletins above submitted are as 
follows; 


Good Government a. Private Franchises; by Hon. John MaeViear, mayor of Des Moines and 
ex-president of the League of American Municipalities. 

The Railroads of Switzerland; by Prof. Frank Parsons. 

Municipal Ownership; by Hon. S. M. Jones, mayor of Toledo. 

Dr. Albert Shaw on the Benefits of Municipal Ownership. 

The Wisdom of Glasgow; by Prof Frank Parsons. 


a Deceased since joining the league. 
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If the principle of public ownership and operation of public utilities is a 
right principle, then it seems to me we should carry it wherever the reasons 
apply—wherever the reasons which have caused the growth of public owner¬ 
ship apply to new fields of enterprise. And vice versa, if the principle is not 
a right one as applied to monopolies and utilities like railroads and telegraphs, 
telephones, street railways, and so on, then consistency would compel us to 
go back to primitive times and give the courts and armies and navies over 
to private syndicates and schools to private combines, and so on. I see no escape 
from tho logic of the past, no escape from the adoption of public ownership in 
other fields which are similar to those already covered by that system and to 
which the same reasons apply, the essentials being the vital interest of the public, 
the importance of diffusion—bringing the service within the reach of all the people, 
the element of monopoly causing great abuses in private hands when linked with 
large power—and the necessity for-simplification, coordination, unity, and broad 
cooperation throughout the industrial activities of society—all this being contin¬ 
ually held subordinate to the fundamental purpose of the development of mind 
and character and social institutions to the highest' forms conceivable, in which 
conflict and antagonism shall be so far as possible eliminated, and harmony and 
mutual service, cooperation for the benefit of all concerned, shall be the dominant 
ideal and the realized fact. 

Before passing to objections, I would like to introduce as part o." my testimony 
an analytic summary of the railroad question. 


SUMMARY. 

Stating briefly the difficulties with private railways already spoken of and some 
others not yet mentioned, and placing in a parallel column the advantages of 
national ownership of railways, we have the following summary: 


Difficulties with private railways. 

1. Wrong aim: Private profit in place 
of the public good, dollars and cents in¬ 
stead of social service, dividends for a 
few instead of benefit, for all, mastery 
and money instead of partnership and 
manhood. 

2. Antagonism of interest between 
the owners and the public. 

3. Lack of due coordination or else a 
consolidation too vast and powerful to 
be safe in private hands; a giant mo¬ 
nopoly overriding and defying the regu¬ 
lative power of government. 

4. An economic waste of hundreds of 
millions a year. 

5. Watered stock and inflated capital, 
about half the capitalization of our rail¬ 
roads being fictitious, according to Poor 
and other high authorities. 

6. Noefforttofree transportation from 
capital charges by the progressive can¬ 
cellation of bonded or other indebted¬ 
ness, but, on the contrary, a progressive 
piling up of capital without even the 
writing off of depreciation. As to the 
stock capital; a private road could not 
be expected to clear that off, since the 
owners can not be expected to give the 
road to the public as a present. 

7. Higher charges than need be; an 
effort to obtain all the traffic will bear. 


8. Fluctuating and chaotic rates fa¬ 
voring speculation, bnt throwing honest 
prevision off its hinges. 


Advantages of public railways. 

1. Tine aim: Service and the public 
interest first; financial gain subordinate 
to justice and social welfare. 


2. Harmony of interest by making the 
owners and the public one and the sarno. 

3. Full coordination with entire safety 
to the public, because the combination 
belongs to the public, and, with a few 
simple safeguards, is easily held to the 
public interest. 

4. An economic saving of hundreds 
of millions a year. 

!). No inflation of capital, but, on the 
contrary, an effoi-t to get rid of the wind 
and water in the capital of purchased 
lines. 

6. The progressive cancellation of the 
whole capital, so that transportation 
may be freed from the burden of inter¬ 
est and dividend charges. 


7. Lower charges than private roads 
can make under the Bame conditions, 
and a definite policy of reducing rates 
as one of the leading objects of the 
administration. 

8. Steady and uniform rates favoring 
honest prevision and cutting the ground 
from under speculation. 
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9. Unjust discrimination between 
persons, places, and industries. Free 
passes, secret rebates, differential pref¬ 
erences, etc. 


10. Excessive reduction of rates at 
competitive points and overcharges on 
local traffic, to the injury of country dis¬ 
tricts and the overrapid growth of the 
cities. 

11. No effort to relieve the pressure 
in the tenement districts of the great 
cities. 

12. Defiance of law when it interferes 
with powerful railroad interests. 

13. Purchase of legislation when prac¬ 
ticable and useful to railroad interests. 

14. Building and sustaining other mo¬ 
nopolies and trusts, by privileges that 
enable them to control the markets. 


15. Creating millionaires and disturb¬ 
ing the fair distribution of wealth. 

18. A cause, at times, of industrial 
disturbance and depression and even 
panic. 

17. Gambling in railway stocks and 
manipulation of their value by seesaw¬ 
ing traffic, withholding dividends, or 
paying unearned profits, etc. 

18. Exorbitant salaries for mana¬ 
gers, with long hours, low wages, black 
listing, and other unfair treatment 
for ordinary employees, and disturbance 
of industry by periodic strikes. 

19. Insufficient regard to safety of 
employees, passengers, and the public. 

20. Imperfect coordination with the 
military department in time of war. 

21. Injury to political honesty and 
good government through railway lob¬ 
bies and the corrupting pressure of 
enormous private interests. 


22. Great opportunity for success by 
fraud and indirection. (Read Wealth 
against the Commonwealth.) 

23. Moral debasement of business 
men and degradation of the ideals of 
youth, through the spectacle of enor¬ 
mous wealth and power secured by rail¬ 
way rebates, manipulations of stock, 
fraudulent issues, and dishonest politi¬ 
cal action under railway pressure. 

34. The payment of public moneys 
and gift of public lands to build rail¬ 
roads to be owned by private corpora¬ 
tions and managed for their profit. The 
land and money, for instance, bestowed 
on the Illinois Central was enough to 
build and equip the whole road and give 
the company a bonus of $2,000,000 
besides. 


9. Fair and impartial treatment of 
individuals; no secret rebates, passes 
only to those who render an equivalent 
in public service; equal rights to places 
ana industries under the broad princi¬ 
ples of the zone tariff or other equitable 
system. 

10. Dueconcessionstothroughtraffic, 
but earnest attention also to tne reduc¬ 
tion of local rates to give the small towns 
and rural districts their fair share of the 
advantages of cheap transportation. 

11. A wise use of the roads to relieve 
the pressure of population and secure a 
healthful distribution of the people. 

12. Conformity to law; the railroads 
and the lawmaking power being in the 
same hands. 

13. No motive or power in public rail¬ 
roads to purchase legislation. 

14. An important means of control¬ 
ling the organization of capital, by refus¬ 
ing transportation to objectionable 
combines, instead of giving them secret 
rebates. 

15. A powerful means of securing a 
better diffusion of wealth. 

16. A means of regulating industry, 
relieving depression, and avoiding 
panic. 

17. Removal of railway-stock gam¬ 
bling and manipulation. 


18. Moderate salaries for managers, 
and altogether better treatment of ordi¬ 
nary employees, higher wages, shorter 
hours, more good homes, better citizen¬ 
ship, morecoutented and efficient labor, 
no strikes. 

19. Better provision for the safety of 
employees, passengers, and the public. 

30. An added source of strength in 
time of war. 

21. Removal of one of the greatest 
sources of political corruption without 
incurring new danger if reasonable pre¬ 
cautions are taken in respect to civil- 
service rules and nonpartisan manage¬ 
ment. 

22. No opportunities for private for¬ 
tune by fraud if a proper system of ac¬ 
counting and auditing is established. 
(Read the History of State Railroads.) 

23. Removal or one prolific and all- 
ervading influence tending to moral 
ebasement and low ideals. 


24, When public money and land is 
devoted to building a public road the 
road belongs to the people who pay for 
it and the profits go into the public 
treasury. 
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35. Public administration of railways 
means the retention of sovereign power 
in the hands of the Government, where 
it belongs; the “public control of public 
highways;” the public performance of a 
‘ ‘public function;' 1 tbe dne enforcement 
of the tariff; the national regulation of 
commerce; an added justice, peace, and 
safety to industry, and an escape from 
one form of taxation without representa¬ 
tion. 


25. Private railways mean sovereign 
power in private hands—not only the 
sovereign power of modifying or nulli¬ 
fying the tariffs on imports, but the 
sovereign power to regulate commerce 
between our cities and States, to deter¬ 
mine the distribution of wealth, the 
success or failure of individuals, the 
growth of cities, the developmentof the 
country, the life or death of industries, 
the power to tax the people without 
representation and for private purposes. 


OBJECTIONS, 

Now for the objections: First, the matter of patronage was spoken of yesterday, 
but there is one point more I would like to make. The transfer of great indus¬ 
tries to public operation does undoubtedly increase the temptations to abuse of 
patronage. At the same time it creates in a still greater degree, I think, a power¬ 
ful force opposed to that abuse. Under the private system the financial interests 
of the wealthy and influential classes are very largely opposed to good govern¬ 
ment. and it is this opposition of the financial interests of the wealthy classes 
(the owners of these monopolies) to honest government that is responsible for 
a large part of the corrupt legislation and bad administration that afflict our 
politics to-day. As Mayor Swift, of Chicago, said in speaking to an audience of 
business men, “ Who is it that is corrupting the council? It is you business men 
It is not the saloons or the slums of the city, the riff-raff or the, hoodlums, it is 
you business men who are responsible tor the corruption of councils.” Now, the 
transfer of the great utilities to public ownership changes the financial interest 
of the wealthy, the great owners of property on this matter, so that it becomes 
their interest in common with the rest of the people that the Government con¬ 
trolling these great industries should be honestly and fairly administered. They 
no longer have a financial interest in the abuse of legislation or the abuse of gov¬ 
ernmental power of any kind. Their interest is strongly opposed to abuse of 
patronage. Their interest is wholly for good administration, for pure govern¬ 
ment in every way, or low' cost and first-class service, and their interest is usually 
the controlling factor in the Government. So that the transfer of the great 
monopolies to public ownership means the transfer of a controlling influence in 
political affairs from the side of dishonest government to the side of honest 
government. 

EFFICIENCY. 

The objection is made that public management is not efficient, and I think the 
objection is made with great force in many cases. At the same time a review of 
public ownership in practice, both in the railroad, telegraph, telephone, street 
railways, etc., in other countries and in the electric-light systems in this country 
and the waterworks, indicates that the question of efficiency is rather a matter 
controlled by individual factors and the condition of society than by the form of 
ownership. Private industries as well as public are less efficient in Germany— 
that is, it takes more labor to yield a given product : a bricklayer lays fewer bricks 
in a day than our bricklayers do, and so the same thing occurs there in private 
industry that occurs in the railroads and the telegraphs where they have to have 
more employees for a given amount of work. 

Again, part of the difference in the product per worker is not really a difference 
in efficiency, but arises from the fact that public systems give their employees 
shorter hours. That is true in the contrast between our railroad system and the 
German. The hours are very much shorter for large classes oi employees in the 
German system than they are here. The same contrast exists between the Eng¬ 
lish telegraph and our telegraph, their hours are very much shorter. 

Then there is another difference. They regard safety as of such high impor¬ 
tance in Germany that they increase the force of employees upon the roads in 
order to secure greater safety. These elements must be taken into account when 
considering the difference in the number of employees, which is greater per ton 
handled over there and per passenger than it is nere. I do not feel able to draw 
any preoise conclusion on the subject, I only iudicate the elements. 
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ECONOMY. 

Now as to economy, which is a very important matter, two points are made. 
First, it is affirmed that rates are lower under private ownership than under 
public, our average freight rate being cited as an example; and secondly, it is said 
that absolute economy, absolute cost, is lower under private ownership. 

I have already covered these points with sufficient fullness, perhaps, butl would 
like to emphasize a few illustrations of the principles that I dealt with yesterday. 
Take for example the Austria-Hungarian system of railways. The Government 
there introduced a tariff at one stroke that on long distances was 80 per cent below 
the former rates and on median distances about 40 per cent below—a reduction that 
astonished the railroad men of the world—and yet it has been a very great success 
and lias justified itself not only in its social results, vast increase of traffic, and 
all civilizing influences, but it has also justified itself financially, the expenses 
not increasing materially—nothing like in proportion to the increase in business— 
and the net earnings being larger than they were under the high rates. 

The English telegraph reduced rates at once one-third to one-half on taking over 
the lines, and subsequently made a further reduction amounting to one-half, down 
to tile present time. So that about four times as much telegraph service can be 
bought for a dollar as could be bought when the lines were taken over, while in 
this country not over twice as much. There is a conflict in the reports of the 
Western Union Company. In their earlier reports they stated the average cost 
and average receipts for the earlier years lower than the more recent reports state 
the cost and receipts for the same years, so it is a little difficult to tell which 
acciunit is right. But taking their highest figures, there is no such reduction here 
as there has been in Great Britain. 

THE TELEPHONE. 

I have already stated the facts regarding the reduction of telephone rates in 
France when the Government took the lines. 

I took pains last night to get a few facts in regard to the Washington telephone 
system. 1 called up “Central” and got the exchange rates here and the rates for 
long-distance work; and the rates here in Washington, they say. are $98 for resi¬ 
dence. unlimited service, $48 for four party, unlimited, and $86 for four party, 
measured. For a business 'phone, $1211, recently reduced from $185. They declare 
that they would lose money on a residence rate of $36. The fact is, however, that 
the cost of operating a telephone in this country is not very lunch greater than it 
is in foreign countries, because, while wages in general are higher here, telephone 
wages are very little, if any, higher. Telephone girls receive abominably low 
wages, and the contrast is very slight there, while materials cost more in Europe 
than here, good Swedish telephones costing $14 to $16, while the best American 
instruments can be bought for $8 or $9. 

Now, here is Stockholm, with a population of 290,000 (about the same size as 
Washington), which has metallic circuit, underground wires, unlimited service, 
$16 for residence and $22 for business, interurban communication free within a 
radius of 43 miles, telephoning telegrams and telephoning messages to be written 
down and delivered by messenger at low cost. The Bell Company, bought out 
by the Government, was charging $44 for far inferior service, without metallic, 
circuit or underground wires. 

A United States Government department here in Washington—the Department 
of the Interior—a few years ago (1894) were paying a total of $75 per phone. 
They paid the Bell Company $60 to $125 per ’phone and employed a lady at $600 a 
year to operate the main exchange, making a total cost of $75 per year for each 
of the 65 ’phones. The Department asked the Bell to reduce rates and the Bell 
refused. They then put in their own ’phones, and they gave me the figures from 
the books of the Department, showing that the cost per year was $6.48 operating 
cost and $10.25 total cost, including interest, depreciation, and repairs—about $10 
for what used to cost $75 under the Bell regime—the cost under private ownership 
being sevenfold more than under public ownership. 

Q. (By Mr. Phillips.) That is here in this city?—A. Yes; that is right here. 
Among the most interesting facts that I have on the telephone are those relating 
to Trondhjem,a city of 30,000 inhabitants in Norway. There they have a munic¬ 
ipal telephone system which gives rates of $16 for business and $8 for residence, 
in round numbers, and they make a profit, a fair profit, upon the capital invested. 
The wageB, however, are slightly lower than they are in this country, but not very 
much. In Grand Rapids, Wis., there is a cooperative telephone— 
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Q. (By Mr. Clakxe, interrupting.) You mean Wisconsin or Michigan?—A. 
Wisconsin. There is a cooperative telephone there which operates on the same 
principles as the public system, namely, for the benefit of all who are concerned 
in the service—and wherever the voluntary cooperative plan is possible, I believe 
it is preferable even to the public system in the present state of our civilization, 
so that I regard this example as one of the finest that we have. I have kept track 
of the enterprise for several years. Here is a letter just received a week or so 
ago. The present condition of things, in brief, is this: They have about 800 lines; 
the average cost is $42 construction; the cost of maintenance and operation is 
about 75 cents a month for each line. The prima facie charges are $1 a month for 
a residence and $2.25 for a business telephone per month. Each subscriber has 
a right to take 1 share of stock and is urged to do so. $50 per share, and nearly 
all, over four-fifths, do take one share each. One and one-half per cent dividends 
per month are paid back upon these shares, amounting to 75 cents for each share¬ 
holder. So that the ocfnal charge for a residence 'phone is 25 cents a month and 
the actual charge for a business 'phone is $1.50 a month. The actual cost to the 
subscriber is $3 a year for a residence 'phone and $18 a year for a business 'phone. 
They are continually reducing their rates, and even after paying these dividends 
they have a surplus fund for improvements. The former Bell Company was 
charging $86 a year for a residence ’phone and $48 for a business ’phone, and 
refused to reduce 'their rates. They said, just as they say now in Washington, 
that they could not afford to reduce rates. Yet the people of Grand Eapids are 
now receiving telephone service at one-third to one-twelfth of the former monopoly 
rates. 

Now, as to distance charges. Philadelphia is 137 miles from Washington. The 
charge, the day chargo, is $1.25—and I would say that in this country and also in 
France and several of the other European countries they have half rates at 
night; I will simply compare the day rates. To Philadelphia, 137 miles, day rate 
$1.35, 5 minutes. In England the rate would be 48 cents, in France 30 cents, 
according to their published tariffs. They have a distance rate in France ot 10 
cents for 62 miles and in England 6 cents (8 pence) for the first 20 milos—any 
town within 20 miles—and 12 cents (or 6 pence) for towns within 40 miles, and 
12 cents for each 40 miles afterwards. New York is 228 miles from here, and the 
charge is $2. In England it would be 72 cents and in France 40. Boston is 417 
miles away, so the railroad folks say—1 have taken the miles from the railroads 
and the prices from the telephone—the telephone rate is $4. In England it would 
bo $1.30 and in France 70 cents. Chicago. 716. miles; the rate is $4.25, England 
$2.16, France $1.20. Richmond is 116 miles away; our rate is 75 cents, England 
36 cents, France 20 cents. New Orleans is 1,116 miles; our rate is $6.35, England 
$3.16, France $1.90. We have here three tariffs, all made on the distauce plan, 
the American being a private system and the English and French public sys¬ 
tems, The English distance tariff is from one-half to one-third of ours and the 
French from one-third to one-sixth of ours. I have tested that with many more 
data than these. I simply give these as illustrations that are applicable right 
here in Washington. In Boston you must pay 10 cents to send your breath a few 
blocks over a telephone wire, while the street railway will carry your whole 
body all over the city for a nickel, and even that, is known to be nearly double 
the reasonable fare. In the State systems of Europe the charge for a local tele¬ 
phone conversation to a nonsubscrioer is from 2 to 5 cents, as against a charge 
of 10 to 15 cents in many of our cities. 

The service of the telephone in other countries where the system is public is 
far superior in its coordination with the post-office and telegraph. You can tele¬ 
phone letters; you can telephone messages to be written down and sent by mes¬ 
senger just as telegraph messages would be; you can telephone telegrams with¬ 
out going out of your house. To a very slight extent, I found in Philadelphia 
and other cities, you can get service for telephoning telegrams, hut it is only by 
special arrangement, the ordinary telegraph rules in our cities being against the 
receipt Or telegrams by telephone. The telegraph company does not want to 
make telephoning too interesting, and they prefer to have the message in the 
sender's writing, so they refrain from making such agreements very accessible. 
No such coordination of services can be expected between two private corpora¬ 
tions like our telegraph and telephone companies, as occurs where both services 
are public property under a single management. 

Q. (By Mr. Fabqchar.) Can you give a comparison of what the Washington 
companies here could afford to furnish this telephone service at?—A. The matter 
has been quite carefully investigated by expert engineers in New York, Chicago, 
and Boston. X am personally acquainted with one of the men, who is president 



176 


F. PAB80B8:—THE TIXSPHONE SYSTEM. 

of a company that to pnttlnga largo amount of capital into a telephone conoem 
in and around Boston—Mr. Holbrook, of the Bibliotheca Sacra, a very fine man 
and thoroughly acquainted with all the details of this work. They find they can 
construct the lines for $40 or $50 in small places and $100 to $150 in large cities, 
with underground work—an average cost of about $60 to $80, or- 

6. (By Mr. Phillips, interrupting.) Eighty dollars per mile?—A. No; for the 
average cost of line to each subscriber; some will be long and some short. You 
see that is a little higher than the Grand Rapids; their cost was $43. They can 
operate the telephone so as to be able to furnish service even in a large city at 
about $30 a year. Offers have been made in Chicago, if they could get a fran-* 
chise to supply telephone service for $30. A similar offer has been made in New 
York. And in and around Boston Mr. Holbrook’s Massachusetts Telephone Com¬ 
pany is putting in 'phones and operating them on the basis of $3 a hundred calls 
or $12 to $36 for an ordinary residence subscriber, up to $73 for unlimited busi¬ 
ness service, with underground wires in the heart of a giant city—rates that will 
work out an average considerably below $50, since the New England Bell rates, 
which are about double the Holbrook rates, work out to an average of $58 per 
’phone. Mr. Holbrook's data indicate that Bell monopoly rates are more than 
double what the system call be operated for either in the towns or in the large 
cities, even considering the fact that the larger the city, other things being equal, 
the higher must bo the rate for the telephone—exactly the opposite principle that 
applies to most services. The more dense the business in the ease of the electric 
light the lower should be the charge, other things equal; but the more dense the 
business in a telephone exchange the higher must be the charge, other things 
being equal, because more complicated arrangements must be made to connect 
the different subscribers. That is, if you have 10,000 subscribers, each one may 
call for communication with any one of nearly 10.000 others; whereas^if you 
have only 1.000 subscribers, each one is limited in his calls to 990; so it is more 
complex and more costly with a large system. In small places an average charge 
of $8 to $13 or $15 a year, according to conditions of the locality, is sufficient, and 
those charges are actually in successful operation in various parts of the country. 
There is a small telephone system, private system, in Kansas which operates and 
makes a profit of 10 or 12 per cent on the capital, and their rates only average 
about $13 or $15 per year on their phones. The fair cost of maintenance and 
operation runs from $9 to $12 per ’phone in an exchange of moderate size, and 
double that in a big city. 

Q. (By Mr. Farquhar.) Would the matter of the Washington prices here be 
in some way modified on account of the fact that all of onr telephone wires are 
underground, hut if they were put overhead-A. (Interrupting.) In Stock¬ 

holm also the wires are underground. 

Q. So that the extra cost of the installation underground does not make a 
greater cost there for the use of the ’phone?—A. It adds something to the first 
cost, hut the Bystem needs less repairs, and in the end the result is not very 
different. 

I might mention ono or two facts as to the service in the public systems. In 
Belgium you can send your telegrams free; in France you can also send tele¬ 
grams free. In England also you can send telegrams free over the telephone, and 
you can also telephone messages to be sent out for 6 cents in England, and such 
messages are sent to the subscriber free. In Germany it costs 3 cents plus one- 
fifth of a cent for each word to telephone a message, telephone a telegram, or tele¬ 
phone a letter. You go to your telephone and send a letter for 2 cents and one-fifth 
of a cent for each word, and the clerk at the other end writes it down and posts 
the letter; yon have to pay postage in addition. 

Q. (By Mr. Phillips.) Now, it may not be quite clear about telephoning a 
message. What do yon mean by telephoning a message?—A. Suppose I want to 
send a message to someone. I do not have a telegraph office in my house, but I 
have a telephone. I will go to my phone and telephone whatever message I want 
to send. Instead of having to go out to a telegraph office and write it, I simply 
go to a telephone and telephone to the clerk at the other end that message; he 
takes it down and sends it by messenger to the person to whom it is addressed, or 
he sends it to a telegraph office and it is sent by telegraph, or ho telephones it to 
the telegraph office directly, or I can be connected directly with the telegraph 
office and they write it down there and send it at once. 

Q, (By Mr. Farquhar. ) Would it he possible in this city, Professor, to furnish 
a phone, house or business, say for $30 or $35, unlimited?—A. I think so; yes, 
One of the reasons why the Bell companies think they can not furnish service at 
such rates is the state of their capitalization. The water in their system is hard 
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to deal with. Dropsy is an inconvenient affliction for a company as well as for a 
man. For example, the New England Telephone Company (operating in Boston 
and other cities and towns of Massachusetts and New England) is capitalized at 
more than $300 a line, whereas President Holbrook finds that the system could 
be duplicated for less than $100 a line—there is an excess charge of $10 or $12 per 
phone year. Then the “ general expenses,” salaries of managers and officers, and 
other office and general expenses amount to a sum almost as great as the whole 
sum put down to “ operating expenses” proper. For each subscriber’s station in 
the New England Company, the average receipts are $58 per phone year. At least 
$10 must be deducted on account of overcapitalization, and $5 or $6 more on 
account of excessive office charges. The “ operating expenses ” proper are stated 
at about $11 per station and maintenance at $24. The report does not state just 
what items go to make up this maintenance account, and it is so out of pro¬ 
portion to the cost of maintenance in public systems as to indicate that it is 
affected by the common corporation custom of charging up to maintenance large 
amounts that ought to go into the extension and improvement account. A main - 
tenance charge that would duplicate the entire system in about 4 years is certainly 
very high. The probabilities are that an allowance of $11 for average operating 
expenses per phone year, $4 for general expenses, $15 for maintenance, including 
depreciation, and $5 for interest, making a total of $35 per year, constitute 
sufficient charges even m a very large city. 

I am aware that in Maiming r, Chesapeake and Potomac Telephone Company 
(28 Wash. Law Rep., 97) the supreme court of the District of Columbia has held 
unconstitutional an act of Congress fixing maximum telephone charges in Wash¬ 
ington at $50 a year with 1 telephone on a wire, $40 with 2 telephones on a wire, 
$30 with 3 telephones on a wire, and $25 with 4 or more on the same wire (30 St.at. L., 
537,538, chap. 540, June 30,1898), but a careful reading discloses sufficient evidence 
on the face of the opinion to invalidate the decision when the case comes before 
the court of last resort, the supremo court of public opinion. The ground of 
decision was that the rates fixed by Congress were unreasonably low. the evidence 
being the testimony and accounts of the Chesapeake and Potomac Telephone 
Company, doing business in Washington. In 1898 the company had a little over 
2,000 telephones in use. It had been receiving $135 for a business phone, and had 
averaged $100 income for every phone in use. It was estimated that the new law 
would reduce the average receipts to $47 per phone. The company was paying 
about $20 per phone in interest and dividends, and $8.50 per phone to the Bell 
Telephone Company and the Western Electric for receivers and transmitters used 
by subscribers, drops on the switchboard in the central office, and the use of patents 
the Bell Company may hereafter acquire. Ii. claimed an average annual working 
expense of $71.20 per phone. The capitalization was $470 per phone ($100 bonds 
and $370 stock). 

Now let us look at these items in the light of other facts stated in the opinion. 
The actual value of the plant was found to lx; $441,430 as against $950,00?) capi¬ 
talization, or less than $220 real capital per phone, instead of the $470 of existing 
stock and t>onds, making the fair capital charge not over $10 per phone, instead 
of $20. But, further, a very large part of the $220 was due to the fact that the 

S lant was not used anywhere near up to its capacity, and this in turn was probably 
ue to ‘the high rates maintained by the company. A large part of the capital 
outlay was for underground construction, putting in vitrified terra cotta ducts 
under asphalt pavements. The court said that “tho cost of additional ducts to 
provide ror future growth of business is very trifling, and it is in evidence that 
some 3,000 or 4,000 subscribers could be served by cables to be drawn in the 
vacant ducts now maintained;” that is, the business could be doubled or trebled 
without more ducts, and even further increase could be provided for at trifling 
expense. If the rates enacted by Congress had been put in operation, the sub¬ 
scription lists would doubtless have expanded greatly, and it is quite probable 
that the real capital per phone would have been speedily reduced to the neighbor¬ 
hood of $100, or $150 at most, in spite of the fact that Washington is a “city of 
magnificent distances.” I know the judge doubted any substantial increase of 
subscribers through lower rates, but the facts prove that the doubt was not well 
baaed. The following table presents a few of the facts bearing on the relation 
between rates and the use of the telephone: 



Washington (1898) 

Stockholm 1 . 

Chrintiania’. 

Trondhjem 1 . 

Berne’. 

Zurich’. 

Berlin’. 

Copenhagen. 

Amsterdam. 

Paris 1 . 

Greater London ... 
Greater Boston.... 
Greater New York. 

Chicago. 

Philadelphia.. 


1 

<36 to 1136; <100 aver¬ 
age. 

120 

1 

<20 average. 

28 

*/. 

<22 average. 

80 

>/g 

$13 average. 

88 

*/« 

910 upward. 

40 

•/, 

$10 upward. 

60 

7 

m . 

60 

1’/, 

$41. 

70 

2 

$60 to $100. 

160 

10 

$78. 

170 

22 

$100 . 

700 

4 

$26 to $160. 

60 

18 

$90 to <240 . 

120 

6 

$60 to $176 . 

180 

5 

$60 to $'260 . 

170 


’ These cities have public systems, the others have private plants. The American figures relate to 
1897 and 1898, the vear of the Washington discussion. The European figures are a little earlier and 
therefore probably'less favorable to them, as the use of the telephone grows each year. In the column 
of size Washington has been taken as the unit and the other cities classed according to their relative t 
size as compared with Washington; Zurich, half the size of Washington; Copenhagen, one and a 
third times as large as Washington; Philadelphia five times as large, etc. 


The evidence is that low charges, whether in cities larger or smaller or thesame 
size as Washington, induce far larger use of the telephone than exists m Wash¬ 
ington, such larger use being found as an accompaniment of low rates in cities 
of vastly less general intelligence and prosperity than Washington, and in cities 
having private plants as well as those having public systems; whereas in foreign 
cities, like Amsterdam, Paris, and London, having high charges (though only 
one as high as Washington) show a lower use of the telephone than Washington, 
and the same is true of American Bell cities, excepting Boston, which, being the 
hnb not only of the universe hut of the telephone business, and a city of great 
prosperity and unsurpassed intelligence, naturally breaks the record. 

In Rochester, N. Y., a city of 162,000 people, or about three-fifths the size of 
Washington, there is an independent telephone company with rates of $86 and 
$48, on which 8 per cent dividends are made on a large body of stock, all of which 
is water, as the bonds more than cover the value of the plant. With these rates, 
which are still too high, there is one subscriber in Rochester to each 40 persons, 
showing that with anything approaching reasonable rates our people become 
large users of the telephone. 

Upon the facts here stated and the whole body of existing telephone data, there 
is the strongest reason to believe that lowering the rates to the Congressional 
level of $35 to $00 would very largely increase the number of subscribers, proba¬ 
bly doubling the use of the telephone, and perhaps trebling it within 3 or 8 years. 
The judge said that the court must take 1 ‘ care not to intrench upon the authority 
of the law-making power, not to disregard the statute under consideration, unless 
it be unmistakably repugnant to the fundamental law.” Yet the court refused 
to consider the case on the basis of the probable increase of business and decided 
it upon facts relating to the preceding years under high rates. Suppose the law 
in Hungary establishing the zone system, reducing rates 40 to 80 per cent, had 
applied to a private system of railways instead of a public system, and the rail¬ 
roads had brought the matter into court, claiming that the law confiscated their 
property, Baying that since they had only been making ordinary interest on their 
capital at the old rates, they would surely make a loss on the new tariff averaging 
less than half the old one. The companies would have made out their case on 
the basis of existing rates and business, and the law would have been declared 
unconstitutional on the principle of this Washington decision, and yet the law was 
so far from being umistakdbly repugnant to the fundamental law against confisca¬ 
tion that the actual result of putting the law in operation was an Increase of net 
earnings instead of a loss, as had been expected. It is not possible to foresee the 
effect of such a lowering of rates either in the railroad or the telephone field, 
wherefore the court can not know that such a law as that relating to the Wash¬ 
ington telephone is “ unmistakably ” repugnant to the Constitution. The true 
plan in such a case is to enforce the law for a reasonable time, until it becomes 
clear that the effect of the law is to deprive the company of a reasonable return- 
clear as a matter of fact and not as a matter of supptwition or inference from 
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mote of less irrelevant data. Then the law may rightly be 'declared unconstitu¬ 
tional, and the company should have the right to collect from the Government 
whatever damages have been inflicted .upon it by the said enforcement, bat if 
upon fair and honest trial the law justifies itself, it should be continued in force. 

In the Wellman case (148 U. S., 839) the Supreme Court of the United States 
clearly recognized the principle that tne increase of business from lowered rates 
must be taken into account, and made this principle one ground for refusing to 
hold void a railway law of Michigan fixing maximum passenger rates at 2 cents a 
mile. In Indiana a statute fixing the rent of a telephone at not over $3 a month, 
or $30 a year, has heen held valid, although the company in suit was charging 
|U .18 a month, or $134 a year, and claimed it was only making reasonable profits 
and could not manage on $30 a yeur. 

To return to the Washington items. It is probable that the enforcement of the 
Congressional rates would double or treble the business and bring the real capital 
per phone down to $100 or near it, thereby reducing capital charges from $20 to 
$5 or $8 per phone. 

The $8.50 monopoly tribute to the Bell and Western Electric is almost wholly 
an unjustifiable charge under an agreement made years ago under pressure of the 
fact that the Washington company, like those in most other American cities, are 
really subsidiary Bell interests, or branches of one big monopoly. 

The claim of $71 per phone for working expenses is absurd in my judgment. 
Compare it with the working expenses of $8.43 reported in this same city of 
Washington for the telephones of the widely scattered buildings connected with 
the Interior Department's exchange above mentioned, and the difference makes 
the $71 claim incredible. Remember that, this Hatne private telephone interest 
which now claims it can not reduce rates because its $100 of average receipts is 
only just enough to cover cost of working and capital charges made a similar 
claim when the Department of the Interior asked for reduction 6 years ago, and 
yet when the Government put in its own phones the service cost only $10.25 for 
maintenance, operating cost, depreciation, and interest, in place of $75 per phone 
formerly paid. The claim of the company in 1894 that it could not reduce its 
charges of $60 to $125 for these phones lias been conclusively proved erroneous, 
and there can lie no doubt in the mind of anyone familiar with telephone data 
that its present claim is also erroneous. In Grand Rapids, Wis., as I have said, 
the Bell interest was charging $36 to $48, and claimed it could not reduce rates,' 
and yet tile peoplo are now actually obtaining equally good service for $3 a year 
residence and $18 for a business place, and a small surplus is realized even at these 
rates. Bell estimates are clearly unreliable. Considering tile length of time the 
Bell companies have been in operation, (hey seem to know remarkably little about 
the business when it comes to reducing rates. 

With the fine underground system established in Washington repairs and 
maintenance should cost comparatively little, and the operating expenses are not 
very heavy, All lines go to the central station, where one operator manages 100 
lines, and the public stations in hotels, etc., are managed on the nickel or dime in 
the slot maohine plan instead-of having paid attendants as in Boston and many 
other cities. The $711 believe to be more than double the fair figure for working 
expenses. Companies have many ways of adjusting their accounts so as to show 
large expenses and small profits. It is a common thing to charge the cost of 
extensions and repairs to maintenance and operation. Sometimes quite ethereal 
expenses are put down in the material column. For example, last year in examin¬ 
ing the accounts of the Boston gas companies an item of “$15,000 for gas mains” 
was found to cover such expenses as $1,200 to Mr. L, $1,500 to Mr. M, etc.—L 
and M being gas lobbyists at the statehouse. This year it is stated on the author¬ 
ity of one of the directors of another gas company that $1,000,000 is charged on 
the books of that company to an account that did not, receive a dollar of the 
money, which was abstracted and used for illegitimate purposes. Corporation 
accounts are very unreliable affairs. And this Chesapeake and Potomac Company 
has had, without any unlawful abstraction of money, special opportunities of 
erroneous accounting as to the capitalization andexpenses in Washington. These 
special facilities arise from the fact that Washington is only part of the territory 
ocoupied by the company, the stock for its whole territory being $2,650,000, ana 
for Washington alone $750,000. A small percentage of error in apportioning 
expenditures as between Washington and the outside territory of the company 
might make a considerable difference in the Washington results. 

I believe the Manning decision was a judicial blockade of a just law. There 
was no reliable evidence that the Congressional rates were too low, while, as the 
oourt admitted, there was evidence “ that in many cities in this country, and also 
in Europe, telephone service is supplied by the government or by corporations at 
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rates which appear to be less than those fixed by tins act,” and there is a vast 
amount of evidence not referred to in the case which tends to show the unrelia- 
"bility of the company’s claims and the fairnees of the law. Nevertheless, in view 
of the well-known power of giant corporations to tangle a court with ex parte 
statistics, and claim protection against possible loss, it seems to me it would be 
wise to prowde in such acts that the law shall be enforced fov a year or two under 
a guaranty that the Government would make good any deficit resulting from the 
legislative rates causing the inpome to fall Mow working expenses and fair cap¬ 
ital charges, providing such deficit occurs in spite of reasonable efforts to make 
the new rates successful, and is ascertained upon accounts carefully watched day 
by day by a public officer with full powers of inspection, both of the accounts and 
the manner of conducting business. In some way the public must take the risk 
of such changes for the benefit of the public, or elso the courts will stand between 
the corporations and the law. For while the judges say that the law must be 
unmistakably contrary to the Constitution to be void, they frequently act on the 
principle that it will be void if the companies can mako it appear doubtful whether 
the new rates will yield a profit. Through some such modification as I have just 
suggested, or by frequent small reductions,'the regulative power may make itself 
felt; but the only clear, clean, certain, and complete solution is public ownership. 

After making this statement regarding the Manning case, I submitted to Presi¬ 
dent Holbrook, of the Massachusetts Telephone Company, tho question of the 
credibility of the $71 charge for working expenses under Washington conditions. 
His reply was that the said claim was not only absurd but pathetic, and not only 
pathetic but humorous; pathetic that a claim nearly three times tho reasonable 
figure should be liipde. and humorous that men in authority could he made to 
believe such a claim. With underground wires in a plant like that of Washing¬ 
ton, the fair charge for maintenance and operation would be about $25, according 
to President Holbrook.. In Montreal, a city about tho same size as Washington, 
with wires largely underground, a good profit is made on a $50 telephone rate 
established by the Dominion Government. In Rochester, a city of 102,000 people, 
the independent telephone company has 3.000 subscribers, and tbe Bell has 
dropped to 400 The cost of the independent company's lines has been a good deal 
less than $100 a line. The plant is bonded for $400,000. and the stock is $400,000, 
a capitalization nearly three times the real value of the plant, yet the company 
pays $ per cent dividends with rates of $3(1 and $48 per telephone year. Referring 
to the New England Telephone Company, President Holbrook says: "The cost of 
operating they claim is $11 a phone; the cost of maintenance, $24 a phone. Their 
general expense, including taxes, is about, $11 a phone. Now these figures are 
excessive. There is an overcharge on maintenance of $13.50 per phone', which is 
due to the necessity of their building old-fashioned and worn out plants entirely 
over. They are obliged to pay $4 a year royalty oil each phone. $2 extra on taxes 
per phone, owing to the fact that they are stocked and bonded at $300 a phone; 
whereas$l00 would rebuild, and in an entirely modern way, their entire system. 
A capital charge of $12 in excess is therefore put against each phone. In other 
words (taking all the facts into account), the New England company is handi¬ 
capped to the extent of about $31.50 a phone." As the New England company 
averages $58 per phone, this opinion of President Holbrook would indicate $20.50 
as the normal average charge for that company’s exchanges, which more than 
confirms my own estimates stated above. 

FURTHER OBJECTIONS. 

When the English Government began to consider tin absorption of the tele¬ 
graph, the telegraph companies used every effort to prevent and impede the 
reform. The objections they raised weie: 

1. It was not the Government's business to telegraph. 

2. 'There would be a loss if it did. 

3. The telegraph would be better conducted under private enterprise. 

4. .The Government rates would be higher. 

5. And the use of the telegraph would decrease. 

8. The Government service would be nonprogressive—no stimulus to inven¬ 
tion, etc. 

7. The secrecy of messages would be violated. 

8. The telegraph would be used as a party machine. 

9. The Government could not be sued. 

10. To establish a public telegraph would be an arbitrary and unjust interfer¬ 
ence with private interests. The companies had risked their capital in the new 
enterprise, and just as they were about to get their reward the Governinent was 
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going to take the business away from them—private enterprise experimented 
and the people wanted to steal the fruit. 

These objections are very familiar. Our monopolists know them by heart, and 
use them over and over, taking no notice of the answers to them, no matter how 
many times they are refuted. It is easy to answer them a priori and the over¬ 
whelming demonstration of their falsity by the actual experience of England 
ought to nave buried them forever beyond the possibility of disinterment: 

1. It is the Government’s business to transmit intelligence, and that business 
includes the use of the telegraph and all other appropriate means of transmission. 

2. If rates remained the same, an increase of profit instead of a loss was to be 
expected by reason of the economies that would result from a united telegraph in 
combination with the postal service. The people could keep rates up and realize 
a large profit, or put rates down, thereby increasing the usefulness of the tele¬ 
graph, and taking their profit in the form of more and better service for the same 
money. They did the latter, and, as a matter of fact, they have saved at the 
lowest estimate .$150,000,000 in 30 years. The telegraphing they have done would 
have cost them at least $150,000,000 more than it has cost, including expenses of 
operation, extensions, repairs, interest on the capital, water purchase, and all. 

3. It stands to reason that a manager appointed and paid by himself, and whose 
avowed interest and effort are to line his own podket with the utmost possible 
“ giltiness’’consistent with his personal safety—it stands to reason that such a 
manager will not conduct your telegraph or any other business of yours as well as 
you can do it yourself or have it done by your own agent. Asa matter of fact 
the public telegraph service turned out to be vastly superior to the private tele¬ 
graph service according to the universal verdict of the English people. Com¬ 
plaints of inaccuracy ceased, and instead of tin? old delays we find a service as 
prompt as that of Belgium and Switzerland. 44 The service is performed with 
the most perfect punctuality.” (U. S. Consular Report on the English Telegraph, 
Consular Repts., vol. 47, p. 505. 1895.) 

4. It was reasonable to expect that the Government rates would be lower, 
because the Government would work at cost, and would, moreover, secure an 
absolute economy relatively to private corporations in the, conduct of the tele¬ 
graph. In fact, the rates dropped at once one-third to one-half, and afterwards 
the ordinary inland rate was again reduced almost one-half. 

5. The use of the telegraph doubled the first year. 

0. The Government service has adopted new inventions and shown a progres¬ 
sive spirit in respect to employees, as well as the service of the public. 

7. There has been no complaint of violation of secrecy. 

8. Nor the least suspicion of partisan use. 

9. The Government can be snod and is sued. Claims against the Government 
are tried judicially the same as other claims. 

10. Interference with private interests to accomplish a public good is not arbi¬ 
trary and unjust. It is the very essence of justice and good government. The 
private interests of gamblers, saloon keepers, opium sellers, shipowners, house 
builders, powder makers, bone grinders, grain-elevator men, etc.—private inter¬ 
ests both good and bad—are interfered with for the sake of the public welfare. 
Telegraph interests form no exception. The companies had already received 
large returns on their investment, and would receive full compensation for their 
capital when the public took their plant—more than full -compensation, as it 
turned out. 

There is really no force at all in the current objections to public ownership 
aside from the patronage question, which is covered by the merit system of civil 
service and the transfer of the interest of the wealthy classes to the side of good 
government and honest administration, which accompanies the establishment of 
public operation. 

THE ITALIAN COMMISSION. 

The report of the Italian commission of 1880 is often referred to as proving the 
oase for private railways, being ranked as the strongest document m existence 
against the doctrine of public ownership. Even Professor Hadley, now President 
of Yale, lays muclrttress on this report as a proof of the inferiority of public rail¬ 
ways. The fact is, however, that the report has little real bearing on the relative 
value of public and private systems, and while the commission decides in favor 
of leasing the Italian roads to private companies, its conclusions are practically 
worthless so far as .we are concerned, (1) because the reasons given by the com¬ 
mission for its decision are partly false, invalid on their face, and partly inappli¬ 
cable to this country; (2) because the commission lacked almost the whole of the 
important facts ana experiences that have since demonstrated the superiority 
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of public railways, and (8) because the commission was appointed on purpose to 
malte the decision it did make, the commissioners being selected with reference 
to the conclusion desired by the appointing power. 

The commission based its conclusion mainly upon three propositions: (11 That 
the credit and-finances of the Italian Government were too weak to make it wise 
to undertake the operation of the railroads, needing, as they did, large sums for 
improvements and extensions, and strong financial backing to steady their opera¬ 
tions under the fluctuations of traffic;’ this was the principal reason on which 
the comlnission acted, and it is a reason that is clearly inapplicable to this country; 
(2) the unsatisfactory results of a brief experience with direct operation in north¬ 
ern Italy (1878-1881), the said results being due partly to the fact that the lines 
came to the Government, from the private companies in a dilapidated condition, 
and partly to the fact that the road, iiaving been part of an Austrian system, was 
officered throughout by Austrians, who were, of course, displaced en masse when 
the road was taken by the Italian Government, as it could not trust the loyalty 
of such employees, the result being that all the most valuable officers ana 
employees were swept away and their places filled by occupants in large part 
green and unfit: (3) the idea that “ State operation is more expensive than pri¬ 
vate,” a statement the commission thought it had succeeded in proving by showing 
that the percentage of operating expenses to receipts was lower with private 
companies than with State systems m a few eases which were given as the evi¬ 
dence, and the only evidence, of the conclusion as to cheapness. Yet it is perfectly 
clear that the percentage of operating expenses to income may be low, not because 
of economy in operation, but because the rates are high, and vice versa the percen¬ 
tage of operating expenses to income may be high, not because of lack of economy, 
but because the rates and tares are low; if the rates were so low that they just 
paid the cost of operation the operating expenses would be 100 per contof the 
income, although the roads might be managed more economically than another 
system where the rates were high enough to make the income double the operating 
cost and the coefficient of operation 50 per cent instead of 100 per cent. No con¬ 
clusions as to economy can be drawn from the percentage of operating cost to 
income without a careful comparison of rates, volume of business, grades, cost of 
fuel, labor, etc., elements which may make the percentage of operation vary from 
40 to 100 per cent on different lines in the same railroad system under the very 
same management, and as the Italian commission paid no attention at all to those 
elements in their study of economy, but based their whole argument upon a com¬ 
parison of percentages of operating expense to income without allowance for dif¬ 
ferences of rates and conditions behind those percentages, their conclusion on this 
matter is entirely worthless. 

It must, be remembered, further, that tin* Italian commission did not possess 
the light we have to-day. Prussia had not made her remarkable success with 
State roads when the commission gathered its testimony; the law had been passed, 
but the roads had not been taken over. Austria had not established her great 
public system either, having only one-eleventh of the railways when the commis¬ 
sion gathered its facts. The zone tariff, with its wonderful developments and 
simplifications, did not come till 188!). Switzerland had not then voted 2 to 1 for 
public ownership, after studying the question deeply for many years. The 
achievements of New Zealand ana the Australian republics were not in evidence. 

Finally, it is charged on high authority that the commission was packed with 
railway men and agents of those who desired to lease and operate the roads, 
instead of having the Government take charge of them. (See Quarterly Journal 
pf Economics. July, 1887. article by Simon Sterne.) The railway promoters 
wanted the lease, and the Government desired it also, in order to get hinds for 
other purposes, so the Government and the railway men united to secure a com¬ 
mission that would render a report justifying the lease. “ Soon after the report 
was made, Simon Sterne, a prominent member of the New York bar, being in 
Italy as the confidential agent of President Cleveland, received trustworthy 
inside information that the commission was appointed with the understanding 
that it should make the sort of report it did in order to enable the Government to 
lease the roads and obtain thereby much-needed funds for the reorganization of 
theAhny and Navy.” (Prof. E. W. Bemis at Massachusetts Legislative Hearing, 
March 20,1900.) 

REGULATION. 

On the subject of regulation, which is the last objection I will speak of, I would 
like to remark that the plea that regulation is sufficient to solve the problem does 
not seem to me to be true, for this reason: Regulation can not overcome the antag¬ 
onism of interest between owners and the public, nor the congestion of wealth 
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and power, nor the aristocratic tendency. We have antagonism, wealth conges¬ 
tion, and aristocracy instead of harmony, diffusion, and democracy, which are 
secured by a normal public institution in far greater degree, at least, than they 
Can be secured under private ownership. It is a fundamental maxim of business 
in modern times that property is to be administered in the interest of its owner; 
and our business ethics compel the managers of private systems to manage them 
in private interests; and the same business ethics would impel the managers of 
the public system with the same earnestness and honesty to administer the sys¬ 
tem in the public interest. 


THK TELEGRAPH. 


Passing to the telegraph, I would first like to say thit under the Constitution 
of the United States it seems really to be the duty of the Federal Government to 
establish a postal telegraph system. The Constitution not merely gives the Gov¬ 
ernment a right to administer the means of communicating intelligence, but the 
provision is mandatory, and is so understood by jurists. Congress is bidden to sup¬ 
ply the people with means of communication. Now, it is a fundamental principle 
of the law of agency that an agent or trustee is bound to use the best means rea¬ 
sonably attainable for the purpose of his agency. 

Q. (By Mr. A. L. Harris. ) What section o£ the Constitution do you refer to?— 
A. The section which deals with post-offices and post-roads. I will give an author¬ 
ity for this in a moment. When the stage coach was replaced by steam railways 
and the ordinary sailing ship by the steamboat, it became Die duty of Congress to 
adopt those improved means for the transmission of the people's mail, and they 
did nse those means. When the electric telegraph was invented and came 
into use, and when the telephone was invented and came into use, it was equally 
the duty of this trustee to adopt the new and unproved methods for the transmis¬ 
sion of intelligence. That duty lias been recognized and strongly emphasized in 
one of the reports to Congress made some years ago. and as the matter is very 
important, I will give yon the reference: House Report 187, Twenty-eighth Con¬ 
gress, second session, pages I to 8. . 

Q. Is it a majority ora minority report? It was aoommittee report, as I under¬ 
stand. ,-A. Yes; it is a majority report. 

Mr. Phillips. Please read the paragraph. 

The Witness. (Reading:) " The Government is authorized and required by the 
Constitution to carry intelligence. The functions thus devolved on the Govern¬ 
ment of performing for the people the office of universal letter carrier and news 
carrier is a matter of the very highest consequence in every light in which it can 
be viewed. The bare fact that our ancestors refused to leave it dependent on 
individual enterprise or State control, and rested it expressly in Congress, abun¬ 
dantly attested their anxious sense of its importance and their conviction of the 
impracticability of realizing the requisite public advantage from it otherwise than 
by giving it Federal lodgment and administration. But though not anticipated or 
foreseen, these new and improved modes were as clearly within the purview of 
the Constitution as were the older and less perfect ones with which our ancestors 
were familiar; and there being no doubt entertained, either on this point or as to 
the obligation of the Government to lay hold of the best and most rapid methods 
of transmission which the improvement of the age puts in its reach, steam power 
commended itself at once to adoption and has long been extensively employed 
both on land and water for the carriage of the mail. 

“It is not without full reflection that the committee insist on the principle that 
it was the duty as well as the right of the Government thns to avail Itself, even 
at heavy additional expense, of the powerful agency of steam for the purpose of 
accelerating the mails.” 

’ I think I might omit a little here and still give the whole sense: 

(Reading:) “ This great and fundamental principle upon which the Department 
acts (of not being outstripped in the transmission of correspondence and intelli¬ 
gence) led neoessarily to using the steam engine in the service of the post-office, 
am} it mnst and will lead-with equal certainty to the adoption of any other newly 
discovered agency or contrivance possessing decided advantages of celerity over 
previously used methods. The same principle which justified and demanded the 
transference of the mail on many chief routes, from the horse-drawn coach on 
common highways to steam-impelled vehicleson land and water, is equally potent 
to warrant the calling of the electro-magnetic telegraph—that last and most won¬ 
drous birth of this wonder-teeming age—in aid of the post-office in discharge of 
ite gitat function of rapidly transmitting correspondence and intelligence.” 



Q. (By M*. Clarke. ) What is the date of that?—A. That is the Twenty-eighth 
Congress, second session, March 8,1845, report of the Committee of Ways and 
Means. ., „ , 

Mr. Phillips. Yon will proceed in your own way, Professor. 

The Witness. The application of the law of agency and the trustee principle 
they do not mention specifically; but that is an obvious legal method of stating or 
emphasizing the point made by the committee. 

Now, I would like to discuss for about 10 minutes or so the experience of 
England with her telegraph. As I have already said she tried the private system. 
Complaints were made of delay, inaccuracy, high charges, and insufficient facili¬ 
ties Chambers of commerce took the matter up; some of them petitioned the 
postmaster-general and the Government. An agent, Mr. Scudamore, was ap¬ 
pointed by the postmaster-general to go to other countries and. study the public 
systems and compare them with the private systems of England. He did so, and 
made full reports with the result of showing conclusively, as appeared from the 
subsequent vote of Parliament, that the public systems of Belgium, Switzerland, 
and other countries far excelled the private telegraphs of England both in cheap¬ 
ness and quality of service and in facilities. The Government thereupon bought 
out the English telegraph companies, making the mistake, as I believe, of buying 
them all out at once—instead of one at a tirno as the Prussians did with the rail¬ 
ways—and paying about four times the real value of the lines. The Government 
immediately reduced rates very much—from a third to one-half it is estimated, 
as I have said—and extended the lines into the country districts where the com¬ 
panies had refused to go because there was no profit. They increased the facilities 
m overy way by opening telegraph offices in the post-offices and even making ! 
post-office boxes places where telegraph messages could be deposited. 

They secured a great economy by the saving of rents and wages and light and 
fuel through the coordination of the telegraph with the postal service, tne same 
officers and employees very largely being able to attend to both sendees, espe¬ 
cially in country districts. 

Q. (By Mr, Phillips.) Will you give the date when this occurred?— A. They 
took the telegraphs over at the beginning of 1870. The effect on labor was very 
beneficial, the Government telegraph pursuing a systematic policy of increasing 
wages from time to time, so that the percentage of wages to receipts rose from 80 
per cent in 1870 to 70 per cent in 1895. 

They have also shortened hours so that since 1881 the hours have been reduced 
from 56 per week on an average to 48 and 43—48 for day work and 42 for night 
work. All Sunday work is paid for as overtime. 

The diffusion of wealth has been helped through the removal of the opportunity 
for making vast profits out of the telegraph for any individual or group of indi¬ 
viduals. The public operation and ownership of the telegraph has brought about 
a harmony of interest which has been secured by getting nd of the antagonism 
between the small group of owners and the public. 

The benefit to the press has been great through the enormous reduction of 
rates, which the postmaster-general claims has given England the lowest press 
rates in the world. The facilities for press work were also greatly increased by 
public ownership, .1 notice, however, that some of the newspapers are not wholly 
satisfied in England with the conditions there in spite of the great reduction and 
i he increased facilities. Public ownership is not perfect, but it is better than 
private monopoly—it is the least imperfect of the two systems—and sentiment in 
England is practically a unit to the effect that the postal telegraph is a vast 
improvement on the private system. 

The development- of business has been something remarkable. 1 have already 
referred-to it in brief. The number of messages doubled in two years. The 
actual amount of business done doubled almost in the first year, and the subse¬ 
quent increase has been very large, so that the rate of increase in England under 
tne public system has been 8 times as rapid as the development of the telegraph 
business in America under the private system. 

Further, there has been a great strengthening of social ties by the Civilizing 
influences of easy communication among the people. . That contrast is brought 
out very strongly by comparing the testimony of the president of the Western 
Union some years ago in a Congressional investigation, where he said that 46 per 
cent of the total business in this country is speculative—stockjobbing, wheat 
deals, pool-room matters, etc.; that 84 per cent is legitimate trade, 12 per cent Is 
press, and 8 per cent social. Whereas they find that in Belgium and Switzerland 
and other public systems the percentage of social messages runs up in some cases 
as high as 68 per cent of the total. 
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President Green, of the Western Union, in an article of his some years ago in 
the North American Review, said that only about a million people in this coun¬ 
try use the telegraph—chiefly the stock gamblers and speculators, and pool room 
men, and so on, and he asked if that was the class that the Government ought to 
seek to benefit. In some of their testimony it was stated that they believed the 
masses of the people would not use the telegraph to any great extent even if they 
had the privilege of low rates. They apparently regard the fanner as a sort of 
hermit, or relic of primeval times, who does not care very much about matters 
of commerce or social intercourse, and has no need or desire to use the best means 
of communication.. But the facts in other countries appear to indicate that, if 
the rates are low and facilities ample, the masses of the people do use the tele¬ 
graph to a very great extent. The electric current belongs to the people. It is 
one of the great inventions of modern times and it ought to be brought within 
the reach of the people. 

Summing up we find that for 27 years Great Britain permitted the telegraph to 
remain in private hands; that the companies combined to keep the rates up and 
to destroy any real attempt at competition; that the tariff was exorbitant, the 
service very poor, the lines confined to the more populous districts, the treatment 
of employees such as is usually accorded them by private corporations: that a few 
thoughtful men called attention to the existing abuses and advocated national 
ownership as the remedy; that tho chambers of commerce and the press took up 
the matter, and with the help of a leading statesman carried the measure against 
the powerful opposition of the companies and the inertia of those afflicted with 
the heart failure of extreme conservatism and public distrust; that the immediate 
results were— 

1. A reduction in rates of one-third to one-half. 

2. A vast increase of business, the work done by the telegraph nearly doubling 
in the first year.after the transfer. 

3. A great extension of lines into the less populous districts, so as to give the 
whole people the benefit of telegraphic communication. 

4. Large additional facilities by opening more offices, locating offices more con¬ 
veniently, and making every post-office and post-box a place where a telegram 
may be deposited to be taken to the nearest telegraph office for transmission. 

5. A considerable economy by uniting the telegraph service with the mail serv¬ 
ice under a single control, avoiding useless duplications, using the same offices, 
the same collecting and delivery agencies, and often the same operatives for both 
services. 

0. A marked improvement in the service, throwing complaint out of the steady 
occupation she had had so long, the aim of the post-office being service, not 
dividends. 

7. A decided gain to employees in pay, hours, tenure of office, etc. 

8. Unprecedented advantages to the press for cheap and rapid transmission of 
news, at the same time freeing it from the pressure of a power that claimed the 
right to dictate the views and opinions it should express. 

9. The development of business and strengthening ot social ties, ties of kinship 
and friendship, through the growth of business and social correspondence. 

10. The removal of a great antagonism and the cessation of the vexatious and 
costly conflict it had caused between the companies and tho people. 

Looking at the subsequent history of the English postal telegraph we find— 

1. A further reduction of nearly one-half in the average cost of a message. 

2. More than a tenfold increase of business in 25 years, while population 
increased but one-fourth,over 1,000 percent telegraph growth to 25 per cent pop¬ 
ulation increase. 

3. A sixfold extension of lines and fiftyfold increase of facilities. 

4. A steady policy of expanding and improving the service, adopting new inven- 
ions, putting under ground hundreds of miles of wire that formerly ran over 
houses and streets, etc. 

5. A systematic effort t > elevate labor, resulting in a progressive amelioration 
of the condition of employees in respect to wages, hours, tenure, promotion, privi¬ 
leges, and perquisites. 

0. A good profit to the Government (excluding interest on the water-logged 
capital cost) in spite of low rates, large extensions into thinly populated areas, 
advancing wages, heavy losses through carrying press dispatches below cost, com¬ 
petition of telephone companies in the best-paying part of the traffic, etc. 

7. Satisfaction with the telegraph service even on the part of conservatives who 
objected to the change before it was made. 
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F. PAB80NB1—THE TELEGRAPH SYSTEM. 
Comparing the English situation with our own, we find: 


IN ENGLAND. 

Low rates. 

Good service. 

Extension of telegraph facilities to the 
masses. 

Rapid growth; 40 times as rapid as the 
growth of population and 4 times as 
fast as the growth of the letter mail. 

Progressive improvement of labor. 

Harmonious, uninterrupted operation. 

Large popular use of the telegraph. 

A management aiming solely at serv¬ 
ing the people. 

Moderate salaries for leading officials. 

No big fortunes from telegraph manipu¬ 
lation. 

Universal satisfaction with the tele¬ 
graph situation. 

Public monopoly. 


IN THE UNITED STATES. 

High rates (twice as high). 

Poor service. 

Facilities only for the classes. 

Slow growth; less than one-sixth of the 
growth of the English system. 

Progressive maltreatment of labor. 

Big strikes. 

The telegraph an adjunct of specula¬ 
tion. 

A management aiming solely at serving 
themselves. 

Exorbitant salaries for leading officials. 
The telegraph a millionaire machine. 

Universal discontent. 

Private monopoly. 


We do not need to imitate England's mistakes— 

In paying too much for old lines; 

In allowing the telephone to remain so largely in private hands; 

In serving the press below cost; 

In giving the railways a vast service every year for nothing; 

In leaving the telegraph debt to hang like a millstone around (he neck of 
the department, instead of paying it off from the postal profits or other 
public funds; 

In charging new construction against current income. 

But we may well imitate her energetic adoption of a needful reform, her 
economies, her progressive administration, her care for the welfare of labor, her 
public spirit in this matter of the telegraph. 

Now, m regard to our own telegraph system. I will take up first the matter of 
watered stock or inflated capital, and the question of rates. 

First, in regard to the stock. The National Board of Trade some years ago 
made a summary, which I can supply in detail if you like. The result was this: 
That $00,000,000 of stock represented less than $10,000,000 of actual value which 
had been issued in the building up of the Western Union; and something like 
$35,000,000 of stock, largely stock dividends, which we ciyi not analyze and can 
not tell just how much is solid and what is not. 

Tiie highest estimate I have seen in any of the legislative investigations as to 
the actual amount of money paid in by the stockholders into the companies that 
formed the Western Union is $10,000,000. The plant has been built up out of 
earnings very largely, arid money secured on bonds, and by the issue of stock to 
some extent. I presume. 

The railroad commissioners of North Carolina 3 years ago (1897) made an exten¬ 
sive examination and came to the conclusion that about $5,000,000 was the actual 
value of the Western Union plant above the bonds. The stock at that time was 
about $97,000,000, which would leave $92,000,000 of water—about 18 of water to 1 
of solid. 

I sent circulars to all the States and got a good many replies, which gave the 
assessed value per milo of line and per mile of wire, and so on; and I also gathered 
together the statements put out in the Western Union reports, and in the various 
hearings by their officials. Combining all the evidence it appeared that the plant 
could be duplicated for 20 to 25 millions, or at the very outside $80,000,000. That 
was 4 years ago when I made that investigation. The data on which my estimate 
was based and the statements of the National Board of Trade may be found in the 
Arena for March, 1896. and in chapter 111 of the Telegraph Monopoly,Equity 
Series (1520 Chestnut street, Philadelphia). 

Since my estimate was made a careful investigation has been made in Ohio 
which fully confirms my conclusions. Under the Nichols law in Ohio telegraph 
companies are taxed on a value ascertained by taking the same proportion of tne 
total market value of the capital stock that the lines in the State bear to the total 
lines of the company. The assessors took the market value of Western Union 
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stock, subtracted the real estate and the stocks and bonds of other companies 
held by them, and dividing the remainder by the total number of miles of line 
belonging to the company, found the assessable capitalization per mile of line to 
be $364. This gave $3,016,614 for the 8,273 miles of line in Ohio. As assessments 
in Ohio are at two-thirds value, the Western Union was assessed at $2,000,000. 
The company rebelled and took the matter into court, claiming that the law was 
unconstitutional and declaring that all its property in Ohio was not worth more 
than $647,000; that the average cost of the poles was $1.50, plus $1 more to put 
them up ready for wire; that the wire cost $17.50 per mile and stringing $4, and 
that the total cost was $10.8 per mile of line—poles, wire, stations, equipment, and 
everything. This would give (taking the company’s figures of 190,000 or 200,000 
miles of line, in round numbers) a total of $20,000,000 as the actual value of the 
whole system, if Ohio was a representative State, as to quality of the telegraph 
plant, and that supposition can not be very tar out of the way. So the evidence 
points very strongly at least to the broad conclusion that there is a good deal 
of inflated value in Western Union capitalization; just how much I would not 
like to say that I was sure, but a good deal. 

Now in regard to the rates: In this country the average receipts are about 31 
cents for a 10-word message, not including the address. In several countries of 
Europe the rates are very much less than that. For example, in England we 
have a 12-cent rate for 12 wonlh. and in France a 10-cent rate for 20 words. In 
Great Britain, however, and in France also, they include in that rate the address 
as part of the words counted; but the actual result on the average brings the 
telegraph rate in England below 15 cents, showing that the people are able to use 
the telegraph, even counting the address, to great advantage by cutting down the 
words so as to bring the communication within a very moderate limit. In Bel¬ 
gium the ordinary minimum charge is 10 cents (for 20 words) and in Germany 
12 cents, in Switzerland 12. Austria 11. and the United States 25 cents (for 10 
words and the address). 



Ordinary 0r ‘ lin <‘ r y 
rtt torn minimum 
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Average 
receipt 
per mes¬ 
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Great Britain 

France . 

Germany. . 
Belgium. . . 
Switzerland . 

Austria. 

United Stales. 


S' 

12 • . 

10 ' 
12 .. 
11 .. 


15i 
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This table was prepared in 1896 and revised about a year ago. The ordinary 
rate per added word in Great Britain was 1 cent, in France 1 cent, Germany 1$ 
cents, Belgium two-fifths of a cent, Switzerland one-half of a cent, Austria 1 cent, 
while in the United States the ordinary rate per added word is from 2 to 7 cents, 
according to the information given to me in the Western Union offices. 

Now, whether the rates are too high in this country or not is a question that may 
be < difficult, as we found the question of railroad rates was difficult yesterday. 
The Western Union officials in their testimony say, in the first place, that the dis¬ 
tances are so much greater—double distances, they say, in this country—an average 
of double the European distance. That, however, hardly seems to explain the dif¬ 
ference between 81 cents and 15 cents: because, if we take the total cost given in 
the Western Union reports for maintenance and reconstruction and divide that cost 
by the total number of messages, we find that the cost due to distance is not over 
3 cents a message, so that hair that cost, or the cost due to excess of distance as 
between this country and European countries, would be only about 1} cents, which 
of course would not account for the difference in rates. 

The Western Union officers introduced in their testimony tables purporting to 

show rates and distances in this country and Europe- 

Q. (By Mr. Phillips, interrupting ) Where would this testimony be given— 
at various places or iu the city of Washington?—A. In Washington, I think. It 
was a Congressional committee. The Western Union, in its endeavor to overcome 
the force or the tremendous fact that telegraph charges here are more than double 
the public telegraph rates of Europe, made tables of rates and charges to prove 
their assertion that the difference was a matter of distance. 
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Unfortunately for the Western Union, the WaBhburn committeeoonsnltad geog¬ 
raphies and telegraph maps and found that the length of telegraph routes between 
the cities of Europe was strangely minified in tne Western Union statement* 
while the distances between American cities were mysteriously larger than those 
set down in maps and geographies. Here are some examples: 


Dover. 

Plymouth . 

Paris. 

Reims. 

Hamburg.. 
Munich... . 

Berlin. 

Prague.. . 
Madrid .... 
Rome. . . 

Naples. 

St. Petersburg 


Telegraph distances, 


From Loudon to— 


Western 


Union 

Truth. 

statement. 


Miles. 

Miles. 

50 

82 

190 

210 

200 

318 

250 

400 

380 

556 

540 

800 

560 

722 

600 

958 

750 

1,225 

850 

1,349 

950 

1,510 

1,160 

1,800 


Not one single distance is correctly stated. It is necessary in nearly every case 
to add at least one-third and often more than one-half of the stated'distance to 
obtain the real distance. The sum of the stated distances was 15,72+ miles, and 
the sum of the real distances was 23,578 miles, or almost one-half more than the 
Western Union’s statement. To show the falsity of statements about American 
routes it was not even necessary to disturb the dust on the geography—the state¬ 
ment was its own refutation: for example, the distance from Memphis to Now 
York was placed at 2,001) miles, while in other tallies ot tile same Western Union 
testimony the distance was said to be 1,000 miles. Ho the distance from New 
York to Chicago was placed at 750 miles, and to Galena at 1,400 miles, though 
Galena is only ls,l miles from Chicago. Substituting the true distances in the 
comparison of telegraph charges in Europe and America, the committee obtained 
very different, results from those of the Western Union statement. The rates and 
distances from Paris to thirty-odd cities all over Europe were placed in one table; 
a similar table was made with Berlin as a center. For the United States a table 
was made of the rates and distances from Washington to thirty-odd of our chief 
cities having distances almost identical with those in the tables of Paris and Ber¬ 
lin. The conclusion of the committee from these tables, together with the cor¬ 
rected tables of the Western Union statement (rates and distances from Npw 
York to Cl American cities, and from London to 2!) cities m all parts of Europe, 
the cities in each table being chosen by the Western Union), was that thernfe 
per mile in Europe mm lees than half the rate per mile in America. And the rates 
compared were for internal traffic in the United States, and for international 
traffic in Europe. The cost of international communication is more than the cost 
of internal communication for an equal distance, because the receipts have to be 
divided among two or more nations, each of which desires nearly or quite as 
much return as for an internal message, and the division itself entails additional 
expenses of bookkeeping, etc. When internal raten in Europe are compared with 
internal rates in America, mile for mile, the contrast becomes more ijtaring than 
ever; the committee found that the rate, per mile in Eiu/land was less than one- 
third the rate per mile in the United States, and in France less than one-fourth of 
our rate , mile for mile. 

Q. (By Mr. A. L. Harkis.) When was that report made?—A. That report was 
in 1870. Afterwards Postmaster-General Creswell made an examination, and he 
came to a similar conclusion, that the rates per mile in this country were from 
H to + times higher than they were under the European public systems. 

Q. (By Mr. Phillips.) That was just the year that they talk over the telegraph 
in England, was it not? That report was made the year they became public 
property in England—1870?—A. Yes; that is correct. 

Q. Therefore it would compare them under private ownership, at least so far 
as England is concerned, with private ownership here?—A. No; at the beginning 
of 1870 the lines in England were taken over by the public and the rates were put 
down at once. It was the public system in England that our lines were compared 


















188 


INDUSTRIAL COMMISSION I—TRANSPORTATION. 


with. In Senate Report 577, part 2, p. 36, Senator Hill, of the Committee on Post- 
Office and Post Roaas- • • 

• Q. (By Mr. Farquhar.) What year was that?—A. I have not the year. He 
saiu to President Green, of the Western Union: “How can you say that your 
Bystem is cheaper when France sends 20 words 2,000 miles for 20 cents, and in 
several countries of Europe messages are sent for one-half a cent a word ? ” Presi¬ 
dent Green replied: “ When younnderstand that we pay more than twice as much 
to our operators as they do, and that material, except as to wood and coal, is 
higher, there is every reason why it should be higher nere.” You see he shifted 
his ground in two respects. lie had formerly claimed that rates were lower 
here than in Europe, and also that the excess of rates here was due to distance; 
now he claimed it was due to wages. 

Soon after. President Orton, of the Western Union, told the Washburn commit¬ 
tee practically the same thing, that salaries of operators in Europe were less than 
hair as much as the similar employees receive here. Immediately afterwards he 
gave a table which showod that the French telegraph employees below the grade of 
superintendent got an average salary of $430. and in the same speech he said that 
$2,000,000 was expended for labor by all the telegraph companies in the United 
States; and the committee found that the number of operators was 6,000, so that 
if the whole $2,000,000 went to operators they would only receive an average of 
$.383 instead of $8(50 as would be necessary to make good President Orton’s 
assertion. 

The Tenth Census, volume 4, gives the average salary of telegraph employees 
in Great Britain as $360, and it has since risen above $400. In Germany the aver¬ 
age was $300, and it is now stated as $146 in a recent. English work. The average 
for European countries was $320. That was in 1880. In 1883 the president of the 
Western Union told the Blair committee that. “ the aggregate salaries from presi¬ 
dent down are between 4 and 5 millions a year.” This was in the Senate investi¬ 
gation on labor and capital, volume I. page 001. He also stated that the number 
employed and paid by the Western Union Company was about 25,000. which 
would make the average salary $200 to the telegraph employee in this country. 
European telegraph wages are 60 per cent higher on these facts than telegraph 
wages here, while our wages in general, taking other industries into account, are 
50 per cent higher than in Europe. 

The Western Union officials also sav in their lestimony that the work done per 
employee is greater here; that the efficiency of labor here is greater; they say that 
it is double. The Tenth Census gives data which show that there were 1,370 mes¬ 
sages per employee here and 1,180 in Europe. That does not show “double” 
work here by any means, but comes nearer to the Western Union statement than 
might be expected by one familiar with tlu-ir methods. The larger number of 
messages here per employee is partly due to the longer hours, and to the selection 
only of the more populous districts through which to run Western wires, so that 
the assertion as to efficiency is not wholly to the credit of our system. Probably, 
however, our efficiency is somewhat greater even in the telegraph system in spite 
of the lower average pay. 

Bpt I would like to call attention to the fact that if, as on the Western Union 
testimony would be the case, the efficiency of their labor is twice as great as that 
of Europe and if, as investigations bring out clearly, the wages are found to be 
lower here on an average than in Europe, they ought to Ik* able, so far as wages 
are concerned, to furnish telegraph services at lower rates here than in Europe, 
more than balancing the difference in distance, which, as J said, was only a cent 
and a half, so that upon Western Union data they ought to make the rates here 
even lower than they are under the European system. 

In reply the Western Union is likely to say, and lias said—there is a deficit 
under the public systems of Europe. It is true that a deficit has appeared in 
Great Britain, but it has not appeared so far as I am able to ascertain in the other 
systems. The returns of the telegraph and telephone systems are merged, so it is 
not possible to tell certainly whether the telegraph alone makes a profit, but the 
two systems together do make a profit in Belgium, France, and Germany—a very 
material profit. 

The value of these Western Union statements may be estimated perhaps by 
recalling the fact that one of their presidents said that governments never made 
any profit on anything, whereas we know that Prussia is making $75,000,000 a 
year on her railway system, net profits turned into the treasury; the British post- 
office is turning in some $16,000,000, and many other countries are making large 
profits on their public industries. 

I would like to give here a conversation which occurred between the president 
of the Western Union, Dr. Green, and the Blair committee, and which will be 
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found in the Blair Report of 1885, Senate Committee on Education and Labor, 
volume 1, page 875: 

“ Q. What is it that causes the great disparity between your rates and the rates 
charged between England and the Continental countries? 

“ Green. I think a good deal of it grows out of the conducting of a commercial 
business by the government and the conducting of the same business by individual 
enterprise. 

“ G. Do you know of any other cause to which the difference can be attributed? 

“Green. No, sir; salaries are much lower there than here. They pay .much 
less for the service than we do. 

“ Q. Is the telegraph a source of revenue beyond expenses to the governments 
abroad? 

“ Green. I do not know of any government that has ever made any profit out 
of the telegraph." [Very extensive knowledge.] “ The British post-office system 
claim to be making about expenses, lmt they get large appropriations every year. 
They claim, however, that those appropriations are for the extension of the plant, 
the construction ot‘ new lines. 


“ 9* They must do much less business there than is done in this country in pro¬ 
portion? 

“Green. No. sir; they do a larger business in proportion to the amount of 
wires they have than we do m proportion to our wires. 

“ Q. Then, if they are doing a larger business with cheaper labor, and are 
receiving much bight r prices than you leeeive, why should they not make money? 

“Green. Well. I do not know why; but somehow governmental never make 
any money out of anything. 

“ Q. You state the tact as you understand it, but you do not feel called upon to 
account for it. 


“ Green. I do not feel called upon to account for it.’’ 

I do not think m all the history of cross-examination a witness was ever tangled 
up any more beautifully and brought to a clearer mhictio ad absurd urn than in 
that examination. 


Now, as to the deficit, in England. In the first, place England paid 4 times the 
fair value of the lines—an example which we ought not to follow; in the second 
place she pays high wages; and in the thiid place she has been burdened by great 
competition of the telephone; m the next place the Government is not aiming at 
profit at all, but at. the development of the country, as 1 said yesterday—the devel¬ 
opment of other industries, business in general, social intercourse, etc., and they 
get. even on the financial basis, very large returns—far greater than any experi¬ 
enced deficit—from the superior de\elopment of the industues of the'country 
through low rates. They have 2 telegrams per capita to I iu this country. 

Q. (By Mr. Phillips.) Please state whether they created a sinking fund and 
have liquidated the purchase money yet. or is it still bonded?—A. It is still a 
funded debt, still bonded. 1 think they made a mistake in that, in not using the 
great profits of the postal system, of which the telegraph is a part, to pay off the 
telegraph debt, and so release it from that burden. It is just as absurd, it seems 
to me, to keep that debt and turn in a large postal profit, as it would be to keep a 
debt on mail boxes or pneumatic tubes It is a part of the postal service and 
ought to be paid for with postal profits. 

There is another point. Telegraph experts in England told the inventor, P. B. 
Delaney, according to his testimony, that if the expenses were properly divided 
lietween the postal system and the telegraph—the mail system proper, I mean, 
and the telegraph—there would be no deficit, in syite of the tremendous interest 
on the overgrown debt. They say that the postal authorities are anxious to make 
a strong showing for the mail department as compared with former records and 
that they are not quite fair in the division of expenses. How Rlight a change 
would account for all the difference can be seen when it is stated that a 2 per cent 
variation in the division of expenses between the mail department and tne tele¬ 
graph would more than cover the deficit. The very low rates to the press, carry¬ 
ing large masses of press matter at 9 cents per 100 words, is another element that 
must be considered, and the free service to the railroads, so that in reality I do 
not think much weight can be placed on the English deficit. 

John Wanamaker in 1890 made some investigations, which he told me person¬ 
ally resulted in his judgment that a uniform 10-eent rate- 

Q. (Interrupting.) When he was Postmaster-General?—A. Yes. He told me a 
little while afterwards that his investigations had led him to believe that a uniform 
10-cent rate in this country with the postal system would lie remunerative and 
cover all cost. 
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We may see from the example of a little line between Milwaukee and Cmcago, 
put in some years ago, how excessive our rates are in some instances. That com¬ 
pany made at first a 10-cent rate, and paid back from 30 per cent to 40 per cent of 
the receipts to the patrons of the road after paying a large interest (7 per cent) 
on the capital. Subsequently they reduced their rate to 5 cents, or half-cent a 
word, and still paid back from 25 per cent to 40 per cent of the total receipts to the 
patrons of the company, although they had doubled their stock, making it half 
water. There is a vast.mass of facts which go to indicate that our rates are high; 
that is one of the most interesting perhaps. 

The treatment of labor by our telegraph system is, I think, one of the most 
objectionable features of the management. According to the testimony of tele¬ 
graph employees in various investigations and Congressional hearings, a sys¬ 
tematic policy of reducing wages has been pursued by the telegraph monopoly. 
They have put boys to work in the offices to learn the business, and then if the 
operator resigned or moved away or did not prove satisfactory, or if for any 
other reason nis office becamo vacant, they would offer the place to this young 
student or apprentice at $5 or $10 less than the salary formerly paid: and in that 
way and in other ways they have reduced the wage so that, according to the tes¬ 
timony, it was reduced 40 per cent from 1870 to 1883. 

The great strike of 1888 throughout our telegraph system was largely due to 
the low, wages and long hours. They asked for an increase of pay of 16 per 
cent and for 8-hour work, and no salary lower than $50. These requests, mod¬ 
erate as they were, were refused, and the great strike was fought out at a cost 
altogether of over $1,000,000, and after the strike, according to Western Union 
testimony, the result was that the company was able to get about one-third more 
work out of the men for the same pay. The hours of operators are in many cases 
very long, the work is very trying, and they are apt to be affected by consumption 
and other diseases—unable to continue many years under the strain. 

Q. You have no knowledge of how many are male employees or female?—A. 
No; I have not the difference. 

They also blacklist their employees, I understand from the workers, so that 
the man who meets with their disapproval is practically unable to get employ¬ 
ment in the country. They try to shut out the unions of the men, and they even 
deny them the privilege of petition. The men say that the leaders in presenting 
a joint request for amelioration of conditions, if found out, are almost sure to 
be discharged from employment. 

The pronts of the system may be realized from a couple of statements. Post¬ 
master-General Wanamaker in 1890 found that early investments in Western 
Union stock had received an average of 300 per cent cash dividends per year from 
1858 up to that time (1890). and 150 per cent a year in stock dividends besides. 
In 1858 the capital stock was $385,700. From 1858 to 1866 the stock dividends 
were $17,811,140 and the cash dividends $4,156,240, a total of $21,967,380. The 
annual earnings were $2,745,920. The cash dividends in that period were 100 per 
cent a year and the total dividends 700 per cent a year. These figures constitute 
another proof of high rates. Excessive profits prove that charges are exorbitant. 

Our telegraph facilities are not what they ought to be, because private monopoly 
naturally and necessarily limits itself to regions that will pay, whereas public 
ownership tries to give the whole people the benefit of the service. 

Poor service is very strongly bronght out sometimes by such experiences as 
these: Several cases are in evidence where persons before going on a railway 
trip have telegraphed to the friend they were going to visit that they were com¬ 
ing-telegraphed sometimes 2 or 3 hours before they started—and yet they have 
been able to travel hundreds of miles and get to their place of destination before 
the telegram. I recently had that sort of experience myself. I telegraphed from 
New York City to Philadelphia, and half an hour later I took a train and went to 
Philadelphia; half an hour after I got to the house my friend received the tele¬ 
gram saying I was coming. That is simply one of many illustrations that our 
service is not what it ought to be-. 

Professor Ely and former president Walker of the Institute of Technology, and 
many other men who have traveled extensively in Europe, have told me that the 
service in Germany and Great Britain was in their judgment greatly superior to 
our service except where speculative telegrams are concerned. Instead of being 
an advantage, that is in my judgment a fault of our system, that it discriminates 
in favor of speculative telegrams, even setting aside, according to the testimony, 
not only social messages, but Government business, and violating the law in so 
doing, in order that speculative messages shouldgo first. 

Postmaster-General Wanamaker accuses the Western Union of having.bought 
up and shelved, or'otherwise suppressed, 16 inventions, instead of giving the 
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country the benefit of every improvement, as a public system would be likely to 
do. Tne tendency of the private monopoly is to adopt only those inventions which 
improve the service and also increase present profits. If an invention, no matter 
how great the improvement may be, will make their present investment practi¬ 
cally valueless so that they will have to rebuild the system, they are apt to try to 
repress that invention and keep their capital intact until they can wear it out and 
get all the service out of it. 

The company goes into politics to a certain extent. It has distributed favors 
among various legislators and among Congressmen, and Western Union testi¬ 
mony is explicit ad to the benefits they have received. Long ago the president of 
the Western Union said: 

“The franks issued to Government officials constitute nearly a.third of the 
total complimentary business. The wires of the Western Union Company extend 
into 37 States and 5) Territories within the limits of the United States, and into 4 
of the British Provinces. In all of them our property is more or less subject to 
the action of the National. State, and municipal authorities, and the judicious 
use of complimentary franks among them has been the meaus} of saving to the 
company many times the money value of the free service performed.” (Western 
Union report of 1873. See also Wanamaker’s argument, p. 1(14; Postmaster- 
General CresweUs report, 1873, p.40.) 

The passage is constantly cited by writers and speakers dealing with the tele¬ 
graph, because of its astounding miture and implications. I have It on the authority 
of one of the most distinguished members ot the United States Senate that “ books 
of telegraph franks are tendered to every Senator and Member of Congress, and 
most of them accept the favor. ” The company confesses it has received large bene¬ 
fits from this distribution nf favors, and some of us have thought perhaps the 
reason Congress lias not. been more alive to this question and has not passed laws 
asked for by petitions, signed in some instances by as many as 800 ,000 voters and 
backed up by some of the strongest men in the country—that the reason maybe 
that they do not want to get rid of a system under which they can do their tele¬ 
phoning freo and come to a system where they would have to pay for their own 
private telegrams at any rate, and to a system under which they would get no 
profits on telegraph stock. Perhaps I am unjust to Congress; I hope I am. but it 
is a little difficult to see just what inlluence could withstand the enormous pres¬ 
sure of thought and business interests brought to bear by John Wanamaker, for 
example. He told me he was the most disappointed man in the country; he 
expected fully to pass his bill, but found he could not.' 

METHOD. 

Now, this question of method: A public plant may be secured in many cases, or in 
all cases, probably, without a dollar of taxation. This can 1 >e done in two or three 
w r ays. The Government may, in giving a franchise, put into it a clause that at 
the end ot the term—20 or 30 or 00 years—it shall become public property free of 
debt. That has been done in France and in Italy and to some extent in Germany 
and England, I believe. Another way is for the Government to issue bonds and 
pay off these bonds out of the earnings of the system, as is being done by.the rail¬ 
roads in Belgium. Germany, and Austria-IIungaiy. Another plan, which is espe¬ 
cially applicable to municipal monopolies, is for a group of citizens to advance the 
capital and make the plant a public one, but worked under a lease so that the 
operation is governed by the private parties and the city together—a copartner¬ 
ship—until the capital is paid for out of the earnings, at which time the system 
becomes completely public. This plan has been adopted in Springfield, Ill.—sub¬ 
stantially this method—-with the electric plant with very good results. 

A more serious question relates to the method of procedure in taking over a 
private plant or a part of it. and also the question as to construction or purchase. 

In reference to tne telegraph, I believe that a good method would be to begin by 
offering to purchase a few of the chief lines if the companies are willing to sell at 
a reasonable valuation; if not, the Government, under its constitutional power 
to build post-roads, should construct lines joining some of the main centers and 
gradually extend the lines, making reasonable rates, but not the lowest rates, not 
to cut the bottom out from under the company completely, simply to bring a little 
pressure to bear, and then do as the Prussian Government did with the railroads; 
say to. the company: “We will buy your.lines one after the other if you will put 
a reasonable price upon them; if not, we will annly competition and continue to 
construct, till you are ready to sell at reasonable figures what we may wish to 
biy.” 

In reference to the railroad system the same method might be adopted, but it 




-is more difficult on account of the great cost of new lines and the established 
Character of the present system. Therefore I believe the j >ractical plan there, when 
public sentiment is ready for public roads, will be to buy out one or two great 
systems—one great system, perhaps, from east to west—and then make reasonable 
rates and simple tariffs and gradually absorb the other systems on the same plan 
that Prussia did and as New Zealand is now doing. 

As steps preliminary to construction or purchase, investigation and publicity 
are of the utmost importance and every effort should be made to bring tne inner¬ 
most facts in regard to these great monopolies to the knowledge of the people. If 
a law could-be passed which would open the accounts of all corporations to pub¬ 
lic inspection, I think it would be of very great benefit; and if a competent expert 
could be sent out, some officer of the postal system, as was sent in Great Britain, 
or some man of acknowledged ability and impartiality could be sent to study 
other systems and our system and make a scientific colorless report—no propa¬ 
ganda matter in it whatever—in regard to the conditions of labor and service, and 
so on, in the railroad, telegraph, and telephone systems of various countries, I 
bdlieve it would be of great benefit, as it was in England. What we want is 
light; and with light I believe the public spirit of the people and the intelligence of 
our legislators can be relied on in the end to produce true results. 

Q. (By Mr. Clarke.) Before you recapitulate I would like to ask one or two 
questions. In Europe do the public-owned utilities set ariide a percentage of gross 
earnings for depreciation to provide for renewal of plant-?—A. It is just the same 
as with our private companies here—some do and some do not. In the Belgian 
and German systems they are very careful indeed to cover depreciation. In many 
of our own—take the Massachusetts companies, that l am most familiar with— 
very many of them do not, allow anything for depreciation at all, and it i8 the 
same way with some public plants. My experience is that the public plant is a 
little more apt to make provision for depreciation than the private monopoly. 

Q. You believd it should be done?—A. Certainly. 

Q. Now, in regard to the basis of capitalization on which you take over the 
properties of corporations, do you recognize that the securities of corporations are 
in the nature of a contract between the company and the holder of the security?— 
A. Yes; I am in favor of being very liberal on account of what I understand 
to be the doctrine of estoppel. The companies have in many cases violated not 
only law but common honesty in inflating their capital; in other instances the 
inflation is not morally reprehensible. In the first class of eases there is strong 
argument in favor of those who think that that sort of inflation should be cut out 
in spite of the fact that the stock and 1 Minds may have come into comparatively 
innocent hands. They say there is no such thing as an innocent purchaser now¬ 
adays, because everybody knows that these fraudulent stock issues have been 
made. I think, however, as thq change is to be made for the public benefit, the 
burden of the change should fall on the whole people who are to reap the benefit, 
and not on any class, especially as that class, however much to blame they may 
be, have been encouraged in their action by the silence, and acquiescence of the 
public. In a democracy it appears to me that if the people stand by and see a 
railroad issue stocks, and take no measures to prevent it, they ought to stand the 
consequences of that stock getting into the hands of men who buy it for good 
money in the open market. 

Q. Then it is your belief that any law enacted by Congress or a State legis¬ 
lature for making these corporate properties public utilities, should take into 
consideration the constitutional provision against impairing the obligations 
of contracts?—A. Certainly; but that is not the point I am dealing with. Ido not 
think our governments are bound legally to pay for inflated values. I place my 
argument upon the moral obligation of the people; as they have allowed this 
thing to go on they ought to share the consequences, and not shuffle them off now 
that they have got their eyes open a little more, and make these consequences fall 
on one class; but so far as the legal rights are concerned, I think the Government 
has a perfect right to build a line, and, in fact, it has been held by the Supreme 
Court of the United States that the Government has a right to build a bridge or 
railroad right alongside another, and take away its value completely, if they 
choose to, unless an exclusive franchise has been granted. We nave a right in 
that way, or by legislative regulation of rates, to squeeze the water and wind out 
of these overgrown capitalizations, but I am not in favor of doing that to any 
severe extent. I think we ought to stand the consequences of a system that we 
have ourselves permitted. 

Q. (By.Mr. A. L. Harris.) If a railroad company has $100,000,000 of common 
stock and that stock is only worth 20 per cent, you would merely undertake to 
nay the value of the stock and not the inflated value?—A. The market value. 
That is the rule of law, that we should pay the market value. 
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Q. That, then, would reduce the value of tho railroadB that the Government 
would have to pay much below the 11 or 12 billions of face capitalization'/— A. 
Yes. To make my idea a little clearer, let me go back to Vanderbilt's time. When 
he increased the Hudson stock, I believe a true public spirit would have prompted 
men to protest immediately in the courts and Wore the legislature and try to 
stop that thing before the stock got into the hands of innocent purchasers. If 
the people had done that and followed up that policy consistently. I believe they 
would have a good right to claim that they should buy the roads at their actual 
value, but as they did not do that and as practically the whole country by inac¬ 
tion has acquiesced in that system, it seems to me it is not fair to turn around and 
say: •' We have stood by and let you issue a lot of extra stock, and men have 
bought and paid for it, in many cases without means of knowing whether it 
represented value or not, but we've come to the conclusion, now that we want to 
buy the roads, that this won’t do, and we've determined to knock the bottom out 
of the whole thing and pay only actual value for the roads.” 

I disagree in that, however, with most of ray friends. Even Professor Bemis 
thinks I am too conservative on that point. He believes the water ought to be 
squeezed out. He advocated that the Boston and Albany should be purchased 
by the State at $27,000,000, as they had the right to do under the charter, although 
they had allowed a process of accretion to bring the capitalization to about 
$65,000,000. I do not think that would be fair. I think it would be wrong; we 
have a legal right to do it, but not a moral right. 

Mr. Phillips. Have you anything further to state, Professor, by way of con¬ 
clusion? 

The Witness. Only that I think the line of least resistance in industrial prog¬ 
ress in this country at the present time is to work for public ownership and the 
cooperative organization of municipal monopolies, such as electric light and street 
railways. The movement for municipal street cars is very strong in Detroit and 
in Chicago, and in some other cities there is a vigorous sentiment in favor of 
public telephone exchanges and such things as that. I do not think it is advis¬ 
able that national railways should be attempted until the growth of sentiment in 
this country is very much stronger in favor of it, which constitutes a powerful 
reason for putting forth every effort to enlighten the people upon the enormous 
benefits of a well-managed system of public railways in ordor that we may develop 
as soon as possible the conditions that will make it wise to establish public owner¬ 
ship and operation of our railroads. On the other hand, I do not see anv reason 
why the manifest duty of Congress, under the Constitution, to provide the best 
means for transmission of intelligence should not at once result in taking the 
first steps toward the establishment of a system of postal telegraph and telephone 
communication. 

(Testimony closed.) 


Washington, D. C., March .1, 1001. 

TESTIMONY OF ME. ALBERT B. CHANDLER, 

Of the Postal Telegraph Company, No. 25.3 Broadway, New York. 

° OI P“>is8ion Jp 6 * a * 11.82 a. m., Mr. Farquhar presiding. At that time 
Mr, Albert B. Chandler,of the Postal Telegraph Company, appeared as a witness, 
and, being duly sworn, testified as follows; 

Y (By Mr. Farquhar.) You will please give yonr name and address and offi¬ 
cial position to the stenographer.—A. Albert B. Chandler, No. 253 Broadway, 
New York. I have been president of the Postal Telegraph Company for 15 years, 
and am now chairman of the board of directors. 

Q. (By Mr. Clarke.) Will you please give us a concise history of the organi¬ 
zation and development of the Postal Telegraph-Cable Company?—A. The Postal 
ielegraph-Cable Company is a reorganization of the original Postal Telegraph 
Company, and has been 15 years under its present organization and management. 

m. You may give, if you please, a statement as to whether or not any other 
companies entered into it.—A. In its development it has acquired quite a number 
egraph companies that had been built up between the years 1880 and 
1 n P ro P6 r ty is chiefly of its own construction. 

Q. Were those other companies local, or did they aim to do and undertake to 
do a general telegraph business?—A. Several of them were of sufficient extent to 
say that they were doing a general telegraph business, but they were all local— 
that is, none of them were extensive, none of them covered any considerable por¬ 
tion of the country. 

16a-13 



m 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


Q. When were the Postal Telegraph Company and the Commercial Cable Com¬ 
pany united?—A, They have from the first fwen in very close alliance, under con¬ 
tracts of connection, They have been substantially one property since January, 

Q. We shall be pleased to have yon give the capitalization of the company in 
bonds or stock, if both classes of securities have been issued, and also its mileage, 
number of offices, number of employees, etc.—A. The capital stock of the Postal 
Company was, at the time of the acquisition of the property by the Commercial 
Cable Company, ezchanged for bonds of the Cable Company. The Postal Com¬ 
pany has never issued any bonds; that is, the present Postal Company. What we 
term the land-line portion of the property is now represented by the bonds issued 
by the Cable Company in exchange for $30,000,000 of stock that had teen issued 
previously and for property since acquired. The total amount is $20,000,000. 

Q. That is, of bonds?—A. Yes, sir. 

Q. (By Mr. Farquhar.) Is the whole capital stock in bonds?—A. Yes. Onthe 
land-imn properties there are no shares of stock outstanding, excepting that the 
land-line system consists of nearly 40 different corporations, and in many of these 
corporations the entire capital stock is not owned by the Postal Telegraph-Cable 
Company, nor by the Commercial Cable Company. 

Q. In what shape is the capitalization of the 'Cable Company?—A. That is in 
stock. 

(J. Do you include that stock in your $20,000,000?—A. No, I would like to be 
excused from answering for the Cable Company in respect to any of its affairs, for 
the reason that the organization is absolutely separate from the land lines. It is 
a trans-Atlantic property, and although its business is closely related to the land¬ 
line business, any inquiry made respecting it should be made of an officer repre¬ 
senting that company. 

Q. What interest do the bonds carry?—A. Four per cent. 

Q. Can you state anything with respect to your dividends?—A. The Postal 
Company earned and paid 4 per cent dividends previous to the sale of its property 
for a comparatively short time, and it has earned the interest that has been paid 
by the cable company on the bonds since. 

Q. Have yon any sinking fund in connection with it?—A. No. 

Q. Have you a cumulative feature in your interest bearing?—A. We have not, 

Q. Any debenture bonds?—A. No; the bonds are mortgage bonds. 

Q. Do these bonds cover simply the whole property, or do they also cover fran¬ 
chises or patents?—A, They cover whatever the company has acquired, and the 
company's acquisitions have been not only in physical properties, but in fran¬ 
chises, patents, and a variety of requisites for carrying on the telegraph business 
that have cost money. 

Q. Your bonds cover what you might call good will or the working franchises 
of your company?-A. Yea; they cover everything that belongs to the company. 

Q. (By Mr. Farquhar). Is this alliance with the Cable Company in the form of 
contracts or in material and ownership of lines, or is it simply in control of it?— 
A. It is simply in control of it. 

Q. Have you used the surplus earnings of your company in extending yonr 
lines?—A. kes. Our surplus earnings have been used in part to build up the 
system. The company did not begin the payment of dividends until April, 1896. 
It is impracticable now for us to ascertain accurately the amount of surplus 
earnings that have gone into the property. 

Mr. Farquhar. It would be interesting to know how much surplus earnings 
have entered into the extensions. It would save people afterwards thinking there 
was a covering in the matter that had not been brought out by the commission 
itself, and from yonr annual reports it would be easy to summarize how much 
surplus went into extension. 

Q. (By Mr. Clarke.) In brief, was the company paying dividends when you 
became connected with it?—A. Very far from it. It was operated at very heavy 
loss. 

Q. What is the present extent of the property and amount of business being 
done?—At the close of last year our mileage, poles and cables, not including the 
Atlantic cables, was 26,042 miles, and the wire mileage, 169,286; the number of 
offices, 2,781. Thenumberof meesagestransmittedlast year was 16,528,444. This 
refers only to the property of the Postal Telegraph-Cable Company, and does not 
refer to its Canadian connections or any other of its connections, nor to the 
cable service. 

Q. (By Mr. Clarke.) Can you give the average rates per message?—A. The 
day rates for messages of 10 words, exclusive of date, address, and signature, 
range from 20 cents, applying locally in a few cities, to $1, applying between the 
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extremes of the Atlantic and Pacific coasts. The average amount received per 
message by che Postal Company during the year 1900 was 34.2 cents. 

Q. (By Representative Otjen.) Can you give States or localities in which your 
lines operate?—A. We cover the country pretty fully from Maine to Oregon and 
California. 

Q. It would be substantially correct if you said you covered the whole United 
States?—A. Almost all of the commercial centers ot the United States are reached 
by our system now. There is no very considerable city that is not in communi¬ 
cation with us, and our business may properly be said to be interstate business. 
I do not mean that there is not a great deal of local business within the States; 
what I mean is, all offices accept business for any State. 

Q. (By Mr. Clarke.) Is your business competitive in all these places with the 
Western Union?—A. No. We have a good many offices at places where the 
Western Union has none; that company has a great many more offices at places 
where we have none. In the whole system, including Canadian lines and all 
others with which we “ check direct,” as telegraphers say (we check direct with 
offices that are not our own under contract relations, and tliey check direct with 
us), thero is no transfer point at which business and tolls are divided, and mes¬ 
sages go through as on one line, yet there is a division of tolls out of our whole 
system reckoned in that way which adds largely to our number of offices. There 
are a little over a thousand offices that are not* reached by Western Union lines. 

Q. In places where both companies have offices is your business competitive?— 
A. It is essentially so. 

Q. Have you any understanding or agreement with your competitors in regard 
to a division of business or in regard to the method or conducting business?—A. 
We have no agreement or understanding with the Western Union Company with 
reference to any division of business. They have no interest in our company, its 
property, or its business, and we have no interest in theirs; but we have an under¬ 
standing with them respecting rates and respecting certain methods of competi¬ 
tion, the giving of rebates, and things of that kind, that are equivalent to paying 
for the obtaining of business. We aim to put an end to that form of wasteful 
competition. 

Q. What had been the practice concerning rebates and other forms of cutting 
prior to this agreement?—A. Such methods had prevailed to a very large extent 
previous to 1888, to a very injurious extent to all concerned. At the time such 
understanding was had a large number of rates were reduced, long-distance rates 
particularly, and the very low rates—10, 15, and 20-cent rates—that had been 
established by the various smaller competing companies were done away with, 
it having been well ascertained that the more business done on that basis the 
worse for the doer of it. 

Q. Who had been the principal beneficiaries of the cutting, or the rebate, or 
whatever form the competition took?—A. The commercial public, chiefly. Of 
course the general public benefited to a certain extent, but large commercial 
houses were the chief beneficiaries of that system of conducting business. 

Q. Were they generally commercial houses or brokerage houses?—A. Both, and 
under the system of rebates the meanest would get the largest favor. That may 
not be a very graceful way of putting it, but it is a fact. 

Q. That is to say, the man who was most enterprising in pushing for the 
reduction?—A. The one who insisted on having the largest rebate that could be 
allowed, or else he was “ going to give his business to the other company.” 

Q. Since this understanding all that has been done away with?—A. Practically 
all. It is not the intention of either company to allow anything of that kind to 
happen. 

Q. Thereby a small customer is as cheaply served as a large customer?—A. 
Just the same, and that is a point which perhaps people not acquainted with 
the telegraph business might understand by an explanation better than they can 
if they never have given it any thought. It is not exactly like carrying letters 
or carrying freight, by which you can carry a car approximately at the same 
price as you can carry half a car, but in the transmission of telegrams the facili¬ 
ties are used exactly alike, for every message of equal length takes exactly as 
much time of the operating service and as much use of the line as every other mes¬ 
sage of equal length. There is a limit to the capacity of wires, and carrying 
messages, therefore, is not the same as carrying on a business on the plan of 
wholesale and retail, which has been often urged. 

Q. In this connection, concerning unfair advantages, I would like to inquire 
to what extent the free-frank privilege prevails in your company.—A. To a much 
less degree than has been true of other companies, and still it prevails to a con¬ 
siderable extent in our company—unfortunately, to a growing extent. The nuin- 
ber ol people who like to avail themselves of that privilege grows with every 
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year. Originally franks were only given in our service under contract relations 
involving reciprocal service. They are now given in case of quite a good many 
public men who think they are entitled to the free privilege. I do not know why, 
but they seem to think so. 

Q. Do you give franks voluntarily or only when they are asked for?—A. I do 
not think I can answer that question by saying that either is true in every 
instance. In the main, our franking privilege is extendea upon application. 

Q. (By Mr. A. L. Harris.) When you say you give franks to public men. do 
you mean members of State legislatures?—A. They are about as eager as anybody 
else in their pursuit of franks. 

Q. (By Mr. Farquhar.) Is the franking privilege usually extended to members 
of Congress?—A. For quite a good many years the Postal Company never issued 
a frank to a member of Congress because he was a member of Congress. There 
were some members who were connected with railroad service or with some 
other business with which we had reciprocal relations which entitled them to free 
service. At present, perhaps under the necessity of meeting our great com¬ 
petitor, as miichas for any other reason, and on account of applications, for another 
reason, there are quite a large number of members of Congress who hold franks 
of the Postal Company. 

Q. Does the privilege extend down to members of municipalities, aldermen, 
mayors, and judges of the courts?—A. To a considerable extent; not everywhere; 
not to all, but to a considerable extent. 

Q. (By Mr..CLARKE,) Do you have to get franchises or privileges from cities 
or towns for the erection of poles, etc.?—A. Yes. It is now, I think I may say 
universal, that in going through any city or town we have to acquire a franchise. 
Of course we always had to obtain a right of way; but now it is the practice to 
require a formal franchise in every incorporated city or village, for they under¬ 
take the regulation of telegraph alfairsto a greater or less extent. We claim that 
under the post-road act of Congress of 180(1, and the amendments thereto, a 
municipality can not prevent our erecting poles and wires in the cities, but can 
only regulate the construction. Practically, however, the difficulty of obtaining 
an ordinance from the municipality for the construction of our lines is as great 
as though we obtained an entire franchise from the municipality. 

Q. Do you have to pay for these contracts, franchises, or privileges?—A. The 
manner of acqniiing them varies about as much as the number of places we go 
through. Hardly two are alike, and in one way or another they have to be paid 
for. Our preference is to pay a reasonable concession to the city government; 
that is the preferable way of dealing with it, and let that end it. 

Q. But does that end it?—A. Unfortunately, it does not always end it. 

Q. Do members of the city government have to be seen personally?—A. I have 
never seen any of them personally, sir, and I do not know; not in the way you 
use the word “ seen. 1 ’ 

Q. I used the word in a perfectly innocent sense—whether they had to be con¬ 
versed with in order to get their consent to hold a meeting, to pass a vote, or any¬ 
thing of that sort.—A, It is very common to make our wants known and to 
explain our purpose and the extent of our use of the public highways or other 
privileges, and make it understood that we are trying to do good and not harm, 
and are willing to pay what is reasonable, right,, and proper to the municipality 
for it. We endeavor always to remove all reasonable objections to our extension, 
to place our polos where the city engineer or city officers desire them to be placed, 
and generally put ourselves in accord with the city authorities. We can’t always 
do the business with such harmony and under such conditions as we would like to. 

Q. (By Bepresentative Otjen.) Do you meet with any opposition coming from 
the competing companies? I mean in obtaining franchises through municipali¬ 
ties.—A. Sometimes we have done so. I can hardly say that at the present time 
there is any opposition of that kind, unless there should be some question partic¬ 
ularly interfering with their own route. There has been some conflict in regard 
to interference with each other's lines, but we take good caTe to avoid all conflict 
of that kind, and it rarely happens any more. 

Q. (By Mr. Clarke.) Do yon keep any account in your company of the busi¬ 
ness value of the franks that you give?—A. Yes. 

Q. Are they given in such a way that you know exactly how much you are out 
of pocket by means of that or how much they favor the man who receives them?— 
A Yes. The account is not as accurately kept as that of paid messages, but it is 
intendsd to be a substantially accurate account. Our franks that we call com¬ 
plimentary are issued in the form of bookB of stamps, something after the style 
of the postage stamp, each stamp covering a message of 20 words or less, and an 
additional stamp for additional words. We have certain franks that are issued 
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in the form of cards for some special reason, chiefly to railroad officers, and of 
these an account is also kept. I am happy to say that a large proportion of people 
using our franks treat them very reasonably and fairly. Sometimes people like 
to telegraph on trifling affairs and send very long messages when perhaps letters 
ought to be sent 

Q. (By Representative Otjkn.) Yon spoke of giving franks to public men, 
public officials; do yon also give franks to people doing private business not in a 
public line?—A. To a very limited extent; that is done as a matter of reciprocity; 
sometimes in payment of rent, sometimes in payment for pole privileges, rights 
of way, and other thinp of that sort. Sometimes we pay for what we acquire by 
the issue of franks instead of by paying money. 

Q. (By Mr. Kennedy.) Do you give them to editors of daily newspapers or 
tbeir representatives?—A. Newspaper correspondents and newspaper proprietors 
to a very considerable extent have the franking privilege. 

Q. (By Mr. Clarke. ) They also have a special press rate for news messages?— 
A. Yes, their rate is different from the commercial rate, but the rates are alike 
for like service. There are several classes of newspaper service, and the rates are 
uniform for each class of service. 

Q. On what principle are those franks extended to newspaper men?—A. They 
are constantly with ns. It is a matter of accommodation; it is a privilege that 
has grown up by long years of practice, and in the main I think is discreetly 
used. 

Q. Do you give franks to other large customers?—A. No. not for the purpose of 
securing their business. That is another evil like rebating; that would be simply 
another form of rebating; we do not undertake to do that. 

Q. Is it on the principle that the representatives ot the press are in a sense 
public men that franks are given them?—A. Hardly that, A good many of them 
are old telegraphers; a good many of them have been personal friends of the offi¬ 
cers, and they come in contact with us in a different way from what the general 
public do. The practice has grown up from a very early day. I do not know 
that I can give you any better reason. 

Q. (By Representative Otjen.) Do I understand you that these franks are con¬ 
fined to messages concerning private or social affairs, or do you give franks to 
papers whereby they may transmit news connected with the paper?—A. There are 
business franks issued for business purposes and as a way of paying for rights 
and privileges and benefits. The complimentary franks are for personal and 
social messages. 

Q. But do I understand you that yon give franks to newspaper men which 
enable them to transmit news to the papers?-A. No; we do not. 

Q. News messages are paid for?—A. They are paid for at newspaper rates, 
special rates, or whatever the rate is, according to the class of service that is 
performed. 

Q. (By Mr. Kennedy.) I would like to ask how that rate to newspapers com¬ 
pares with the rate that is given to the commercial public and the public gener¬ 
ally?—A. It is a much lower rate. 

Q. How much lower?—A. That differs according to the circumstances of the 
case and the distance and number of papers served. For instance, in many cases 
a jpeat many papers are served by one sending and distributed to 20 or 30 
different places, and of course a service of that kind is not comparable with 
service of one delivery at each place. It is not comparable with ordinary com¬ 
mercial service. 

Q. Is it not less than one-half the rate given to the business public?—A. There 
are several classes of newspaper rates. The lowest applies to dispatches filed by 
a press association, to be delivered at 5 or more places at one sending. On such 
the rate to each paper may in some cases be as low as one-fifth of a cent a word. 
Rates on newspaper specials vary from a quarter of a cent a word on matter 
transmitted at night, between comparatively near points, and one-half a cent per 
word for the same service transmitted during the day, to 1} cents per word for 
night and 81 cents per word for day service between distant points. 

Q. (By Mr. Clarke.) In your opinion as a financial manager of a telegraph 
line, could the franking system he dispensed with without any injury to the com¬ 
pany as well as to the public?—A. In our company the franking business is not so 
serious an item as to he a great factor either way. As a matter of individual 
judgment, if the whole franking privileges of telegraphs and railroads could be 
done away with, and everybody bo induced to pay his own way, I should lie glad 
to see it done; but under the conditions existing it does not seem likely to be 
accomplished. 
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Q. (By Mr. Farquhar. ) By abolishing franks on telegraphs and on railroads, 
would the general public gain anything by cheaper rates?—A. So far as our com¬ 
pany is concerned, the franking is not a sufficient factor in the occupancy of our 
wires to have any perceptible effect that way. I think I can say that with cer¬ 
tainty. 

Q. So it just stands in the relation of a privilege to certain favored parties?— 
A. Yes. 

Q. And financially you would not say it would bo any benefit to the general 
public to have it abolished?—A. I do not see that it would make it possible for 
the public rates to be reduced. 

(By Mr. Clarke.) Since you had this understanding with the Western 
Union Company in regard to conducting business has there been any increase in 
the rates to the public?—A. There has been no increase in rates to the public, 
except, as I stated in the first instance, that there were certain low rates done 
away with, but there was a much larger number of rates that were reduced at 
the time that understanding was hau, particularly the rates between distant 
points. It had been ascertained that to undertake to conduct a telegraph busi¬ 
ness at 10,15, and 20 cent rates was an absolute loss, and those rates were done 
away with. 

Q. Is it your opinion, therefore, that the understanding has resulted in a benefit 
to the public as well as to the companies?—A. It has resulted in a very decided 
benefit to the public, in this way. That every man engaged in a business and doing 
a certain part of his business by telegraph knows that he has just the same rates 
that his competitor has in liis line of business, and that no one has an advantage 
over another one, and there has been very much less complaint of rates on the 
part of the commercial public; since it was known and understood that uniform 
rates were established than was true when every man thought he could get an 
advantage over his fellow if ho would only insist upon it. 

Q. Then, it is your opinion, founded upon your experience, that the public 
would be benefited if all discriminations in the transmission of intelligence or the 
transportation of goods could be dispensed with?—A. That is a very broad sub¬ 
ject. I should be glad to see the whole franking privilege done away with; but 
while it prevails in one direction it is almost impossible that it should not be 
extended in other directions, and I think it is perhaps a utopian idea to suggest 
that the whole franking privilege could be done away with. 

Q. Have there been any serious complaints on the part of customeis who for¬ 
merly had cut rates since you entered into this understanding to maintain 
rates?—A. Not since they have come to know that it is an absolute fact and that 
there is no means of getting around it. Everybody is well contented. At the 
outset they were rather loath to believe that it was true—that this advantage was 
not still obtained by competitors. 

Q. They all seemed willing to pay if others were to pay?—A. Yes; recognizing 
that the rates for telegraph service are now very low—much lower than they were 
before. The tendency all the time is toward lower rates, extending the system of 
low rates to remoter points. 

Q. Do you have any arrangement with the Western Union Company for trans¬ 
mitting your messages.over their lines to places where your lines do not run?— 
A. No. 

Q. You do not accept messages oxcept where you have facilities for carrying 
the intelligence?—A. Wo do not undertake to accept business for any places 
not reached by us. If a customer comes to us and offers a, message for a 
Western Union point, we do in some cases accept the service as his messenger to 
take it to the Western Union office, and pay for it just as he would. We are in that 
case simply the messenger of the customer to take the message to the Western 
Union office. That is not a business which wo undertake to do except for the 
convenience of our customers. 

Q. In cities do you telegraph his message to their office, or do you send it by 
messenger?—A. Send it by messenger. We have no means of connecting by wire 
with W3stern Union offices. 

Q. (By Mr. Litciiman.) Is there a community of interest between your com¬ 
pany and the Western Union?—A. No, except as I have explained to you. The 
only community of interest is that both recognize that rebates, excessively low 
rates, and things of that kind can not be afforded, and both companies have 
abandoned them. 

Q. I have seen it stated in the public press that there was an understanding 
between managers of the two companies which resulted in the operation of them 
practically as one company.—A. I have found it best not to believe everything 
that is in the newspapers. The statement you mention is not true. 
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Q. (Bv Mr. Cl'aeke.) In what relations do yon stand to railroad companies 
along whose lines your lines run?—A. We have contract relations with but very 
few railroad companies. We own lines on a few railroads, and we have contract 
relations in a limited sense on a few others, and we perform reciprocal service for 
a few railroads that, we have no contract relations with, as a matter of mutual 
convenience and out of courtesy; but our relations with railroads are limited. 

Q. Are any railroad station agents agents for your company?—A. In the cases 
of a few railroads. The railroad contracts apply to the Western Union Company 
chiefly under old-time conditions, when the railways apd telegraphs were being 
built up in the early days. 

Q. Have yon any contracts with railroads which give them business preference 
over that of the public?—A. There are usually on railway routes certain wires 
assigned to railway purposes, of which the railway companies have exclusive use, 
and they give preference to messages referring to the movement of trains. The 
intention is that commercial business should occupy Us own wires and the rail¬ 
road service occupy its own wires. 

Q. When there is an arrangement of that kind, are there other wires over which 
public business can he sent?—A. On railroad routes? 

Q. Yes—A. I do not know ot anyrailroad route—1 do not think of any now—I 
do not think there is any that has not commercial wires as well as railroad wires 
along the route. 

Q. Have yon ever received complaints from the public that their messages were 
neglected, or have you ever given as a reason for any delay in the transmission 
of a message that the railroad business had to take precedence?—A. I do not 
remember any such instance. 

Q. Have you in your telegraph experience, before yon became connected with 
this company, any knowledge that such a condition existed or had existed?—A. 
Undoubtedly in some cases during an interruption of lines or wires, railroad 
business has been carried by commercial wires to some extent. I do notromember 
ever to have had a complaint on the part of the public that business was delayed 
or injured by reason of that fact. In practice I know it has happened to a limited 
extent; m case of storms, for instance, when part of the wires were down and 
business was compelled to he done on a single wire or two wires, and the move¬ 
ment of trains requiring the use of wires, the commercial business has had to 
wait. That is a rare occurrence. 

<^. One witness before us testified that he sent a dispatch from New York to 
Philadelphia and that he arrived at Philadelphia that day, and when lie arrived 
he found his dispatch had not been delivered, and that it came in long after lie 
lmd arrived. How can you account for such delay between two such cities, where 
the telegraph facilities ought to be very ample?—A. That might lie accounted for 
in a great number of ways. Tlio message might, have lain in the Philadelphia 
office through some oversight for a long enough time for a train to go from New 
York to Philadelphia before anybody discovered it. Such accidents do happen 
sometimes. There might have been such an interruption of lines over the par¬ 
ticular route where the message was assigned that it was delayed. There are a 
good many ways of accounting for the delay. In every case of complaint of that 
kind we have to investigate and find out exactly what did happen to the message. 

Q. (By Mr. Fakquhar.) Have you any rule of precedence in respect to dis¬ 
patches that Government business shall go first, for instance, and railroad busi¬ 
ness next, brokerage business next, and the public next?—A. No: there is no such 
regulation. Just as you stated. Government business under the law is entitled to 
go first. There is no other regulation or order of business except such as might 
be instituted bv a chief operator for an emergency on account of the condition of 
wires. There is no general rule on that subject. 

Q. Are the stock and brokerage dispatches liable to get the right of way over 
ordinary business?—A. A very large proportion of stock exchange and brokerage 
business is done over wires that are assigned to that purpose; that is, they are 
leased But there is no arrangement or engagement on the part of our company 
that such messages shall have precedence over those of any other persons. 

Q. Can brokerage companies leases wire as cheaply as a newspaper?—A. That 
depends on conditions—on the extent of the service to be done and the connec¬ 
tions to be made. What we aim at is to provide a uniform rate between stated 
points under equal conditions. The rates are uniform to that extent; but that 
there is no difference in rates under any any circumstances I would not say. 
When there is any difference, there is a business reason for it. 

Q. When brokers advertise their own wire, is there more than one broker on the 
liner—A. Sometimes; sometimes several brokers lease a wire, and they each have 
their own operator and connection and they take care of the operating service 
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altogether. The telegraph company simply furnishes the wire and battery and 
keeps them in order, and the brokers carry on the business themselves, 

Q. Both for the sending and receiving end they have their own employees?— 
A. Yes. 

Q. (By Mr. Clarke.) How many people has your company in its employ?— 
A. Nearly 9,000. 

Q. Are they all of one sex or are both sexes employed?—A. We have a great 
many females employed as operators and clerks; not a large proportion of the 
whole, but still a good many. 

Q. What are the rates of wages paid?—A. The wages vary according to the 
work to be done, the nature of the work, and the service rendered in a variety of 
ways. The salaries of operators range from $25 to $85 per month, the average 
being about $60. The salaries of clerks average somewhat less. 

Q. Aie you able to Rtate in this connection whether or not wages are substan¬ 
tially at the same rates they were a few years ago, or have they been increased or 
decreased?—A. I think there has been little change in the rate of pay to telegraph 
operators either way, on an average, for the last 15 years. 

Q. Are you able to state in this connection how the wages compare with wag<’s 
for skilled labor in othei employments in the same places?—A. There are so m; ny 
different kinds of skilled labor that really bear no relation to the telegraph serv¬ 
ice that I could hardly answer that question intelligently. 

Q. Is your labor organized?—A. There has been quite a number of organiza¬ 
tions. I do not know whether there is an existing organization that is operative 
now. A number of organizations have been instituted and exercised for a time 
considerable influence but if there is any in existence now I do not know of it. 

Q. Is there any understanding between your company and the Western Union 
that each will not hire away the other’s help or take help from the other?—A. No. 

Q. Is it a matter of common practice that telegraphers go from one company 
to the other?—A. Sometimes. I think that is regulated altogether by supply and 
demand. 

Q. Have you had any labor difficulties recently?—A. Not recently. We have 
not had in our own company any difficulty of that kind. 

Q. Are your engagements made with your operators singly or through com¬ 
mittees?—A. Singly. 

Q. Do you inquire whether or not they belong to a union before you engage 
them?—A. No. 

Q. Do you know how the rates of wages paid by youi company compare with 
those of the Western Union?—A. I think tney are very nearly uniform for the 
same service. I do not know of any difference. There are several classes of 
operators. 

Q. Can you tell us about the hours of labor of your employees?—A. Yes; there 
are established hours for day and night service. In the principal cities 9 hours is 
accounted a day, and at night 7 hours. This varies somewhat in different locali¬ 
ties, and in the smaller offices and branch offices the hours of duty are arranged 
with reference to the necessities of the case. 

Q. Has your company kept abreast with the march of invention and brought 
into use the new ana useful devices in telegraphy?—A. It has endeavored to do so 
to the fullest extent. 

Q. It has been frequently asserted by the advocates of Government owner hip 
that it is not in the interest of private companies to take in new devices that 
would mean the displacement of the old, in which they have large investments, 
and that therefore tne service is not conducted in the most economical way or o 
the best advantage of the public. What have you to say to that?—A. That is 
not true so far as our company is concerned and so far as my experience got a. 
There has never been a time when we would not very gladly have avail d our¬ 
selves of anything that was a real improvement upon our manner of transmission 
or reception of messages, or otherwise in the conduct of the business. A great 
many so-called improvements have been presented which have had apparent 
advantages, but which, when brought into actual practice and into competition 
with appliances already existing, have been found wanting. 

Q. Have you studied the operation of the telegraph system of Europe under 
government control?—A. Only in a general way; not to such an extent as to 
make it competent for me to testify in respect to it. 

Q. Do you see any objection to the acquisition by the United States Govei n- 
ment of all the telegraph lines in this country, provider they are taken at a fair 
valuation? I mean, do you see any objection inherent to the business itself 
whereby the public would not be as well served as by the several companies?— 
A. I know or no reason why the Government might not conduct the business as 
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well as it can be done by corporations. Whether the Government would conduct 
it as well is another question. Judging from the excellence of the mail service 
and from the fact that the Government could conduct the business more cheaply, 
perhaps, in some respect® than corporations can, in the Post-Office Department, 
and in the absence of incentive to earn dividends, possibly it might be that the 
Government could carry on the telegraph business effectively to the satisfaction 
of the public. 

Q. Have you any knowledge that would justify you in expressing an opinion 
as to whether the European governmental ownership and control is successful 
from the point of view of public accommodation?—A. I can only state that on 
information and belief, because I have not come directly in contact with it. I 
know some of the officers of the telegraph in Great Britain, and I have had the 
testimony of business men who have traveled much abroad, and I believe that 
the business carried on by the Government there is generally quite acceptable to 
the public. It is not profitable to the Government, so far as I know. 

Q. Is it conducted for profit, or is the governing principle to render the public 
the most service?—A. I think the latter is true. 

Q. If this Government were to take over the telegraph systems, are you pre¬ 
pared to indicate what would be a proper basis of appraisal of the property?—A. 
That is too serious a question to answer ‘' off hand.” 

Q. It has often been said that the Western Union Company has been grossly 
overcapitalized. I will not ask you your opinion about that, but I will ask you 
if there is telegraph property which has cost money in the form of contracts, 
franchises, privileges, etc., which can not be classified as tangible property, either 
real nr personal?—A. Property of that kind entersvery largely into thete’egraph, 
and has not only cost money, but is indispensable to the conduct of the business. 

Q. Is it your opinion, then, that if the Government should over take over the 
properties, it ought, in justice and equity, to appraise such properties at a fair 
value?—A. i do not see how it could fail to do so if it proposes to do equity. The 
intangible properties as well as the telegraph lines have cost money not only, but 
they have cost large sums of money, and they have accomplihed a vast amount of 
good: they have made practicable the conduct of business that without them 
would not have been practicable. 

Q. Would the cost of reproducing lines and instruments and offices by any 
means measure the entire cost of the telegraph systems of the country?—A. No; 
it would come very far short of it. 

Q. If the Government were to acquire the properties, in yonr judgment as a 
practical telegraph man, should it be done by degrees or all at once?—A. It seems 
to me the wise course would be to exercise very great care and take all the time 
necessary for it, to have a very complete organization, and then have the change 
take place simultaneously. It seems to me that would involve the least interfer¬ 
ence with business and would be the best manner of proceeding, by all means. 

Q- Do you think it would be practicable to introduce the telegraph into many 
country post-offices and have both the mail service and the telegraph service per¬ 
formed by the same force?—A. I know of no rerson win- it might not be done. 

Q. If that could be done, would it result in a consideraole saving in the expense 
of operating the telegraph?—A. Undoubtedly so. 

Q. (By Bepresentative Bell. ) About what proportion of the Ir’siness does yonr 
company do m the United States?—A. The number of messages transmitted by 
our company last year was about one-fifth of the whole—a little more than one- 
fourth as many as the Western Union. 

Q. And the majority of your stations have competition?—A. Yes. 

y. With the Western Union?—A. Yes. 

Q. Now, where is the necessity of having two companies doing business at the 
same point?—A. We shall have to define the word '• necessity, 1 ’ I think. 

Q. Well, is it good economy?—A. Of course the business’conld be done more 
cheaply under one management; but the difficulty about, that has been hitherto, 
when the whole telegraph business has for a time been done under one manage¬ 
ment, that new competition has sprung up of a wasteful sort, and legislation has 
been instituted against telegraph interests. Public clamor has been raised against 
monopolies, and it has not so far been practicable to maintain a single service for 
any considerable time. 

Q. Does it not strike you as very expensive economy that we must burden a 
community with two lines in order to get a reasonable rate, or with two railroads, 
or a duplication of anything else in the same line? Is not that a waste, in your 
judgment?—A. It would seem unnecessary, and if we could reach a utopian con¬ 
dition of things it would be unnecessary. Business is no donbt better done under 
competition. 
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Q. Would not a strict Government regulation be more reasonable than to bur¬ 
den a community with a new line to reach the same purpose?—A. If the Govern¬ 
ment owned the entire property and carried on the whole business itself, for the 
benefit of the whole people, it might be done. 

Q. Could the business not be regulated by statute without taking the whole 
system?—A. If it should be regulated by statute, would it not be necessary to 
provide, in order to accomplish the economy, that there should be. for instance, 
only one office in a particular town? 

Q. I do not know that that is necessarily true; but it has always occurred to 
me that the idea that yon must bring in a parallel railroad or a parallel telegraph 
line in order to reduce the rates is a contradiction in itself, because the people 
must pay the expenses of both.—A. Hitherto the people have not been willing to 
rest—the commercial public have not been willing to rest—under a single manage¬ 
ment of the telegraph. 

Q. Has not that been because legislatures and Congress have neglected to thor¬ 
oughly regulate?—A. 1 can not say. The thorough regulation of the business 
under competitive conditions by Congress would be an exceedingly difficult mat¬ 
ter, I think, without doing serious in] us rice. 

Q. You think the better way would be Government ownership?—A. Govern¬ 
ment ownership would simplify the case very much. 

Q. In European countries my remembrance is that their rate is about a cent a 
word.—A. That depends; it is not universally so. In European countries the 
distances are very short in comparison with ours, and, besides, in European coun¬ 
tries every word is charged for. Here the rate is upon the message itself. The 
date, address, and signature are not paid tor. 

Q. Have you ever made a comparison to ascertain the proportion that part of 
the telegram we do not charge lor would be to the whole?—A. The computation 
has been made some years ago in answer to a committee of Congress, and the figures 
obtained at that time are in existence. We have not the telegraph tariff rates 
of European governments, and I can only say that 1 have repeatedly been informed, 
both by telegraph officers abroad and persons using the telegraph there, that, tak¬ 
ing into account the fact that all words arts charged for by for< ign governments, 
and that the distances within the limits of European countries are much less than 
in the United States, rates there are nowhere lower than here, and in case of mes¬ 
sages going from one country to another they are much higher. 

Q. I notice the reports state now that in the little country of New Zealand, that 
is now attracting so much attention, in each railroad station building they have 
a railroad station, a telephone station, a telegraph station, and a savings bank in 
the same building, under the same management. Do you think such an arrange¬ 
ment would be feasible in a country like this, where things are on so much larger 
a scale?—A. That is a great question; 1 would hardly feel myself competent to 
testify on that point. That is a degree of concentration that would depend so much 
upon local conditions that I think a man would have to be an expert in all those 
kinds of business, as well as a statesman and political economist, to decide it. 

Q. There would be no question but that you might distribute the offices in the 
same building?—A. Of course, for the public convenience, you c hn have those 
kinds of public service done m one central point. I think that could be so; but 
whether they could be done under one management just as well is a question I 
am not able to answer. I think that would have to be tried to be proved. 

Q. You spoke of your dividends being four per cent; is that upon the actual 
investment?—A. There are no dividends. The 4 per cent is the interest upon the 
bonds that were issued. 

Q. And do you figure the amount of your earnings that you put into extending 
lines, or is your 4 per cent beyond that.?—A. The 4 per cent is paid upon the 
$20,000,000 or bonds. Any earnings beyond that amount are invested in extensions 
and new construction. 

Q. How does the earning capacity of your land lines or of land lines generally 
compare with the earning capacity of your cable lines or of cable lines generally, 
taking into account the expenditure?—A. The Commercial Cable lines up to this 
time nave the advantage over the land lines. 

Q. Now, relative to your franks, is it not your judgment that for the good of 
the morals of both sides they should be prohibited? That is, are you or are you 
not driven to giving franks by men applying for them? Do you not think the 
prohibition, outside of the equality in the service, would help the public morals?— 
A. That is a moral question that might have many sides to it. 

Q. The frank is an incentive to the public man, is it not, to stretch his con¬ 
science a little in furnishing you facilities when you want to get into a munici¬ 
pality—to shirk his duty to you and to the public? And haven't you got to meet 
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the demand? It seems to me that it gets up a kind of rivalry.—A. I suppose 
public men Bhould be so strong that they are not to be influenced by such means. 

Q. (By Mr. Litchman.) Do you think these privileges would be given if it 
was not expected that a quid pro quo would lie rendered in return?—A. I think 
the principal feature of the franking privilege is reciprocity. 

Q. (By Representative Bell.) If it did not pay it would hardly be exercised, 
would it? It must be a benefit to the company?—A. It is one of the things that 
began with the business and lias continued the Barne as with the railway service. 

8. And the evil grows?—A. And it is a practice that grows. 

Q. The same way as the railway pass; the company itself seems to be unable to 
handle it. I suppose that your company or a railroad company would appreciate 
anyway that you could get out of it?—A. I have already expressed my individual 
judgment that it would be much better if there were no free privileges. I would 
inuch rather pay my own way than to have a pass, provided the rule could bo 
made universal. 

Representative Bell. I think the generality feel the same way. 

Q. (By Mr. Kennedy.) You said the tendency was to cheaper rates all the 
time. Can you say what the average reduction per word or per message of a 
given number of words has been in 10 or 15 years?—A. In 1880 the rate between 
the Atlai tic and Pacific coast was $1.50. It is now $1. Rates between many 
points of the Northern and Eastern States, to and from many others in the South¬ 
ern and Western States, in 1880 were 75 cents and $1. They have since been 
reduced to 50 cents and 00 cents, respectively. Many 50 and 00 cent rates of 15 
and 20 years ago have been reduced to 10 and 50 cents, and many rates of 40, 55, 
and 80 cents have been reduced to 80 and 85 cents, while the limits within which 
the lower rates apply have from time to time been extended. The tendency 
toward a reduction of rates of late years has been brought about largely from the 
disposition to reduce the number of different rates and to extend, for instance, 
the limits within which a rate shall be 25 cents, the limits within which it shall 
be 35 cents, and 40 cents, and 50 cents, until now the highest rate existing in this 
country is $l,aud comparatively little business is done at that rate; it is between 
extremes of the country. But there are much fewer rates than there were; they 
are getting toward uniformity. 

Q. (By Mr. Litchman.) Is the rate fixed on what is known abroad as the zone 
system?—A. Y'es; it is somewhat similar. It. is fixed through squares, as they aro 
termed. The whole country is districted into squares, and the rate is made from 
one square to another squat e, and the manner of arriving at it and giving instruc¬ 
tions is in that way. It is a method of simplifying the way of doing it. It is no 
small task to make a tariff from 20.000 offices to 20,000 offices, and there are more 
than 20,000 offices in telegraphic communication. 

Q. (By Representative Bell.) Yon spoke of your general agreement with the 
Western Union to avoid the cutting of rates. You do not mean by t hat that you 
put an unreasonable rate cm and thus destroy what the woild harps on so much 
as free and unobstructed competition?—A. We have sought to make the rates not 
only reasonable, hut just as low as the business could he well done for. We have 
tried not to interfere with the efficiency of service. 

Q. But at the same time you cut off competition?—A. Cutoff competition— 
you mean by the understanding? 

Q. By this understanding.—A. No; the competition is quite as sharp as ever. 

<J, That is, you do not compete on the power to reduce rates?—A. We do not 
compete by buying business. 

Q. It would not he buying business if your competitor would reduce the rates 
below you?—A, Yes; he buys the business by offering the difference between our 
rate and his. 

Q. Y 7 es; but that is competition itself.—A. I see. 

Q. And therefore you destroy this freecompetitiou?—A. That is simply destruc¬ 
tion. 

Q. I admit it, I admit it. and I do not believe in it myself.—A. That is destruc¬ 
tion. Let me show you how it operates. Of course, you do not need to he shown, 
but I want to explain it. One or the other has got to go under. Now, between 
the Western Union and the Postal, which are the principal telegraph factors in 
this country to-day, if the Western Union reduced the rate from here toNew York, 
which is now 25 cents, to 20 cents, the Postal Company would have to do that at least, 
and, if it were a question of getting the business—'' buying the goods,” as I claim— 
we would probably have to make ours 18 cents, and they would make theii'B 18 or 
17, and we would make ours 15 or 12 or 10. 

Q. Which would result in the survival of the strongest.—A. Certainly; it is 
inevitable. 
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Q. Is not that true in all business?—A, The law of gravitation is not any more 
certain. 

Q. And that the higher commercial instinct now is dispensing with unob¬ 
structed competition in every line of business?—A. It is the only way to properly 
protect invested capital. 

Q. Does not that also destroy the thoory that you make lower rates by bring¬ 
ing in competing lines largely?—A. No; I do not think so. If we bring in com¬ 
peting lines, it enables us to do business on bettor terms. It has done so in the 
past, when there were unite a number of lines brought in by one or the other of 
the larger companies. By removing that competition which has been wasteful 
in its nature, wo have been able to do the whole business cheaper than the whole 
business was done before. 

Q. And yet you had the died expenses of two companies?—A. When there are 
two. 

Q. The people bear the whole burden?—A. Yes. 

Q, It seems to me that that is a contradiction within itself—that two com¬ 
panies can do the business cheaper than one with all thobe fixed charges.—A. I 
have not said that two companies could do it cheaper than one. 

Q. I know; but the theory of the world is that you must have two companies, 
two railroadB, two telegraphs. I say that there must be a legislative regulation 
of the one so that it will not charge so much.—A. The telegraph is entirely dif¬ 
ferent from the railroad in this: The telegraph line represents comparatively a 
small investment in any particular locality, but it covers an enormous territory, 
extending throughout the whole country, and its service must be instant in order 
to be satisfactory. A great many people suppose that all that is necessary to do 
to get a telegram from here to San Francisco is simply to deposit it m the office 
hero and then as quick as that [snapping fingers] it is in San Francisco. It is 
impossible to do that. It is a very different service. It requires a series of con¬ 
nections, and separate repetitions for telegraph transmission between remote 
points. Telegraphic transmission is every letter by itself, every punctuation 
mark by itself. 

Q. Yes; I only refer to that because it presents the principle so strongly and 
gives it in all its grossness.—A. But you see there is a very distinct difference. 

Q. (By Mr. Kennedy.) You stated your number of miles to be how many?— 
A. Twenty-six thousand and forty-two miles of route. If we have 20 wires, and 
the distance is 40 miles, the wire'mileage in that case is 40 times 20. Our total 
wire mileage, as I stated, is 109,230. 

Q. Have you figures showing the first cost of putting up the telegraph per mile, 
and then the subsequent cost of stringing wires?—A. No; you might as well ask 
what it costs to build a house as what it costs to build a telegraph line. I have 
known very good single-wire telegraph lines to be built for $150 per mile, and I 
•have known single miles of telegraph to cost $10,000 under ground. In some sec¬ 
tions of the country the expenditures for poles and wires and transportation and 
all that sort of thing are comparatively light, and a line can be built across the 
country at comparatively small cost. In other sections it costs very heavily to 
build the same character of line by reason of transportation, scarcity of timber, 
etc. 

(j. Did the telegraph companies oppose the enactment of the law for putting the 
wires under ground in large cities and resist it?—A. I think there has been some 
change of sentiment on the part of the telegraph companies in respect to that, and 
that in the main the telegraph companies are rather desirous of putting their 
wires under ground under recent conditions in very thickly settled portions and 
the business portions of cities and towns. It is done to a very large extent now, 
and it lias many advantages to the telegraph companies as well as to the public. Of 
course it is a very expensive thing to do, and when it was undertaken to be done 
at the outset, and forced through regardless of consequences and regardless of 
method, and before methods had been worked out for the successful doing of it, 
there was a great deal of opposition on the part of the telegraph companies: but 
as methods have been devised for doing it successfully, and as municipalities have 
been more reasonable in their exactions, it has come to be done more generally. 

Q. (By Mr. A. L. Harris.) Is there any uniform rule for valuing telegraph 
property in different States for taxation?—A. No; I wish there were. 

Q. Generally, how do the different States get at the taxation now?—A. It is 
done in almost as many different ways as there are States. 

Q. Have you anything to recommend in the way of general legislation for the 
valuation and taxation of telegraph property?—A. it seems to me that the best way 
of arriving at the taxation of telegraph property would be to make a single assess¬ 
ment on the whole telegraph property withm a State, and then have the company 
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pay the tax to the State on the whole property and the State distribute it where 
it belongs. If that plan could be generally adopted, it would be a great blessing 
to the telegraph companies and would be just as well for the public; but in many 
cases there is a tax on the capital stock, there is a tax upon the franchise in the 
city or town, there is a highway tax, there is a tax upon gross earnings, a tax 
upon net earnings, and all sorts of taxes; a tax on each pole, a tax of so much 
per mile of wire. All sorts of schemes of taxation are resorted to in different 
sections, and it makes that branch of our business one of the most difficult to 
conduct. 

Q. Yon have to pay taxes then in almost every county and town in which your 
lines run?—A. Wo pay taxes everywhere, so far as I know; but, so far as I know, 
the telegraph companies do not object to paying taxes if they are to be taxed within 
reason, like other people; but they are generally not taxed within reason; they 
are very outrageously taxed in many places. By reason of the inclination of the 
States, cities, counties, towns, school districts, and even country municipalities 
to tax telegraph companies in every way possible, the taxes levied have become 
one of the most serious menaces to the success of a telegraph company. There is 
a particular hardship in the levying of license fees by municipalities on telegraph 
companies, inasmuch as these license fees are either a lump sum, in which case 
they bear unequally and unjustly upon a small telegraph company as compared 
with a large one, or these license fees are in the way of a fixed charge per annum 
for each pole and each mile of wire constructed on the streets and highways, 
and in that case the tax is unequal and unjust and discriminating as against 
a telegraph company that has to construct its lines on the highways, aB the 
Postal Cable Company does, as compared with a company that is able to con¬ 
struct its lines on railroad rights of way, as the Western Union Telegraph Com¬ 
pany does for the most part. 

Q- Will you give the gross amount which you pay in taxes?—A. It is impracti¬ 
cable to give this amount with any accuracy, inasmuch as there are nearlyforty 
separate corporations in which the postal-telegraph system is interested, directly 
or indirectly, and some of these companies in some of the States pay taxes as 
taxes, while others pay what is equivalent to taxes in the way of license fees 
and I find also that there is considerable litigation pending in regard to the 
validity of some of these taxes and license fees, and that it is impossible to give 
with any accuracy the amount of taxes paid by the postal-telegraph system. 

Q. Could you give your mileage in the different States and the amount of taxes 
you pay in each? -A. My answer to this has to be the same as my answer to the 
last previous question. 

Q. The object I had was this, to see where one State was getting the advantage 
of another State and putting a burden on the others.—A. The chief object of each 
State seems to be to got the advantage of the telegraph company, and not to get 
the advantage of another State. 

Q. (By Mr. Farquhar.) You stated, when asked about European rates that 
they were about the same for equal distances. That is, where the Government 
owns the telegraphs, the European rates were about the same for equal distances 
as they are in this country.—A. No; I said it was my impression that the rates 
were lower for equal distances in this country than they are there taking into 
account that they charge for every word, while we charge only for the body words 
in a message. 

9-.Have you any means in your head office in New York to furnish this com¬ 
mission with the rates of these European lines that are owned by the Govern¬ 
ment?—A. I shall not be able to furnish this information. 

Q. (By Mr. Lorimer.) Can you tell how the salariesof the telegraphic employ¬ 
ees in Europe compare with those of the American employees?—A. We have no 
information at hand abont salaries paid to telegraphers in Europe, except in 
Great Britain. The conditions of service in America and Great Britain are so 
differen.; that it is difficult to make a comparison. The mere inspection of the 
figures is apt to be misleading. In America a young man of good conduct and of 
skill commands a first-class operator’s salary very early in his career. In Great 
Britain the youth having acquired a fair amount of skill is appointed at a salary 
of about $4 per week, and so long as his conduct is satisfactory and he develops 
ordinary skill as a telegrapher he receives regular annual increments until he 
amvea at a maximhm figure for a first-class operator of about $85 per month 
In considering salaries paid to the British operator, it must be remembered that at 
the ageof 60 he is retired on a pension. 

Q. (By Mr. Farquhar.) What proportion do the salaries of the operatives of 
your fines bear to your total bill of expenses in operation?—A. The salaries paid 
for all classes of service form a very large percentage—the one great item of 
expense indeed. It is approximately 70 per cent of the whole. 



206 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


Q. (By Mr. Litchman. ) Do you keep any record of the personnel of the people 
employed as between men and women?—A. Yes; it is not far from 30 per cent in 
principal cities, and 35 per cent in the whole country, of female service. 

Q. Are the same wages paid for the same service whether it is a man or a 
woman that does it?—A. We intend that a woman who is able to do jnst as good 
work in every way, and is just as useful to the company, shall be paid as well as 
a man; but it does not often happen. There are limitations to female labor. We 
can not send a woman on an emergency to perform service all night in the coun¬ 
try in case of a railroad wreck or m case of other exigencies, and there art com¬ 
paratively few women who are as skillful as men as operators, nor are they all as 
regular in tkeii attendance. The aim is to pay them what they are worth. I do 
not think there is any discrimination in regard to sex—none is intended. 

Q. In your general commercial business, where men and women are employed, 
how does the rate of wages compare?—A. In our commercial business? 

Q. You gave an illustration a moment ago about the railroad business. Now, 
I am speaking to yon about yonr general commercial business.—A. When a 
woman is aide to work as heavy a wire, as we call it, as a man, I think there is 
no discrimination. 

Q. I have noticed in most hotels that the operators are women. Has that 
always been the case?—A. I think that has been generally true for the last 15 
years' particularly. The practice has been growing; it has been increasingly true 
in offices of that kind. Hotel offices are branch offices having comparatively 
light business, most of them, and working short wires in connection with the 
main office in the city or town. It is a very different thing to work a wire of 
that kind from what it is to work a wire from Washington to Chicago, which is 
crowded all the time. 

Q. You have women employed in the main offices, have you not?—A. Yes; 
generally working city wires and short wires and performing service that is less 
exacting and less skillful than that performed by the men. 

Q. As a general matter, is it not true that the wages paid to the women are less 
than those paid to the men?—A. Yes. 

Q. The excuse you give for that is that the labor is not as severe?—A. Whore 
the woman is called upon to do the same work the compensation is equal, but it 
seldom happens that she is able to do it. 

Testimony closed. 

Whereupon at 1.15 p. m. the commission took a recess until 2 o'clock. 


Was hi no to\. p. C., March lj, /»«/ 


TESTIMONY OF MR. THOMAS F. CLARK, 

Vm-Prcxident Wi'xtcni Union I'elei/raph Company. 

The commission met at 10.55 a. m., Mr. Clarke presiding. At that time Mr. 

Thomas F. Clark, ..president Western Union Telegraph Company, appeared 

as a witness, and, being duly sworn, testified as follows: 

Q. (ByMr. Clarke.) l’leasegiveyournameandpost-officeaddress.—A. Thomas 
F. Clark, 190 Broadway, New York. . 

Q. What is your official relation?—A. Vice-president of the Western Union 
Telegraph Company. . 

Q. The commission will be pleased to have you proceed in yonr own way to 
testify upon the general subject of the telegraph and its relations to the public; 
and questions will he asked after you shall have finished, unless it should occur 
to some commissioner to be important that one should be asked as yon proceed.— 
A. I think I would rather have it that way, because the subject will come out a 
little more in proper sequence than if questions are asked right along. 

Now,asl have read the evidence that has been given to the commission in favor 
of Government ownership of the telegraphs, that evidence has been chiefly based 
upon the conditions of the telegraph in Great Britain and Ireland and in Switz¬ 
erland and Belgium. I think, therefore, that before we go into any details it 
would be better for mo to point out the disparity of those comparisons, in order 
that tho peculiar conditions of the telegraphic situation in the United States 
should appear divested of any mistaken relation to other systems that are of a 
different extent and which are operated under entirely different social, political, 
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and physical conditions. I have therefore brought with me two maps. This is a 
map of Europe [witness indicating map]. The two are practically on the same 
scale. Thereis Switzerland [indicating]. The area of Switzerland is 15,981 square 
miles, or about one two-hundredths of the area of the United States. Belgium 
has an area of 11,373 square miles, which is one two-hundred-and-sixtieth the size 
of the United States. Great Britain and Ireland have 120.678 square miles, one 
twenty-fifth of the size of the United States; the area of the United States, exclu¬ 
sive or Alaska, being 3,092,679 square miles by the census. 1 

In Great Britain the population is about 333 inhabitants to the square mile. 
In Belgium it is 586. In Switzerland it is 183. In the United States it is about 
24. Perhaps I would better give the mileage of telegraph in operation, since I 
have given the extent of those countries now. There is in Great Britain 308,436 
miles of wire, or 43,507 miles of line. In Belgium there is 3,964 miles of lino and 
20,752 miles of wire; in Switzerland, 4,439 miles of line and 13,100 miles of wire. 
In the United States the Western Union Telegraph Company has 192,705 miles of 
line and 933,153 miles of wire. Of course, m addition to the Western Union 
Company, there are the Postal Telegraph Company and some subsidiary com¬ 
panies connected with it. of which that company gives me the mileage, which is 
29,882 miles of line and 184,933 miles of wire, which makes altogether in the 
United States 222,587 miles of line against 425,600 miles of line in all Europe, 
according to the latest statistics of the international bureau at Berne, and 
1,118.086 miles of wire in the United States as against 1.585,267 miles of wire in 
Europe. Now, comparing the mileages of wire to population, we have l mile of 
wire to 130 people in Great Britain and Ireland; 1 mile to 321 peoplo in Belgium; 
1 mile to 222 people in Switzerland, and about 1 mile of wire to about each 76 
people in the United States. 

You will please bear in mind that the system of the United States covers the 
whole country, reaches every important center from New York, on the Atlantic, 
to San Francisco, on the Pacific, and that in order to reach these places it is nec¬ 
essary for the wires to cover large unproductive territories, where the cost of 
construction has been exceedingly high and where the cost of maintenance is 
relatn <dy higher than it is in more thirdly settled places. This is shown by the 
fact that of the Western Union Company’s wires two-thirds, or about 600,000 
miles of them, are in operation east of the Mississippi River, and one-third of the 
whole mileage is spread over the large unproductive territory west of the Missis¬ 
sippi in order to reach the small towns and camps and places along the various 
lines of railroads to the Pacific coast. As a foil to these conditions I quote a 
statement made recently of the population surrounding Manchester, in England. 
In a radius of 10 miles there are 3,000,000 people, and within a radius of §0 miles 
there are 8,000,000 people. That is Manchester; what the population surrounding 
London and other large centers of England in similar radii will be I do not know, 
but there is almost a case of confluence of populations, making almost one densely 
settled territory, while we have hundreds and sometimes thousands of miles of 
line where there is scarcely any business at all. 

I have had prepared a statement giving the extent of the telegraph service in 
the United States, which shows the number of places with a population of 1,000 
and over in each State, and the number of telegraph offices and delivery and col¬ 
lection connections through telephones in each State. I will read some of it. In 
tho State of Alabama, to begin at the beginning of it, there are 44 places with 
a population of between 1,000 and 2,500 each. These figures are taaen from the 
last census—not the present census, because that is not completed and we could 
not get access to it. There are 10 places with a population from 2,500 to 5,000 
each; there are 8 places with a population of over 5.000. That is, there are 62 
places with a population of more than 1,000 people each. Yet in that Slate* there 
are 405 Western Union Telegraph offices, and there are 116 telephone connections 
with remote and small localities for the collection and delivery of occasional 
messages, making in all a service covering 546 places in the State of Alabama, 
although there are only 62 places there with a population oi more than 1,000. 

I will also give a few examples from the State of Massachusetts, that you may 
see the drift of the figures. In that State there are 165 places with a population 
between 1.000 and 2,.500, 73 of between 2.500 and 5,000, 79 of 5,000 and over, or 317 
with a population of more than 1,000. There are 405 Western Union telegraph 
offices anu 355 telephone connections for the collection and delivery of messages, 
making 860 places served in the State. 


'See Exhibit A for statistics concerning telegraph lines in foreign countries. 
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In Pennsylvania there are 249 places with a popnlation of 1,000 to 2,500,92 of 
from 2,500 to 5,000, 84 of 5,000 or over, or 425 in all, with 1,586 Western Union 
offices and 707 telephone connections, or 2,585 places served by telegraph. Now, 
we will go to the far West. 

Q. (By Mr. Litchman.) Right there, Mr. Clark. That enumeration of course 
includes the stations in large cities, like Philadelphia?—A. Only 1 office for each 
city is included, There are no branch offices included in this statement at all. 
In New York we have, say, 250 branch offices, but they are not included; it is 
simply the one place. 

The State of Washington has 22 places with a population of from 1.000 to 2,500, 
7 of 2,500 to 5,000, 7 of over 5,000; 80 in all. We have 230 Western Union offices 
and 90 connections by telephone, making 844 in all in the State. 

Now, taking those States as to population, Alabama has 85 people to the square 
mile, Massachusetts has 340 people to the square mile, Pennsylvania has 187 people 
to the square mile, and Washington has 7 people to the square mile. Here is a 
State, Montana, with 1 person to the square mile. There are 23 places with a pop¬ 
ulation of from 1,000 to 2,500, 4 places with 2,500 to 5,000, 4 places with over 5,000, 
81 in all, yet we have 160 Western Union offices. 103 connections by telephone, or 
292 places in all in the State receiving telegraphic service. 1 

As a further basis of comparison on these points I may say that there are about 
$9,000 places reached by the telegraph companies and their connections in the 
United States. There are 78,000 post-offices in the United States. Great Britain 
has, as far as I can ascertain, about 40,000 post-offices, with 10,810 telegraph 
offices. Roughly speaking, the telegraph reaches practically 50 per cent of all 
the places where there are post-offices in the United States to-day, while in Great 
Britain it still, although the population is so dense and the distances so short, 
reaches only about 25 per cent of the post-offices. 

As I have shown the comparison of the areas of the countries and the extent of 
the telegraph systems, it may be well to take up the comparison of rates now. 1 
presume that you are advised that the rates charged by each separate Govern¬ 
ment system in Europe have no relation to the business sent from one country to 
the other, or what we technically call “ through ” business. It is quoted to you 
continually, in the arguments in favor of Government ownership as against pri¬ 
vate ownership, that the rates in Great Britain and the rates in France and the 
rates in fact in any European country are very much lower than they are in the 
United States, That is true to a certain extent for the local business in those 
countries, but for the through business on distances that compare at all with the 
distances over which we send business in the United States, the rates in Europe 
are vejy much higher. For instance, in all countries of Europe they charge for 
all words transmitted, for the address, the text, and the signature of the message. 
In the United States we send the address free and the signature free, and base 
our tariffs on a count of 10 words for the text of the message. The rate in Great 
Britain is 12 cents for the whole count of the message, anywhere in the United 
Kingdom. 

Q. (By Mr. Clarke.) Is that irrespective of the length of the message?—A. 
No; for 12 words. 

<2. Twelve cents for 12 words?—A. Yes; 12 cents for 12 words, and 1 cent for 
each additional word. In France the charge is 10 cents for 10 words or less; in 
Norway and Sweden, 10 words or less, about 18 cents, I think it is half a krone; 
in Germany, 10 words, 12 cents; Belgium, 15 words or less, 10 cents. Now, we 
find by careful examination, a fair examination of business, that we transmit 
about 11 words in every message free—that is, of the address and signature—so 
that on that basis we send for our 25-eent tariff on the 10-word basis—gj 
words, whereas the interior rate in European countries is made on a basis of fmtt 
10 to 15 words, counting everything. To reach a fair conclusion on compafaow 
conditions, I will take the Bntish Government statistics, because they are quite 
complete and because the British operation of the telegraph generally furnishes 
the burden of argument with the advocates of Government ownership. From 
New York to any place in New England onr rate is 25 cents for 10 words, 10 text 
words; that is, 25 cents for 21 words, because, as I have stated, the average on a 
fair count of a large amount of business shows that we transmit 11 words free, 
figures counting as words. The longest circuit that can possibly be worked in 
Gfreat Britain is about 000 miles, but messages sent that distance would represent 
a very small part of their business. Their principal business is done, of course, 
between and within the large centers, which are much nearer together than that. 


i See Exhibit 8 lor the lull tabulated Btatemeut. 
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I think that their own statistics show that about 68 per cent of all their mes¬ 
sages are sent into and out of London, while the distance of our transmissions 
varies from a few miles up to 8,000 or over. 

Q. (By Mr. LlTCHMAN.) In that connection, have you anything in your statistics 
to show how large a proportion of your work is brokerage and now large is com¬ 
mercial work?—A. No: you can’t get at that. It would necessitate an analysis 
of all the business and of all the messages, and even if we could make that 
analysis we should hardly be able to determine what was brokers’ business and 
what was ordinary commercial messages, unless we happened to know who the 
senders were and what their business is. 

Q. Does the process of having cipher names and addresses prevail in foreign 
countries the same as in ocean telegraphy?—A. I will come to that in a minute. 
I am how talking of the local tariff within each country compared with our rates, 
how it sums up in comparison with our 25-cent rate within a great many of the 
States, each State for itself; and from New York to New England, or from New 
York to New Jersey, or New York to Pennsylvania—25centsfor21 words. There 
is not much difference between that rate and the rate in Great Britain, while the 
circuits used are undoubtedly a great deal longer, because the centers of popula¬ 
tion are farther apart in the United States than they are in Great Britain. 

As to the through business on the Continent of Europe, you can register,if you 
have any amount of business, a code address as yon do in cable messages; but you 
have to pay $8 a year for that registration. Therefore, that is a system that is 
used only by people who have enough business to warrant it. For the telegraph 
business of the general public—although I have no statistics to refer to—it must, 
I think, bo self-evident that the registration is not used very much, and that the 
ordinary business passing between any two centers in Europe would be practi¬ 
cally on the same basis of countas the business in the United States. Therefore, 
it is safe to assume that the general business, say, between London and Paris, 
between London and Marseilles, between London and St. Petersburg, between 
London and Rome, would be about on the same count as it would be with us, In 
fact, I think the tendency would be there to make it more, because the names of 
streets are much more involved than in our numerical system of designating 
streets in the United States. I ought, perhaps, to repeat here that the rate for 
all international business in Europe is made on a word count, and not on a count 
of 10 words or less, or 12 words or less, whatever the number may be, but pre¬ 
cisely in the same way as cable business is transacted; that is, each word is paid 
for. The rate between London and Paris is 5 cents a word for 290 miles, which 
on a fair basis of 21 words to the message would be $1.05, whereas you could send 
the same message from New York to any part of New England or Pennsylvania 
or New Jersey for 25 cents. From London to Marseilles, 827 miles, the rate is 
5 cents a word; that would he the same as Paris—$1.05—while our rate from New 
York to Chicago, about the same distance, is 40 cents. From London to St. 
Petersburg the distance is 1.774 miles, and the price is 111 cents a word, or $2,41 
for 21 words, while our rate from New York to Galveston, 1,789 miles, is 75 cents. 
From London to Berlin is 746 miles, and the telegraph toll 6 cents a word, or$1.25 
for 21 words, while our rate from New York to Cincinnati, tho same distance, is 
4u cents. From London to Rome is 1,192 miles, and the rate is 6$ cents per word, 
or $1.87 for 21 words, as compared with our charge of 60 cents from New York to 
New Orleans,1,344 miles. I could go on and make a large number of compari¬ 
son 80 ! that kind, but they would give practically the same result, and I do not 
think it is necessary. I may say, however, that as I notice one of your witnesses 
disputed the distances on which some comparisons were inude once before, that 
these distances are taken from the Bradshaw Railroad Guide, and therefore I 
rate ' ** D °^ CTac *’’ are P ra °ticnlly correct. So much for the comparison of that 

Perhaps while we are on the question of rates, I might give you an idea of the 
character of rates we have. There are the commercial rates, of which the 25-cent 
rate that I havereferred to, of course, forms a part. Those rates are made up in 
different ways. For instance, in some States they are 25 cents for the who!® State. 
From New York to New England points they are 25 cents. There are also rates 
from State to State, and there are rates between large centers. The rates for local 
purposes all through the country are made up by a system of squares, shown on 
‘human [exhibiting the following map]: 

The Witness: The wholecountry is laid out in asystem of squares, 50 miles to 
the square, and numbered, and then the rate is made 25 cents from any square to 
any 2 circles of contiguous squares. 

16 a-H 
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Q. (By Mr. Farquhar.) These red lines designate the-A. (Interrupting.) 

The State boundaries. Eacli side of each square is 50 miles. Within a radius of 

squares the rate is 25 cents. 

Q. Who invented that system?—A. I think Mr. Holmes had as much to do with 
it as anybody. As the business has grown and localities have become more thickly 
settled, direct rates have been extended, and tho square system has been over¬ 
shadowed by the extension of the flat rate, as in the case of New England, where 
business and population justify it. The highest rate we charge is $1; that is from 
the Atlantic coast to the Pacific coast. 

Q. For 10 words?—A. Ten words. All our business is on the 10-word count, 
with address and signature free. Then we have a system of night rates east of 
the Rocky Mountains; that is for messages to be transmitted during the night 
and delivered the next morning at about half the day rate. But we have no rate 
less than 20 cents. 

The press rates are made on a basis entirely their own, and because of the 
volume of business done and because the larger part of it is transmitted at night. 
The business of tho press associations is largely done over leased wires. The 
Associated Press has a system of leased wires practically connecting all large 
centers of the country, which the association uses as it chooses and over which 
it sends all its business. We have nothing to do with that system except to 
take our rental for the wires, the samo as we do from any private individual. 
The press rates on matter that we handle ourselves are made on a basis of cir¬ 
cuits, by which a large number of papers can be served at the same time, so that 
economy to each paper can ho promoted as much as possible, with due regard to 
the return to the telegraph company. The special rates to newspapers for a sin¬ 
gle transmission to one paper are based on what we call “ the additional-word 
rate ” of the day message; that is one-third of the additional word rate in the day¬ 
time and one-sixth at night, so that where our rate is 25 and 2, the press rate in the 
daytimo would be two-thirds of a cent, and at night it would be one-third of a 
cent a word for direct transmission and delivery to a single paper. 

Then we have rates for commercial reports which are distributed to exchanges 
and to various subscribers throughout the country. They are made on a basis 
somewhat similar to the press rates for individual subscribers, in that they name a 
rate for certain reports that may be desired, especially where they can he trans¬ 
mitted over circuits, so as to give the farmers and the dealers of produce in grain 
all obtainable information of the markets, in order to regulate the sale of their 
crops and the getting of them to market. Certain people may wish to have the 
opening and the noon and the closing reports of certain produce from certain 
exchanges, and those reports are made up and sent and delivered at those hours 
over certain circuits as they are called for through the rural districts. 

Q. How do these rates compare with the general rates at which you send mes¬ 
sages to those points?—A. I can’t give you the exact comparison. They are lower 
because they are made up in one transmission. 

Q. Does the Produce Exchange make the arrangements itself?—A. No; we make 
them. We have an arrangement with the Produce Exchange. That is. we take 
the quotations from the Produce Exchange and distribute them. They are handed 
by a regular bureau for commercial news, and, of course, the information is sent 
between exchanges on arrangements made with each exchange. 

Then wo have tho question of Government rates. 

Q. Before you pass from the question of rates to exchanges I wish to call your 
attention to the tact that a question has come before this commission in respect 
to brokerage and bucket-shop dispatches and others of that character, it being 
charged that they had precedence, very often, in the case of an intensive mar¬ 
ket in stocks. Is there any discrimination made for the purpose of handling 
money and stocks?—A. No, sir: those statements have been made without any evi¬ 
dence or proof that has ever come to the knowledge of any officials of the company. 
There is no discrimination permitted in any way or under any circumstances, 
and if there is any case of that kind that can be charged against the company, 
we are only too anxious to know it, that the service may be kept on a proper 
basis. The larger brokers have leased wires. That is none of our concern; hut 
the business that comes to us for transmission is transmitted without discrimina¬ 
tion, without partiality, and directly in the order in which it is received, and is 
delivered in the same way. 

I was coming to the question of Government rates. We have a contract, which 
is made from year to year with the Government for the business of the Weather 
Bureau. That contract provides that for messages containing not more than 20 
words, all words counted except the date, the charge shall be 20 cents, and for 
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each additional word 1 cent, for a distance not exceeding 1.000 miles. For dis¬ 
tances of over 1,000 miles, one-fonrth the price of messages for 1,000 miles is to be 
added for every 500 miles or fractional part thereof. That is the rate for the general 
messages. For the circuit reports, where we make np circuits and are able to 
send to a number of places with one transmission, we take their reports and send 
them for 21 cents a word over each circuit not exceeding 1,000 miles, with one- 
half cent per word additional for circuits over 1,000 miles In length, provided that 
no circuit shall exceed 1,500 miles in length, one-eighth cent per word to be added 
for each additional drop-copy station. 

For all cotton, sugar and rice, and corn and wheat region messages on each day 
that they are telegraphed, the charge is 20 cents for the first message received at 
each circuit center and 10 cents for each additional message, no matter where. 
For the general business of the Government we accept the rate made by the 
Postmaster-General every year under the provisions of the act of July, 1866— 
that is, we have done so, except when Mr. Wanamaker made it practically noth¬ 
ing. It has been generally accepted by the telegraph companies. That act pro¬ 
vides that the Postmaster-General shall have the privilege of fixing the rates in 
return for the privileges granted to the telegraph companies under it, such as 
rights of way through public domain, etc. We send messages, which are prac- 



ln fact, they don't. The company really contributes through these contracts a 
largo sum every year to the Government for its service. I think it might lie well, 
with your permission, to have these two contracts included in my evidence and 
so I will leave them with yon. [Sec Exhibits C and D.l 
I think now we might pass on to the question of capitalization, which I see is 
included m your plan. The charge is continually made that telegraph rates are 
not reduced because the properties are overcapitalized. So far as the Western 
Lnion telegraph Company is concerned, considering the question on the purely 
business basis of the experience of a large and important industry, which has had 
to go through all sorts of commercial crises, all phases of discouragement., almost 
failure, and has resulted in successful service to the country, the rates will com¬ 
pare more than favorably with the rates charged by any system of telegraphs that 
can be put upon the same basis without the props of government, aid and of gov- 



charges in ignorance. 

The financial conditions of the telegraph systems in European countries are 
very much obscured by all the returns made, with the exception of those of Great 
untain Her Government has the frankness to acknowledge the absolute finan¬ 
cial tailuro of her telegraph system, and to tell the taxpayers that they are 
expected to provide a large sum every year to make up for the losses of the system 
winch is used by that portion of the public that sends and receives telegrams. 1 
might perhaps say in the beginning that the total officially reported deficiency of 
n" 9, reat Bntimi sillce it was assumed by the Government 
m ih 47,mG.Ij,> 4 10s. 4d., or an equivalent of nearly $-10,000,000. 

llke \ W1 ? 1 your permission, to have this page of the return relating to 
telegraphs, issued by order of the House of Commons, printed in my evi¬ 
dence as it stands. 
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RETURN RELATING TO POST-OFFICE TELEGRAPHS. 

Statement prepared in accordance with the following paragraph of sect. 4 of 80 
Viet. c. 8, viz: “There shall be added to such account a statement of the amount 
expended during said year on account of the annual charge for the securities 
created for the purpose of the. telegraph acts. 1868 to 1870 , and any acts amend - 
ing the same , and of the surplus , if any, which, after deducting from the said 
balance the amount of such annual charge , remains as a sinking fund for the 
redemption of the said securities ; and a statement of the mode of application 
of such surplus."’ 


Capital stock (consols) created in respect of 1 
money raised for the purchases ot tele¬ 
graphs, &e., viz: 

Under 32 and 33 Viet, o 7.1.> 

Under 34 and 35 Viet, c 75.. 

Under 36 and 37 Viet e S3.! 

Under 39 Viet. e. ft.] 

Under 40 and 41 Viet e 30. I 


Less—Stock purchased and cancelled 

i h. <1 

(1) On account of surplus 
balances 
Period to 31st. I)e 

comber, 1S70_ 54,771 17 8 

Year to 31st De¬ 
cember, 1371 12,330 3 3 


(2) With the unexpended balance of 
the post-office telegraphs capital j 
account in August, 1891. j 


Amount expended on account of the charge 
Excess of expenditure over receipts, as show 


Deficiency of telegraph revenue in the 
expenditure ami the interest on tele) 


The total of the deficiency to the 31st March, 183!), was €7,756.654 1 Os. 4d.,as 
shown below, viz: 


Deficiency for the year to 31st December— 

1872, vide Parliamentary Taper No. (»r» of 1877. 118,966 15 1 

1873 ditto ditto 177,988 11 4 

1874 ditto ditto . 207,898 0 5 

Deficiency for the fifteen months to 31st March, 1870, vide Parliamentary Taper No. 

67*--*- of 1877. . . 191,033 14 7 

Deficiency for the year ended 31st March- 

1877, vide Parliamentary Paper No. 30 of 1878. 187,259 0 11 

1878 ditto No. 35 011879 189,006 8 2 

1879 ditto No. 01 Of 1880. 114,119 12 5 

1880 ditto No. 23 of 1.881. 29,909 2 7 

1881 ditto No. 47 Of 1.882. ... 984 7 3 

1882 ditto No. 42 of 1883. ... 112,524 16 1 

1883 ditto No. 51 of 18.84. 142,223 10 8 

188-1 ditto No. 73 of 1885. . 346,114 4 3 

1885 ditto No. 00 of 1886. 362,767 3 9 

1886 ditto No. 29 Of 1887. 371,554 6 0 

1887 ditto No. 31 of 1888. 471,889 16 11 

1888 ditto No. 388 of 1888 . 332,501 2 2 

1889 ditto No. 40 -k of 1890. 265,183 6 8 

1890 ditto No. 21 of 1890-91. 220,902 19 4 

1891 ditto No. 19 of 1892 . 231,032 14 7 

1892 ditto No. 37 of 1893 . 389,166 16 2 

1893 ditto No. 451 of 1893 . 466,570 13 0 

1894 ditto No. 95 of 1894 . 477,327 4 7 

1896 ditto No. 16 of 1890 . 440.525 17 7 

1896 ditto No. 49 of 1897 . 339,435 16 8 

1897 ditto No. 63 of 1898 . 448,344 18 2 

1898 ditto No. 40 of 1899 . 606,006 12 0 

1899, as above. 520,757 5 0 


7,588,757 
1,079,043 
1,347,152 
525, 186 
407,735 


10,918,173 

6 1 

67,602 

0 tl 

10,880,571 

5 2 

11,907 

10 9 

10 .868,CM 

11 5 


[1 merest at 2| per] 
‘lit per year to 
.Inn , 1898 


for the year ended 31st March, 18'):). 
ti by the foregoing account. ... 


year ended 31st March. 1899, to meet 
yraph stock created.j 


289,888 5 0 


298,888 5 0 
221,869 0 0 


Treasury Chambers, January, 1000 . 


7,756,654 10 4 
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The losses on the telegraph in Great Britain are provided (or by the annual 
grant made by Parliament to the department. That grant covers all the cost of 
extensions as well as of operations, and therefore no capital charge is made 
especially for the telegraph department, and the whole amount, including the 
interest on the original stock that was issued, goes in as a part of the expenses 
of the post-office granted by the Government; and no interest charge, since the 
exhaustion of the original grant of about £10,000,000, has been charged up to the 
telegraph department, as I understand it, but this is carried either as a charge 
against the post-office in a general way, or as interest, or as part of the interest 
on the national debt. 

The statistics of the system in Great Britain areas follows; Poles,43,507 miles; 
wire, 308,430 miles; capital account, grant of original act of purchase, 1889, 
including £2,128.000 expended for extensions to September 30,1878, £10.808,668, or 
$52,820,702; expenditures for extensions included in general expenses September 
1,1873, to March 81,1900. £2,830,000, or $13,782,960. The total capital account for 
the lines is $60,603,662. These figures give an average capital account of $1,530.80 
per mile of poles and $215.90 per mile of wire. I may say that the above figures 
for the expenditures for extensions I have learned from official sources, and they 
are therefore not to be questioned. 

Asa comparison with this showing we will take, if yon please, the W estern Union 
Telegraph Company as it stands to-day. The system of the Western Union Tele¬ 
graph Company represents: Stock, $97,370,000; 5 per cent collateral trust bonds, 
due January 1,1938, against which bonds and stocks hearing the company's guar¬ 
antee of interest or dividends at 6 per cent per annum have been deposited with 
the trustee, $8,502,000: 4) per cent funding and real-estate mortgage bonds, duo 
May 1.1950, $10,000,000 : 7 per cent building bonds, due May 1, 1902, $1,150,000; 
stock of leased lines bearing guarantees of the company held by individuals, on 
which the company pays dividends or guarantees dividends, $14,334,605; in all, 
$131,364,065. The mileage of the system, which I have already given yon. includes 
the 2 Atlantic cables, which should be deducted as not being a part of the system 
within the United States. Therefore, on the basis of 186,623 miles of polos, the 
capitalization is $703.80 per mile. Deducting the Atlantic cables from the wire 
mileage altogether, leaves 927,071 miles of wire at a capitalization of $141.70 per 
mile. In other words, the capitalization per mile of poles in Great Britain is 
more than twice as much as that of the Western Union Company, and the capi¬ 
talization of wire is exactly one-half as much more. 

There is another view to take of this question to put it on a fair basis, and that 
is tliat the company has in its treasury about $11,000,000 <>*' assets of outside 
companies that are not telegraph companies and whose systems are not in any 
way comprised in its mileage. If, therefore, we should deduct, those assets from 
the above amount of stocks, bonds, and outstanding guarantees, the total capital¬ 
ization is $120,364,665, or $645 per mile of poles and $120.80 per mile of wire. 

1 have some comparative figures on this question of capitalization with the 
mileages given to me by the Postal Telegraph and Cable Company to which I 
have already referred. That company has $18,000,000 of 4 per cent bonds, and 
that does not capitalize all that the lines have cost, which is about $20,500,000. 
On the mileage given by them in the United States it makes that company's 
capitalization on $20,500,000 $782 per mile of poles and $121 per mile of wire. 
You must bear in mind that that company is the result, of sundry reorganiza¬ 
tions of other companies and has been built up on practically a cash basis. 

The capitalization of the Western Union Company has resulted from the amal¬ 
gamation of a large number of telegraph companies from the beginning. In 
tile early days the country was exploited by small companies in ail directions, 
and they made their own tariffs. If you wished to send a message from one 
remoteplaee to another remote place you had to do precisely what you have to 
do in Europe to-day, that is. send it over a number or government lines in order 
to reach a given point, and pay what to-day we call the transit rate through each 
country for that particular class of business. The result was, of course, that 
there was no unification of service. There was no compact way of reaching any 
point, and it became evident to the managers of the properties that the only 
thing feasible was consolidation and that consolidation would lead to direct 
circuits, with tariffs reduced because of unification of management and the obvia¬ 
tion of a variety of individual charges for each system. 

I have a memorandum prepared for me by Mr. Holmes of our tariff bureau 
showing the result of the consolidations. It is exceedingly interesting, and as it 
briefly states the situation I can not do better than to read it to you. (Reading:) 

“ Previous to the consolidation of 1866 few of the telegraph companies appear 
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to have had anything like a system of rates. The rates of the old Western Union 
were 25 cents for distances, by wire, of 25 miles, and an additional 5 cents for 
each additional 25 miles, modified according to the judgment of the general super¬ 
intendent. There was also a system of rates in the Southern States. All of the 
offices of each company were, however, supposed to know their own rates; and for 
rates to other companies they added to their own rate the rate of the connecting 
company from the nearest transfer point. 

“ Shortly after the consolidation in 1800 the rates from Washington, north and 
south; from Louisville, north and south; from New York, east and west; Buffalo, 
east and west; Chicago, east and west; Omaha, east and west, and in various 
directions from other places, were printed and distributed to all telegraph offices 
in the United States. By adding the rates of the various lines and companies thus 
listed, offices obtained their rates for through business in any direction and for 
any distance. 

*' The following are some of the rates which were in force from New York in 
1800, viz, to Buffalo, 75 cents; to Cleveland, Ohio, $1.45; to Chicago, 111., $2.20; tp 
Omaha, Nebr., $4.45; Denver, Colo., $7; Salt Lake City, Utah, $7.25; San Fran¬ 
cisco, Cal., $7.45; Portland. Oreg., $10.20; Victoria, B. C.. $11.55: Washington, 
D. C.. 75 cents; Richmond, Va., $1.25; Atlanta, Ga., $2.85; New Orleans, La., $0.25; 
Galveston, Tex., $5.50. 

“ The rates of the East were lower than those in the Middle and Western States, 
and those in the Middle States lower than those for like distances in the South. 

" It was, at the time of the consolidation, impossible to make a uniform scale of 
rates between the offices of the consolidated companies without cutting the West¬ 
ern and Southern rates down to the Eastern, and therefore to an unprofitable 
scale, but the Western and Southern rates were nevertheless very much reduced, 
and the system known as the square-and-State-rate system,by which an approach 
to uniformity was secured, was adopted. This was in October, 18(11). 

“ The new scale of rates when applied to the business of New York City, which 
was in the zone of low rates, effected a reduction of 20 per cent. At Western 
and Southern places the reduction was much higher, and to the Territories of 
Washington and Oregon and the southern part of California, the high rates were 
reduced from $10 and over to $7.45 and $C. 

“ In 1872, 8 years later, new rates were issued and further reductions were 
made and another step taken toward a uniform scale. In the long-distance rates 
the maximum was made $5. In 1871! another revision of rates cut the maximum 
down to $2.50, and the rates for maximum distances were further reduced from 
$2.50 to $2. and this to $1.50, and later, March, 1884, to the present maximum of $1. 

“The rate from New York to Buffalo, which was 75 cents, finally became 25 
cents, which is the rate to all other places in New York State; Cleveland, $1.45, 
is now 40 cents, which is the rate to all other places in Ohio; Chicago, Ill., which 
was $2.05, is now 40 cents; other places, 50 cents; Omaha, Nebr., $4.45, is now 50 
cents; Denver, Colo., $7, is now 75 cents: Salt Lake City, Utah, $7.25, is now 75 
cents; San Francisco, Cal., $7.40, is now $1; Portland, Oreg., Seattle, Wash., and 
Victoria, B. C., which were from $10.20 to $11.55, are now $1; Washington, which 
was 75 cents, is now 25 cents; Richmond, which was $1.25, is now 85 cents; 
Atlanta, Ga., which was $2.35, is now 50 cents; New Orleans, La., $8.25, is now 
00 cents; Galveston, Tex., which was $5.50, is now 75 cents. 

“As far as it lias been possible to carry it, the uniform scale has been applied 
East, West, North, and South, and, wherever practicable, the divisions by squares 
have been abandoned and the rates fixed by States.” 

So the result of this consolidation of the service and the bringing together of 
the capitals of the different companies and the unification of the service and 
making it possible to effect economies, ami by and by to reduce rates, has been 
beneficial to the public in every way. It also nut the property on a final basis of 
capitalization not nearly as high as the capital of the chief exponent of govern¬ 
ment ownership in Europe, that is, Great Britain and Ireland. Of course, I 
know that it has been claimed that a large price was paid by the British Govern¬ 
ment for the lines there. Well, what of that? If a man has a successful business 
and it is bought out by anyone else, is it to be bought out on the bare cost of the 
skeleton of his plant? Is there nothing for the ability that has been expended, 
nothing for the development of the business, nothing for what is known m ordi¬ 
nary commercial parlance as good will? To any reasonable man, to anybody 
with any business experience, anyone with any political conscience, such a ques¬ 
tion is absurd and should be dismissed even without the attention I am giving to 
it now. Our rates as they stand to-day have been devised so as to have them 
follow the development of the business all the time, and with an earnest desire 
on the part of the company to keep them as low as is consistent with a proper 
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return on the capital and provide for the very expensive maintenance of a pecu¬ 
liar property, which is more exposed to deterioration than perhaps any other 
property in existence. 

A great many attempts have been made to radically reduce the rates that have 
been established by the Western Union Telegraph Company, as a result of its 
large experience and of its better comprehension of the conditions governing the 
management and the effect of telegraph properties but, every time that effort 
has ended in failure. The last really serious attempt was made by the Baltimore 
and Ohio Telegraph Company, and I think you all know what was the result of 
that effort. That company had to give up the business, and the Western Union 
took the property and made it a part of its system. And so it has been right 
straight along, that a proper regard for business considerations and a proper 
regard for the capital represented by the company have justified the present 
rates and made it impracticable for us to do more than follow the development 
of the business, which we are continually doing, in making the rates reasonable 
and keeping the service equal to the demands. 

Another phase is taken up by the advocates of Government ownership, or by 
the opponents of private ownership, on some rather curious estimates of the cost 
of reproducing the property. One gentleman naively says that you can produce 
telegraph lines at the rate of about $120 or $130 a mile. Therefore you have only 
to take the mileage of the Western Union Telegraph Company, use that figure as 
a multiplier, and lo, you have got it all; there it is; why, it is next to nothing. 
You can almost produce a telegraph plant by a sort of Aladdin process without 
the expendituio of any trouble or any care or anything of that kind. 

It is true that you may be able to build under favorable conditions a telegraph 
line with, say, 2 wires, for somewhere in the neighborhood of $150 to $175 a mile. 
I take those figures as an average; I am not giving the exact sum. But does that 
constitute a telegraph system for this country? Why, there is only about 30 per 
cent of the lines of the Western Union Telegraph Company that have 2 wires, I 
think, and all the rest run up from 3 to 200 wires. Will a plant that will support 
wires and provide for business in remote rural districts accommodate the busi¬ 
ness of this country? Look at your lines between here and New York, lines with 
40 wires apiece on them. Look at the terminals that are necessary in large cities, 
buildings that cost millions of dollars, work to connect up the whole system, that, 
instead of costing you a $150 a mile, will sometimes cost you thousands and 
thousands of dollars per mile. In one instance, for 3 miles, it cost us $100,000 a 
mile m our underground and pneumatic system between onr uptown and down¬ 
town offices in New York. These are essential features of the telegraph. It is 
not the cost of the line out on the prairie, it is not the cost of the line in the woods 
that can determine the value of the system. The expensive terminal facilities 
that are necessary in all the large centers to provide the means for collecting, dis¬ 
tributing, and handling the business all over the country as it comes through arc 
even larger factors in the question. Therefore any estimate of cost or any 
attempted gauge of this question by making a calculation on any such basis as 
these gentlemen have undertaken to make it on is absolutely absurd and should 
have no credence whatever. The property as it stands to-day represents in a 
large part several renewals, because the reconstruction of the lines is always pro¬ 
vided for be tore any balance is struck of the earnings for the year; in fact, it 
must necessarily be so or new capital must be provided. I may Bay, in round 
numbers, that since I860, for reconstruction and general line repairs to keep the 
property up and in a fit condition for business, there has been expended upon 
it between $50,000,000 and $00,000,000. That is entirely outside of construction 
in any way, and the result of this is—referring again to the capitalization ques¬ 
tion, say in 1873—that the capital per mile of wire stood higher by—I can not 
tell exactly how much, than it does to-day. An additional value is also given to 
the lines in their reconstruction by the use of much better material than formerly; 
that is, wo are using copper wire now, which is much more expensive than the 
iron wire was when it went into these lines, and a much more substantial and 
effective plant is all the time being reconstructed as the old lines go down, with¬ 
out impinging upon any capital account in any way; consequently the rate of 
capitalization per mile of wire is continually going down. 

That is about all on the financial side of the question. I do not know exactly 
what the other questions are that you wish to consider, but I should like to put 
in here a remark that was made by the chancellor of the British exchequer, in 
1893, in which he said while laying before the House of Commons his annual 
budget, “ That the operations of the British Government telegraphs for the fiscal 
year showed a ‘ bad revenue,’ and an excess of actual working expenses over 
receipts of £115,000 ($560,000), to say nothing of the interest on the £10,000,000 of 
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stock issued for their acquisition.” He also said that since the purchase by the 
Government of the telegraph lines, including the moderate interest they ought 
to have paid upon their cost, the loss on that transaction had been £4,500,000 
(about $22,000,000), “ which result was founded on a miscalculation, and,for any¬ 
thing that can be seen to the contrary, it is a revenue which is going from bad to 
worse, and not likely to improve.” His apprehension seems to have been well 
founded, since the deficit of the present time is about $40,000,000. 

Therefore if that result comes in the comparatively limited territory of Great 
Britain and Ireland from trying to extend the telegraph system without commer¬ 
cial considerations to remote and insignificant places, what would be the result in 
this country, which is twenty-five times as large and not nearly so thickly popu¬ 
lated, with distances much longer, with territory less productive, and with a pub¬ 
lic that can not provide the argument for the use of the telegraph that is continu¬ 
ally grounded on social questions? What I mean is this, that we are a very busy 
people in the United States. Great Britain, besides being a very busy, very active, 
and thickly populated commercial center, is also one of the playgrounds of the 
world. Take, for instance, the steamer after steamer that goes from the United 
States loaded with people who are continually sending social messages while they 
are on “the other side.” London is filled with tourists and visitors from all parts 
of the world at all times of the year. There is also there a very large class of people 
of leisure who freely use all means of communication for their social engagements, 
the like of which we have not here in any way. And if the extension of the sys¬ 
tem to out of the way and remote points is supposed to serve a social need, I doubt 
whether that social need exists with us as it does in a country like England, while 
the financial result is bound to be very much more serious to the general taxpayer 
than it has been, eveu in England. 

Q. You can give the earnings now.—A. I suppose we might as well take last 
year's figures as found in the report of the last fiscal year, June 30,15)00. 

Q. (By Mr. Claiike.) That is the report of the Western Union?—A. The report 
of the Western Union, of which I will give you a copy if you wish to have this 
table inserted. It might be well to do it. Our gross earnings were $24,758,560.55. 
Our expenses, gross, were $18,593,205.87. This left a balance of $0,165,363.68, of 
which there was expended for dividends, at the rate of 5 per cent on the stock of 
$97,370,000, $4,867,983.75; for interest on bonds, $896,305.60; for sinking funds; 
$9,797; in all, $5,774,086.35, which carried to our surplus about $391,000. 

The expenses for the year were made up of operating and general expenses 
amounting to $13,220,009.44; for rentals of leased lines, $1,566,704.65; for mainte¬ 
nance and reconstruction of lines, $2,959,998.23; for taxes, $529,469.09; for equip¬ 
ment of offices and wires, $317,024.46; in all, $18,593,205.87. 

You will therefore see that for the fiscal year 1900 we expended practically 
$3,000,000 in reconstruction and maintenance of lines. Of the operating and gen¬ 
eral expenses for salaries—that is, for direct expenditures for salaries in the trans¬ 
mission and delivery of our business—the amount was about $9,000,000, or prac¬ 
tically 50 per cent of the whole expense. Then there is included in the mainte¬ 
nance and reconstruction item a large amount for salaries for regular linemen, 
special line gangs, foremen, and general labor expenses. 

As to the number of messages, I might say here the report shows that we trans¬ 
mitted 63,167,783 messages during the year. That does not represent the total 
use of the wires, because we have a large number of wires leased to the press and 
to merchants and individuals. Apportioning the use of those wires on a very 
conservative basis would add certainly 7,500,000 more messages sent over the 
company’s system during the year than this number given in the report; but, of 
course, we can not take note of that business because we do not handle those 
messages, and I am merely making this statement as an explanation if any com¬ 
parison on the number of messages sent is made. 

Q. (By Mr. Kennedy.) There are two other subjects in the topical plan, Mr. 
Chairman—charters of various States and State taxation and supervision. 

A. Well, I can very quickly dispose of one of them. We have no State charters 
at all; that is, except from the State of New York, where we are organized under 
the general laws of 1848. But as to taxes and supervision, those questions seem 
to be among the vagaries of the States; they differ in every State in the Union. 
The total taxes that we paid last year were about $529,000. That is assessed 
upon us in various ways in different States. Each State has a law of its own. 
We think, as a rule, that the taxes are very high, while wishing to pay on fair 
assessments the same as anyone else. The values that the taxes are based upon 
are sometimes a proportion of the capital, and sometimes the estimated value of 
the property. The State of Connecticut makes a charge upon each mile of wire, 
and in one case, in Texas, I think, a tax is laid on the messages, one cent upon 
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each message. That law is still in existence, I think. The whole question of 
taxation is very intricate, being subject to legislation in each of the States, and 
we try to treat it as fairly as we possibly can, and pay what we think is right on 
the same basis of valuation as that of other property. I will mention as one of 
the troubles of such things that a law was recently proposed in the State 
of New York taxing all authorized capital at the rate of 1 mill and a quarter. 
That meant $125,000 per year on the capital of the Western Union, to say nothing 
of the capital of other companies that it is responsible for, in that State alone, 
outside of the taxes in all tne other States. That law has not been passed. An 
amendment to it has been suggested and I believe is to be made. There is no 
uniform law of taxation in the States. Is there any other subject that you think 
of just now? 

Q. (By Mr. Kennedy.) There is one other large subject that is not included in 
the plan that I would like to hear Mr. Clark upon, and that is the subject of 
labor.—A. Well, I do not know that there is a great deal to say on that subject 
except that we have a large number of employees. There are about. 35,000 people 
in the United States concerned in the handling of the business of the Western 
Union Telegraph Company, as you know. Many of them are constructive 
employees of the Western Union Company only. Tliey are the agents of the rail¬ 
road companies with which we have contracts, and they handle the commercial 
messages at small stations when' the telegraph business is not sufficient to justify 
the employment of an independent operator or the establishment of an inde¬ 
pendent telegraph office. But while we do not pay them directly we pay for their 
services in other ways under our contracts with the railroad companies. Just 
how many of them there are I could not give you offhand. 

As to the general question of operators it is a question of supply and demand, 
and we pay wages that are satisfactory, as far as I know, to the men everywhere. 
There is nothing else to say about it. Our wages are higher than they are in 
Europe, but it is very difficult to say just exactly how much higher because the 
classifications are entirely different. In Europe, of course, operators come under 
civil-service rules, and their salaries are not governed so much by supply and 
demand as they are with us. The telegraphs are administered by the Government 
service there entirely. 

Mr. Litchman. 1 would like also to ask the witness about the relations between 
the Western Union Company and the Bell Telephone Company. 

The Witness. There are no relations between the two companies except that 
the telephone company collects and delivers messages for us for which we pay it. 

Q. Is it not true that there is some sort of a contract, or that there lias been 
some contract, between the Bell Telephone Company and the Western Union?— 
A. There was a contract, but it expired with the expiration of the Bell patent. 

Q. (By Mr. Clarke.) Is it your pleasure now to explain your relations to the 
railroad companies?—A. Yes; I can explain that relationship. I do not think there 
is any objection. Our relations to the railroad companies in a general way are 
that we construct lines along their roads and give them the use of wires for run¬ 
ning their systems, and in return they employ operators who do their own tele¬ 
graphing over those wires and incidentally any commercial business at small 
stations for us. We also give the railroad companies the use of our wires beyond 
the lines of the roads to certain agreed amounts for them to do their business 
throughout the country generally. That is practically all there is in it. Of 
course, each contract stands upon its own particular basis, according to the cir¬ 
cumstances and conditions under which it is negotiated. 

Q. Is there substantial uniformity in those contracts throughout the country?— 
A. Practically so; yes. 

Q. Would you have any objection to submitting one of those contracts as part 
of your evidence?—A. I should not feel at liberty to do that. There are two 
parties to a contract, and I do not think I should do that on my own responsibility 
or the responsibility of the Western Union Telegraph Company without consult¬ 
ing the other parties. That is all there is in it. We issue franks by which the 
officers of the railroad companies send messages, the numbers of which are noted 
on the message and entered, and an account is made up and rendered to the rail¬ 
road company at the end of the month. They also rendor an account to us of the 
receipts taken in at their stations for our lines. 

At 12.50 p. m. the commission took a recess until 2 o’clock p. m. 

The commission reconvened at 2.05 p. m. after recess. 

Q. (By Mr. Clarke.) Have you any further statement to make before being 
interrogated by the commission?—A. I think not, Mr. Chairman. There may be 
something I may want to say after the questions are asked. I have so far 
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endeavored to outline the salient points of the subject; there may be some details 
that may come up in the course or your questions that I have purposely glided 
over so as to get the main features in your minds first. 

(By Mr. Kennedy.) What is the comparative cost of putting down and 
maintaining a cable line?—A. What cable? We have cables between New York 
and Nova Scotia, connecting with our Atlantic cables. 

Q. Do you have one between Key West and the mainland?—A. Yes; and one 
between Key West and Habana. 

Q. Can you give the comparative cost of these lines?—A. The general cost of the 
cable is about §1,000 a mile. 

Q. How does that compare with the cost of the land lines?—A. That has only 
1 conductor, while on the land line you may have several wires. 

Q. The cables are very much more costly?—A. Infinitely more costly; and the 
question of maintenance is also very much more costly, because if you have a 
cable broken in deep water you have to fit out an elaborate expedition, a large 
ship, and she is dependent on wind and weather. She may be out a few days or 
she may be out weeks. We havo had vessels out months without effecting a 
repair; and then 2 months more on the same work—that is, in Atlantic work. 

Q. Suppose you were to send a telegram from Washington to Key West; can 
you state what the cable expense of the telegram would be?—A. No, I could not: 
we work straight through. 

Q. Have you any figures that would show?—A. I have not. 1 do not quite 
understand your question, I think. You mean the proportion of the cable expense? 

Q. Yes; the proportion that you pay on account of cable carriage or transmis¬ 
sion.—A. I could not give you any figures on that point for the reason that the 
maintenance of land lines goes on all the time ami can be met by a continuous 
comparatively small expense. If a cable is broken it is necessary to send out a 
ship. You must either have a shin in commission all the time or fit out a ship, as 
we frequently do. When a cable breaks on the reefs off Key West we have to fit 
out a ship in New York, man it. send it down and bring it back, and it costs sev¬ 
eral thousand dollars to make the repair, whereas a break in a land line would be 
repaired in half an hour. 

Q. What are the cable rates from Now York to Great Britain?—A. Twenty- 
five cents a word, and the same rate is made to France or Germany as well as to 
Great Britain. 


Q. What does distance have to do with the rate. Would half the distance cut 
it down much?—A. You would have less cable and. of course, less money invested. 

Q. You made a comparison between sending a message from New York to 
Boston and sending a message from London to Liverpool, or from London to 
Paris?—A. Yes; that was on the 21-word basis. 

Q. I want to ask you if that was a fair comparison, taking into view the fact 
that part of the distance between London and Paris is by the channel cable?—A. 
I think so. The cable is a short one. It is only 20!) miles the whole distance. 

O. That was one instance where it was part land and part by cable?—A. Yes. 

Q. Could you not pick out a similar distance on the mainland; say from Pans 
to some point or between any two points in the countries you mention where 
there would not be such a great difference?—A. It would be practically the same 
thing. The tariff between Paris and Berlin—I do not know the exact distance— 
is 4 cents a word. I do not think there would be much difference on that. 

Q. What is the rate from Washington to Key West, do you know?—A. No. 

Mr. Holmes. One dollar for 10 words. 

Q. What is the distance from Key West to Washington?—A. About 1,200 miles. 

Q. Can you state the tariff from here to Pensacola?—A. Sixty cents. 

Q. So the difference in the rate to Pensacola and to Key West would be on 
account of the cable rate?—A. There is a long distance from Pensacola on land to 
the cable. 

Q. I would have liked to have a European comparison made over all-land lines 
the same as made in this country over all-land lines.—A. I have not the figures as 
to distance, but by the map you will see there is not much cable between Great 
Britain and France. 

Q. It is a cable line?—A. Oh, yes; of course. It did not occur to me. I have 
not the distances between points on the Continent. I could not give you that, but 
I think the comparisons I have made are about fair. 

Q. You do not know what the French rate is for 10 words?—A. It is 10 cents, I 
think, for 12 words. 

Q. (By Mr. Kennedy.) In England it is a cent a word?—A. It is 6d. for 12 
words. Then you must remember the words are limited to 10 letters in these 
European counts whereas there is no limit with us. 
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Q. Can you give us a statement of the cost of erecting these telephone lines 
with iron poles; what the difference is, if any, between the cost of erecting their 
through lines and the cost to the Western Union?—A. No: I have no informa¬ 
tion on that point at all. Iron poles are used in India and in South America, but 
I do not know anything about their use here. 

Q. There was something said about a former contract that you had with the 
Bell Telephone Company. Can you state to the commission the general terms of 
that contract?—A. The Western Union Company agreed to go out ot the telephone 
business. There was a long tight on the patent question and it was compromised 
by the telephone company paying so much of its royalties to the telegraph com¬ 
pany for the term of the contract; and the telephone company took over the plant 
that the Western Union had built. That is-all. 

Q. Was there any contract in regard to the division of territory?—A. None 
at all. 

Q. In regard to the joint use of the patents of both companies?—A. The Bell 
Telephone Company had the use of all the patents, because it had the Bell patents. 

Q. That contract is not in force now?—A. It expired in 1890. 

Q. Could you furnish a copy of this contract to the commission?—A. I do not 
think I could agree to furnish any contract without the consent of the other par¬ 
ties. I do not think it would be businesslike or fair; I should object on my own 
part if anybody else were asked to furnish a contract to which I was a party. 

Q. (By Mr. Litchman.) We expect to have some one here before us represent¬ 
ing the Bell Telephone Company. If they are willing, you have no objection?—A. 
None at all. 

Q. (By Mr. Kennedy.) You are doubtless aware, Mr. Clark, that the Interna¬ 
tional Typographical Union has had what it calls a telegraph committee in Wash¬ 
ington for several years trying to have a bill brought up for the Government to 
take over the telegraph companies, and one of the arguments they made is that 
if the Government were to assume control of the telegraph the rates would be 
the same to everybody; that there would be no news monopolies; that there 
would be more newspapers started in the country; more work for printers and 
pressmen and for everybody connected with the printing trade. Have you given 
any thought to that subject?—A. This is the first I have known there was any 
news monopoly. There are 3 press associations. 

Q. I am not saying there is: I am only giving the statement of this committee.— 
A. I am only answering it m my own way. There are 3 press associations. 
Every newspaper is free to get any quantity of service it wishes on the same 
basis. The rates are open to all associations alike, and there is no discrimination 
at all on the part of the telegraph company, nor do I know of any on the part of 
the newspapers. 

Q. Would any new association that sprang into existence have the privilege of 
getting the same rates that all the other companies get?—A. Exactly the same; 
for the same service exactly the same rates. 

Q. Is there any contract with any one of the associations by which in case of 
storm, if there is only 1 or 2 wires left working, that association shall have the 
wire?—A. No. 

Q. (By Mr. Litchman.) Would the rate to the association depend on the num¬ 
ber of papers served?—A. No; not if they have the same wires. If they had 1 
circuit, they would be put on the same basis as that given to any other press asso¬ 
ciation. A circuit provides that there shall be a terminal place and not less than 
4 drops to begin with. The rate is for the first 300 miles. A rate of one-sixteenth 
of a cent for each 100 miles is added and a rate of one-eighth of a cent for each 
connection made. 

Q. So that a new association starting would have the same privileges that the 
Associated Press has at the present time?—A. Absolutely. 

Q. (By Mr. Kennedy.) You say there is no arrangement by which newspaper 
associations or newspapers have a priority in the use of the wires?—A. Not at all; 
not that I know of. It there has ever been, I do not know anything about it. 

9- Did you ever have a contract with any New York or Philadelphia papers by 
which, in case of storm and frost and but one wire running, they should have the 
use of that last wire ahead of everybody else?—A. I never heard of it, but if such 
a condition ever did exist it does not exist to-day, and has not existed since I have 
known anything about the service. 

Q. You would not speak for other companies, of course?—A. No; I am only 
speaking for the Western Union Company, but I think the same course would be 
taken by every other company. 

Q. You spoke about a deficit of $40,000,000 a year in England?—A. Not a 
year; no. 
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Q. For a certain period?—A. Since 1869. 

(}. Was that on account of the telegraph alone or did it include the usual postal 
deficit, if there is any?—A. The English post-office makes a large profit every 
year, and the telegraph department is its only deficitmg department. 

Q. That $40,000,000 was for the telegraph alone?—A. For the telegraph alone. 
The postmaster-general of Great Britain in his report for 1899 winds up by say¬ 
ing: “ The postal revenue for the year, including the value of services rendered 
to other departments, was £13,394,335, an increase of £345,018 on that of the pre¬ 
vious year. The postal expenditure was £9,683,704, an increase of £493,698 on 
that of the previous year. The net profit was thus £3,710,631, or £134,199 less than 
last year. The telegraph revenue of the year was £3,460,492, showing an increase 
of £200,347; the telegraphic expenditure £3,748,930, an increase of £266,912 
upon the previous year. The net deficit on telegraphs was thus £288,438, or 
£66,569 more than last year.” That is the working expense. If allowance be 
made for interest on capital, £10,868,663 for the purchase of the telegraph, the 
deficit for the year is raised to £587,326. 

Q. (By Mr. Clarke.) Do you know of any reason why the British Government 
could not raise its rates a little and thus overcome that deficit?—A. I had never 
thought of it, but it is a very hard thing to raise rates when once they have been 
put down, and particularly by a government whose chief reason for making them 
low is to serve the interest of all the people, or rather to serve the interest of the 
comparatively limited number of people who use the telegraph, at the expense 

Q. (By Mr. Litchman.) Is not the extension of lines and cost of production a 
charge against that deficit?—A. I have taken that out in my statement of capitali¬ 
zation. 

Q. How much was that?—A. The whole thing? 

Q. I am talking about that particular year.—A. I think I analyzed that. The 
receipts for 1900 were £3,460,492. The expense for general operating was 
£8,394,900. The surplus was £65,592; interest on stock lor the original purchase 
(the net interest on the rest of it is given in, as I explained this morning, on the 
general budget), £298,888, making a deficit of £133.296. Now, if you add to that 
the expenditures for extensions and buildings, £354,030, you make the deficit 
£487,326. Figure it as you will, you can make the British post-office telegraph 
department nothing but a department that makes a deficit every year, which has 
been growing larger and larger. Figuring it in the way that you suggested just 
now, it only takes in the interest of £298,888, which was the interest on the original 
grant of something over £10,000,000. Now, the £2,126,000 that has been spent 
for extension since the original grant of £10,000,000 was exhausted has gone into 
the general budget, and the interest has passed under the national debt in the 
usual way, I suppose. No charge has been made in any way on the interest of 
that £2,126,000. To do that would swell the the deficit still more. 

Q. Now, if that increase had taken place in your company it would have been 
provided for by the issuance of stock?—A. We would have had to provide for it. 

Q. It would be a perpetual burden on the public, would it not?—A. It would 
have been an interest charge on the company, of course. 

Q. If this debt of Great Britain is at any time paid, it ceases to be a burden on 
the people after it is paid?—A. Which debt; the national debt? 

Q. Yes.—A. Oh, you have to come back to the question or decision whether 
you are going to tax the whole people for the benefit of the limited number for a 
function of the Government in that way. 

Q. Is it not true that a decrease in the use of the telegraph, in the number of 
messages, increases the cost?—A. Yes; but there is a vanishing point of profit; 
you have a point where you can operate the plant for profit, and there is a point 
where you operate it for neither profit nor loss, and beyond that point you operate 
it for nothing but loss. 

Q. Is not that point of profit determined by the original cost of the plant?—A. 
Not always; there may be conditions that will cause it to vary. 

Q. If the original cost of the plant is an inflated cost and that remains a per¬ 
manent charge, does it not have a material effect on the calculations?—A. Pro¬ 
vided the conditions remain the same; but if you are applying that consideration 
to the telegraph, it has not been so. As I showed you this morning, $50,000,000 
have been put in the property to maintain it as an efficient working property that 
otherwise would have to be provided for by additional capital. 

Q. Is it not true that when the Western Union Telegraph Company absorbed 
the Atlantic and Pacific and the American Union there was a very large increase 
in its capital stock?—A. Yes. 

Q. And is it not true that in 1869 the president of your company in his report 
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estimated the cost of the Western Union line at $22,000,000?—A. I do not remem¬ 
ber that. I have not those reports. I laid them oat to bring with me and forgot 
them. But I would like to answer your question about the Atlantic and Pacific 
and the American Union by quoting the decision of the United States court of 
appeals. Judge Earl, in the case of Williamsn. The Western Union, onthoques- 
tion of the consolidation with the American Union and the Atlantic and Pacific, 
made this decision after a long trial and a very exhaustive examination of the 
whole question (reading): “On the 19th day of January, 1881, the property, 
franchises, and privileges belonging to the Western Union Telegraph Company 
were worth more than the amount of its capital over and above its indebtedness, 
and the property, rights, and franchises or the Atlantic and Pacific Telegraph 
Company wero fully and fairly worth the sum of $8,400,000, and the property, 
rights, and franchises of the American Union Telegraph Company were worth 
$15,000,000; and such, on that day, were the estimates or the values made by the 
directors of the respective companies. The actual value of the investments of the 
surplus earnings of the defendant, the Western Union Telegraph Company, as 
they existed January 19,1881, was estimated by the directors of the company, 
and it was their judgment that the amount of the stock to be distributed among 
the stockholders of the Western Union Telegraph Company represented no more 
than the investments of the surplus earnings of the company since July 1,1866; 
and such surplus earnings were worth the sum of over $15,526,590." 

Q. (By Mr. Litchman.) It is a fact that in 1869 the president of your company 
in his report assumed or estimated the cost of the lino roughly at $22,000,000. 
The capital at, that time was $40,000,000?—A. 1 do not remember that report. 
That is going back rather far. 

Q. That difference between cost and capital Btill remains, does it not, in the 
$97,000,000 of your capitalization?—A. I think not; because 1 have shown you 
that the capitalization per mile of wire has steadily gone down, for the reason 
that the property has been reconstructed without adding additional capital to it, 
and that steadily the capitalization is coming down all the time. 

Q. Of course the amount expended for reconstruction has been taken out of 
the earnings of the company?—A. Exactly, as the reconstruction of all telegraph 
property must, ho provided for; otherwise you would have an inflation that to 
these gentlemen who on their theories are talking about it would simply be appall¬ 
ing. Every time yon put in a new pole or new wire you would have to have a 
new issue of stock if it were not so. The life of a telegraph property is limited. 
It is different from a railroad roadbed, or even railroad rolling stock. It is sub¬ 
ject to the constant effects of the weather; the rotting of the poles in the earth; 
and in case of iron wires, disintegration of the wires. We are using copper wire 
nearly all the time and putting in a superior quality of material. Since hard- 
drawn copper has been made practicable, nearly all our reconstruction has been 
made of that. To-day the property is made up of within a fraction of 20 per cent 
of copper wire. 

Q. The claim is made that if the telegraph weTe under Government manage¬ 
ment this cost would go in as a part of the construction and not as stock, to 
become a burden on the users.—A. Where would the money come from for the 
construction under those circumstances? 

Q. Would it not be accumulated in a system of sinking funds that would 
eventually wipe out, the first cost?—A. No; I do not think it would. 

Q. Is not that the plan by which waterworks and electric lights are paid for by 
municipalities?—A. I dare say some are: but a Binking fund—that practically 
comes to the same thing. If you provide the money for the reconstruction with¬ 
out issuing securities against it, it does not make any difference whether yon call 
it a reconstruction fund or a sinking fund and divide it in that way; you have 
got to earn it. You have either got to take it from the outside as a new invest¬ 
ment provided by somebody, either by stockholders of the company or by the 
Government, if it is a Government ownership, or yon have to provide it from the 
earnings of the property, and if you call it a sinking fund it comes to precisely 
the same thing. 

9- Would there not he this difference—that in the case of a sinking fund the 
original cost is gradually wiped out, whereaB in the case of stock it is a perma¬ 
nent charge upon which dividends have to be credited?—A. You have got to make 
a beginning somewhere. 

Q. (By Mr. Farqchar.) Have yon a sinking fund at ail in connection with 
your bonds?—A. No; there was on the bonds that matured a little while ago, on 
one class of the bonds, but they have been paid off. 

Q. (By Mr. Litchman.) Could yon give us the average cost of constructing a 
mile of poles with one wire?—A. You can not make an average. This country 
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has a surface of great geological variety. You may be able to dig a hole in the 
prairie and set a pole very quickly; then I have known of miles and miles of lines 
where we had to blast out every hole with dynamite to set the pole—to get it in the 
ground. 

Q. I asked the question to ascertain whether there was some way of finding out 
the cost, on an average, of erecting a mile of wire and then of adding additional 
wire, so as to get at the expenditure of the company for extensions in a series of 
years by dividing the total expenditure by the number of miles of wire in the 
same period, and to ascertain whether you could in that way get at an approxi¬ 
mation of the cost of the plant.—A. I do not think it can be shown with any 
degree of reliability. You can use such figures to answer any theory you choose; 
but upon the practical question of how much it costs to reproduce a system equal 
to the Western Union, to answer the same purposes, surviving the same difficul¬ 
ties, and being as efficient as that service, you can not. It fails because the con¬ 
ditions are entirely different. 

Q. Has there been any reduction in the telegraph rates in the last 15 years as 
shown by dividing the receipts by the total number of messages?—A. In the last 
15 years? No; I do not think that, there have been any material reductions. We 
are reducing our rates in localities as fast as we can. 

Q. You referred to the extreme cost of terminal construction. Could you give 
us some idea of the proportion which the expense of these terminals bears to the 
expense of ordinary construction?—A. No; I could not, because of the.great vari¬ 
ety of lines constructed throughout the country and the conditions in the different 
cities. For instance, take New York. We have a building there that cost us in 
the neighborhood of $5,000,000, to start with, without any equipment. These are 
things which the people do not seem to understand—which they do not seem to 
give us credit for in any way. All the wires m New York are underground. We 
have to have subways to put them in and pay $800 a year for every duct that we 
use, and so on. Take Chicago. We have a building there that cost from $2,000,000 
to $2,500,000, absolutely necessary for our business. So it is. The moment you 
approach the ganglia of the system, the centers from which the whole system 
comes in and goes out, the cost accumulates beyond any theory of calculation 
based on lines built in the open, the basis that has been talked about. 

Q. Is your building in New York used exclusively by your company?—A. No; 
not exclusively. We rent, I think, one floor to the Associated Press; but you 
have to have the building because you have to have the area—the space. Where 
you have 800 people working you have to have enough space for them to work in. 

Q. I only asked the question to see if the income from the rents of the building 
were sufficiently appreciable to be an offset.—A. It does not amount to anything. 

Q. Your company keeps a construction account, does it not?—A. Yes. 

Q. That shows the items?—A. Only the total is taken, whatever the estimate 
may be for the year. 

Q. Could you not supply that account when yon revise your testimony, so as to 
show the cost per mile of wire and the cost set aside for terminals?—A. No. As 
I explained to you, the cost of construction this year may be of an entirely differ¬ 
ent character from what it may be next year. We may this year make exten¬ 
sions where it is exceedingly easy to build; next year we may have to go through 
rocks, where we may encounter all sorts of difficulties. I want to give you all 
the information you want; but. candidly, I can make no generalization of value 
concerning the construction of a system like ours that has to meet all sorts of con¬ 
ditions and overcome all sorts of difficulties. The expenses are so varied and so 
changed by conditions that I do not think it would be fair to us and I do not think 
if would lead to a right judgment on the part of the commission. Understand. I 
do not desire to withhold anything, but to give you all that will help you to come 
to a fair opinion, as well as to treat us with fairness. 

Q. Would not that difficulty be met by a calculation covering a series of 
years?—A. Then you must get the character of the lines. 

Q. What is the life of a mile of wire?—A. That all depends. Put a wire through 
Pittsburg or a place like that, where there are large numbers of factories, with 
acid fumes in the atmosphere all the time, and it lasts hardly any time at all; while 
a wire in the dry climate on the prairies will last a long time. Those are the con¬ 
ditions that make it difficult and absolutely impossible to supply useful informa¬ 
tion. I say in the light of long experience and in the light of very careful 
judgment on the matter that any generalization on the cost of reproducing a sys¬ 
tem like the Western Union, serving a large country like the United States, is 
fallacious and not fair as a valuation of that system. It is only inexperience that 
would try to make a valuation on that basis. 
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Q. (By Mr. Kennedy.) Hus the long-distance telephone cutinto thereceiptsof 
the Western Union Telegraph Company appreciably?—A. No, sir. Our receipts 

are 8teadily|TOwing^ ^ about the practice of giving complimentary books 
to different classes of people by which they are able to send messages free. What 
is the principle on which that is done; also whether it is a good thing for the 
telegraph company, and whether it is a good thing morally to do?—A. As to the 
principle of the practice, it is a matter of personal courtesy only. As to the mor¬ 
als of it, I do not know that it has any moral effect, and I do not know that it 
has any immoral effect, I do not see where the immorality would bo likely to 
show itself. If your question leads up to the point made by one of your witnesses 
that the telegraph companies try to debauch the legislatures by giving them 
franks and things of that kind, I think the best answer would be the existence of 
the complex State tax laws I mentioned this morning. And I do not know that 
we have received any great favors from Congress. On the contrary, I have been 
down here several times this winter fighting measures that would have been 
decidedly disadvantageous to the company, and 1 have had to use arguments, not 
franks. 

I wish to say further, as to the idea of corporations debauching legislatures, 
that so far as the Western Union Company is concerned that company, to my 
knowledge, has never spent 1 cent, either directly or indirectly, for State or 
national legislation. I make that statement with all the impressiveness it is pos¬ 
sible for me to employ. I should like also to say that I make this statement 
because Professor Parsons—I might as well name him—concluded his testimony 
before this enmmissirn by saying that Vie understood from Mr. Wanamakor that 
when bis desire to make a ‘Government telegraph was not adopted there wa« 
“ a feeling of SI ,000,000 in the air around him,” and Professor Parsons drew the 
conclusion, m rather he left the inference to be drawn tiy ns—by you and by 
those wlm beard him—that the Western Union Telegraph Company was prepared 
to spend $1,000,000 to defeat that measure. I merely wish to brand that state¬ 
ment as absolutely without any foundation in fact or justification in any way. 

CJ. You say the giving of passes is a personal courtesy. Is there any thought 
that they will bring a return to the company in any way by favors done, or are 
they given in any sense for favors done?—A. What favors? I do not know of 
anv favors. I have just shown yon that we do not get favors. 

Q. It is entirely a matter of personal courtesy?—A. Yes: and it does not amount 
to anything. The amount of messages that are sent free by the Western Union 
Company in that way on this personal courtesy would not amount to a very small 
fraction of 1 per cent of all the messages sent. 

Q. l)o yon keep an account of the expense to the company of this kind of mes¬ 
sages?—A. No. We have an account, of course, of all the messages sent under 
franks charged up under the railroad contracts, as I have mentioned this morning. 

Q. If the frank system were abolished would it make any difference in the 
rates? -A. No. 

Q. (By Mr. Litchman.) The question was asked of the Postal Telegraph man, 
and so we will ask it of yon: Would these favors be given if a quid pro quo was 
not expected in return?—A. Yes; I do not know what quid pro quo could be 
expected. I do not know what the recipients could give us. 

Q. That is what we are trying to find out.—A. That is what I would like to 
find out. 

Q. (By Mr. Kennedy.) Why don't you cut them off?- A. Why don't people cut 
off courtesies in other lines of business? Why don't theaters cut off deadheads? 

Q. Is it not a fact that inostmembers of Congress and State legislators have theso 
franks?—A. Not that I know of; some do; but when yon say most of them, that 
means a great many. 

0. Are they given voluntarily or do they ask for them?—A. 1 do not know. I 
really do not know anything about that. (Laughter.] 

y. Are the employees of the Western Union Company organized in what is 
known as labor unions?—A. Not that I know of. 

Q. Is the company opposed to labor organizations?—A. That is a very large 
question that I do not care to answer. There was an organization in 188$. whioh 
the company refused to recognize; and I think, perhaps, that is the best answer. 
The company is always ready to deal with the personal grievances of its employ¬ 
ees if they have any and put them on a fair basis, and we have every reason to 
suppose the employees are perfectly contented as they are. 

Q. Have you any figures showing the wages paid to operators in different parts 
of the country?—A. I can give you an idea. They vaty according to the experi¬ 
ence and the age and the ability of the operator. In the large centers operators 
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are paid all the way from $100 per month down, and in small offices outside they 
are paid smaller salaries where they are beginning. There is a regular scale as 
there is in every business. 

Q. Was there any reduction of wages during the years of depression from 1893 
to 1897?—A. No. 

Q. Has there been any increase since then?—A. Not on the regular scale. 
There are increases going on all the time. As vacancies occur and men advance 
their salaries are increased as they fall into more responsible work. 

Q. Is there any increase of wages resulting from the general prosperity of the 
country during the last few years?—A. The regular scale of wages has stayed 
about the same. 

Q. (By Mr. Farquhar.) Are the wages now any greater than they were in 
1883?—A, I have not the scale of 1883. I could not answer that question. Since 
then the operators have been paid for overtime and Sunday work. 

Q. In the time since 1883 have the hours of labor been shortened by the day?— 
A. No; I think the scale has been tho same ever since that time. I do not remem¬ 
ber any changes in it. 

tj. Did you pay on the 10-hours’ scale at that time?—A. I have not the figures 
in mind. Nine hours for the 8 days in the week, and Sunday pay extra. That is 
the regulation, and it is the same all over the system. 

Q. In 1883 you paid the extra hour of time?—A. Yes. 

Q. And that has continued ever since?—A. Yes. 

Q. Where do you get your supply of operators from?—A. From the young peo¬ 
ple in the offices. They begin in the large offices as check boys and check girls; 
and in the small offices they are generally friends of the operators and get the 
opportunity of learning there, and then they gradually work up in the business. 
There is also a school in the Cooper Union in New York that supplies a certain 
number. To that school the company makes a contribution, but I forget just how 
much it is. 

Q. Do you take any graduates from the commercial colleges and schools?—A. 
We do not discriminate at all. If there is a vacancy and there is an applicant, 
and he is tried and found competent, he is employed. As I have said, it is entirely 
a question of supply and demand, as it is in every other business. 

Q. Is the supply more than the demand all tin; time?—A. I should think it is, 
I would not be prepared to make a general statement, but I should say in a gen¬ 
eral way it is. 

Q. In the working of your linos are the operators on your lines and on railroads 
interchangeable?—A. Yes. 

Q. (By Mr. Litchman.) I would like to ask a question right in that connection. 
Are the wages paid to girls the same as those paid to men?—A. No; not quite as 
much. The girls do not do as heavy work. They can not work as heavy wires. 
We have about 2,500 women altogether in the service, but they are necessarily 
not doing as constant and heavy work on the heavy press wires and circuits that 
require more energy as the men are. 

Q. You spoke of having 2.500 women on the system. What proportion is that 
of the entire number?—A. As I pointed out this morning, we have, constructively, 
35,000 people, but a large number of these—perhaps a fair estimate would be half 
of them—are omployed by the railroads under the contracts that I spoke of. But 
for the handling of the public telegraph business they are, constructively, the 
employees of the Western Union Telegraph Company, which, of course, pays for 
their services in another way; and they are subject "to the rules of the company 
in the transaction of the public telegraph business. 

Q. Could you give the actual average rate for telegrams in the United States?— 
A. Yes; our annual report shows that for the messages we handled it is about 
30.8 cents, and the expense is about 25.1 cents, that is on the 83,000,000 messages 
handled by the company after making proper deductions for the expense of main¬ 
taining leased wires over which a great many messages are sent by the lessees of 
which we do not get any account. 

Q. How do you make it 30.8 cents?—A. By apportioning to this number of mes¬ 
sages the full share of the expense. 

Q. One is Hie gross and the other is the net?—A. Yes. 

Q. What is the actual average rate of telegrams in Great Britain?—A. That I 
do not know. 

, Q. Is this average rate obtained by dividing the total receipts by the total num¬ 
ber of telegrams?—A. No; by dividing the total receipts from the messages han¬ 
dled by the company, not putting into the proceeds receipts from leased wires, 
and stripping the receipts of everything but the proceeds from messages, and 
stripping from the expenses everything except that which is fairly chargeable to 
the messages we handled. 
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Q, Is not the same rale adopted in estimating the cost of messages in Great 
Britain?—A. I do not know. I have never seen anything alnrat the cost of mes¬ 
sages there. I do not know of any official statement that has ever been made— 
any estimate of the cost of the handling of their messages. 

Q. Does the report you have there state the receipts from inland messages?—A. 
I do not know. I will say this, you must not take the inland messages alone. We 
do not do it. You have also to take cable messages and international messages. 
If you base any calculations of that kind on merely the inland messages you get 
false figures. For instance, we include all messages that we send over the Atlan¬ 
tic cables; that is, our proportion ol the tolls from the point of origin to the cable 
point, and so we think yon must include cable messages sent in the same way 
and the proportion of the messages sent to the Continent. By any other method, 
merely based on the inland messages, yon get a figure that is absolutely wrong, 
y. If you divided the receipts from inland messages by the number of inland 

messages-A. (Interrupting.) But can you do that? 

Q. f understood you could.—A. I understood you were dividing the gross 
receipts on the inland messages. 

y. From the testimony the inland messages yielded £2.281), 574, and the number 
of messages was 74,151,385. That would give an average per message of 15 cents, 
would it not?—A. I do not know where yon get those figures. However you may 
get the total receipts and total cost- ot messages yon can not get away from the 
fact that the operation of the postal telegraph lines m Great Britain means a 
burden of at least $2,000,000 per year on the taxpayers. You may figure and 
figure and figure, but still that result stares you in the face. 

Q. You made a calculation this morning on the basis of 21 words as the aver¬ 
age message in the United States; is it not true that the average message in Great 
Britian is 15 words?—A. 1 do not know. 

Q. If that be true is it a fair comparison to make a calculation on the basis of 
21 words where the other is only 15?—A. Pardon me. I think I was making the 
calculation on the basis not of the number in Great Britain, hut on the number 
of words that would probably be used for a communication between Great Britain 
and the Continent. 

Q. (By Mr. Litchman.) Well, right there; what proportion of telegrams sent 
by Great Britain go abroad?—A. I do not know. What I say is this: If you send 
a message from New York to Chicago, to John Smith, 572 Dearliorn street. Chi¬ 
cago. you name but one street. The chances are that if yon send a message to 
London you have to name several streets; for instance, you mav have to address 
it to John Smith, 0 Mornington Crescent, Hampstead Itoad, Ciinidentown, Lon¬ 
don, NW. 

Q. That being the case, and where messages average 15 words, is it fair to com¬ 
pare with the United States where the average is 2! words?—A. That basis for 
Great Britain, I judge, is on business that, goes to small places where a man is 
known, for instance, In that case you would have it John Smith, Hampstead, 
whatever it may be. 

Q. It is based on seventy-four million and odd messages?—A. That is all right, 
but a large number of the people whose messages you leave out of account of the 
cost there are paying a guinea a year for registration of a single word address: that 
is, two words—one for the name and street and one tor the place, to cover John 
bmitli. 5t3 Main street, Manchester, whatever it may be, or Henry Smith & Co., 
r T, ve1 ’ Huddersfield, or something of that soit. 
a 'nr the total receipts are £3,000.0(H) they can not amount to agreat many.— 

A. When you are trying to get at the average number of woids in a message on 
which a fair basis of comparison of rates must be made for the general public, 
you must take that into consideration. 

Q. Your basis of 31 words to the message involves the cost, of 25 cents for 21 
words, does it not?—A. Yes. 

Q. Those 21 words would have cost, according to the foreign tariff 21 cents, 
would they not?-A. In England. 

Q. If the average message, then, in England is 15 words, the average cost 
would only be 15 cents?—A. That may be. 

Q. And the comparison would bo between 15 cents and 25 cents, and not 
• al ,£' ent8 an<i SSI T! >at is the point I wanted to bring out.—A. That 
might be. That is, on the same basis; but please bear in mind that you are only 
comparing a limited territory. You could not apply that at all in this country 
without driving any telegraphic corporation into bankruptcy. 

Q. I understand all these averages. I am not pinning you down and do not wish 
a ■ 8< L' - Tliere “ only one question to ask in that connection: What effect on the 
rate is had by the fact that different countries own the linns in Europe? Docs not 

lfi a-15 
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that increase the cost?—A. Yes. That is shown by the statistics I have given yon 
of the international lines. The messages passing over international lines in 
Europe are very much higher in tariff, figure as you will, than they are over the 
same territory with the unified system in the United States. 

Q. (By Mr. Farquhar. ) Suppose the British tariff schedule of rates was brought 
up to a paying condition, how much would they be advanced to cover the deficit 
that was made last year and the yoar before, for instance? What would be the 
cost of a message if it was taken at a paying rate to the Government?—A. They 
would have to increase them nearly 3 cents. 

Q. That would bring the rate almost to the same tariff scale we have in this 
country?—A. Yes. 

Q. In consideration of the shorter lines, too. there is 2 or 3 times the length on 
general messages?—A. Yes; there there art' closer communities and compactor 
population. 

Q. You hold, apparently, according to your annual report, a very large amount 
of securities of companies which have been taken over, 1 presume, in time?—A. 
Some of them have been and some of them have not. 

Q. Do you issue a stock share of tho Western Union Company that covers these 
shares at par value brought over from these other companies?—A. No; all of those 
are outside. 

Q. Entirely outside?—A. Yes; they are leased companies that are included in 
the stocks of the guarantee companies that are not in the Western Union. Some 
of them I accounted for in the amount of the capitalization. I want to say that 
the stocks of other companies bearing the guarantee of the Western Union Com¬ 
pany and not owned by it have been accounted for, but no stock has been issued 
to cover them at all. 

Q. No stock has been issued to any of these companies?—A. No, sir: the stocks 
of companies for which Western Union stock has been issued have been taken m, 
of course, and canceled. 

Q. Have you any idea as to the number of stockholders you have in the com¬ 
pany?—A. Yes; about 11,000, in round figures. 

Q. Can yon give an idea as to how many stockholders hold large blocks of your 
stock?—A. No; I have not looked that up for some time. There are some large 
holders. 

Q. Would they amount to over a hundred?—A. I do not believe they would 
amount to nearly a hundred. I should think, speaking offhand, 50 would be an 
extravagant estimate. 

Q. What is your average dividend?—A. Five per cent is our regular dividend 
per annum. That has been tin* annual dividend for a number of years. 

Q. Does your surplus go to extensions and betterment of lines?—A. It goes to 
construction. 

Q. As a business man, do you know of any business in this country, corporate 
or otherwise, that can be brought under a rule of its worth being the cost of 
reproduction?—A. No; no successful business. If it is not successful, it is sold as 
a bankrupt concern. 

Q. You know nothing of railroads, telegraph, or anything else where the theory 
of reproduction as to worth of the stock would hold good?—A. No, sir. 

Q. Do you know of any business men in New York or elsewhere that ever held 
that opinion?—A. The opinion I expressed? 

Q. No; I mean the expression of cost of reproduction.—A. No; not only no 
business man, but the decision that I have quoted to you of the appellate court 
of New York, distinctly, after examining the question, declared precisely as I do. 

Q. (By Mr. Litchman). Right in that connection, supposing a company of 
capitalists should start to build a competing company of the Western Union 
Telegraph, would their business be based upon the capitalization of the Western 
Union Telegraph or upon the cost of construction of the line duplicating it?— 
A. That is a question l should not like to argue. 

Q. You have answered a hypothetical question Why is that not equally perti¬ 
nent? I will state why I asked that question. I saw it stated not long ago that 
Mr. Rockefeller was contemplating duplicating the line of the Western Union 
Company, and that Mr. Russell Sage said if that was done he would be willing 
to dispose of his stock in the Western Union Telegraph Company even if he 
could not get but 50 cents on the dollar for it.—A. That is a matter of business 
contingency which I do not feel called upon to answer. I am only giving evi¬ 
dence here on the conditions as they exist. 

Q. Would you object to saying what commission is paid to the Bell Telephone 
Company for receiving and delivering mess-ages?—A. Fifteen per cent; about on 
the same basis of every other collecting and delivering agency on all our lines. 

Q. You were asked the question what would be the added cost in Great Britain 
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to messages under certain contingencies, and you answered 3 cents?—A. I 
said I supposed so, by taking the amount of deficit and dividing by the number 
of messages. That is the only way I can get at it. 

Q. That would not be added to 21 cents if it cost only 15 cents per message?— 
A. You say that the average is 15 cents; I do not know how you get at those 
figures. 

Q. Assuming it is 15 cents, it would make the cost 18 cents?—A. Yes. 

Q. For the sake of comparison in making up some tables in the office here, could 
you furnish reports of your company back for a number of years?—A. No. The 
annual reports contain statistics that run back to 1806. There is a table that has 
been printed over and over again. 

Q. It does not cover the cost of construction during those times, does it?—A. No; 
I can’t give that. 

Q. (By Mr. Kennedy.) Is there any increased cost to the public by reason of 
using the telephone in conjunction with the telegraph company?—A. Sometimes 
there is. If it is an independent line that runs into some place, they sometimes 
charge a small tariff for sending the message in, and then of course we have to 
charge that, whatever it may be. 

Q. Ordinarily, it is not?—A. Not for the ordinary collecting and distributing 
through the telephone companies; the message goes to and from their subscribers, 
and we are the subscriber under those circumstances. 

Q. (By Mr. Litchman.) What do you think would be the effect of a general 
reduction in rates throughout the United States on an increase in business of 
your company?—A. As our facilities are about equal to the demands of the busi¬ 
ness, and we Keep them there all the time, and the result is shown by our annual 
report, I think there is only one answer to that question: That it would mean 
loss to the company, because the physical capacity of wires and transmitting busi¬ 
ness has a limit. You can nut all the wires you like into the woods of Michigan 
and across the prairies and into the mountains, but there is only so much busi¬ 
ness, and that is all you can get: and there is so much money necessary to spend 
to get it, and the facilities to these remote places now are more than enough all 
the time to meet the wants. 

Q. Would there be, in your judgment, a sufficient increase in the income by an 
increase in the number of messages to counterbalance the loss by a reduction in 
the rate if the rate was fixed at 20 cents instead of 25?—A. I should think it would 
be a very serious question. You mean in New England? 

Q. Let- the reduction of 5 cents apply all around on the rate charged.—A. I 
think it would be a very serious question, which would require vory careful con¬ 
sideration. We have considered those questions, and we have not seen our way 
to make that rate. That rate has been tried, as I said this morning, by the Balti¬ 
more and Ohio and several companies, and the result has been bankruptcy, and 
they have had to come to us. 

Q. In the postal service a decrease in the postage has been followed by a tre¬ 
mendous increase in the number of letters.—A. But you do not make a parallel 
of that, I hope. The postal department, is simply using the capital expended by 
corporations; it is only a matter of putting on another car on a train, if you want 
it. But once a telegraph wire is filled, you have got to construct another one the 
whole distance wherever you need it. There is no parallel between any public 
service of the Government that I know of and a Government telegraph, because 
the Government uses the facilities of other people for all other departments of its 
service. If you have business for a telegraph line, yon have got to build a line 
for it the whole distance. If your mail matter increase 1 ton or 5 tons, the rail¬ 
road simply puts on another car and carries it. No capital is expended; the track 
is there, the engine is there. But in the telegraph business it is entirely different. 

I think that a parallel between the British post-office and the post-office of the 
United States is about as good as you can get. The post-office of the United 
States is run at a loss of about $3,000,000 a year, is it not? 

Mr. Farquhar. Four millions. 

The Witness. A year. The United States post-office gets 4 cents, 6 cents, 8 
cents, where the British post-office gets 2 cents; and 4 cents where it gets 1. Yet 
with all that, with their higher rate, without the investment of capital to provide 
facilities for the service, they make a very great loss, while the British post-office 
goes on and makes a large profit. Now, then, if you are going to extend the tele¬ 
graph in the United States on the same principle that is claimed by the advo¬ 
cates of the Government ownership idea, as was done in Great Britain, to carry 
it to every hamlet, you can not employ the capital of any other person to do it; 
you have got to go to the Government, you have got to provide the means some¬ 
how to build the lines out to every nook and corner. Those lines must be taken 
care of if you get business or if you do not; and if with the facilities I have shown 
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yon this morning, the number of places we reach, and the number of places over 
a thousand inhabitants in each State are all provided with communication, we 
can only make enough at our rates to-day to provide for a small profit, and the 
Government is going to take over the system and spread it out with the neces¬ 
sary attendant expenses and put down the rates as has been advocated before you, 
it seems to me the result would be a deficiency, compared with which the defi¬ 
ciency in Great Britain would be a flea bite, 

Q. (By Mr. Litchman.) In speaking of the deficit of the United States post- 
office, is it not fair also to take into consideration the vast distances which mail 
matter is carried?—A. That is just the point I am making. You have just the 
same difference with the telegraph, and therefore will have a deficiency if you 
try telegraphs on that plan; the great differences in the distances will create a 
relative deficiency, just exactly as the present deficiency is compared with the 
British post-office. 

Q. Well, the cpiestion originally asked was whether a decrease of the rate per 
message would not he followed by a large increase in the number of messages 
sent?—A, Yes; I said perhaps it would, but at a loss. 

Q. Was not that the fact in the case of reduction in English telegraph rates in 
1885?—A. Oh, yes; but was it not a fact that the deficiency ran up and is now 
running up to two million and a half every year? 

Q. It is said to be a fact that messages increased two and one-half times in 
number in Great Britain.—A. You are talking about the question of increasing 
the business at a reduction of rate. Now, I say this to summarize the whole 
thing: Yon are asking me, as I understand it, whether if the company should put 
down the rate there would not be a great increase in business, with the inference 
that we would also make a profit. I say that the experience in Great Britain 
that yon cite of the increased number of messages after the rate had been 
put down simply proves that the same thing could only be done here at a very 
serious loss to the companies. That is my deliberate judgment, in the light of 
the experience of other companies who have tried it and have gone into hank 
ruptcy, and because of our own experience. We are studying the question and 
have studied it for years. We have a bureau that does nothing else except to 
look after the question of adapting our rates to the business and social demands 
of the country, with a proper regard to the vested interests of which we are 
trustees. I can only say that the present rates are fair, and that any radical 
reduction of rates such as was made in Great Britain would be followed by dis¬ 
astrous consequences to the owners of the property. Such a policy would be of 
no possible tienefit, to the people, and if the Government had the telegraph it 
would simply shift the burden from (he stockholders to the taxpayers. 

Q. When the Baltimore and Ohio Telegraph Company ran an opposition com¬ 
pany to the Western Union, did not the Western Union make competing rates?— 
A. Yes, and stopjied its dividends, while the Baltimore and Ohio Company became 
bankrupt. 

Q. (By Mr. FARQCHAR.) You say that the press associations stand on all fours 
so far as rates are concerned?—A. Yes. 

Q. The International Typographical Union’s committee have been asking to 
have governmental control of the telegraph, so that these telegraph facilities 
could be extended to all papers in the United States. Is not that the plea they 
have made?—A. I believe it is, but it is a matter that does not concern us in any 
way; we are only the carriers of the reports of the associations; we have nothing 
to do with procuring or furnishing them. 

Q. So you would say if there was any monopoly or discrimination it lies in the 
associations themselves?—A. Precisely. No telegraph company has any voice in 
that question at all. It is merely the transmitting agent of the press associations 
to the addresses given. If it sends the matter, or leases its wires to associations 
for their own uses, any association can get exactly the same terms in either case. 

Q. You said also there was no priority in business, is there not a priority for 
all Government business?—A. Yes; that is a part of the agreements with the Gov¬ 
ernment which will he printed as exhibits—that Government business shall 
have priority. And I should like to say just one thing while we are talking 
about Government business: That the Western Union Company’s service to the 
Government is not confined to the business specified in those contracts. You may 
not know it, but all of the business, the telegraph business, of this Government 
with Cuba throughout theSpanish campaign and since has been transmitted and 
is to-day transmitted free over the cable of the International Ocean Telegraph 
Company, which is leased and operated by the Western Union Telegraph Com¬ 
pany. In one year we did more business over that cable for the United States 
Government than we did for the Spanish Government for the preceding 30 years 
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of the concession, and we are doing it to-day. We are not making any face 
about it, but, on the contrary, we are very glad to put the United States Govern¬ 
ment in the same position as the Spanish Government was in. I wanted to say 
that to show that we are not so black as some of our socialistic friends like to 
paint us. 

Q. (By Mr. Litchman.) Is not the Western Union pursuing this course to keep 
the Postal Telegraph Company out of Cuba?—A. No, sir; we are simply keeping 
our contract like honest men. We have a concession in Cuba that provided that 
business of the Spanish Government should go free between Cuba and the United 
States until lOOti. When the United States Government came into control, we 
put it in the same place as the Spanish Government, and all we ask is that the 
United States shall respect that contract as the Spanish Government has done. 

Q. It is a fact that you are fighting the Postal to keep that company from get¬ 
ting a foothold m Cuba?—A. Pardon me; we are fighting to try and’keep them 
from breaking down our rights. 

Q. They are trying to get in, and you are resisting the attempt?—A. They have 
been trying to get in. but Congress has not done anything yet. 

CJ. (By Mr. Kennedy. ) Has there been an attempt made to bring about a con¬ 
solidation between the Western Union and the Postal Telegraph companies?—A. 
Not that I am aware of, I have seen a report to that effect in the papers. 

Q. Is there any community of ownership between them?—A. No, sir; not a 
dollar. 

Cj). Have you spoken as to the arrangements by which tile ruinous competition 
of former years is done away wit'll, etc.?—A. The Postal Telegraph managers 
found that they could not do anything in the matter of low rates, so they fol¬ 
lowed the rates of the Western Union. 


Q. Was not that by mutual agreement?—A. There was an agreement, yes. 
That agreement was practically abolished; they simply follow tile rates that we 
make. 

Q. You make the rates and they follow?—A. The rates are generally understood. 
Anybody can get our rates by going into an office and asking for them. 

Q. Is it desirable to bring about a consolidation of the two companies?—A. That 
1 am not prepared to answer. 

y. (By Mr. Litchman.) You have an interchange of messages?— A. Yes; that 
is, they turn messages over to us if they take them for any place they do not reach, 
ami we transmit them. 

Q. You prorate on these messages?—A. No. 

Q. The additional tariff of your zone is added to their tariff?- -A. Y T es; or they 
may take them for our through rate, and turn them over to us at their point of 
origin, turning over the whole rate to us. 

Q. (By Mr. Clakke.) If the telegraph were to he owned and operated by the 
Government, would there be any saving in the employment for it of certain 
employees of the Government now in othor occupations, like postmasters and 
clerks?—A. I should hardly think so, because a prerequisite would be a knowledge 
of telegraphy; in small offices particularly the postmaster would have to combine 
his ability as postmaster with the ability of a telegraph operator. 

Q. That is the case with railroad station agents now, is it not, to a large 
extent?—A. Yes; they would he on the same basis, hut there are, I imagine, a 
large number of postmasters that do not know anything about telegraphs. 

Q. Was not that true somewhat of the railroad station agents?—A. Yes. 

Q. One man can learn as well as the other?—A. Yes. 

Q. Is it not true, then, that a very large number of small offices could be man¬ 
aged by the same person who does some other branch of Government work?—A. 
Yes; I think that is true. It is true of several of our offices in small places which 
are in the post-offices now. 

Q. It has been charged that private or company ownership keeps out of use 
some of the latest and best inventions for operating the telegraph. Is there any¬ 
thing in that charge?—A. If the person or persons who make that charge will 
kindly name the apparatus. I should be very glad to Know it. 

Q. What is the policy of the Western Union Telegraph Company in reference 
to new inventions?—A. To develop every invention that it can lay its hands on 
that will improve the service, as I think its history proves with the quadruples 
and other systems. 

Q. Is the pnnting telegraph in use by the Western Union?—A. I do not know 
what you mean by the pnnting telegraph. 

Q. The telegraph which uses the alphabet instead of the telegraphic signs.—A. 
Oh, the old-fashioned printing is in use, but we have an automatic system in use 
by which a message is sent over a punched slip, the same as the Wheatstone, and 
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received in printed Roman letters at the other end on an ordinary blank, ready 
for delivery. 

Q. Is there not some invention by which messages are sent in Roman letters 
and are received in Roman letters?—A. Not that I know of. There have been a 
great many theories about such things. I know of no practical system of that 

Q. Is it practicable to send signatures and outlines of pictures, etc., by tele¬ 
graph?—Yes; for short distances. That is a very old invention. That is Gray’s 
telautograph, which is a development of several systems of that kind. The first 
one, I think, was an invention by Casselli, in Italy, some 20 or 30 years ago or more. 
I have forgotten the date. Then it was taken up by Edison and others. 

Q. If that can be done, why is it not equally feasible to transmit Roman letters?— 
A. It is done, but only for short distances. It requires 2 or 3 wires, and is too 
slow—too slow to compete with the ordinary transmission of messages. 

Q. Do you know of any reason why the Government could not operate the tele¬ 
graph just as successfully as a company, provided it practiced good business 
methods?—A. Do yon mean merely to operate it physically? 

Q. Own it, and operate it, and maintain it, and keep it up to public demands.— 
A. I suppose the Government could do it by employing the same class of ability 
that the companies employ for management and for operation; but I do not think 
that the general history of Government operation of any system like a telegraph 
without an organized and permanent civil service, would make it satisfac¬ 
tory to the public. As to the financial part of it, I can only repeat what I 
have already said—that if the Government should own and operate the whole sys¬ 
tem of telegraphs in the United States it could oniy do so at a large annual 
deficiency, because there would undoubtedly be political clamor for extension of 
lines to all sorts of localities without regard to any sort of financial considerations, 
of financial profit. The result would simply be similar to that of the British post- 
office and, aB far as I know, the financial results of the systems of other countries, 
except that with the larger extent of territory, the greater variety of climatic 
conditions and commercial conditions in the United States, the result would be 
very much more expensive than it is in other countries of which we have any 
record. 

Q. Do you think, as a practical telegraph manager and financier, that the prin¬ 
ciple upon which the European countries which own and operate telegraphs 
administer that branch of the Government, namely, not to make the companies 
profitable, but to afford the largest possible service to the public, is a correct prin¬ 
ciple?—A. No; in the presence of a system that serves the public as well as the 
present system does, and of the evidence that there is very little territory—that 
there is no territory, in fact—whore there is a great demand for the telegraph that 
it has not gone or does not reach by means of the telephone connections for col¬ 
lection of messages and distribution of messages, as I pointed out this morning, I 
think that no good public end would he served by it. 

Q. Suppose the Government applied good business principles to the operation 
of it so as to make it yield a fair revenue, sufficient not only to pay all its cnrrent 
expenses, but to keep up the plant in good condition and to extend it as fast as 
there was a reasonable demand for it and to yield a small profit in addition to 
all that, what objection could you then see to Government ownership and con¬ 
trol?—A. If you are speaking to me now as merely a citizen, that is another ques¬ 
tion. I sec, then, a political difficulty and objection, and I imagine that a per¬ 
manent civil-service arrangement such as prevails in all European countries 
would be distasteful for the telegraph or any other department in this country. 
Without it, the periodical shifting of operators, or managers of the offices, with 
political changes, would seriously demoralize the substantial business of the 
country, the business that depends on quick and steady communication; and 
values of produce, values of securities, and values of all kinds might be very 
materially interfered with. Under the present system instantaneous communi¬ 
cation is maintained unbrokenly between the centers of commerce, and has to bo. 
On that point you must also hear in mind that all governments who take over 
the telegraph systems at once start in by disavowing any responsibility for delays, 
for errors, for damages of any kind resulting from defective service, while the 
private ownerships are held responsible by the courtB for the conduct of their 
business, and mulcted in damages for neglect or failure that very often they 
ought not to be responsible for. By that means very strict discipline is necessarily 
enforced, automatically almost. Under the Government ownership any com¬ 
plaint or claim is met simply by the statement that His Majesty’s Government is 
not responsible for any mistake made on the telegraph line. 

Q. In your opinion, could the mail service of the Government be carried on by 
private companies better than the Government does it?—A. I should not like to 
express an opinion on that subject; I do not know enough about it. 
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Q. If there were no deficit in the Post-Office Department, but. on the contrary, 
a profit, would not the Government administration of that public facility be a 
good strong argument in favor of operating the telegraph also?—A. I think not, 
because, as I said in one of my answers to Mr. Litehman, the conditions are 
entirely different. In the one case, the Post-Office employs the vehicle provided 
bv the capital of corporations on railroads, and by a large number of individ¬ 
uals, as I understand it, for animal and like conveyances in the country dis¬ 
tricts. To meet the same conditions for the telegraph, it must necessarily pro¬ 
vide a great deal of capital, much of which would necessarily be unproductive, 
and that would simply mean an additional burden on the taxpayer. 

Q. Is there an active and strong demand in new regions of the country for tele¬ 
graph facilities?—A. Yes, sir; where there are developments. I may mention an 
instance to you. The other day an oil well was found at Beaumont, Tex. Instantly 
there was a rush of people there, but by the time they got there we had some 
quadruplex instruments on the ground and had so increased the facilities that we 
were able to handle the business before they were down there. By the time busi¬ 
ness was well under wav a wire was strung from Houston down, and complete 
provision made for that business. 

Q. Would not a large number of places be accommodated with the telegraph if 
the Government owned it which now it does not seem an object to the company 
to bring into the field?—A. I think that it was the policy of extending the tele¬ 
graph to unprofitable places in Great Britain that caused the deficiency. As I 
showed you this morning, the number of telegraph offices and connections with 
them so far exceeds the number ol places with over 1,000 population in each State 
of the United States that the places not so reached must be very small and very 
remote, and any further extension could only be to such unprofitable places except 
as they are developed. 

Q. That would be a public convenience not only to those places, but to people 
in other parts of the country who might wish to communicate with them, would 
it not?—A. Yes; it would come back to the question of who was to bear the 
expense. 

Q. The same is true in regard to mail service in this country, is it not?—A. Yes; 
but there are much fewer places in this country with the post-offices. We have 
a larger percentage of telegraph offices to post-offices in this country than there 
are in Great Britain, as I showed you this morning. 

Q. The fact remains, nevertheless, that there is a very large area not yet reached 
by telegraph?—A. Yes; where there is a shifting population, where there are 
ranches, and places of that kind, but I do not believe there are any places of any 
consequence where there is any demand for communication that we do not reach 
or that we are not in touch with. 

Q. The Government sends mail, does it not, to thousands of offices, the business 
of which does not pay the cost?—A. 1 suppose so. 

Q. Might it not do the same with telegraph messages and have the loss made 
up from business in more thickly settled portions of the country?—A. I should 
say no. If they can not do it in Great Britain, where the population is close 
together, where the country is thickly populated, and where, taking in Ireland 
and the highlands of Scotland and all those waste places, the population is still 1133 
to the mile, while our population is 76 to the mile, it seems to me that the result 
would be that the loss would grow in proportion to the size of the country. 

Q. Well, could not the Government of Great Britain do it if it charged higher 
rates?—A. Suppose they were to charge higher rates; I do not see that that makes 
any argument here, where the distances are so much longer, and where condi¬ 
tions are so entirely different from what they are there. 

Q. The long and short of it iH this: Can there not be a rate that will be remu¬ 
nerative, not necessarily from every office, but taking the rates at large over the 
whole country?—A. I do not think you can make a juster or fairer division of 
rates than we have now. 

Q. Suppose the Government accepted your scale of rates, then, entirely; could 
not they make it up?—A. Anybody, given the same conditions we have, could, j 
suppose, step into our shoes. But, as I understand it, the whole idea of Govern¬ 
ment ownership is that the Government has only to put its hand on the lines, 
reduce the rates so as to produce a tremendous increase in messages, provide an 
unlimited increase in facilities, and by some magic defy the ordinary law of the 
ledger and strike a balance somehow where exjienses are more than receipts, 
without a deficit; and I do not see how it can do it. 

Q. You think, then, that the chief danger of the Goverment making a failure of 
it ir it undertook it, would be, first, that it would not do the business on business 
principles, and second, that it would be influenced by local considerations and 
political considerations?—A. I should think that these are obvious dangers, obvi¬ 
ous possibilities. 
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Q. (By Mr. Litchman.) Will yon tell me the capacity of a cable?— A. Yes; 
with pleasure. It depends somewhat on the length of the cable. For an Atlantic 
cable, for instance, a cable that is laid in the Atlantic Ocean, that is from 1,800 to 
2,500 miles long, the only guarantee any contractor will give you is 17 words a 
minute. 

Q. It is substantially only one wire?—A. One wire right in the center, insulated 
and covered with iron or steel sheathing wires to protect it from friction outside. 

Q. I wanted to bring out the fact of the relative capacity of a cable with a line 
of land wire.—A. You can put as many wires on a land line as the poles will 
carry. Submarine cables have only one conductor each. There is a cable [show¬ 
ing a drawing]. This is the insulation. This space is filled in with jute [indi¬ 
cating] . These wires are laid on the outside and the whole thing is about as big 
as your two fingers. A ship sails along and you commit your property to the 
mercy of the deep. 

Q. (By Mr. Clarke.) These side wires [indicating] are merely to give it 
strength'?—A. That is all. Sometimes cables are laid in 2£ miles of water and 
you must have the necessary strength to stand the strain of lifting them from 
that depth for repairs. 

Q. (By Mr. Litciiman.) How far, in comparison—referring to the question 
asked you by Colonel Clarke, between this country and Great Britain—would the 
difference in universal education in this country modify the view expressed by 
you?—A. I do not think it would influence it very much. I think that our people 
who want to telegraph, do telegraph. What I wanted to say this morning is that 
Great Britain is a good deal of a playground. London is peopled all the time 
with a swelling stream of strangers from all over the world. You take a traveler 
who goes over and lands at Queenstown. The first thing he does is to telegraph 
to London to see if his hotel accommodations are all right. There is a large 
amount of social telegraphing all the time, and the whole country is simply filled 
with large houses where house parties are going on all the time and there may 
be 20 people in the house telegraphing about servants- 

Q. (By Mr. Kennedy.) Can you quad ” the cable?—A. There is a fortune for 
you if you can do it. No; we can duplex it. 

Q. (By Mr. Farquiiar.) If the Western Union and Postal were taken over by 
this Government, it would be in the hands of Congress in the Post-Office com¬ 
mittees?—A. Yes. 

Q. The whole management of the appropriation, just as the appropriation is 
now for the postal service?—A. Yes. 

Q. Do you see a danger in the usual way of Congressmen getting everything 
for their districts they cau, in covering every Congressional district of the United 
States with the telegraph to every farm house or every crossroads in the coun¬ 
try?—A. Well, I think that an opinion on that point can only be given in the 
light of experience. 

Q. Do you not think that this giving a Congressman this opportunity to make 
extensions all over the United States in his district would in a larger measure 
bring in this selfishness that is contained in the river and harbor bill?—A. That 
is just what I do think. 

Q. Do you not think that is really enough to wreck any proposition of Govern¬ 
ment ownership?—A. I think so, decidedly, and I think that that is the opinion of 
everyone who has really, carefully, conservatively, and intelligently thought 
over the question. 

Q. (By Mr. Kennedy.) I would like to ask if the post-office system is a political 
question? I would like to know if Government ownership of the telegraph 
would likely be any more a political question or a political machine than the 
Post-Office Department?—A. Well, is it not true that the postmasters are all 
changed with every new administration? And if you should undertake to change 
all the telegraph managers and operators with every administration, I think that 
the whole business of the country would be absolutely demoralized. 

Mr. Clarke. Can you think of anything further? 

When your testimony is sent to you for revision, you can supply any data that 
you have neglected to supply here. 

The Witness. There is one thing that I want to put in there. I said something 
about values on tax returns. That is all nonsense. The taxable valuations are 
on a real estate basis nearly all through the property, but that has no relation 
at all to the questions we have been considering. 

Testimony closed. 

Whereupon, at 4.10 p. m., the commission adjourned until to-morrow morning 
at 10.80 o’clock. 
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Exhibit D. 


Rates op Pay for Government Communications by Telegraph. 

Order { Post-Office Department, 

No. 742.1 Washington, D. C., June SO, 1900. 

Pursuant to the authority vested in the Postmaster-General by the act of Con¬ 
gress entitled “An act to aid in the construction of telegraph lines, and to secure 
to the Government the use of the same for postal, military, and other purposes,” 
approved July 24,1868, and by the Revised Statutes of the United States, Title 
IjXV, I hereby fix the rates at which such communications as the said statutes 
prescribe (not including those passing over circuits established by the Chief of 
the Weather Bureau, Department of Agriculture) shall be sent during the fiscal 
year beginning July 1.1900, and terminating June 80,1901, by the several com¬ 
panies within the effect of said statutes, as follows: 

For day messages containing not more than twenty (20) words, exclusive of 
place from and date, twenty (20) cents, not exceeding one thousand (1,000) miles, 
and one cent fur each additional word. One quarter of this rate to be added for 
each five hundred (500) miles, or fraction thereof, but no rate on a message of 
twenty (20) words to be more than forty (40) cents, nor on an additional word 
more than two (2) cents. The rate between all points in any State, Territory, or 
the District of Columbia shall be twenty (20) cents for twenty (20) words, and 
one cent for each additional word. 

In cases where the price of a mossage, determined as herein provided, shall 
include a fraction of a cent, such fraction, if less than one-half, is to be disre¬ 
garded; if one-half or more, it is to be counted as one cent. 

For night messages not exceeding twenty (20) words, exclusive of place from 
and date, fifteen (15) cents for any distance within two thousand (2,000) miles, 
and for greater distances twenty-five (25) cents; in each case one cent for each 
additional word. 

Instead of computing the actual distances of transmission, the distance for 
payment shall in all cases bo taken absolutely to be the number of miles between 
the capital of the State or Territory, or from the city of Washington, if from 
within the District of Columbia, from within which (whatever the place) the 
message is sent, and the capital of the State or Territory, or the city of Washing¬ 
ton, if within the District of Columbia, within which (whatever the place) the 
message is received, as shown in the accompanying table, wherein such distances 
are given as computed upon the shortest practicable route between such capi¬ 
tals, and which is to be taken as part of this order. 

But it is provided that if, on the 1st day of July, 1900. or at any time during the 
ensuing year, any such company shall charge the public for a message or ten 
words or less, exclusive of the date, address, and signature, a less rate than is 
herein fixed for twenty words, exclusive of place from and date, the rates here 
prescribed shall, as to such company, thenceforth during the year be reduced to 
the rates so charged to the public. 

The statutes provide that telegrams between the several Departments of the 
Government and their officers and agents, in their transmission over the lines of 
any such company, shall have priority over all other business. All officers of the 
United States sending such telegrams should indorse thereon the words " official 
business," and should report to the Postmaster General any failure to transmit 
them in such priority, and any charge made in excess of the rates above pre¬ 
scribed. 

Each company will be allowed to charge for messages received from another 
line at the same rate as if received from the Government direct, at the point of 
transfer for transmission over its own line. 

Ch. Emory Smith, Foatmaxter-Qeneral. 
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Schedule of ralea for Government telegrams on and after July 1, MOO. 
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Rate for twenty words and multiples of twenty, and for words adc 
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itional to 

essages. 

Day messages. 

Night m 

1 

1 
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EXHIBIT E. 

Rates for Telegraph Service for the Weathf.r Bureau, over Western 

Union, International Ocf.an. and Postal Telegraph-Cable Companies’ 

Lines, for the Fiscal Yeah ending June 30, 1901. 

FOR MISCELLANEOUS MESSAGES, 

For messages containing not more than twenty words, exclusive of place from 
and date, twenty cents, and for each additional word one cent, for all distances 
not exceeding one thousand miles. 

For distances over one thousand miles, one-fourth the price of messages for one 
thousand miles to he added for every five hundred miles or fractional part thereof: 
Provided , That no message shall be more than two times the price of a message 
for one thousand miles. (Fractional parts of a cent to be dropped in all amounts,) 

The rates between all points within the same State, Territory, or the District of 
Columbia shall be the same as for one thousand miles, to wit, twenty and one. 

The distances from all points in one State, Territory, or the District of Colum¬ 
bia to all points in another State, Territory, or the District of Columbia, shall be 
taken arbitrarily to bo the distance between tho capitals of such States, Terri¬ 
tories, or District, respectively, by the shortest practicable route, as shown by 
the published distance tables of the Post-Office Department. Bnt it is provided 
that if, on the first day of July, 1899, or at any time during the ensuing year, the 
public shall be charged for a message of ten words or less, exclusive of the date, 
address, and signature, a less rate than is herein fixed for twenty words, exclusive 
of place from and date, the rate here prescribed shall, thenceforth during the 
year, be reduced to the rate so charged to the public. 

FOR CIRCUIT REPORTS. 

For weather reports in code words, over circuits as now or hereafter arranged 
for the purpose, each station copying all the reports sent from the other stations 
on the circuit, two and one-half cents per word over each circuit not exceeding 
one thousand miles in length and having not more than four intermediate and 
two terminal stations; one-half cent per word additional for circuits over one 
thousand miles in length: Provided, That no circuit shall exceed fifteen hundred 
miles in length; one eighth cent per word to be added for each additional drop- 
copy station; one-eighth cent per word to be deducted for each drop-copy station 
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that may be discontinued beyond the four intermediate stations. Copies of all 
circuit reports, in installments of not more than two sheets at a time, must be 
delivered to the Weather Bureau observers promptly after their receipt at the 
stations on the different circuits, where messenger service is maintained. 

SPECIAL RATE FOR CERTAIN FORECAST, AND ALL COTTON REGION, SUGAR AND 
RICE, AND CORN AND WHEAT REGION MESSAGES. 

For all forecast messages distributed from designated circuit centers other 
than Washington, D. C., Chicago, Ill., San Francisco, Cal., and Portland, Oreg., 
on each day that they are telegraphed, the rate for miscellaneous messages will 
be charged for the first message and ten cents for each additional message. 

For all forecast messages distributed from the circuit center of Washington, 
D. C., Chicago, Ill.,San Francisco,Cal., and Portland,Oreg.,to points other than 
regular Weather Bureau stations, on each day that they are telegraphed, the rate 
for miscellaneous messages will be charged for the first message and ten cents for 
each additional message. For all foiecast messages telegraphed from Washing¬ 
ton, D. C., Chicago, 111., San Francisco, Cal., and Portland. Oreg., to regular 
Weather Bureau stations the rates for miscellaneous messages will apply. The 
message destined to the farthest point from the designated circuit centers shall 
be considered as the first message in each case. 

For all cotton region, sugar and rice, and corn and wheat region messages on 
each day that they are telegraphed, twenty cents for the first message received at 
each circuit center and ten cents for each additional message. 

Forecast, cotton region, sugar and rice, and corn and wheat region messages 
to be counted the same as miscellaneous messages, and one cent allowed for each 
additional word over twenty. 

For rent of cable between Fort Point and Lime Point, California, at fifty dollars 
per month. 


It is agreed that the above-named telegraph companies shall require their opera¬ 
tors and agents to give priority to all Weather Bureau business, in accordance 
with the provisions of the act of Congress approved July 24,1860, which provides 
that telegrams between the several departments of the Government shall have 
priority over all other business. 

Schedule of word rates. 

IA11 words, except place from and date, to be counted Messages of less than twenty words to be 
charged at the rate of twenty words.] 
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Exhibit F. 

Statistics of the Western Ihiitm Telegraph Company. 

The following table exhibits the mileage of lines operated, number of offices, num¬ 
ber of messages sent, receipts, expenses, protits, and average tolls and cost per message 
for each year since 1866: 


Year. 
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1868. 

50| 183 

97,594 

3,219 

0,401,595 

7,004,560.19 

4,362,849.32 

2,641,710 87 

104.7 

63.4 

1869. 

52,091 

104,58.] 

3,607 

7,931.933 

7, sin, mac 

4,568,116.85 

2,718,801.45 

89 3 

51.2 

1870. 

54,109' 112,191 

3,972 

9,157,040 

7,138,737 96 

4,910,772 42 

2,227,965 51 

75 5 

61.2 

1871. 

56,032 

121,151 

1,606 

10,016,077 

7,637,448.85 

5,104,787 19 

2,532,661 66 

69.5 

45.7 

1872. 

62,033 

137,190 

5,237 

12, 111,499 

8,157,09-5.77 

5,060,803 16 

2,790,232 61 

66 2 

43.8 

1872. 

65,757 

154,472 

5,710 

11, 150,832 

9,3:13,018.51 

6,575,055 82 

2,757,962 69 

62.5 

43.4 

1871. 

71,585 

175,735 

6,188 

10,329,256 

9,202,053.98 

0,755,733.83 

2,500,920 15 

51.9 

39.5 

3875. 

72,833 

179,496 

(!, 505 

17,153,710 

9,504,574.00 

6,335,411 77 

3,229,157.83 

51 

35.2 

1876. 

73,532 

183,832 

7,0)72 

18,729,507 

10,031,983 66 

6,635,173.69 

3,399,509.97 

50 9 

33.5 

1877. 
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6,672,224 94 

3,140,127.67 

43 6 

29 8 
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25 
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38 6 

25.2 
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38 4 
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38 

26 
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25.2 
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5.7(H). 924.13 

32.1 
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31.3 

23.4 
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13,154,028 54 
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30.4 
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5,070,571.91 

31.2 

23 2 
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(-3,107,753 

24 758,509.55 

18,59! 205 87 

0,165,36:1 68 

30 S 

25 1 


Washington. 1). April 17, l'Ml. 

TESTIMONY OF ME, A. L. EANDALL, 

Chairman International Typographical Union committee on Government control 
ana ownership of the telegraph. 

The commission met at 10.5/5 a. m. At 2.38 p. in., Mr. Litchman presiding, Mr. 
A. L. Randall appeared as a witness and, being duly sworn, testified as follows: 

Q. (By Mr. Litchman.) For the sake of the record, you will kindly give your 
name, post-office address, and your occupation.—A. A. L. Randall, 1510 North 
Capitol street, Washington, D. < 5 .; assistant foreman, Government Printing Office. 

Q. You are a member of the International Typographical Cnion committee on 
Government ownership and control of telegraphs'/—A, Yes; chairman of that 
committee and have been since 1893. 

Q. In that connection have yon obtained certain knowledge and information in 
relation to the matter that may be desirable for ns to hear?—A. I have. I may 
not be as well informed as I was 4 or 5 years ago. Since the Spanish-American 
war we have dropped down a little bit because we could not get a hearing on that 
account. 

Q. Have yon any prepared statement that you care to present in your own 
way?—A. Yes, sir. 

16 a- 16 ' 
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Mr. Litchman. Mr. Randall may make his statement and any members of the 
commission can ask such questions as may occur to them as being pertinent in 
connection with the inquiry. 

The Witness. In 1893 the International Typographical Union of North America, 
at its forty-first annual session, held in the city of Chicago, put itself on record in 
favor of governmental ownership and control of the telegraph of this country, by 
adopting resolutions offered by myself, and directing its officers to appoint a com¬ 
mittee. whose duty it should be to work and watch to further the interests of the 
measure. I was a delegate to that convention from Columbia Union, 101, of this 
city. A distinguished member of this commission, Mr. John L. Kennedy, was a 
colleague of mine. I was appointed chairman of the committee, and we at once 
proceeded to organize the country on this measure. In a short time petitions and 
resolutions from every nook and corner of the country began to pour into Congress, 
and after petitions bearing something like 300,000 signatures, besides hundreds of 
resolutions had been offered and referred to the House Post-Office and Post-Roads 
Committee, we succeeded in having a date fixed for the hearings to begin. May 4, 
1894, was the date for the first hearing. I had the honor to open the hearing with 
a statement why our organization desired the Government to own and operate 
the telegraph lines of this country, and was followed by Mr. Samuel Gompers, 
president or the American Federation of Labor, who spoke at length on the great 
good the people of this country would derive if only the Government owned and 
controlled telegraphic communication, and he closed with an earnest appeal to the 
House committee to open their eyes to the present condition of the subject-matter. 

We had six different hearings in all before that committee, and among those 
who made arguments and statements before the House committee, besides the 
above-mentioned gentlemen, were: Congressman Maguire, of California; John 
Davis, of Kansas; Gardiner G. Hubbard, father-in-law of Alexander Graham Bell, 
of Bell telephone fame; Marion Butler, of North Carolina, who was at that time 
president of the National Farmers’ Alliance and Industrial Union, and later a 
United States Senator; Samuel H. Bell, and William McCabe, of the International 
Typographical Union committee. Some of these gentlemen spoke several times. 

Very few members of either body wove found who declared themselves in direct 
opposition to the measure. With only a few exceptions, all conversed with 
admitted that it was not only the right, but the duty of the Government to fur¬ 
nish the speediest and most efficient postal service in operation in any nation on 
the globe; that the people were not only entitled to the best, at the lowest possi¬ 
ble cost, but that the demand for a postal telegraph, repeated with increasing 
force and persistency from year to year, would soon have to be met by the utili¬ 
zation by the Government of electricity for the speedy transmission of the urgent 
correspondence of the people, and that they ought not to be compelled to wait 
upon tho more slow and antiquated methods and process of so-called “ fast mail 
trains.” 

At a hearing granted to us by the Senate Post-Offico Committee in 1896, 
Mr. P. B. Delany. a famous electrical expert and inventor, was among those who 
made arguments in favor of this measure. Mr. Delany, who has personally 
investigated the workings of the governmental telegraph systems of nearly every 
country in Europe, and who is especially familiar with the postal telegraph in 
Great Britain, on the lines of which country one of his more important inventions 
has been for some time in successful operation, then made an elaborate argument, 
from the standpoint of an expert, in favor of the annexation by the United States 
of the telegraph to its postal service. 

During the period of active operations at the Capitol my committee frequently 
received timely and valuable advice and assistance from a very distinguished 
member of your commisson, ex-Congressman John M. Farquhar, who from 1860 
to 1862 was president of the National Typographical Union. Mr. Farquhar is the 
oldest ex-president of our organization now living. Veteran unionist, as he is, he 
has lost none of his old-time interest in our organization and its affairs. 

We have also been successful in having public mass meetings throughout the 
country for the purpose of agitating the question and bringing it to the attention 
of all classes or people, thus enabling tne business community to form a more 
intelligent idea of the advantages of the proposition, and also give the measure 
wider publicity and place the people in possession of essential facts regarding the 
scheme, which have heretofore been but little understood. 

An organic opposition to a monopoly of any sort may be stated as my general 
reason for advocating the governmental ownership ana control of the telegraph. 
I have received hundreds of letters from business men in different sections of the 
country, claiming that the rates are extortionate; that they are levied so as to 
yield large dividends, not only for the stocks paid for in money, but on what is 
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called “watered .stocks,” which are understood to be quite considerable in 
amounts. There is no doubt that at least two-thirds of the entire stock now out¬ 
standing on the Western Union is clear and unmixed water. This company, 
with its millions of capital, and with its monopoly of the business of the telegraph, 
is independent of any legal control for the protection of the rights and interests 
of the people—a condition of things which no just government should tolerate. 

The telegraph has become a very important agency for the communication of 
intelligence, and the telegraph system of this country has been concentrated in 
the hands of a comparatively few persons, and has become a monopoly with power 
to levy such exactions on telegraphic communications as those who control the 
system may choose to establish. Too frequent exercise of the subtle and danger¬ 
ous power possessed by this monopoly in thwarting the public will has resulted 
in a demand by the people that the Government shall own and operate the lines 
n the interest of all. Such ownership and control would be only a return to 
original conditions. The first telegraph line in America (from Washington to 
Baltimore) was built with an appropriation from Congress, and was operated by 
the Post-Office Department for 3 years. 

For a great many years there has been a demand for the utilization of the tele¬ 
graph for cheaper and speedier messages. The demand has been for some method 
of governmental control, but the influence of the few who have made a monopoly 
of this useful service 1ms been sufficient to defeat so reasonable and just a demand. 

Almost every Postmaster-General since 1840 has been in favor of the Govern¬ 
ment owning the telegraph. 

I will quote the two following paragraphs from Postmaster-General Wana- 
maker’s report of 1892, which is a splendid presentation of the case: 

“ I am fully convinced that the Government will never properly do the postal 
work committed to it until it uses electricity in some form, and therefore I advo¬ 
cate the utilization of both the telegraph and telephone at the earliest practicable 
day. To receive letters and other mail and store them away for shipment in bulk, 
more or less slowly once a day, or even every hour, when a wire and telegraph 
instrument might connect the major part of the post-offices seems an antiquated 
anomaly. It is true that a large part of the mails must always go by rail. But 
there is another considerable part that seeks quicker transit that does not find con¬ 
venient the 10,000 railroad telegraph offices, often distant from villages, and does 
not find the telegraph carried within the reach of working people. 

“ The mail and telegraph are the life current of business, and to a large extent 
of social life, and the private monopoly of either system must result in creating 
a preferred class, to which high rates may not be objectionable. The humbler 
citizen must do without. It was said long ago that the telegraph was a monopoly, 
and so is the postal system; but the difference is that one is oporated for private 
gain and the other for public good. The Government follows a settler across the 
plains and into the mines and establishes a post-office, in order that his family may 
have lettors and newspapers and be more content in a frontier home. The tele¬ 
graph goes where it can find paying business only; and so it falls out that only a 
sixtieth part of the people of the United States, owing, not to the need, but to the 
inconvenience and charges, employ the telegraph. The post-office helps to settle, 
serve, and satisfy the country—literally to make the country—and of all its 
adjuncts, the most important, that which would afford the quickest mode of com¬ 
munication between families near and far, apparently can not be made available 
in any way. The fact is that in some respects the telegraph seems to get farther 
and farther away as the capital and the power of the corporation increase.” 

Let us briefly trace the growth of this gigantic monopoly. 

In 1858 the capital stock of the Western Union was $385,700. The stock dividends 
delared between 1858 and 1806, a period of only 8 years, amounted to $17,810,146, 
and the stock issued for new lines was $1,937,950, making the capital stock on July 
1,1866, $20,133,800. In that very year new stock was created to the amount of 
$20,450,500, this making the capital stock on July 1,1867, $40,568,300. The largest 
dividend declared by the company up to 1874 was 414 per cent. The investors 
got their money back four times in 1 year. The largest amount of stock ever 
divided at one time was $10,000,000, and for a period of 7 years the dividends 
were about 100 per cent a year on its average capital. In 1874 the company 
bought up its own stock and the stock of other telegraph companies and accumu¬ 
lated a fund of $15,000,000. which was held in the treasury of the company. The 
following are some of the dividends declared: In 1862,27 per cent; 1863,100 per 
cent; 1864, 100 per cent. In 1878, $6,000,000; in 1881, one of $15,000,000 and 
another of $4,300,000. It realized $100,000,000 in 25 years by its extortionate 
charges. An investment of $1,000 in Western Union stock in 1858 would have 
received up to 1890 stock dividends of more than $50,000 and cash dividends equal 
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to $100,000, or 300 per cent of dividends in a year. In 1890 its capital stock was 
$83,960,000; but, from the last report I have been able to see of the Western Union, 
it took a jump which raised it to about $115,000,000. 

Says Mr. Wanamaker again: 

“ I believe that a telegraph company could make a great deal of money on a 
uniform 25-cent 20-word message to all parts of the country. The increase of' 
business on lower rates would be so large that the profits of the telegraph com¬ 
pany, in my judgment, would not be diminished. It can not be questioned that 
the Government, by reason of what it would save in the use of existing postal 
machinery, could easily by this time have afforded much lower rates than the 
present telegraph charges if it had continued to operate the lines it began. The 
people think more about these things than they are commonly supposed to do, and 
they are restive under conditions which they feel that the Government should 
change.” 

Just think of it! Sixty-one per cent of the telegraph lines of the world are 
under government ownership. All the countries of Europe own their telegraph 
lines. The rates for service are as follows: 

England, 12 cents for 12 words; Germany, 17 cents for 10 words, and a discount 
of 1} cents for every word less than 10; Italy, !H cents for 15 words; Switzerland, 
10 cents for 10 words; Belgium, 9 cents for 10 words. In France the rate is 10 
cents for 1ft words within the country, and 2 cents per word from the French- 
African possessions, a 10-word message from North Africa costing but 20 cents. 
Distance is not considered in making the rate. No more charge is made for 100 
miles than 1 mile, the same principle being applied as that governing our postal 
system. Most of these countries derive their revenue from the service. This is 
effected by combining t he telegraph with the post-office. In Italy in 1890 the gross 
earnings of the lines was $8,010,974; the expenses, $2,703,187; leaving a net profit 
of *306,837. 

Here is what a telegraph operator says in regard to the monopoly imposing upon 
the people. Seldom is it that we can get one of them to say anything: 

“ Careful investigation shows that the Western Union favors one class of busi¬ 
ness and willfully neglects to do justice to another. Certain business, mostly 
brokers' messages, has special rights over everything else. The operator who is 
sending death messages, messages that summon children to the bedside of dying 
parents, or transact legitimate business of merchants and manufacturers, is often 
obliged to lay them aside in order that the wires may be used for the businoss of 
a trust, a monopoly, or a ring of speculators. 

“Many broker companies hire wires for use during a few hours in the middle 
of the day. The leasing practice has grown to such proportions with the Western 
Union as to make it impossible for the regular volume of legitimate business to 
be handled readily, with the few wires retained for that purpose. What is the 
consequence? From 9 a. m. to 3 p. m. there is a large accumulation of business in 
repeating offices. The brokers'wires are then free, and they are manned to handle 
the business which has been obliged to wait.” 

In his report for 1880 Postmaster-General Maynard says: 

“ During my visit to the British post-office I examined with much interest the 
system of telegraphy, for several years past connected with the postal service. 
This method of correspondence is thought to have made a great advance since it 
was changed from the management of private corporations, responsible to nobody, 
hardly to public opinion, and placed under the control of the Government. The 
business has increased many fold, the cost of sending messages has been largely 
reduced, and the service is performed in many localities it never would have reached 
under the pecuniary stimulus of private enterprise. At the same time it yields a 
margin of profit to the royal treasury.” 

Postmaster-General Gresham in Ins report for 1883 said: 

“ The same principle which justified and demanded the transference of the 
mail on many chief routes from the horse-drawn coach on common highways to 
steam-impelled vehicles on land and water is equally potent to warrant the call¬ 
ing of the electro-magnetic telegraph in aid of the post-office in discharge of its 
great functions of rapidly transmitting correspondence and intelligence.” 

This measure has been indorsed heretofore by every commercial body of men in 
the United States—by every board of trade and chamber of commerce. The peo¬ 
ple who furnish 34 per cent of all the telegraph business ought to count. The 
national board of trade, at almost all of its sessions for the last 12 years, has 
resolved, in the strongest kind of language, that the necessities of the people of 
the country demanded that the Government should take control of the telegraphic 
ystem or build another system. 
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. Here is what Hon. Henry W. Blair, of New Hampshire, had to say in connec¬ 
tion with governmental ownership and control of the telegraph before the Hen¬ 
derson committee in 1894: 

“ I do not suppose the time has ever been, since the Government has existed, 
when they have not assumed control, for the benefit ot the people universally, of 
the means of intellectual communication—the communication of intelligence as 
between individuals. That is the very starting point of society, and is one of the 
lines of demarcation between men and the brute creation. In fact the brutes 
themselves, so far as they have any capacity whatever, except mere force and 
inertia, have some method of communication between themselves. Away back 
we began with the postman. Then time and distance were the two obstacles to 
be overcome. The postman went with regularity; he went with comparative 
cheapness; he became a public vehicle and he was available to everybody; he was 
the first force or starting point; he was an educative force; he was of use in busi¬ 
ness; he was of use in social life; he was a necessity; he was a governmental 
institution. 

“ Then we went further and appropriated the horse because he could annihilate 
distance more rapidly and was a better means, when combined with postman, of 
accomplishing the same end—a social business educator. 

“ Then steam force was discovered. We appropriated that through the Post- 
Office Department to overcome time and distance in intercommunication, and 
that, too, without reference to the pecuniary ability or capacity of the Govern¬ 
ment to meet expenditure. It was a public benefit. It was* educational—to 
educate the people in the establishment of a general system of post-offices and 
post-roads. Now we come in these later days to miraculous interpositions, as it 
were, to facilitate intercourse between the people. When we discovered the tele¬ 
graph and telephone we appropriated the lightning. And right here, at this point, 
it would seem as though God had interposed in our favor to place within our 
control a means of communication vastly more important than all others before 
that, for the lightning actually annihilates both distance and time. So that the 
business man residing in San Francisco can sit down, as it were, side by side with 
another business man in New York and be brought into contact, where they can 
convene for 5 minutes or half an hour, their business communication, and often¬ 
times personal communication, being flashed across the continent instantly. So 
with the telegraph—not so great a convenience, to be sure, as the telephone. 

“To make it all brief, it seems to me that we are not justified in promoting any 
private institution or system of private institutions or organizations of forces to 
step in here between the people and these modern discoveries and thus practically 
double the burden which is to be imposed upon the masses of the people at large, 
in order that we may avail ourselves of the whole of those means. 

“ I doubt whether we should stop and insist upon knowing whether it will pay 
by actual book account. But these agencies will pay in a thousand ways, pay in 
the saving of expenditures that all men in the course of their lives must make 
sometimes. So I think this comparatively cheap means of intercommunication 
that annihilates time and distance should be adopted. 

‘ ‘ Then there are the matters of detail. You can work those out. I believe you 
can put these ideas into a bill and provide, if you please, that in some reasonable 
way existing companies should, if they find the interference of the Government 
in this general way—not for present uses but for general public uses—ruinous to 
vested capital, either have their properties purchased by the Government or be 
left to hold such field of occupation as may be proper. And there will be one. 
There will always be a large special field, which they can occupy with profit, for 
the transmission of business messages between brokers and all that. Leave the 
field open to them in the future in some way, so they may still find a profitable 
business, or by total or partial compensation, if necessary, prevent anything like 
a sequestration of vested capital. Provide some way so as to do justice all 
around, some proper and natural way, as has been found in foreign countries, 
where they are more accustomed than our people to the use of these two great 
miracles of intercommunication, the telephone and the telegraph. It seems to 
me that we ought to do that. 

“ Speaking of how monopolies have grown, I know myself how the Associated 
Press, with their arrangements with the telegraph companies for the sending of 
press dispatches, are an obstacle in the way of the establishment of newspaper 
enterprises throughout the country. In our own State, New Hampshire, we 
found very great difficulty—in fact, we have found it impossible, in the State 
where I live, to establish and maintain an important newspaper which we 
designed to establish, and for which the capital could easily have been obtained 
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without any difficulty. This has been so for many years, at least for 10 or 15 
years.” 

. You may wonder why the printers of the country are taking such an active 
interest in the governmental ownership and control of the telegraph. I will 
endeavor to tell you. It is true that we, as printers, have a selfish motive in 
desiring governmental ownership. The moment a law providing for govern¬ 
mental ownership should pass Congress that moment would the twin monopoly 
be broken, and then, we believe, in almost every city in the country at least one 
new paper would start. You may ask why new papers can not start now. 
Because the avenues in which the news is gathered are closed excepting to those 
who are so fortunate as to be members of the Associated Press, which has, by 
arrangement with the Western Union Telegraph Company, a monopoly of the 
telegraphic news gathering and distribution of the whole country. This associ¬ 
ation is thus enabled to serve its members with this class of news at a rate which 
places it out of reach of competition because of the favored rates granted by the 
Western Union. 

In connection with this I wish to say that there was a time right here in the 
city of Washington when a syndicate desired to start a paper. They tried to buy 
a franchise which was not in use, and was locked up in a safe, but the owner 
wanted $30,000 for it. I think that was the amount. Just think of it—$20,000 
for the mere privilege of bnying the news! Just about enough to pay for a good 
newspaper plant. I am here to tell you that the syndicate never started the 
aforesaid paper. Through this failure a large number of situations were lost to 
our members here in Washington. 

Government ownership of the telegraph will make it possible for all who desire 
to enter the daily newspaper field to get their telegraphic news on even terms. 
There are several hundred places where, I believe, new papers would start, thereby 
creating a demand for thousands of printers, not to speak of the other thousands 
of persons in kindred callings who will thus be put in the way of permanent 
employment. 

I will leave it to you to judge what a relief and godsend it would be to the 
members of my craft if the Government would reassume ownership and control 
of the telegraph lines of this country and destroy these twin monopolies. The 
press rates could then be reduced so low that every country weekly paper could 
and would afford to print the latest telegraphic dispatches on the day of publica¬ 
tion, and a telegraph or telephone could be at every country post-office. 

Senate Report 343, Forty-third Congress, first session, page 5, says: 

‘•The operations of the postal-telegraph system would result in a speedy ter¬ 
mination of this alliance—the telegraph and news association and groups of 
favored papers—and will be a very important step toward the freedom of the 
press.” 

The Western Union people tell us there is no discrimination; that they treat 
all alike. We know this is not true. Prof. Frank Parsons, in Senate Doc. 65, 
Fifty-sixth Congress, first session, page 136, says: 

“ We have seen in part 6 (Arena, June, 1896) how rates were raised on papers 
that criticised the Western Union’s president or advocated a postal telegraph too 
vigorously; how papers were ordered not to criticise news reports under penalty 
of loss of news facilities, etc. It is interesting to note that even the largest and 
most influential papers do not always escape persecution. In his speech in the 
House March 1,1884, the Hon. John A. Anderson, of Kansas, tells us that “the 
Chicago Inter Ocean had the lease of a private wire from Washington to Chi¬ 
cago, and published Washington news every day. A few weeks since Senator 
Hill spoke for the postal telegraph. The Inter Ocean published the speech ver¬ 
batim. That evening word was sent to che Inter Ocean that the lease was ter¬ 
minated. The manager of the Inter Ocean said afterwards that their relations 
with the Western Union were still friendly, but he had to be, of course, in order 
to keep the general dispatches.” 

Mr. Thomas F. Clark, vice-president of the Western Union, when before this 
commission last month, said in answer, when Mr. Kennedy asked him if the 
Government were to assume control of the telegraph whether the rates would 
be the same to every one, that there would be no news monopolies; there would 
be more newspapers started, etc. This is the first he had ever heard that there 
was a news monopoly. He said every newspaper was free to get any quantity 
of services it wishes on the same basis, and that there was no discrimination at 
all on the part of the telegraph company, and he said he did not know of any 
on the part of the newspapers. 

I want to impress upon the members of the Industrial Commission-that while 
Mr. Clark makes the statement that his company makes no discrimination, there 
is discrimination, as you would soon find out if you undertook to start another 
press association and asked the same privilege on the same basis given to the 
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existing news^athering association. The Western Union says, “ We don’t dis¬ 
criminate.’' TheAssociated Presssays, “ We limitthe field.” Mr. Quigg, a mem¬ 
ber of the Henderson committee in 1894, said in this connection: “ No doubt about 
that. To my mind that is one of the greatest evils we have to contend with—the 
fact that newspapers combine to create press associations, and thereby shut out 
other newspapers.” 

In Senate Doc. 65, Fifty-sixth Congress, first session, pages 55-58, Professor 
Parsons says: 

“ The final responsibility, however, rests with the Western Union. It is West¬ 
ern Union favor that gives the press associations their power of life and death 
over so many dailies. It is the fact that the Western Union serves a paper in the 
association for a fraction of the price that must be paid for the same service by a 
paper not in the association. It is this fact that enables the press association to 
control the newspaper field. If the Western Union would stand for fair play and 
equal rates to all, and make it a part of the press agreement that all papers should 
receive the news at fair rates without discrimination, the Associated Press would 
lose its tyrannical power of exclusion. But the Western Union prefers to be a 
coconspirator in the building of a press monopoly, because in return for its aid it 
gains a mighty hold upon the press. * * * The understanding between the 
telegraph company ana the press association secures the latter low rates and the 
power of excluding new papers from the field, and to the former a strong influ¬ 
ence upon press dispatches, the support of the papers in such associations, and the 
exclusive right to transmit and sell the market quotations. Besides the force of 
direct agreement and the powerful motives of mutual support that naturally 
develop between two individuals or corporations working together year after year 
with an ever-present consciousness in each of the vital relations to its prosperity 
that is sustained by the other—besides all this, the men who run the Western 
Union control a number of papers directly, and can control others whenever it 
may be thought best. Tin' Western Union not only has its power of causing seri¬ 
ous loss to newspapers that oppose it—it has millions with which to buy the stock 
of an obnoxious paper, so capturing the fortress entire and spiking the guns or 
turning them against its enemies." 

The Washburn committee reported that “ the associations themselves, and con¬ 
sequently the newspapers, are completely in the power of the telegraph companies, 
which can at any moment raise the rates for news telegrams to a par with those 
charged for private messages, and thus prevent their transmission almost alto¬ 
gether.” 

President Orton testified that the company had a compact with the Associated 
Press by which the latter agreed to stand by the Western Union. 

Here is a copy of the agreement: 

CONTRACT OF TELEOltAPH COMPANY WITH TI1K PRESS, 

[Kxtruet.] 

And said Associated Press agrees that during the continuance of this agreement 
they and their agents, and all parties furnished by them with news for publica¬ 
tion, and the agents of such parties, shall employ the said telegraph company, 
exclusively, to transmit to and from all places reached by its lines all telegraphic 
messages relating to the news or newspaper business; and that they will not in 
any way encourage or support any opposition or competing telegraph company. 

PRIVATE CIRCULAR. (NOT FOR PUBLICATION.) 

[Extract ] 

Cincinnati Commercial Office, April 15, 1867. 
To the Members of the Western Associated Press: 

Your attention is invited to the clause in our contract with the telegraph com¬ 
pany which forbids us to encourage or support any opposition or competing 
telegraph company, That clause was to the telegraph company a valuable 
consideration for the favorable terms upon which they contracted with us. 

M. Halstead, 

Executive Committee, Western Associated Press. 

I understand that when that matter was brought out at the time previous to 
this (I do not remember what committee it was before) that Brother Marean, 
who is present now, made a statement. The point my committee makes is that 
there is some such contract in vogue at the present day, although we can not 
prove it. 
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After the above-mentioned extracts had become public the Western Union 
rises up in all its glory and says that contract was ‘ 1 abrogated 20 years ago. ” But 
it shows the spirit that did exist which actuated this great corporation, and I feel 
satisfied in my own mind that there is an understanding between them to-day, if 
not another contract. 

Before the Blair committee D. H. Craig said: “ The Western Union and the Press 
Association work together to rum a paper that buys news from any competing 
telegraph line.” 

I would like to say right here that Mr. Craig was the originator of the Associated 
Press of the Unitea States. He adopted the carrier pigeons for that purpose in 
Boston years and years ago, and at one time he was the head one, as Brother 
Marean undoubtedly recollects himself, although he is not quite as old a man as 
Mr. Craig was before he died. 

The editor of the only morning journal in one of the largest interior cities in 
New York State began to take news from a rival company and refused to discon¬ 
tinue. The Western Union complained to the Associated Press, and its manager 
negotiated with the publisher of an evening paper to run a morning edition, 
pledging him free and exclusive telegraphic prefes reports for a year. The rebel¬ 
lious editor quickly yielded. 

And even at this late date—last month—Vice-President Clark, of the Western 
Union, tells this commission that this is the first he had known that there was 
such a thing as a news monopoly. It is too bad about him. But then a great 
many of his statements are like those of President Green and other Western 
Union people that have appeared before different committees on this subject. 
He says there is no discrimination at all on the part of the telegraph company, 
nor does he know of any on the part of the newspapers. Just think of that state¬ 
ment for a moment. 

How does Mr. Clark account for these two statements? 

Said Mr. Hubbard to the Hill committee: 

“ The man who rules the Associated Press has an instrument for shaping the 
opinions of the millions which, by the constancy and rapidity of its action, defies 
competition. The events which take place in all business, political, and religious 
centers, together with the actions of public men and their imputed motives, are 
all presented simultaneously to the public, from ocean to ocean, through this 
instrumentality. The agents who collect the news respond to the central author¬ 
ity at New York, and are subject to removal at its pleasure. Here is a power 
greater than any ever wielded by the French Directory, because in an era when 
public onion is omnipotent, it can give, withhold, or color the information which 
shapes that opinion. It may impart an irresistible power to the caprice of an 
individual, and the reputation of the ablest and purest public man may be fatally 
tainted in every town and village of the continent by a midnight dispatch. It is 
incompatible with public safety that such an exclusive power to speak to the 
whole public in the same moment, upon every subject, and thus to create public 
opinion, should be under the absolute control of a corporation.” 

Before the Bingham committee Mr. Tliurbor, representing the national board 
of trade, said this in the course of his remarks: 

“One reason why, perhaps, we have not had a postal telegraph long ago has 
been the fact of the close relations existing between the Western Union Telegraph 
Company and the Associated Press, which latter corporation has daily educated 
public opinion in the opposite direction. Mr. Wiman (a Western Union director 
who haa just spoken) is evidently a fair man, but unless Mr. Wiman sees to it 
that both sides of this question, as presented here to-day, are sent out with equal 
fairness over the wires, you may be sure that all the points he has made will go 
flashing out to all parts of this country, and that all those that have been made 
against him will find their resting place only in the published proceedings of the 
national board of trade.” 

I could go on and quote other gentlemen who have made statements on this 
subject, some of them even stronger than these, but I will not detain you longer 
at this time. If Vice-President Clark is right in his statement, these gentlemen 
evidently do not know what they are talking about. I presume, however, if Mr. 
Clark would only stop for a moment and put on his thinking outfit, he might have 
a vague recollection that there was just a little discrimination both on the part of 
the Western Union and the Associated Press. 

Again, Vice-President Clark makes a very “ fishy ” answer to some questions 
propounded to him while before this commission in March. He was asked the 
question if it was true that his company keeps out of use some of the best inven¬ 
tions for operating the telegraph. His answer was: “ If persons who make that 
charge will kindly name the apparatus, I would be very glad to know it.” 
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He was also asked what was the policy of his company in reference to new 
inventions, and he replied: “To develop every invention that it can lay its bands 
on that will improve the service.” 

It seems so foolish that a gentleman of the caliber of Mr. Clark would make 
such a statement that will go out to the public. He must have a very poor opin¬ 
ion of the general public to think for one moment that they would believe the 
answers that he makes to the above questions. It is confidently maintained by 
those having personal and expert knowledge of the subject that the existing tel¬ 
egraph companies do not make use of any of the recent improvements in telegra¬ 
phy, thereby giving the people the benefit of a cheaper and quicker service. 

I was invited to witness an exhibition of a new system, and I am confident that, 
if put into general use by the Government, it would revolutionize the telegraph 
business of the country. This system is more simple and reliable than any form 
of the Morse system, and is not affected by wet or changeable weather. It is 
called Machine Telegraphy, and has ten patents upon it. 

To enlarge the sphere of the telegraph and make it eventually a part of the 
postal system (as it is already in every other civilized country of the world), 
two conditions are necessary. One of these is that we must utilize to a greater 
extent than at present the natural capacity of a wire for carrying electrical 
impulses. Practically, and in ordinary circuits of 300 to 000 miles, the limit has 
been demonstrated to lie about 400 impulses per second by the Morse system sym- 
plex to 1,000 by the Morse quadruples—equal to about 25 to 100 words per minute. 

By the Machine system the Morse system can be more than doubled, and it can 
be operated perfectly in the heaviest, rain storms in circuits of 1,000 miles, with 
15,000 practical electrical impulses per second, equal to 1,000 words per minute. 
In circuits of 500 miles, the Machine system yields 30,000 practical impulses per 
second, equal to 2,000 words per minute. These are, of course, rates of speed 
strictly mechanical, and utterly beyond the capability of the human hand. 

It is evident, then, ilia' progiess lies in the direction of utilizing the capacity of 
wires, or, in other words, in making one wire, operated mechanically, do the work 
of 20 to 50 unde manual labor. This means a large reduction in the cost of 
plant, maintenance, etc., aggregating at least 50 to 75 per cent as compared with 
t he most advantageous telegraph system now in use. 

The actual costof telegraphing by this new system, all things fairly considered, 
is rather less than more than one-fifth of tile whole necessary expenses of the best 
form ot telegraphing by the Morse or any other form of hand telegraphy. 

Witli this system, telegraphing of 50 words by day and 100 words by night can 
be afforded, with reasonable support from the public, at one-half (or less) the 
present tariff of the existing telegraph companies for telegraphing 10-word 
messages. 

The system admits of an endless number and variety of cipher forms, whereby 
messages or letters may be telegraphed in cipher without the possibility of trans¬ 
lation without the cipher key. 

Should any interruptions occur in the line while messages are coming over the 
wire, even at 2,000 words per minute, the operators in charge can, by means of a 
telephonic attachment to the wire at either or both ends, instantly detect the loss 
of a single letter or word without any inspection of the record. 

The matter to lie telegraphed by this system must first be perforated upon a 
machine. These machines have key hoards like those of typewriters, and are 
operated with equal ease and speed. 

Tliis system is especially adapted to newspaper reporting for individual journals 
or associations of journals, from 30,000 to 60,000 words (depending upon the length 
of the reports) being easily telegraphed over one wire in an hour, in all weather, 
in any circuit of 1,000 miles, twice this speed being assured in circuits of 500 
milos. In circuits of 3,000 mile about 500 words per minute can be sent, as against 
60 words, which is about the limit of the present hand system now in use. 

The United States is the only Government that persists in carrying its mails by 
a slow conveyance in preference to a fast one. No valid reason can be advanced 
why a letter should he delayed 27 hours between Washington and Chicago, when 
it can be telegraphed and delivered by a postman within an hour, at a cost of 25 
cents per 100 words by day or 200 words by night. 

The change from train to the telegraph as a means of carrying letters is quite 
imperative, and fully as warrantable, as was the substitution of the train for the 
stagecoach many years ago. 

Can there be any doubt about the willingness of the public to pay 25 cents to 
gain 27 hours between Washington and Chicago? The same argument may be 
applied to the mails between all other large cities throughout the country. The 
mails between Europe and China could be telegraphed between New York and San 
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Francisco, effecting a saving of 6 days. Letters for towns adjacent to the large 
cities throughout toe country could be telegraphed to the nearest point reached 
by the Machine system. .Newspaper reports would ail go by this system on 
account of the immense decrease in cost and the lightning speed of transmission. 
Correspondence generally would immediately undergo a complete change, and 
the public would at once begin to reap the advantages of letter telegraphy, which 
must Burely come through Government ownership and control of the telegraph 
and the adoption of some of the recent improvements in Machine telegraphy. 

The above system has been thoroughly tried and approved. It was not only 
operated successfully 4 weeks consecutively over a wire 1,037 miles long between 
New York and Chicago, but it was subjected to a series of eminently successful 
practical tests by experts. Every claim made for it can thus be verified by incon¬ 
trovertible proofs. We hope in the near future to have a joint committee 
appointed from the Senate and the House to investigate all improvements in 
Machine telegraphy, and to report the result of said investigation as soon as 
practicable to the Senate and House of Representatives. 

It is all bosh what Mr. Clark says in regard to recent inventions. The Western 
Union is not favorable to new inventions, and it is almost impossible for any 
man to have a new invention tried by the Western Union. A man goes to the 
Western Union and says: “ I have a new' invention; I want you to try it.” 

The Western Union says, “ Will you givo it to me?” 

"No.” 

“ Will you give me the control? ” 

“No.” 

“ Then you can't try it." 

Whether that invention is a valuable one or not nobody can tell. 

There are plenty of improvements in recent years in telegraphy, as anyone can 
find out if he will read the Official Gazette of the Patent Office regularly, but the 
existing companies secure them by purchase (I don't mean that they secure all of 
them, for if it be one that they are not afraid of they will not bother with it) and 
at once lock them up in their safes and thereby deprive the public of the great 
benefits that they would reap if they were put into general use. If the existing 
telegraph companies would put in use some of the recent improvements they now 
possess, there would he such a howl from the public at large for cheaper tolls 
that the companies would tie compelled to reduce the tariff more than one-half of 
the present rate, and thereby cut off their enormous dividends. 

No; they do not intend to use them unless compelled to do so. They would 
rather have their large dividend and continue with their power to rob at their 
pleasure by unreasonable charges all those who are compelled to use the tele¬ 
graph. Are not the people of this country as capable of conducting a Govern¬ 
ment-owned telegraph as those of all European countries? A vast majority of 
the public demands that a business which touches the press, the public and pri¬ 
vate life, and the commercial operations of the entire nation at almost every 
point should no longer remain in private hands. 

The International Typographical Union, which I represent, is asking the Gov¬ 
ernment to control the telegraph in order that its membership may be benefited. 
As I said before, we have a selfish motive. If these twin monopolies are destroyed, 
all the papers throughout the land will be able to get the press reports on even 
terms. If the Government reassumes the operation of the telegraph it will at 
once adopt some one of the recent inventions similar to machine telegraphy, and 
can offer the existing press associations low rates—not more than one-half what 
they are now—and still have a revenue to the Government, with the promise that 
they will allow any and all papers to have the service on equal terms. That is 
the main thing that my organization is striving for. And I know, and you know, 
if the Government adopts this course it will not do as the Western Union is doing. 
It will at once put into general use some of the recent inventions whereby it can 
furnish the service at greatly reduced rates over what they are to-day. There 
are more ways than one of killing a dog. The press associations will stick to the 
Western Union until they see something cheaper, and then they will be willing 
to drop it. They are afraid to say anything at the present time. The Western 
Union holds them under its thumb and has dictated to them for years, and still 
Mr. Clark, vice-president of the Western Union, comes before this commission 
and makes the statement that the Western Union never did discriminate, and 
that he never knew that the Associated Press was a monopoly and that it dis¬ 
criminated. God knows that it is its stock in trade to discriminate. If it did 
not, the organization which I am representing here to-day would not be making 
the fight it has made for several years. 
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I hope this commission will consider well all the arguments, pro and con on this 
subject, and trust that it will see its way clear to recommend to Connies? this 
coming session that a special committee of 5 Senators and 5 Representatives be 
appointed to investigate recent improvements in telegraphy, and to report the 
result of such investigation as soon as practicable thereafter. This much I do 
hope this commission will do. The Western Union would not refuse to hire that 
committee a line in order to try inventions, which they most assuredly would do 
with a private citizen. 


With this X conclude my general statement. 

I have a statement as regards this machine telegraphy, the cost of a line from 
Washington to New York; that is, the expense of a line carrying 280 000 words 
daily and nightly per month, exclusive of the cost of the line. 

(Reading;) "The actual cost of labor and materials for telegraphing 280,000 
words, daily or nightly, between New York and Washington would be, exclusive 
of the cost of line: 


23 perforators, working 7 hours daily, at $30 per month *13 820 

27 copyists, at $50. .... 16’800 

Telegraph paper, at 5 cents per 1,000 words. 5’096 

4 telegraphers, at $80.. ' 3’349 

2 helpers, at $20 .. ’400 

Rent of 4 offices.. . _ ' 5 300 

Fuel, lights, etc. . . . i’000 

Stationery and incidentals.. ... ... ' i’qqq 


Total cost...... .. 46,236 

“ Or 5 cents for 100 words—one-lialf mill per word." 

[The witness thereupon produced certain papers hearing upon the question in 
hand, which arc printed as an exhibit at the close of his testimony.] 

Q. (By Mr. Litchman.) You have claimed in your statement, if I understand 
it correctly, that the telegraphic service in foreign countries is cheaper than the 
service given in the United States?—A. Yes. 

Q-, Tlie evidence given to this commission, considering the extent of territory and 
the fact that only the bare message is paid for here and not the address and sig¬ 
nature, is that the difference is in favor of the United States. Have you gone 
into a comparison on that basis?—A. They do charge over there and wo do not 
here, but the limit of messages generally tails below 10 words, and they are based 
upon a cent a word. For instance, 111 England 1 cent a word, and the charge 
would bring it up to about 15 cents for 15 words. That would take in the address 
and the signature, while in this country, of course, they only charge for the 
bare message, which would be 10 words or less, not counting the signature. But 
taking it right through and through, it will even itself up year in and vear out, 
month in and month out. It is a great deal cheaper than it is here. They do not 
consider distances over there, and we should not here. 1 believe that the same 
system should prevail here that prevails there, the same thing that pertains to our 
Post-office Department; that there ought to be a uniform rate for messages through¬ 
out this country. While lots of people that are advocating Government owner¬ 
ship or operation of the telegraph, some advocate a uniform rate between certain 
sections, and then from that another uniform rate, so that everybody could know 
what the rates would be. And I do believe that if the Government owned and 
controlled and operated the telegraph of this country and adopted some of the 
recent inventions—there may he something a great deal better than this Ander¬ 
son’s machine telegraph—they could reduce the rate so they could make it a uni¬ 
form rate throughout this country. 

Q. Have you ever given any attention to the zone system of telegraphy?—A. No; 
not recently. A few years ago, when we were more actively engaged at this mat¬ 
ter than we are now, when we were more in touch with it, we did have the zone 
part down, but I could not explain that satisfactorily now. 

Q. Your idea, if I catch it, then, is that the distance should not be considered 
in telegraphy any more than in the carrying of the mails. Is that it?—A. Yes; 
for this reason, that the telegraph company have their lines up from Maine to 
California. They hire their operators for so many hours a day, and those opera¬ 
tors are supposed to get their pay, although it Is meager, whether they work or 
play; and it does not cost the Western Union Company or any other company, 
nor the Government, if it took hold of it, one cent more to send a message from 
here to San Francisco, notwithstanding they say so, than it would to send one 
from here to Alexandria. The wires are up and are in working order, and they 
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make it pay. Nineteen-twentieths of the telegraph business of this country is 
done within a radius of a thousand miles of New York, and those rates will pay 
what they call the long haul. The short haul will pay for the long haul. 

Q. You have made certain statements in direct opposition to certain statements 
made by witnesses on the other side. The witnesses on the other side, if I remem¬ 
ber, presented certain tables or statements to substantiate their claims. Have 
you any evidence to substantiate the claims you make further than what is given 
here in your statement?—A. I have not anything here with me. 

Q. It is probably well that something of that sort should be submitted.—A. You 
say that they have some statements? 

Q. They disclaim any discrimination, and they positively state that all parties 
are served under equal circumstances with equal service.—A. And that there is 
no monopoly in the new service? That is our main point; that is our committee’s 
main point. 

Q. They claim that there is no preference given to any combination that would 
not be given to any other combination or individuals under the same circum¬ 
stances, and that equal service is offered to everybody now under the same cir¬ 
cumstances.—A. But it is known, as I say in my statement, that just as soon as 
you would start to organize a company, just so soon you would find out the stump 
you were running against. If I was worth $2,000,000 and wanted to start a news¬ 
paper in Washington, I could not get the press news; I would have to get specials, 
ana the expense would be so far greater than the others that it, would be ruinous 
to me. I could not get the press association dispatches unless the papers here 
agreed to it, and the papers here are combined together and agree not to do it; 
whereas if the Government should own and control the telegraph and reduce the 
rates and say, “Here, we will give you these special rates if your organization 
will give the same reports to any and all papers on equal teims,” they would all 
come to it; they would leave the Western Union, but they are afraid to leave it 
now. 


Q. What is the effect of the Illinois decision of the Chicago Inter-Ocean v. The 
Associated Press? Was not that to the effect that the Associated Press should 
serve all papers alike?—A. They do not serve them all. If Mr. Harris and myself 
should start a paper here, we could not get the service of the press unless the 
other papers agreed to it. 

Q. Was not that decision in Illinois directly in opposition to your statement?— 
A. Yes, but the Inter-Ocean case was a peculiar one, but it does not work out. 
As 1 said, if we should start our plant in any city in this country where the asso¬ 
ciation has a foothold, we can not get the press dispatches unless we get the con¬ 
sent of the established papers. 

Q. The Inter-Ocean forced the Associated Press to give it the dispatches, did it 
not?—A. It is said that it did. Of course, there are peculiar influences which 
come up in different sections of the country that make things come around some¬ 
times to your way of thinking. 

Q. (By Mr. Kennedy. ) I would like to know something more about this machine 
system und who controls it; who owns it at the present time, and if the Govern¬ 
ment could get possession of it?—A. That would be rather a hard matter for me 
to state who owns it. I have an idea that the Western Union owns it to-day. 

Q. Did you say you saw this system in operation?—A. Yes. 

Q. (By Mr. Litchman.) I want to ask if there is no other press association 
except the Associated Press?—A. Oh, yes; I believe there are 8 of them. 

• Q. What are they?—A. Associated Press, Scripps-McRae, and Laffan Bureau. 

Q. Then there are other combinations that are receiving the news?—A. Yes: 
but they do not come up to the Associated Press. The Associated Press is the 
father of them all. They are the whole shooting match of this country. 

Q. That is the only question I wanted to bring up. Now, Major, as I have got 
to go, will you kindly take charge of the committee? 

The Witness. In connection with what Mr. Kennedy asked me here, I will 
read a little document that I have and also a letter following it, without giving 
the names; I do not desire to give the names. 

Mr. Kennedy. You ought to give the names, if you give it at all. 

The Witness. I can give you the answer- 

Mr. Farquhar (interrupting). We do not care about the matter as to whom 
it is addressed, if you will only give the signature of the man who makes the 
statement. 
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The Witness. It is addressed to me. I do not hold back my name. (Reading:) 


“New Yokk, February IS, 1895. 

A. L. Randall, 

Chairman of Committee of Government Ctumership and Control of 7'elegraph, 
Washington, It. C. 

“ Sir: In reply to your inquiry at our interview of to-day asking as to what my 
position would lie regarding tile disposal of machine telegraphy in view of the 
fact that yon are about to introduce a resolution in Congress for the purpose of 
establishing a committee to examine thoroughly into the merits of this system, 
and to preclude the premature disposition of these patents, thus rendering abortive 
all efforts heretofore made or to be made by your association looking to Government 
control of telegraphs, I would say that my plain duty in the premises, as I fully 
explained to you, is an absolute disposition of all these patents to the highest 
bidder; but recognizing the fact that the union as represented by you has done 
much preliminary work, and in view of the possible passage of such a resolution 
by this Congress, I am willing to cooperate with yon in any reasonable way con¬ 
sistent with the position I am obliged to take. 

“As I understand the situation, if this resolution is adopted by either or both 
Houses, your union will urge that control of a wire be obtained by contract or 
otherwise between New York and Washington, and a series of very exhaustive 
tests of this system undertaken, with a view of obtaining eventually from this 
committee a report favoring the position of your association, viz, that this system 
should be owned by, or at least controlled by the Government of tho United 
States. I say to you now that if you succeed in passing this resolution and obtain 
control of a wire, and will promptly proceed to the making of these tests (which 
must be exhaustive in every particular), I will lock up any disposition of these 
patents during the term of the coming Congress, but no longer, reserving the 
right, however, if circumstances permit to dispose of these patents to anyone who 
may bid for the same, with a reserving clause that whoever takes the title to the 
same is precluded from transferring them to any existing telegraph company; 
and that they shall execute an agreement to put this system in public use as rap¬ 
idly as they consistently can. But no disposition of these patents during this 
period shall be entertained or consummated by me until ample notice has been 
given to your association of my intention. 

“ I confess frankly to having no special interest in the aim and object of your 
committee in this matter, but if this resolution is passed you can further the 
wishes and desires of your association in no better way than by entertaining the 
proposition I made to you of taking an option on these patents, either in the name 
of your association or by such parties as your association can control, to purchase 
them at a fixed sum and thereby have absolute control of the entire system in 
your own hands to use and dispose of in such manner as you may deem to the 
best interests of those whom you represent. 

“ Very truly, etc., W. L. Craig, Executor. 

“ p. S.—This letter is merely an index to the present situation, as I understand 
it, previous to the introduction or passage of any resolution in Congress. In case 
the resolution is passed, I think it is but fair to state that a legal document should 
be executed by us upon terms that are mutually satisfactory, with an absolute 
condition that pending a report and a final disposition of the same in the Fifty- 
fourth Congress, no sale or disposition of the patents should be permitted.” 

Q. (By Mr. Kennedy.) That was evidentlywritten by the party who had con¬ 
trol of that patent there as owner of it?—A. He was executor. 

Q. Then there is no doubt that the name of the party is known?—A. No doubt 
that Brother Marean (Washington manager of the Western Union) knows it. 

Q. Why not give it to the commission? Are you violating any confidence?— 
A. No- his name is W. L. Craig, son of the old gentleman. 


A second letter is as follows [reading]: 


New York, Febneary 27 , 1895 . 


“A. L. Randall, Esq., 

“ 515 First street NE., Washington, D. C. 

Dear Sir: I have not heard from you since your return from Washington, and 
can only trust that von reached there safely. There are parties here that 
approached me yesterday in the matter of this machine telegraph, but whom they 
represent and whether outsiders or some existing telegraph company I can not say. 
Upon my notifying them that I could entertain no proposition until after the 15th 
of March, they returned to-day and were quite persistent in their endeavors to 
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find out what, if any, programme I had in view. 1 hope that you may be suc¬ 
cessful in this matter, and I wish very much that you would wire me of the 
result, whether favorable or unfavorable, not later than the day Congress 
adjourns. 

“ Very truly, W. L. Craig, Executor” 

I think I wrote the gentleman a letter about a month later than that, and he 

wrote me that he thought that a campaign of education was too-slow for him, 

and he was willing to sell to the highest bidder. Then I wrote to him about a 
month after that again on the same subject in a different way, but I was com¬ 
pletely snubbed; I never had an answer. I have met the gentleman twice, and 
he is head man of the health department of New York City. 

Q. You say you believe the Western Union probably owns this patent?—A. 
I believe honestly, but I can not prove it. Mr. Craig said to me: “ Mr. Randall, 
I have no sympathy with anything my father had to do with this, and I will sell 
this to the man that will give me tho most; and as quick as he can give it, he will 
get it.” 

(By Mr. Farquhar.) Who was the inventor of this system?—A. Anderson 
was tne inventor. Mr. Anderson is dead. His wife owns a third interest, and 
D. H. Craig furnished the money and got the controlling interest, and this is Mr. 
Craig’s son who is executor and has charge of it. 

Q How complete are the patents on this telegraph?—A. Tho last of 10 patents 
was issued in 1895. To use tne slang phrase, it is a “ lulu bird.” After I returned 
from New York I took occasion to hunt up Brother Marean at his house where 
he would have plenty of time. I took this matter to show it to him one ni^ht 
about 10 o’clock [producing paper]. There is the one. That is the perforation 
of a message that I dictated over an artificial circuit to the president of our inter¬ 
national body. Of course, you can not read it. That is tho perforated part, and 
that is the way that camo on the other end in the Morse characters [producing 
book and showing diagram]. This is the instrument here. There is the trans¬ 
mitter. You perforate here with the machine like a typewriter and you use it the 
same way, and it unrolls from a roll and rolls up as it is perforated, just as this 
matter is here, and as soon as you get through with your message you put it up 
under this part here. What I saw w r as on an artificial circuit, but we have the 
evidence of the experts that saw this work from New York to Chicago in all kinds 
of weather, and saw it do a thousand words a minute. That is the receiver over 
there. I stood right there and watched that; it was about as far as from here to 
Mr. Kennedy from me to the transmitter. That was no longer than a couple of 
years ago. 

Q. (By Mr. Farquiiar.) Well, to sum up on this Anderson patent, then, does 
the International Typographical Union or your committee intend to take any fur¬ 
ther action before Congress about this Anderson patent?—A. Our idea was that 
if we could get Congress to pass a resolution and appoint a committee to investi¬ 
gate this system that we would go to tho Western Union and hire a wire. I went 
to Brother Marean in 1895 and asked him the price of a wire from here to New 
York, and I found I could not get it unless I used his instrument; could not secure 
it with any other instrument. We were going to attempt to form a little press 
association to run to New York for tho purpose of agitating and educating the 
people in machine telegraphy, and thought we could get enough news to drop off 
at Wilmington, Philadelphia, and Trenton to contribute to the extension of this 
system, and at the same time we would have it in effect so that everybody would 
come to see it and give it a little showing through the country. That was our 
object. But Mr. Marean said no; that if we did not use his instruments he would 
refuse to give us a wire. 

Mr. Marean. I do not think that is correct, because I know our leased wires are 
used for those purposes. 

The Witness. Oh, no; lam talking honestly about what you told me down in 
your telegraph offico in 1895. Do you not recollect? 

Mr. Marean, We lease wires for doing business in competition with the others. 

The Witness. Did you not tell me I could not put any instruments but your 
own on that? You have forgotten that. 

Mr. Marean. There was a company that Abner McKinley was connected with 
for a few months- 

The Witness. I have seen that worked, too. 

Q. (By Mr. Farquhar.) Under the present operation of the Western Union 
Telegraph, the rate now is speeded up to 60 words a minute?—A. That is their 
highest limit when they use the Wheatstone. 

Q. Would you say, then, that there is no opportunity of more speed under the 
present plan?— A. No; there is not unless they adopt some other invention, 
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Q. Then your idea is that you see in these patents a speedier system and one 
iust as accurate as the Wheatstone if applied. But you have no positive practical 
knowledge, have you, that this Anderson system can be adopted by the Western 
Union?—A. I have only experts’ testimony. I have experts’ testimony that gave 
it a trial for one month between New York and Chicago; that is all. I mil sub¬ 
mit that report; but I would like to state that in the press reports they do not use 
this tape here [indicating]. They take a page length, line under line. That was 
done on the same machine, and it can be done on the same straight line, and for 
press reports, all that the compositor would have to do would be to learn the 
Morse alphabet. Then he could set it up better than he could with the ordinary 
manuscript, and he could set it up without making an error. W hen the papers 
adopted the type-setting machines every compositor had to learn to operate them, 
and it would not be any more for him to learn this than to learn the keys on the 
board, and after the printers once learned it they would have it down. Mr. 
Marean, have you seen that? 

Mr. Marean. That would not permit the telegraphic editing of the dispatches. 

The Witness. He can edit that the same as aiiy copy; he can cut out there, and 
he can take it and write it there either way—scratch out or add to. That would 
not interfere. That can be used in case of press reports, so that it would not be 
any expense to copy it to the Government or the Western Union if they would put 
that system in effect—if they had it. 

Q. Do you know or have you found out whether under the present plan of the 
Western Union they can cheapen their tariff?—A. They coula cheapen it. You 
mean with the systems that they are using? 

Q. Yes; I mean exactly as it stands.—A. The ones that they are using and not 
the ones that they have locked up? 

Q. Yes.—A. That is a matter of their own. 1 can not tell that and you can not. 

Q. What are the present limits?—A. Oh, GO words a minute is the extreme they 
can go with the modes they use at the present time. That is the extreme limit 
they can go. They fall down to 15 and 25 woids. but with circumstances and 
weather favorable they can go to GO words with the Wheatstone patent. 

Q. Would you say with the present system their rates are reasonable, consider¬ 
ing the expenso of operating their present lines?—A. No; certainly I do not. The 
trouble is, they have got to keep up all this watered stock, to strike a dividend, 
and if they would eliminate the water, they would make more money. They are 
making money anyway with the water, but I am claiming if they would use some 
of the recent inventions, they could make considerable reduction both in commer¬ 
cial and press reports. 

Q. What connection have these press associations with the Western Union; any 
at all, or are they just separate commercial bodies?—A. There is a deal there we 
do not know. 

Q. You do not know?—A. We do not know; no. We have ideas, of course, but 
that is not what you want to get—our ideas. 

Q. You spoke of the country pi ess being able to get these dispatches, even 
weekly papers, the day of publication, the latest dispatches. Who would collect 
those dispatches?—A. The statement I made was that if the Government took this 
machine telegraph system or some other recent ones that were better—but even 
though they were t > take that and make a proposition to the Associated Press to 
cut rates down to so much, naming a figure where it could be almost half a mill, 
providing that association should give all newspapers, dailies and weeklies, 
throughout the length and breadth of the United Slates the same news on equal 
terms, the Associated Press would accept the arrangement, and by affecting this 
change we would break up that twin monopoly, as it now exists, as I believe, 
between the Associated Press and the Western Union. 

Q. In other words, you would still maintain and keen up the Associated Press 
service only at a cheaper rate on account of cheaper appliances?—A. It would not 
be a monopoly then; everybody could get it. If I was out in a country town 
between here and Alexandria and had a dry-goods box and an Army press I could 
get as many words as T desired and pay the same rate I would pay between New 
York and Washington. 

Q. Is it not a fact that this is the same contention of that legislative committee, 
that they shall furnish them service at a cheap, reasonable rate so that general 
intelligence, market reports, and everything of that kind shall l)e furnished to the 
newspapers at a much cheaper rate than they get it now? Practically that is 
where you stand.—A. That is what my committee is in existence for. 

(^. Do you know what it costs any new paper to get into the Associated Press 
in the city of Washington?—A. None can get in. 

Q. Provided the association were willing to let you in, 1 mean.—A. No; I do 
not know. 
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Q. Do you know what the privilege was ever offered to you for)—A. We tried 
to get it when we Btarted the Times. The Times was started here by our local , 
organization. I was chairman of the mass meeting that brought that paper into 
existence, and appointed the first committee on ways and means. We tried to 
get the telegraph news and we could not. At that time there was a fight, fortu¬ 
nately, between the Associated Press and the United Press. The Star had both 
concessions and for both morning and evening. They did not use the morniug 
concession, and gave it to us and let us use the matter. We got the matter as 
long as we had the morning Times, but when we started the evening Times they 
Bhut us out. 

Q. At what rate did you get in?—A. They paid $25 a night as long as they used 
the matter. 

Q. (By Mr. Fabquhah.) Yon have no knowledge as to how much it takes to 
get into the association in other cities?—A. I do not know. I have heard at dif¬ 
ferent times, but I do not recollect now, and I do not know whether what I heard 
was true at that time. 

Q. Do you think that you can not get news service of any kind unless those 
that are in the local membership vote you in?—A. Oh, yes; that is understood; 
yon have got to get in that way. 

Q. It is exclusive?—A. Yes. If the Star and the Post say you can not come in 
here, you can not come in here; you can not come in here either morning or 
afternoon. You can get specials. 

Q. The local papers have the right to name their own terms?—A. As far us I 
know they have the right to name the terms. I do not know whether they name 
the prices or not. 

Q. Have you any knowledge that they name them, or ever have named them?— 
A. There is no doubt but what they do. 

Q. Does the Associated Press in some capacity name the terms, whether in the 
local committee or in the general committee?—A. That I could not answer posi¬ 
tively; I could not answer that positively. I think it is done both ways. 

Q. Yon could not give a round sum at all, or any proposition that has been 
offered to get into this association and which lias failed, could you?—A. No; the 
time we started the Times we did not make up any round sum. Printers as a 
general thing have not a surplus of money, and they did not have any big money 
to pay out on any such matter. Wo went there to try and get the telegraph 
news and we finally succeeded in getting the report until they made it ail evening 
paper, and when they made it an evening paper then the Star shut us out. 

Q. Tho caso stands in this way, then. The Western Union Telegraph furnishes 
the lines for carrying the information; tho Associated Press assembles or collects 
that information, and anyone going into the newspaper business has to be admit¬ 
ted into the Associated Press before he gets any of that news?—A. Yes; and it 
has been proved. 

_ Q. And yon say that the conditions and tho rates in these local associations in 
cities are such that it would cost a man as much to get into the association as to 
start his newspaper?—A. Yes; hut in nineteen-twentieths of the cases they would 
not give you a show even if you would raise the money. 

Q. But if they would?—A. Itwould he too largefora man unless he had alarge 
surplus to go in—and another thing with the Associated Press, it has been proven 
before committees of Congress, and evidence lias been given to show that if one 
paper should get to advocating postal telegraph and Government ownership and 
control of tho telegraph in different branches that the Western Union would take 
and put the screws down on the paper, and say, “ Here, if you do not stop that wo 
will take the news away from yon.” And the paper would stop. I have heard 
of lots of cases of that kind, but this I know to be a fact. A certain correspondent 
was sending matter to a paper of his, and it happened to be that he had been drop¬ 
ping in and giving his matter to the Postal Telegraph Company. It was only a 
few days until the Western Union came soliciting his matter, and wanted him to 
give them half of it. He told them no; that the Postal suited him lietter becau-e 
it was handier, and he said, "I guess I will keep right on with the Postal.” Well, 
it was only a few days, as I recollect, that this correspondent was notified from 
headquarters that "’You must give the Western Union half of your work from 
this paper.” They put the screws to him. It was not hut a little while longer 
that he got a notice from headquarters again, saying, “You must give all your 
work to the Western Union.” Put the screws to them again. And that is the 
way they have done to papers to crowd them out and push them down—papers 
that have been advocating Government telegraph in some form or other. 
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Q. Do you know whether the rates to other associations than the Associated 
Press are the same—that is, that they give equally as good rates, for instance, to 
the Seripps-McRae?—A. That I do not Know. 

Q. OrtheLaffan Bureau?—A. I do not know; they keep their dealings to them¬ 
selves. 

Q. What is your authority for the statement of the laid-by messages—whether 
the laying by of domestic or family or general messages is done purposely to let 
through commercial or brokerage messages have precedence?—A. In answer to 
that question, tako the business centers like New York and Chicago and places of 
that kind. Between 9 o’clock and 8 the work of the brokers and speculators gen¬ 
erally is tremendous. The Western Union is in this business for money. We 
have got to bear that in mind. They are lending their wires to anybody for 
money, and they lease the wires between those hours. They own those wires, 
but the brokers and speculators do not have those wires as a general thing after 
3 p. m. They use them between 9 and 3 p. m., and the other wires that are not 
leased to those brokers are overcrowded and the messages have got to lay by; and 
as soon as 3 p. m. arrives and the brokers’ lease runs out for that day they man 
the wires and they unload those desks which were full of matter, ordering them 
to take their turn. Just like I saw in some statement befoi e the House Post-Office 
and Post-Roads Committee several years ago, where some gentleman—it gave his 
name, but I do not remember it now—telegraphed from New York City to Ter¬ 
rence V. Powderly at Scranton that he would bo there at 11 o’clock that evening, 
and he left New York about 20 minutes after he telegraphed. He got to Terrence 
V. Powderly’s house and had boon sitting there for 20 minutes at Scranton,Pa., 
before the message arrived. That was a case where the message was laid by. 
It was proven through this committee that there wore several instances of that 
kind. The gentleman had arrived at Mr. Powderly*s house 20 minutes before the 
Western Union message came notifying Mr. Powderly that lie would arrive that 
night. 

Q. Mr. Clark was questioned on that, point very fully before this commission, 
and he gave the commission to understand that the facilities were so sufficient 
that the remedy would be simple.—A. It is almost impossible here in the city of 
Washington to get them out when Congress is in session. 

If Mr. Clark made that statement, be knows very well that the Western Union 
can not handle the work at times with its slow way of handling—that is, m cities 
like New York, Chicago, and Boston. Lots of these people do make some very 
funny statements. Mr. Green, when he was president, several years ago when 
before a House committee, was asked a question as to how many telegraph com¬ 
panies he was president of. He stammered and said well, he did not know, but 
he thought it was 33 companies he was president of. This is a matter of record, 
too. He did not know how many companies he was president of. 

Q. Is there any further statement you want to make, Mr. Randall?—A. Only 
that I would like to say it is a hard matter to find out the rates in this country. 
As I stated in my statement, we want a uniform rate, so everybody may know 
what the rates are to and from places. Of coui\>e. it, is true that you can go 
into telegraph offices and ask how much it is to Oakland, Cal., and they will tell 
you, but you have got to go and ask them, and then you find that it will be a 
dollar. I therefore would like to have the following statement go along with 
this matter to show the difference, and as regards the difference in European 
countries: 

Taking up the States alphabetically, the Western Union rates are: 

Alabama, 10-word messages, 50 and 3. 

Arizona, $1 and 7. 

O. (By Mr. Farquhau.) Where is this from?—A. New York. 

0. (By Mr. Kennedy.) What do you mean by $1 and 7?—A. For 10 words, §1, 
and 7 cents for each word in excess of 10. (Continuing:) 

Arkansas, 50 and 3 and 60 and 4. 

California, $1 and 7. 

Colorado, 75 and 5. 

Connecticut, 25 and 2. 

There is one good statement that Brother Clark did make, and he did tell the 
truth, that there were places in New England where they were sending telegrams 
for 25 cents. 

Delaware, 25 and 2. 

District of Columbia, 25 and 2. 

Florida, 60 and 4. 

Georgia, 50 and 3. 

16a-17 
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Idaho, $T and 7. 

Illinois, 50 and 8. 

Chicago, 40 and 8. 

Indiana, 50 and 8 and 40 and 8. 

Indian Territory, 75 and 5. 

Iowa, 60 and 4, 50 and 3. 

Kansas, 80 and 4 and 50 and 3. 

Kentucky, SO and 3 and 40 and 8. 

Louisiana, 60 and 4. 

Maine, 25 and 2. 

Manitoba, 75 and 5. 

Maryland, 25 and 8 and 30 and 2 and 40 and 3. There are three rates in 
Maryland. 

Massachusetts, 25 and 2. 

Minnesota, 60 and 4 and 50 and 3. 

Mississippi, 50 and 8. 

Missouri, 60 and 4 and 50 and 8. 

Montana, 75 and 5. 

Nebraska, 00 and 4 and 50 and 3. 

Nevada, $1 and 7. 

New Brunswick, 50 and 3. 

New Hampshire, 20 and 1 and 25 and 2. 

New Mexico, 75 and 5. 

New York, 20 and 1 and 25 and 2. 

North Carolina, 50 and 3. 

North Dakota, 75 and 5. 

Ontario, 40 and 3. 

Oregon, $1 and 7. 

Pennsylvania, 25 and 2 and 20 and 1. 

Quebec, 40 and 3. 

Rhode Island, 25 and 2. 

South Carolina, 50 and 3. 

South Dakota, 75 and 5. 

' Tennessee, 50 and 3 and 40 and 3. 

Texas, 75 and 5 and 50 and 3. 

Utah, 75 and 5. 

Vermont, 25 and 8. 

Virginia, 40 and 3,.30 and 3, and 25 and 2. 

Washington. $1 and 7. 

West Virginia, 40 and 3 and 35 and 2. 

Wisconsin, 50 and 3. 

Wyoming, 75 and 5. 

Q. (By Mr. Far«uhau.) What figures are those?—A. They are the Western 
Union's figures. 

Q. The first figures cover the 10 words and the second figure is for each extra 
word?—A. Yes; that is right. 

Q. (By Mr. Kennedy.) Wliat is the date that schedule was in effect?—A. 1807. 

Q. Do you know whether tlio same schedule is in effect now?—A. Mr. Clark 
made the statement that in Now England the rate is 25 cents. He claimed they 
had a bureau sitting continually systematizing and revising the tariff, but they 
do not revise it much. They are paying that commission an enormous salary to 
do nothing. And who nays it? Tire people who use the telegraph; and we would 
like to have the general public use it a little more than they do. Now, I have 
here special rates for newspapers, bnt I do not know whether there is any use in 
my offering them. 

Q. You know it is authentic?—A. Yes; I suppose it is. I got this from Mr. 
Marean himself, and I think he would not give me anything that was not right. 
The special rates are regulated by the commercial rates, day and night. Where 
the commercial rate is 20 and I and 25 and 1, the special rate is one-half of a cent 
in the day and one-fourth of a cent at night; where the commercial rate is 25 and 
2, 80 and 2, or 35 and 2, the special rate is two-thirds of a cent, in the day and one- 
third of a cent at night; where the rate is 40 and 8, 45 and 8, or 50 and 3, it is 1 
cent in the day and one-half of a cent at night; where the rate is 60 and 4, it is 1} 
cents in the day and two-thirds of a cent at night; where the rate is 75 and 6 the 
day rate is 1 i cents and the night rate five-sixths of a cent; where the commercial 
rate is $1 and 7 the day rate is 2fr cents and the night rate 4 cents. I think that 
is right. 

Q. (By Mr. Farquhau.) Is there any further statement you want to make?— 
A. After Mr. Roberts makes his statement I suppose I could add anything that 



A. L. BANDALL:—GOVERNMENT OWNERSHIP OF TELEGRAPH. 259 


might come to my mind. There are quite a number of things I would like to 
make a statement of, hut I can not just call them to mind. I would like to read 
this. It is from Senate Doc. No. 65, Fifty-sixth Congress, first session, page do, 
speaking of franks. That was touched upon when Vice-President Clark was 
before your commission. (Reading:) 

“ Misgovernment and political corruption arc evils to which the private tele¬ 
graph contributes. Long ago the president of tho Western Union said: • The 
franks issued to Government officials constitute nearly a third of the compli¬ 
mentary business. The wires of the Western Union Company extend into 57 
States and 6 Territories within the limits of the United States, and into 4 of the 
British provinces. In all of them our property is more or less subject to the 
action of the national, State, anil municipal authorities, and the judicious use of 
complimentary franks among them has been the means of saving to the company 
many times the money value of the free service performed.’' 1 

I would state in that connection that whon Mr. Kennedy asked Mr. Clark the 
question here, Mr. Clark said that, it was a mere matter of courtesy; nothing in 
it at all. At the same time I believe Mr. Kennedy asked why the company did 
not cut these franks off, and all the answer he got was 11 Why don't they cut the 
deadheads off at theaters? ” I am here to state that just as soon as a man becomes 
a " statesman without a job " he doesn’t have to he cut off. Ho doesn’t have his 
franks after that. I know that, when I was actively engaged in the agitation in 
1694.1895,189(1, parties came to me and showed me their franks; and some of 
them have since been left off for the reason that they took an active part in tho 
agitation, and they have no franks now; if they asked for them they could not 
get them. But they did not used to have to ask for them when they were in 
office; they were sent to them. Yet Mr. Clark did not know anything about it; 
it was simply a courtesy. 

During the strike of 1883 of the telegraphers in this country, the largest strike 
they ever did have, tho newspapers asserted their independence. They came out 
and struck for Government ownership and operation, it, oppressed them so that 
they could not get their news. I have a book here that is loaded down with 
extracts from newspapers all over this country, where the newspapers wero con¬ 
tending that the Government could and ought to operate the telegraph, making 
a stronger argument than any we have made, or than is made in this document 
No. 65, notwithstanding it was prepared by Professor Parsons, who puts up 
about as strong an argument as any. But as soon as that strike was settled they 
had to go right back, or the screws would he put on them and they would lose 
the news. 

There are one or two other things here on page 59 of rhis same document. 
Professor Parsons says this (reading): 

“No person or corporation should have tho power to mold the daily news or 
exclude any paper from printing it on espial terms with its rivals. The Western 
Union and tho Associated Press are not the proper ones to decide whether or not 
a new paper shall he started or an old one depart this life. The success of a 
papor should depend upon its merit, not upon the favor of Ihe Western Union or 
the assent of other papers. 

“ It is a good thing to gather the news to a central point and edit it to the 
country. An enormous amount of useless repetition is thereby avoided and a 
better distribution of news secured. But very careful provision should be made 
to secure the impartiality of such editing and distributing, if the association 
were open to all newspapers on equal terms, and the editor in chief wero elected 
by all the newspapers, each casting 1 vote, and were sworn to impartial service, 
subject to removal by a vote of dissatisfaction on the part of 15 or 20 per cent of 
the constituent papers; if any paper or papers choosing to pay extra for a special 
representative could have one, entitled to a seat in the editing chamber, with full 
access to all materials received and authority to add a supplement to the chief's 
report to cover important matters omitted or misstated by the chief; if each and 
every paper were free to criticise the dispatches, then wo should have laid the 
foundation for a free and impartial press. The very prosenco of the supplemental 
editors would probably, as a rule, prevent the necessity of supplemental reports 
by their potential effect upon tho chief's report. 

“The first step toward the establishment of an unfettered press is a national 
telegraph system, carrying the news or renting wires at very low rates on condi¬ 
tion of impartial editing and distribution of dispatches on some such plan as that 
outlined above or a better one. The chains of the allied monopolies will thus be 
broken and the coordinate growth of intelligence and cooperation will gradually 
free the press in larger and larger degree from the limitations placed upon it by 
ignorance, prejudice, and the strife of competitive business and politics.” 
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I guess I will close ray remarks, inasmuch as it is getting late. We have quite 
a number of other things here, but I suppose I can revise this, and anything in 
that nature I can add. 

Mr. Farquhar. Certainly; you can add what is pertinent. 

(Testimony closed.) 

EXHIBITS IN CONNECTION WITH MR. RANDALL'S TESTIMONY. 


For a Foetal Telegraph. 

In Senate Doc. 85, Fifty-sixth Congress, first session, page 5, Professor Parsons 
says: 

“ 1 The postal telegraph may be all right in Europe, but not in America. We 
don't want to imitate the monarchical systems and institutions of the Old World.' 
I wonder if the gentlemen who made this ‘ argument' and those who repeat it 
refrain from using the multiplication table and the ten commandments because 
they are in vogue in Norway and Sweden, Denmark, Belgium, etc. Do they 
abstain from wearing clothes because the wearing of clothes is an institution that 
exists in Russia? Do they go on tlieir four legs for fear of imitating the kings and 
emperors by walking on two? AVe must not wear overcoats, or neckties, or trou¬ 
sers—the Germans do that. It was very dangerous, wasn't it. for ns to adopt the 
idea of that monarchial Englishman, Stephenson, or the idea of that imperial 
Dutchman, Gutenberg, and it will be equally dangerous for us to adopt the idea of 
the despotic Gladstone that the telegraph is a good thing in a post-office, won’t it? 
It does seem as though fast mails would be as valuable and sensiblein a republic as 
in a monarchy. France thinks so, and Switzerland, the most democratic country 
in the woild. New Zealand also, and the States of Australia. These are all 
republics, ami each has a national telegraph system. We may imitate them if 
you insist on regarding the .mention as a matter of imitation; or we may take 
England as an example, for she is ill every substantial sense as real a republic as 
the United States. In truth, such objections seem foolish and weak, and must 
arise from very careless thinking, reckless appeal to prejudice, or a desperate lack 
of good argument. 1 would not trouble the reader with a refutation were it not 
that men in high position have been known to repeat such absurdities and give 
them the impetus of tiieir names, whereby insidious appeals are made to the 
thoughtless prejudice of unenlightened patriotism. True patriotism, wide awake, 
demands for America all that is good, whether it originates in Europe or the Fiji 
Islands. In the case of the telegraph, however, we have only to follow the lead 
of our own Government which was the first to adopt the electric telegraph and 
establish it in connection with the post-office, where it would have remained to 
this day had it not been for the power of private capital and the weakness of some 
of our legislators and the failure of others to foresee the enormous value of the 
telegraph. 

“ • It will put the Government into the field of private enterprise.’ Well, that 
is what the people have been doing since the dawn of civilization. Defense was 
once dependent entirely on private enterprise; so were education, justice, preven¬ 
tion ana punishment of crime, guarding against disease, care of the sick, extin- 

f nishment of fire, manufacture of the weather, transmission of intelligence, etc. 

he people have put the Government, into the field formerly occupied by private 
enterprise, because they have become aware that the Government could do the 
work better than private enterprise. In the present case of the telegraph, how¬ 
ever, the quoted words at the head of this paragraph are not strictly true. It 
would have been more accurate to say of the postal telegraph, ‘ It will put the 
Government into the field of despotic monopoly,”’ 

The witness also submitted the following: 

Again in Senate Doc. 05, Fifty-sixth Congress, first session, pages 9, 10,11: 

‘' Postmaster-General Bisseil devotes three pages to the subject in his report for 
1894. He opposes a postal telegraph. He thinks it would cause a deficit and be 
productive of ' wrangling and jealousy ’ through the 1 limitless difficulty of deter¬ 
mining the character, quality, and amount of service that should be accorded to 
the various sections of the country.’ It is hard to see why the introduction of 
electric mails should cause any more wrangling and jealousy between different 
sections of the country or any more trouble in distributing the service than the 
introduction of steam mails or the adoption of the free-delivery system. Give 
fair facilities to all and better facilities where the amount of business warrants 
it. The test of population and business done determines the distribution of serv¬ 
ice now without the slightest difficulty and would do so just the same if the func¬ 
tions of th ■ post-office were multiplied a hundredfold. As to the deficit, Mr. Bis- 
sell bases his belief An the assertion that the English postal telegraph does not pay 
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its operating expenses. This is not true, but if it were the conclusion of Mr. Bis- 
sell would not follow. If it is good logic to say * England lias a deficit on its postal 
telegraph, therefore the United States would have a deficit on its postal tele¬ 
graph,’ then it is good logic to say ‘ France, Switzerland, Sweden, Belgium, and 
other countries realize a profit on their postal telegraph, therefore the Unitod 
States would make a profit on the postal telegraph.’ As already remarked, the 
statement of the Postmaster-General in respect to England is not true, though lie 
doubtless thought it was. He says, on page 48 of the report for 1894, that the 
interest on the English telegraph investment for the year 1898 was $1,455,584. 
‘ In the operation of the service there was a further loss of $811,741 

“The report of the English post-office for 1898 showed that there had been a 
large extension of lines to life-saving stations and other points, (578 new offices in 
all. I suspected that the cost of new construction had been included in the 
• expenditures’ assumed by Mr. Bissell to be operating expenses, so I wrote to the 
English postmaster-general, and here are the figures ho sends me for 1898: 

Total receipts. . . .... ... .€2,526,812 

New purchase and construction ...... _ 185,609 

Operating expenses. . .. 2,507,885 

Total expenditure. . 2,092,994 

Net profit on operation .. .. . 18,927 

Interest. 298,888 

“ So there was a net profit on operation of $91,685. I suppose someone who looks 
at the lump sums of the English postmaster-general's report for 1898-94 and 
does not think of inquiring about the items will be telling someone that there was 
a deficit in operation of almost a million, whereas the itemized account shows 
that, taking out the cost of new construction, there was a net profit of $188,850. 
In 1890 the net profit was $1,451,820. in 1887 it was $442,420. in 1881 it was 
$2,257,815, in 1875 it was $485,875. in 1878 it was $568,995; such are some of the 
figures taken at random. The profit varies, but every year from 1894 back to the 
first report in 1871, shows a considerable net profit in the operation of the tel* - 
graph. In the last 8 years and the 5 years from 1884 to 1888 the surplus was not 
sufficient to defray the cost of new* construction or extensions; hut in each of 
the other 16 years the net profit was a good deal more than sufficient for this pur¬ 
pose; the excess after paying for all extensions rising in some years as high as a 
million and a half of dollars. From February, 1870. down to the present time 
the actual cash received tor postal-telegrapli service in England has paid all 
operating expenses and all cost of extensions, new purchase, and construction, 
and turned into the treasury a net profit of $6,688,610 besides rendering free serv¬ 
ices to other departments of the Government which at regular rates would have 
amounted to $1,860,450. As we shall see hereafter, the English post-office has 
sent the telegraph into thousands of rural districts where the private companies 
did not and would not go, has established rates that are several flights of stairs 
below ours, and adopted the policy of raising the salaries of employees every year 
in a ratio of 2 to 8 per cent. In spite of all this the operating account shows the 
gratifying results above-mentioned—a financial as well as a social success. Yet. 
the erroneous statement of Mr. Bissell will doubtless he quoted by persons oppos¬ 
ing the postal telegraph without stopping to investigate its truth. 

“As to capitalization and interest, we do not need to follow in the footsteps of 
the English post-office. We should not pay several times the value of existing 
lines if we buy. nor go into debt if we build. The whole matter can be managed 
without a dollar of taxation, as will appear hereafter, and our system can rend, r 
good service at very low rates and still make a profit. Even if the English depart¬ 
ment had not made a profit in 1898, it would not follow that it must keep on at a 
loss, for its history shows that the surplus is small one year and large the next, 
moving up and down in an irregular line. Even if the English department made 
a loss every year it would not follow that we should do the same, for we need not 
carry the press dispatches at rates not only far below ours, but considerably below 
cost as England does. And, finally, even if a good postal-telegraph system in the 
United States should be operated at a loss (which need not be), still it would he 
no argument against its adoption until it were shown that its vast benefits were 
not worth the expense. And Postmaster-General Bissell should be the last one to 
raise such an objection, for on the first page of this very same report of his I find 
these words about the Post-Office Department: 4 It can not and should not stop to 
consider little economies. It must needs exert itself to the utmost to secure the 
heat possible results in the way of celerity, accuracy, and security in the dispatch 
of the mails, and without sparing any reasonable expenditures in that behalf.’ ” 
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Anderson’s Machine Telegraph. 

The witness submitted also the following: 

DESCRIPTION OF ANDF.RSON'S MACHINE TELEGRAPH. 

[From Senate Doe. 65, Fifty-sixth Congress.] 

“The Anderson automatic has transmitted and recorded in perfectly legible 
characters 3,000 words per minute between New York and Washington, 851 miles, 
over a compound copper and steel wire of much smaller carrying capacity than 
the No. 4 copper wire, which would be used in constructing the new system 
according to tno plans of the inventor. It has carried 800 words per minute over 
a similar compound 2-ohm wiro 1,027 miles—from New York to Chicago; and it 
has carried from Jersey City to Philadelphia 1,500 words per minute. 00 miles, 
over a single small iron wire of a resistance of 25 ohms per mile, or more than 20 
times the resistance of a No. 4 copper wire. Over an experimental line 8,000 
words per minute have been recorded by this system. By the hand method the 
highest speed that an expert telegrapher can attain is about 45 words a minute, 
and ordinarily 15 to 25 words per minute is all that can be expected. With the 
quadruplex and tour operators at each end of the line 60 to 80 words a minute 
may be sent over one wire, but the average is about 50 words per minute; so that 
the Anderson automatic makes one wire the equivalent of 40 to 100 of the ordi¬ 
nary Morse circuits in use by the Western Union, or 10 to 30 of its quadruplexed 
wires. 

“Mr. W. E. Athoarn, a very high authority, formerly chief electrician of the 
Baltimore and Ohio Telegraph Company, thoroughly tested the Anderson system, 
and says: “With a 1-ohm-per-mile resistance hard-drawn copper wire, strung 
upon well-set, substantial poles, the tests justify the belief that much more than 
1,000 words per minute could be reliably telegraphed in all weathers.” 

In respect to cost of transmission with the Anderson automatic, Mr. Athearn 
says: “A careful approximate estimate of the cost of telegraphing, complete, 
1,000 woids from New York to Chicago, including perforating, transmitting, 
copying by typewriter at the receiving station, with liberal allowances for cost 
of labor, stationery, chemicals, etc., is about, but rather under, 50 cents. The 
present rates of the Western Union Telegraph Company for telegraphing a busi¬ 
ness message of 1,000 words from New York to Chicago are upward of $30.” 

Mr. P. B. Delany, the great inventor of the multiplex, says: “At Philadelphia, 
on Monday, the 22d of February, 1802,1 saw 1,500 words per minute received 
from Jersey City, in perfectly plain Morse ciiaracteis, by the Anderson system of 
maehino telegraphy. The line used was an iron wire with a resistance of about 
25 ohms to the mile, or equivalent to double the length of an ordinary telograph 
circuit. Judging from the character of the work, 2,000 words per minute might 
have been received if the transmitting machine at Jersey City had been geared 
up to that speed. There will be no difficulty whatever in working at a speed of 
1,000 words a minute between New York and Chicago.” 

Mr. D. H. Bates, once of the Western Union management, and afterwards presi¬ 
dent and general manager of the Baltimore and Ohio Telegraph Company, exam¬ 
ined the system in 1800 at the request of the Postmaster-General. He says: “ The 
effect of the arrangement is to insure great speed, great accuracy, and legibility 
of the record at the receiving station, absence of all errors except those inherent 
in the line itself, and the presence of line faults may be instantly detected. Two 
large copper wires could accommodate, by means of the machine telegraph, all 
that 8 or 10 similar wiies could handle by means of the quadruplex, the work 
being as well done and with a saving of one-third in the number of operators and 
clerks.” 

Mr. F. N. Gisborne, electrician and general superintendent of the government 
telegraph lines of the Dominion of Canada, told the Royal Society of Canada in 
May, 1891, that the Anderson system had accomplished, in a perfectly practical 
way, the astonishing feat of telegraphing 3,000 words a minute over a single wire 
351 miles long, and 800 words a minute over a circuit of J ,027 miles in a heavy 
rain storm. Wherefore, 2 wires, operated by the Anderson system, were proved 
to have a capacity more than equal to 20 wires operated by the quadruplex sys¬ 
tem in general use by the American companies (the Western Union is supposed 
to have quadruplexed about 75,000 miles of its wire), which represent 80 ordinary 
Morse telegraph circuits, and require 160 skilled operators at the terminals and 
20 workers to attend the repeaters at halfway stations between New York and 
Chicago. Mr. Gisborne also said it was clear that 100 words could be telegraphed 
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1.000 miles for 25 cents and yet allow a large profit to the telegraph companies. 
The decrease in the cost of line and its maintenance by the substitution of the 
Anderson aystom for present methods would be enormous, to say nothing of the 
far mailer number of operatois and instruments required. 

" The Montreal Gazette of June 13,1891, commenting on Mr. Gisborne’s address, 
said that he had shown how recent improvements in automatic telegraphy made 
it possible to compete successfully with the postal service for the carriage of let¬ 
ters, thus emphasizing the frequently expressed opinion that the time is ripe for 
the complete combination of the two services in the hands of the postal authori¬ 
ties. 

“ The method of operation is simple. The message is perforated on a strip of 
paper, which is put into the transmitter and passes under metal points. At each 
perforation these points pass through the paper and close the circuit for a length 
of time corresponding to the length of the perforation. At the receiving end the 
closing of the circuit makes a prussian-blue stain on a moving ribbon or sheet 
chemically prepared for the purpose. 

“The perforating machine is as simple and efficient as an ordinary typewriter, 
and can he operated with the same ease and speed (1,800 to 2,000 words per hour). 

“The page and line recorder prints the message on a letter sheet about ten 
words to the line, and is a great improvement over the paper ribbons for record¬ 
ing long messages, letters, or news reports. So says Mr. Athearn, and Mr. Bates 
says. " The page and line recorder marks a long step forward, and its use removes 
one of the chief obstacles heretofore barring tho way to full success in antotele- 
graphic transmission.’’ 

“ The business men's composing machine enables any person alter a little prac¬ 
tice to perforate a message for telegraphing as quickly as it could be written with 
a pen or typewriter (a perfect copy of the message for the office file being simul¬ 
taneously printed in Roman characters). The use of this composer would con¬ 
siderably lessen the cost of telegraphing and would shorten the time required to 
get a mossago under way, the message being ready for the automatic transmitter 
the moment it is written and stamped, thus avoiding even an instant’s delay. 
The reading of the message and counting of the words by the operator, taking 
the money, etc., uses up many instants with our system. Then the transmission 
is 50 to 100 times more rapid than that in general use to-day, and at the other end 
the attendant does not have to write out the message, but sends it at once as it is 
printed by the machine, if it is a quick delivery message, or talks it through tiie 
telephone directly to the addressee. 

‘ 1 Where the traffic is large the automatic effects a great saving in cost of con¬ 
struction as well as in cost of operation. A single line of hard-drawn copper 
wire No. 4 with the automatic is more than ablo to do tho work of ten wires of 
the best quadruple! systems (300,000 words or 10,000 messages of 30 words in 8 
hours), yet the cost of the single copper line is less than half the cost of a good 
10-wire galvanized iron quadruplex outfit. The repairs and battery expenses of 
the automatic line are little if any more than a tenth of the corresponding main¬ 
tenance expenses of the 10-wire quadruplex. The 10-wiie quadruplex needs 80 
first-class operators; and on a line like that from New York to Chicago, at least 
5 repeaters would be required at Buffalo—85 operators; the equivalent automatic 
line would need 2 operators, 2 helpers, and 20 perforators (if the messages all 
came unprepared; so far as they were prepared in the offices of the senders the 
need for perforators at the telegraph office would cease), 4 to 22 workers against 
85 workers with the quadruplex, to handle the same traffic in each case. With 
an 8-hour shift for the workers the cost of transmitting business under con¬ 
sideration would be about 6 cents per message of 30 words by quadruplex, and 
about 1 cent per message of 30 words by automatic, or one-half cent a message if 
the perforating were done by the sender, 

“ The number of letters passing daily between New York arid Chicago is said 
to be about 40,000, and the telegrams 8,000. If letters were telegraphed at a low 
rate between these points, a vast number of missives from surrounding regions 
would cluster to them to save a day in transit, and the total might soon be nearer 
100,000 than 40,000. Suppose, however, that in each 24 hours only 7,000 letters 
were to be telegraphed, averaging 100 words each, and 8,000 averaging 200 words 
each. A careful estimate based qn considerable practical experience with the 
Anderson automatic shows that the cost of transmission of the 800,000,000 words 
of traffic per year would be about $300,000, or less than 4 cents per 100 words, 
including labor, materials, repairs, and interest on the actual investment. 
Wherefore it appears that if a 5-cent telegraph stamp were added to a 100 word 
letter alongside of the ordinary 2-cent postage stamp, the 7 cents would more 
than pay for handling in the mails and for transmission by telegraph between 



264 


INDUSTRIAL COMMISSION *. —TRANSPORTATION. 


the two great centers nearest the origin and destination of the letter. As the 2- 
cent postage pays double the present cost of handling letters (Postmaster-Gen¬ 
eral’s Rept. 1803, p. 52), and the automatic transmission figures less than 4 cents, 
it is clear that 5 cents would cover the total actual cost, mail service and all, 
between New York and Chicago. It would not fully pay for transmission from 
Nov/ York to San Francisco; it would more than pay for such transmission 
between Boston and New York, Boston and Philadelphia, New York and Phila¬ 
delphia, New York and Washington, Now York and Chicago, Washington and 
Chicago, etc., making the average trunk-line transmission less than 5 cents for 
the entire country. If the messages were perforated by the sender and the 
automatic record sent to the addressee without copying into roman characters, 
the total cost of transmission per 100 words would be less than half of 5 cents. 
As the automatic was extended, and the postal telephone and multiplex netted 
the country more and more, messages would go to and from the automatic trunk 
terminals by these means instead of via the mail bag. The strategic point, how¬ 
ever, is the automatic trunk line for telegraphing letters long distances instead of 
sending them by mail. That is the thing of all others that the post-office should 
aim to do at once. 

“A business of 800 million words per annum could be transacted on two No. 4 
wire-, running considerably below their capacity—estimating the capacity at the 
most moderate figure suggested by the experiments, viz, 800 to 1,000 words a min¬ 
ute. It may be interesting to state that it is estimated the transmission of the 
same traffic by the Western Union quadruplex would cost about 18 or 20 cents per 
100 words—actual cost, I mean, including interest on the real investment. The 
special telegraph messenger service is not included in any of these estimates. Tho 
Western Union says that costs 2 cents a message. (Bingham Hearings, Green, 

p. 60.) 

“A full account of the Anderson system with detailed data of cost of construc¬ 
tion and operation will be found m a brochure entitled Machine Telegraphy, by 
W. L. Craig; M. B. Brown, printer, 40-57 Park place, New York, 1895. The data 
of pages 28 and 29 allow interest on t he real investment, while those of page 27 are 
made upon the ordinary private corporation plan with large dividends on watered 
stock. Receiving copyists and rent are also included in pages 26 and 27, but not in 
the estimate of page 28. I have included copyists but not rent either in figuring 
the automatic or the Western Union cost. There would be substantially no addi¬ 
tion for rent in a postal system, and even if allowed for at private rates it would 
amount to less than half a mill per 100 words automatic. The book figures on an 
8-hour day for employees and allows $50 to $80 a month wages per employee. Its 
estimates of the cost ol operating the quadruplex, and the cost of construction of 
th0 copper and the iron quadruplex lines, are all too high, according to other 
engmfcering authorities and the testimony before Congressional committees already 
cited. In the above statement I have given the corrected data in these respects. 
The letters and reports of Messrs. Athearn, Delany, D. H. Craig, and F. N. Gis¬ 
borne may be found in the same book. 

“Since writing the above 1 have received Senate Doc. 291, May 26,1896, con¬ 
taining the testimony of P. B. Delany before tho Butler Committee on Post-Offices 
aud Post-Roads, Fifty-fourth Congrees, first session, May 13 and 20,1896. The 
great inventor, with charming modesty and open mindedness, says nothing about 
liis own services to the science of telegraphy, but urges most powerfully the claims 
of the automatic, which is chiefly the work of others. 

“He says in substance that with plenty of wires a single short message can be 
sent by hand about as quickly as bv the machine system, but ‘ if the message is a 
long one, or if there are a thousand messages to transmit, it might take two days 
to get them off by hand, whereas if there are a sufficient number of perforators, 
the whole lot could be transmitted in a few minutes, tho machine system afford¬ 
ing the same capacity as 70 to 170 circuits worked by the present Morse sys¬ 
tem. * * * For the great bulk of telegraphic correspondence the hand method 
is inadequate, slow, and expensive. * * * The highest average of transmis¬ 
sion over a single wire by the quadruplex was about 50 words a minute. Now it 
is practicable to telegraph 2,500 words a minute between Washington and New 
York and 1,000 words a minute between New York and Chicago, while the tele¬ 
phone carries speech 1.500 miles. * * * Last October (1895), over an actual 
line having but 130 pounds of copper to tho mile (Philadelphia to Harrisburg and 
return), 216 miles, 940 words a minute were nlainly recorded, the current used 
being 120 volts. The trial was made over the lines of the Pennsylvania Railroad 
Company, from the Broad street station, and was conducted in the presence of a 
board of well-known electrical experts. With this system 8,000 words a minute 
have been recorded over an experimental line, which shows the possibility of the 
latest development in machine telegraphy.' 
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“ The inventor gave the committee an estimate on the construction and opera¬ 
tion of an automatic line from New York to Chicago, as follows: 

Construction per mile } ,1-wire line. 


35 poles, 30-foot, at §4. .. ... ... $140.00 

Setting poles, at $1.50 .. . 52.50 


Total for poles. .. 102.50 

Cross-arms, pins, and insulators, at 55 cents. 19.25 

2 copper wires, 850 pounds each per mile, at 15 cents per pound . . 255.00 

1 iron wire, 000 pounds per mile . . 85.00 

Stringing 3 wires, $7 per mile. .. 21.00 

Incidentals _ ... 27.25 


Per mile, 2 copper and 1 iron wire.... . 550.00 


1.000 miles .... . 550.000.00 

Complete equipment, apparatus, furnishing, etc 50,000.00 


* Total.... . 000,000.00 


“ The vast difference between this sort of construction and Western Union lines 
will be appreciated when you know that the Western Union uses little copper and 
that the iron wire it uses weighs about 130 pounds to the mile. The line described 
by Mr. Delany would be much more expensive than the lines considered in Part 
III, but not so much more costly, I believe, as the inventor's figures would indi¬ 
cate. Twelve men can set from 24 to 80 poles a day (Telegraph Construction, by 
J. C. Douglas, p. 302). according to soil and method and size of hole. Fifty cents 
each for setting should be a sufficient allowance for actual cost, and contractors 
are eager for the work at $1 apiece. For the cost of poles themselves, the Western 
Union told the Census Bureau that its poles cost $1 each. The Western Union 
has contracts with many railroads that relieve it of freight rates; but this was 
not the case with the construction described in Part III, note 13, where the fig¬ 
ures show that the entire cost of poles could not have exceeded $2 each, although 
they were hauled long distances. Two dollars per pole laid at the holes is what the 
telegraph builder figures in the Blair Hearings, volume 1, page 143, and he says his 
estimate is high. The estimate takes copper wire at 15 cents a pound, but it is 
quoted at that in ordinary purchases by retailers from wholesalers—28 cents retail 
selling price, 45 per cent off wholesale price to retail dealer in ordinary sized pur¬ 
chase of a few hundred pounds. Larger buyers get a 13-cent rate, and a purchase 
of 1,600,000 pounds ought to be made at 11 or 12 cents. A year ago even small pur¬ 
chases could be made at that rate. The iron is figured right, but the stringing is 
too high. Five dollars a mile of wire is ample. (See figures in Blair, I, p. 147, 
deducting the cost of setting poles.) 

“ Passing from the construction account with the impression that it is too high, 
we come to the cost of operation. Calculating at the minimum average of 800 
words per minute, or 1,600 for the two wires, Mr. Delany’s data place the cost 
per message of 70 words from New York to Chicago at 4$ cents, including interest 
on his construction account and every expense but postage, which ought not to be 
over 1 cent. If the sender does his own perforating, and the message is sent to 
the addressee in Morse characters, the cost of transmission would be a trifle over 
H cents per message of 70 words, or 2± cents a hundred, not including postage. 
This is not probably below the truth, for the tendency of the witness was to make 
his estimates of operation high as well as his estimates of construction—a tendency 
plainly manifest in his giving the perforators a speed of about 15 words a minute, 
which is far within their practical capacity. 

“ In the Electrical Engineer for September 4,1895, there is an estimate of cost 
by Delany which runs a little lower than the one he gave the Butler committee 
in May, 1890, viz, 2.6 cents per message of 50 words from New York to Chicago, 
including interest and omitting postage. This agrees substantially with Mr. 
Athearn’s data. The article last referred to says that between New York and 
Philadelphia » single wire with 300 pounds of copper to the mile will carry 3,000 
words a minute, and the automatic will record them in dots and dashes as sharp 
as an engraving. To do this by hand would take 38 wiies worked quadruplex, or 
152 circuits at nearly 2d words a minute, which every telegrapher will admit is 
too high an average for quadruplex circuits. Over an iron wire 350 pounds to 
the mile, which gives 60 words a minute quadruplexed, the automatic ill carry 
2,000 words a minute between New York and Philadelphia.” 
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Washington, D. C., April 17,1901. 

TESTIMONY OF MR. F. C. ROBERTS, 

Member International Typographical Union Telegraph Committee. 

The commission being in session, at 4.20 p. m. Mr. F. C. Roberts was intro¬ 
duced as a witness, and, being first duly sworn, testified as follows: 

Q. (By Mr. Farquhar.) Give your name and address and occupation to the 
stenographer.—A. F. C. Roberts,500 New Jersey avenue, Washington; occupa¬ 
tion, compositor. 

Q. How long have you been a member of the legislative committee of the Inter¬ 
national Typographical Union?—A. I think about 5 years. 

Q. Have yon any remarks in printed or written form that you would like to 
present to the commission before any questions are asked?—A. I have a state¬ 
ment prepared I would like to submit. 

Q. The commission would like to hear it now. 

Mr. Roberts read as follows: I do not think it necessary to argue before or to 
urge upon the commission the right of the Government to own or to operate a 
system of telegraphy in our own country. It seems to me that our own Post- 
Office Department is the best argument and the best evidence that the Govern¬ 
ment has the right to construct, to own, and to operate that means of communi¬ 
cation. Surely if the Government has tho right to transmit your letters it can 
not be denied the right to handle your telegrams. 

In 1866 the Western Union Telegraph Company practically conceded the right 
of the Government to either construct a new system or to purchase its system of 
telegraphic communication m the United States, and merely asked that Congress 
should permit that company to operate for at least the term of 5 years, in order 
that the large capital invested in its plant might not be ruthlessly destroyed with¬ 
out an adequate return to those who had placed their earnings and savings therein. 
So much has been said and written on this subject by many of the ablest writers 
of this age that it seems a waste of time and labor to lay before this commission 
any additional evidence to sustain us in our arguments. But, as a member of the 
committee appointed by the International Typographical Union, there is one par¬ 
ticular feature about the present system of the Western Union Telegraph Com¬ 
pany that our committee would like to call your attention to, because it works 
an injury to the members of our organization. Does anyone believe that if the 
Government had charge of the telegraph, as it has of tho post-office, such a com¬ 
bine as the Associated Press would be in existence to-day? The Associated Press 
has the entire country in its grasp, and it is in a position to crush out, and has 
already crushed out, many a newspaper enterprise that dared to raise its voice 
against its iniquitous system. The effects of trie news monopoly may be seen in 
any of our leading cities, and especially in the Southern cities. Take the cities of 
Savannah and Atlanta, in the State of Georgia, if you please, and you will find 
that there is only 1 morning paper in each of those cities, simply because they 
have the Associated Press monopoly to themselves, thereby shutting out all other 
newspaper enterprises, causing large numbers of our members ana the affiliated 
trades to be out of employment, when, if the Government had control of the 
wires and every publisher was free to get the news at the same rate of cost to 
all, there would be 2, if not 3, newspapers where there is only 1 to-day. We can 
not have too many newspapers, for they are public educators. Nearly all the 
great dailies of to-day are in the Associated Press combine, and it is impossible to 

g et them to oppose it, and few politicians care to struggle with a concern which 
as the power to misrepresent tnem 7 days in the week from one end of the coun¬ 
try to the other, consequently it is permitted to do as it pleases. 

Nearly every Postmaster-General since the war has, in his reports to Congress, 
advocated such a measure. 

Representative C. A. Sumner, of California, said, before the House Committee 
on the Post-Office and Post-Roads, on March 25,1884: 

“I lay it down as a proposition that I want to have duly considered by this 
committee and the country that the Constitution of the United States, as inter¬ 
preted by a century of unchallenged legislation, does imperatively require that 
the Congress of the United States shall establish a postal system. I lay it down 
as a fundamental proposition that the postal telegraph is a part of the postal sys¬ 
tem of the Government, the postal system of the United States having been estab¬ 
lished for the purpose of transmitting intelligence between the inhabitants of the 
land.” 

The Senate Committee on Post-Offices and Post-Roads of 1874, which numbered 
among its members such men as Hannibal Hamlin and Alexander Ramsey, said 
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in its report on the telegraph: “ The Constitution devolves upon Congres the 
duty of transmitting all correspondence, including that by telegraph as well as 
that by mail.” 

And Justice H. B. Brown, who is recognized as one of the ablest members of 
the United States Supreme Court, in a leading article in a recent number of the 
Forum, says: 

“ If the Government may be safely intrusted with the transmission of our let¬ 
ters and papers, I see no reason why it may not also be intrusted with the trans¬ 
mission of our telegrams and parcels, as is almost universally the case in Europe.” 

In America more than 50 years of effort and appeal have failed to win the 
postal telegraph. Notwithstanding Vice-President Clark, of the Western Union, 
m his testimony before this body, referred to those who advocate governmental con¬ 
trol of tho telegraph as “his socialistic friends,” such men as Henry Clay, Charles 
Sumner, Hannibal Hamlin, General Grant, Senators Edmunds, Platt of Con¬ 
necticut, Dawes, Z. Chandler, and N. P. Hill, Gen. B. F. Butler, John Davis, 
Postmasters-General Johnson, Randall, Maynard, Howe, Creswell, and Wana- 
maker, Professor Morse (the inventor of the telegraph), Cyrus W. Field (the 
founder of the Atlantic cable and a director in the Western Union Company), 
James Gordon Bennett, Professor Ely, Lyman Abbott. B. 0. Flower, Judge Clark, 
Henry D. Lloyd, Doctor Taylor, T, V. Powderly, Samuel Gompers, and a host 
of other eminent men in every walk of life and of every political shade have cham¬ 
pioned the cause of the people. Legislatures, city councils, boards of trade, 
chambers of commerce, and labor organizations, representing many millions of 
citizens, havo joined in the effort to secure a national telegraph. The New York 
Herald, Boston Globe, Philadelphia Times, Chicago Tribune, Albany Express, 
Washington Post, Evening Star,and Times,Omaha Bee, Denver Republican,San 
Francisco Post, and a multitude of other papers, representing every phase of 
political opinion, have earnestly advocated the measure. More than 2,000,000 
men by vote and petition have asked for it. If Congress does not pass a law to 
commence the good work, it will woefully fail in its duty to respond to popular 
sentiment. The great mass of people want the telegraph to bo the poor man’s 
mail as well as the rich. 

Right here I would like permission to read an article clipped from tho Wash¬ 
ington Star, published in the book gotten up by Mr. Wanamaker of extracts from 
newspapers concerning the strike of 1893, to show you the position of the Wash¬ 
ington Star, which is not considered a yellow journal: 

“Talk of Government telegraphic service in connection with the Post-Office 
Department is again becoming quite common, based upon the prolonged opera¬ 
tors’ strike, and it is altogether likely that the proposition will gain considerable 
strength if the present interruption continues much longer. It is more than prob¬ 
able, too, that if its business is to be liable in future to further demoralization 
from the same cause, the managers of the telegraph interests will themselves 
seek a way out of their troubles by transferring their lines to Government owner¬ 
ship and control. They would doubtless be glad to do so now if Government or 
any other customer would take their property at the fictitious value they put 
upon it. This, however, ought never to he permitted, so far, at least, as Govern¬ 
ment is concerned; and it is not likely that private customers could be found who 
would he willing to pay so much for so little. Counting watered stock and all, 
the capital of the Western Union Company now stands at about $80,000,000. Of 
this sum, however, not more than $10,000,000, if so much, was actually paid in 
cash. Tile balance represents water, or issues of shares for which no equivalent 
in money or anything of value was ever rendered, and it is certain that a plant 
capable of performing as good service as the country now enjoys at the hands of 
the monopoly can be furnished for the sum last named. When, therefore, the 
time for negotiation between the company comes,if it ever does come, that amount 
ought to be adhered to as the maximum basis of purchase. If more than that 
sum is insisted upon, the Government should go ahead and build its own lines, 
leaving the present inflated concern to take care of itself.” 

The present private management of the telegraph is not only dangerous to a 
republican form of government, but it is clearly unconstitutional. 

The telegraph monopoly is used and operated not for the public’s good, but to 
make money for tho few large stockholders, while our Post-Office Department is 
run for the benefit of all, declaring no dividends and making no millionaires. 

Since 1866 committees of the Senate and House, having under discussion the 
various bills on postal telegraphy, have reported 16 of the bills favorably out of 
18. Of the two adverse reports, one was in 1869 and was based on the ground 
that the 5 years allotted to the telegraph companies had not expired. The other 
was a short report, but the committee did not care to argue or to give any sub¬ 
stantial reasons why the Government should not take control of the wires, while 
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the 10 reports favoring the measure are able and exhaustive arguments. Any 
fair-minded man after reading these reports will see the wisdom and necessity 
for the governmental control of the telegraph lines. And as to the constitutionality 
of the question, I beg leave to quote no less an authority than Henry Clay. As 
early as 1844 Clay was advocating Government ownership of the telegraph, and he 
WTote as follows: 

“It is quite manifest it is destined to exert great influence on the business 
affairs of society. In the hands of private individuals they will be able to monop¬ 
olize intelligence and to perform the greatest ojierations in commerce and other 
departmentsof business. I think that such an engine should be exclusively under 
the control of the Government.” 

And right in this connection I will also (juote Hon. Cave Johnson, the Demo¬ 
cratic Postmaster-General under Janies K. Polk, and that was a strict construc¬ 
tionist administration. This is what he said in reference to the telegraph 
question in 1840: 

“ It becomes a question of great importance how the Government will allow 
individuals to divide with the business of transmitting intelligence, an important 
duty committed to it by the Constitution. The use of an instrument so powerful 
for good or evil can not, with safety to the people, be left in the hands of private 
individuals.” 

The position taken by these two eminent men in public life was instrumental * 
in causing Congress, when it passed the act of July 24, 1866, to protect itself by 
reserving the right to take charge of all telegraph lines thereafter built as a Gov¬ 
ernment function at any time after 5 years, upon payment of the actual value of 
the poles, wires, etc. 

And further, Judge Walter Clark, of North Carolina, one of the ablest lawyers 
and one of the most profound economic thinkers in the United States, said: 

“ Many who admit the great advantages, nay. the necessity of the telegraph 
being operated as a part of the postal system are deterred by the inquiry, ‘ Is it 
constitutional?’ In truth, it is unconstitutional for this essential branch of the 
postal system to be operated by a private monopoly or in any other manner than 
hy the Government. When the Constitution placed the post-offices in the hands 
of the Government it conferred its exclusive operation upon the Government, 
and with it all means of operating it to the best advantage. The bestowal of 
exclusive right and duty to operate the post-offices carried with it beyond question 
the exclusive right and duty to use all the agencies that would make the post- 
office most highly efficient as such agencies, from time to time, should be improved 
or invented. On this principle the first telegraph line was built by a Congressional 
appropriation under an Administration which, by that period in its history, had 
become a strict-construction Administration (Tyler's), and the telegraph belonged 
to and was operated by the Government from 1844 to 1840, in Polk’s Adminis¬ 
tration.” 

The testimony of Postmaster-General Creswell, Postmaster-General Wana- 
maker, and of other Postmaster-Generals, in addition to the 10 reports of Congress 
to which I have already referred, shows conclusively that we nave the poorest 
telegraph service in the world, not a country excepted, and that we pay a higher 
price for the poor service than any other country pays for a better service. 

I could go on and quote for some time from most ol' the eminent men of the past 
and present bearing on the constitutionality of the question, but believo the 
quotations already given will be sufficient. [ will therefore turn to the labor or 
trades union view of the question. * 

The International Typographical Union, numbering about 85,000 members, and 
considered by many the most conservative and influential labor organization in 
existence to-day, having among its members men in every walk of like, some of 
them having filled the most important positions in public life, from the Halls of 
Congress down to our State legislatures, has, after giving the subject careful 
thought and consideration, gone on record as favoring the governmental control 
of the telegraph, and at the forty-fifth annual convention, held in the city of 
Chicago in 1893, appointed a committee of five to look after all national legislation 
bearing on the subject of governmental control of the telegraph. 

The very nature of the class of work that engages members of the craft which 
I have the honor to represent in part here to-day compels them to keep abreast of 
the times, so to speak, and when anything comes up that is likely to affect the 
craft in general they are very apt to take cognizance of it. So we have come to 
believe that the private monopoly of the telegraph is the principal foe the Inter¬ 
national Typographical Union has to meet. Nearly every member of our craft 
can remember when, only a few years ago. cities that supported 2 and 3 daily 
newspapers have only 1 at the present, the change, we believe, ha\4ng been brought 
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about by the telegraph being in the hands of a private monopoly, which fostered 
and protected a monopoly in the furnishing of news to the various papers through¬ 
out the country. 

Newspapers can not live without a first-class telegraphic service, and no news¬ 
paper can secure that service to-day that is not a member of the Associated Press 
combine. No one would attempt to doubt the statement that there are fewer 
newspapers throughout the South to-day than formerly. Then, why is it? Our 
school facilities are almost perfect, more people can read and write, and are tak¬ 
ing a more active part in the live issues of the day, and yet a few papers have a 
close monopoly of the field. Only a few years ago in one of the large Southern 
cities, a city claiming a population of 75,000 inhabitants, a morning paper died 
before it was born, as it were, simply because those who had put their money into 
it would not (because they could not be made to see the justice of things give 
those who had a monopoly of the distribution of news in the State a bonus of 
about $05,000 to become a member of what they called the Press Association. 
That was a case that came under mv personal observation, and it kept at least 40 
men of my craft from securing work, to say nothing of others that would neces¬ 
sarily be employed in various capacities in and around a newspaper office. That 
is only one of hundreds of similar cases that could be cited. Therefore our 
organization believes that if the Government had control of the telegraph every 
newspaper in the country would be treated aliko and receive the news at the 
least possible cost. We believe that a paper in California should be able to get 
from its special correspondent in Washington the telegraphic dispatches from this 
point as cheaply as a paper in New Yoik, but as things now stand the telegraph 
monopoly has its powerful grip upon what should be given to all alike—the world 
at actual cost plus expense of operating tin; system. 

Then as union men we do not nor can we indorse the way the Western Union 
Telegraph Company treats its employees. When asked how his company felt 
toward labor unions among its employees, the vice-president of the Western 
Union Telegraph Company, in his testimony before the commission only a few 
weeks ago, said: “The company lias not changed its position since 1883.” I 
believe 1 have quoted him correctly. We all remember the great strike of that 
year, and ever since then, nay, before then, the Western Union Company has been 
persistent in fighting and crushing out labor unions among its employees. 

He also says that the company will treat with the men as individuals. Perhaps 
he does not consider the several thousand women employed by the company enti¬ 
tled to any consideration, for women, as a rule, are made to work for whatever 
their employer sees fit to give them; but a company that will not treat with a 
committee legally appointed to represent the wishes of the employees will not 
treat the individual fairly. To show moio conclusively the Western Union's 
position on trade or labor organization, I quote from President Green’s testimony 
before a Congressional investigation just after the great strike of the telegraphers 
in 1883. He said: “After the great stake of 1870 or 1871 the company took back 
some of the strikers on condition of their taking what was called the ‘ iron-clad 
oath ’—an oath to renounce their union and never again connect themselves with 
any similar organization.’’ 

Evidence has been brought out during the various Congressional investigations 
that has proven conclusively that what President Green is quoted as saying is 
strictly true and correct, and that anything in the shape of getting up petitions 
for increase of pay or shorter hours has always resulted disastrously to the ring¬ 
leaders. They have either been dismissed from the service or discriminated 
against in many ways. Often their names are placed in the blacklist (and right 
here let me say that it has been stated many times by i hose m a position to know 
that the Western Union Telegraph Company was the first corporation or monop¬ 
oly that established the blacklist after the first great strike in 1871 and again m 
18831, and managers all over the country are so notified. Men have been Known 
to give up positions to try new fields, only to find that the telegraph had preceded 
them; consequently they found themselves barred. So a company that is known 
to practice such iniquitous policies and denies the right of petition, and denies 
with still greater emphasis the right to organize, should not be left in control of 
such a poweiful agency as the telegraph. 

After the great strike of 1883 the Western Union refused to take the men back 
unless thoy signed an agreement similar to the one I have quoted above, but I 
have learned upon good authority that men have through sheer necessity been 
compelled to sign such an agreement, and shortly afterwards renewed their alle¬ 
giance to their fellow-workers. Yon can not make a workingman see that it is 
all wrong for 2 or more telegraph operators to combine to secure fair pay and 
reasonable hoi^s and yet perfectly right and proper for 2 or more telegraph 
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companies to combine to squeeze and fleece the public. A monopoly that upon 
its sworn testimony claims that one-fourth of the earnings of the company was 
clear profit is squeezing and fleecing the public. 

Let me quote the exact figures given by the vice-president of the Western Union 
Telegraph Company before the commission, so there will be no mistake. He said: 
“Our earnings for the last fiscal year were $24,758,569.55. Our expenses, gross, 
were $18,593,205.87. This left a balance of $6,165,363.68, of which there was 
expended for dividends at the rate of 5 per cent, etc.” 

We claim that if the Government had control of the telegraph lines and kept 
up the present rate on messages, yet no one believes it would, the surplus of 
$6,000,000 could be used in shortening the hours of the employees, increasing the 
pay of all employees except the few higher officials, and in making improvements 
and extending the lines to all parts of the country, for it is a well-known fact that 
the Western Union will not extend a line unless the management see where they 
aro going to get a profit out of it. But as the wires are in the hands of a private 
monopoly the $ 6 , 006,000 of profit went into the pockots of a few men already mil¬ 
lionaires, for the vice-preeiaent of the Western Union also stated that the bulk of 
the Western Union stock was held by a comparatively few men. The vice-presi¬ 
dent of the Western Union also admitted that while wages have been increased 
during the past few years in all lines of industries, still the Western Union wages 
have remained about the same as they were just after the strike of 1883, and we 
also know that the low wages paid at that time were the principal cause of the 
strike. He also stated that there had been no material reduction m the telegraph 
rates. 

The advocates of governmental control of the telegraph believo that if the Gov¬ 
ernment had control of the wires the public would be given a better and cheaper 
service, the employees fairer treatment and better pay. In short, it would and 
could be conducted after the fashion of the Post-Office Department, where a pos¬ 
tal clerk receives on an average $84 a month, while the average pay of the tele¬ 
graph operator is scarcely $40. 

Then, again, the president of the Western Union Telegraph Company said: “ If 
the Government takes control of the telegraph lines, tho only way it could make 
a success out of them would be to have a rigid civil-service law.” But he seems 
to be afraid of tho Government building up an army of office employees. He 
does not stop, it seems, to consider the great mass of citizens employed in the 
Post-Office Department—some 130,000,1 believe. That number does not in any 
way endanger the public welfare. Then why should anyone have any fear on 
account of adding to the list of Government employees those connected with the 
telegraph companies? 

On the question of franks, the vice-president of the Western Union testified 
before the commission that he did not see any harm in extending them. “It is 
only a courtesy on our part.” he said. But he failed to state that the courtesy 
ended when the party using it returned to private life. Why is it that the cour¬ 
tesy is extended only to public officials, and especially the lawmaking branch? 
When asked if some favors were not expected in return for such courtesies, or, in 
other words, if a quid pro quo was not expected, he roplied: “ No; I do not know 
what the quid pro quo could be expected. I do not know what they could give 
us. When the company wants to make a fight before Congress we do not use 
franks, but arguments.” Now, I would like permission to quote from what the 
president of the Western Union Telegraph Company said on the question of 
franks some time ago, and you can draw your own conclusion. Ho said: 

“ The franks issued to Government officials constitute nearly a third of the 
total complimentary business. The wires of the Western Union Company extend 
into 87 States and 9 Territories within tho limits of the United States and into 4 


of the British Provinces. In all of them our property is more or less subject to 
the action of the national, State, and municipal authorities, and the judicial use 
of complimentary franks among them has been the means of saving to the com¬ 
pany many times the money value of the free service performed.” (Western 
Union report of 1878. See also Wanamaker’s argument, p. 164; Postmaster- 
General Creswell's report, 1878, p. 49.) 

After the above honest and candid acknowledgment by the president of the 
company can anyone doubt the object the Western Union has in view when its 
officials issue franks to national and State government officials? Although the 
vice-president of the Western Union also stated before the commission that his 
company always tried to get hold of new inventions, he neglected to state that 
they have generally been successful, but that instead of using them for the benefit 
of the public they have been locked up in the office of the company in New York, 
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Another fact brought ont in the testimony of the vice-president of the Western 
Union Telegraph Company before this commission is the acknowledgment that 
the company contributes liberally to the support of a school in Cooper Union that 

S inds out every year a large number of boys and girls as telegraphers—a regular 
ndergarten, as it were—using the graduates of the school to fill their offices 
with cheap labor. No wonder that timid and underpaid men and women are 
afraid to exercise their free American citizenship, which guarantees everyone the 
right to organize and petition, when the company is supporting a school that 
grinds out hundreds of telegraphers every year to take their places on the least 
provocation. 

Look at the contrast. The telegraph companies have thousands of boys 
employed in carrying their messages, their ages ranging from 12 to 16 years, 
who work long hours and receive from $3 to $4 per week-boys that ought to be 
in school—while the fine-looking men employed by Uncle Sam as letter carriers 
work eight hours a day and receive from $60 to $100 a month. 

Then, again, the officials of the Western Union Telegraph Company who have 
appeared before the various Congressional committees have invariably misrepre¬ 
sented the facts, taking advantage of every point to cloud and sometimes mis¬ 
represent facts. When they are confronted with the undeniable truth that 
their rates are nearly half as high again as the rates of foreign countries, they 
invariably meet you with this answer: “Our distances are farther, and the rates 
are a matter of distance,” etc., and to sustain this position they havo presented to 
committees of Congress tables of distances that have upon careful investigation 
proven to be false in every particular. 

Prof. Frank Parsons, in Senate Doc. 205, Fifty-fourth Congress, first session, 
said, in sneaking of the false statements made by the officials of the Western 
Union Telegraph Company: 

“Unfortunately for the Western Union, the Washburn committee consulted 
geographies and telegraph maps and found that the length of telegraph routes 
between the cities of Europo was strangely minified in the Western Union state¬ 
ment. while the distances between American cities were mysteriously larger than 
those set down in maps and geographies. Here are some examples: 



i Telegraph distances 


Telegraph distances. 

From liomloii to— 

Western 


From London to— 

Western 



Union 

Truth 


Union 

Truth. 


1 statement. 



statement. 



' Mila 

Mila 


Miles. 

Miles. 

Dover . 

91 

82 

Berlin. 

500 

722 







Paris. 

.1 200 

313 

Madrid. 

750 

1,225 

Reims. 

. i 250 

400 

Rome. ... 

850 

1,349 

Hamburg. 

: 

550 

Naples. 

950 

1,510 

Munich. 

M0 

800 

St. Petersburg. 

1,160 

1,806 


“ Not one single distance is correctly stated. It is necessary in nearly every 
case to add at least one-third and often more than one-half of the stated distance 
to obtain the real distance. The sum of the stated distances was 15,724 miles, and 
the sum of the real distances was 22,578 miles, or almost one-half more than the 
Western Union’s statement. To show the falsity of statements about American 
routes it was not even necessary to disturb the dust on the geography—the state¬ 
ment was its own refutation; for example, the distance from Memphis to Now 
York was placed at 2,000 miles, while in other tables of the same Western Union 
testimony the distance was said to be 1,000 miles.” 

Not long ago the president of the Western Union Telegraph Company made this 
statement: “Not 1 man out of a hundred who uses the telegraph is in favor of 
governmental control of the wires.” As I have called the attention of the com¬ 
mission in the beginning of my remarks to the fact that boards of trade, cham¬ 
bers of commerce, city councils, legislatures, etc., have petitioned Congress time 
and time again favoring Governmental control of the telegraph, I beg leave to 
quote the report of the executive committee of the National Board of Trade, 
November 15,1882, and if the board has changed its position since then the pub¬ 
lic has not been made aware of the change: 

“ In 1858 the Western Union had a capital of $385,700. Eight years later the 
stock had expanded to $22,000,000. of which $3,322,000 was issued in purchase of 
competing lines, while nearly $18,000,000 were issued as stock dividends. This 
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was the first attempt to spread out an increased paper capital, which should here¬ 
after afford a plausible pretext for imposing on the public an oppressive tariff of 
charges. The next step was the purchase of the United States Telegraph Com¬ 
pany, for which purpose $7,2111,300 of stock was issued, an amount alleged to be 
5 times the true value of the property. Next came the absorption of the Ameri¬ 
can Telegraph Company. The stock of that company was almost as much inflated 
as that of the Western Union, and amounted, water and all, to $3,833,100; yet 
$11,833,100 of Western Union stock was issued to get possession of that line. 

"Thus another illustration is furnished that in such enterprises competition 
always ends in combination, and the public is ultimately obliged to pay for the 
construction of duplicate lines which are not needed and are only constructed for 
the purpose of forcing a divide of the enormous sums charged the public for a 
public service which is a natural adjunct of the postal service." 

These are not the words of such persons as Vice-President Clark, of the Western 
Union Telegraph, was pleased to call “socialists,” etc., hut of business men who 
are thoroughly familiar with the methods of corporations from inside knowledge. 
The report goes on: 

"Later the American Union, whose actual value was about $3,000,000 (fran¬ 
chise and all), was absorbed, together with the Atlantic and Pacific Company 
(also worth about $3,000,000. franchise and all), and in the consolidation the 
American Union was put at $13,000,000 and the Atlantic and Pacific at $8,400,000, 
while in order to absorb in dividends the enormous earnings which they were 
levying on the public, a further increase of $15,000,000 was made under the pre¬ 
tense of issuing stock to represent surplus earnings previously invested in the 
plant. 

“Of course such evidence of what the public would stand in the way of tele¬ 
graph charges was immediately followed by a new strike, in the form of a com¬ 
peting company, the Mutual Union. This company was started on a basis of 
$600,000 capital, which almost immediately increased to $10,000,000, without con¬ 
sideration, and,as appears from proceedings in court by a stockholder, the direct¬ 
ors made a contract with a credit-mobilier construction firm in which they were 
interested, by which $4,000,000 in bonds and about $10,000,000 in stock were 
guaranteed for constructing lines and plant valued at $3,000,000. and naturally, 
things being developed thus far, negotiations were opened with the controlling 
spirits in the Western Union for another consolidation and stock watering. 

“ Subsequently the consolidation was arranged and there was a further increase 
of stock amounting to $15,1X10,000 on account of a plant the original cost of which 
did not exceed $3,500,000 according to the sworn testimony of the officers of the 
Mutual Union.” 

“ I have tried to present to you in as plain a manner as possible why the organ¬ 
ization which 1 have the honor in part to represent desires the governmental con¬ 
trol of the telegraph lines, and I hope and trust I have made myself understood, 
and I will close by saying that I believe it is as true to-day as it was in 1373, when 
Postmaster-General Cieswell said there were lint 2 parties to the question, “On 
one side are the people, and on the other is the Western Union Telegraph 
Monopoly.’” 

Take the rural free delivery, for example. Only a few years ago, when the 
establishment of the rural free delivery was suggested, it appeared so prepos¬ 
terous that it excited only passing comment , if not derision. It was denounced 
by some as impracticable: it would put the Government to a great deal of expense; 
it was sneered at, as all reforms are more or less, as a political fad, a Utopian 
dream, as it were, to bring the letter to the farmer instead of compelling him to 

f o, in some cases, several miles for it. But not one would suggest, now that they 
ave it, that the Government should take the rural free delivery away from the 
public. Only a few yours hack there were only about 40 routes; to-day there are 
about 4,500, and nearly 200 clerks are required to keep up with the work m this 
comparatively new branch of the postal service. 

Think of it. It has been over 50 years since telegraphy was first discovered: in 
other words, since lightning was harnessed to language and literature, and still 
the American people can not avail themselves of the full benefits of it at popular 
postal-telegraph rates, but have to depend upon a private monopoly that has 
never shown the least consideration for the public, a fact demonstrated beyond 
any question of a doubt when the company made the public pay the war-revenue 
tax. No one ever believed for a moment that Congress intended when the law 
was passed that the burden should fall upon an already over-taxed public, but the 
Western Union officials saw, as they claim, a technicality in the law and took 
advantage of it, and the public had to stand it. 
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I dose this statement by quoting the language of Senator Edmunds, who 
appeared before the Senate Committee on Post-Offices and Post-Roads a few years 
ago: “ The Government was constituted to promote {he general welfare, to dis¬ 
seminate intelligence, to defend the country, etc., and the telegraph is essential 
as a military establishment, essential to education as to social welfare.” 

That closes my paper. 

Q. (By Mr. Farquhar.) You mention a case there of a Southern paper which 
could not obtain a franchise in the Associated Press and had to go out of exist¬ 
ence. What city was it in?—A. Savannah, Ga. 

Q. Do you know of any other cases of like nature?—A. Not from my own per¬ 
sonal knowledge. I have heard of others. Chairman Randall has spoken of ono 
case in the city of Washington when the printers started the Washington Times, 
when I was on the committee to see the gentleman that had the franchise. I do 
not recall his name; he died a few years ago. He had the franchise and refused 
to sell it; would not allow the printers to use it and would not part with it. 

We see to-day on the Washington Post building in large, black letters, “The 
only morning daily paper in town that receives the Associated Press report.” 
There is a case where a gentleman had the franchise locked up and refused to 
part with it. 

I will go back to the case in Savannah and howl came to have personal knowl¬ 
edge of it. A large German brewer in town came to me and asked the number 
of men it would require to get out a paper, and 1 told him tin* number it would 
require, etc. He knew nothing about the business, being m the beer business, 
and the proprietor of the only daily paper in town being a prohibitionist and the 
brewers opposed to him. 1 told him lie would have no trouble in getting all the 
printers he wanted. He told me I could have a situation, but I said I was pretty 
well satisfied where I was, hut ho would have no trouble getting men. He said, 
“ I want to see you later about this proposition/' I saw him several weeks later 
and said to him. “ When is this new paper going to be started?” 

He said. “We have given it up." 

I said, “ Why, George, what is the matter?” 

''Well/' he replied, “ we had a meeting of the board, elected our directors, etc., 
and found out we would have to give $#>,000 to get into the Associated Press 
combine; and when I explained that to my German friends, they threw up their 
hands in holy horror and said, ‘ We do not pay $35,000 for nothing; and, besides, 
we would have to pay for the telegraphing every day or at the end of the week.’ 
They could not see the justice of paying out $35,000, which was about the amount 
of the capital stock subscribed.” 

That is the only case that lias come under my personal observation. I have 
heard of others, like the one here in Washington. The Kentucky legislature 
passed a bill over the governor’s veto taking the franchise away from the news¬ 
papers that, do not furnish all alike. J think Senator Goebel was the member of 
the senate who introduced the hill, and I think Governor Taylor vetoed it, but it 
was passed over his veto. No; Governor Bradley was the man that, vetoed it. 
They saw the discrimination there. Newspapers wanted to get into the field, but 
could not get the news at reasonable rates. 

Q. Mr. Randall spoke in his testimony about, 300,000 petitioners. Do you know, 
as a member of that committee, where* those signatures came from? Were they 
from workingmen, from business men, or from what class?—A. They came from 
men in every walk of life. As I have stated in my statement there, they were not 
only workingmen, but business men and boards of trade. We could not get the 
members of Congress interested in it. The war with Spain seems to have taken 
precedence over everything in the way of local economic affairs. We could not 
get members of Congress interested in it as long as we were tangled up in a for¬ 
eign war. 

, ^ ave X ou ^ )een < l H ^ e ‘‘lose in your attendance on the meetings of the Post- 
< )mce committee?—A. Yes; I do not think I have missed a meeting. 

m. How far have you progressed in getting this matter out of committee? Have 
you been able to do that yet by bill or report?—A. No; it seemed we could never 
get it out of committee. They were always pigeonholing it. When the time 
came to report they would do one thing or another to block it. 

$ • i v lth y° u , r petitions and these resolutions passed by these commercial and 
other bodies you have not been able so far to get it reported out of Committee on 
rost-Koads in the Senate or House?—A. No; and it is strange, because at all these 
nearings there are people there to represent Government ownership, while only 
„ western Union officials favor private ownership. It seems to be the people 
against the Western Union. 

16a-18 
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Mr. Randall. Yon might Hay that the nearest we came to getting a report from 
anybody was the circular that President Eckert of the Western Union issued in 
connection with this matter, trying to show members of Congress that we were 
putting them in a false light. As I stated a moment ago, it went to show that we 
must have moved them some, or he would not have issued that circular. 

The Witness. Postmaster-General Wanamaker in his report frankly admitted 
that it was the people on one side and the Western Union Company on the other. 

Q. (By Mr. Fakquhar.) What sympathy do you receive from the publish¬ 
ers generally—those that have Associated Press dispatches?—A. None whatever. 
I could go back and quote what I said in the Washington Times some years ago 
as to the Washington Post’s position on the strike of 18913. I wrote it up when 
ex-Congressman Conn was proprietor. When I read that it had passed under its 
present management (he did not have the paper at the time), I saw then I had 
made a mistake. I think Mr. Hutchins had it at the time; and the Post looks on 
it as a kind of socialistic idea, I think. 

Q. Do you find any cooperation from newspapers generally in tins country who 
are not in any press association—active cooperation in this plan of yours?—A. 
Well, yes; I did when we had the matter up before Congress several years ago, 
but not recently. Being the only member of the committee from the South, I 
made it my business to furnish some of the Southern papers with literature, and 
it was published by several afternoon pa^iers; but I noticed the morning papers 
would not touch it at all. 

Q. What bodies of organized labor have taken this matter up independent of 
the International Typographical Union?—A. I will answer that by saying the 
American Federation of Labor, and that represents all. I think at a recent con¬ 
vention they made it second in special legislation. The 8-liour law was to come 
first and after that the telegraph question; and President Gompers said recently 
that when they had the 8-hour law safe they would push on the telegraph with 
brotherhoods of the trades-union in the country, representing in the neighbor¬ 
hood of 1,000,000 people. 

Q. Did any of the other organized bodies or trades union take action, through 
convention or otherwise, in helping you along with it?—A. I can not recollect 
that they (lid. We sent out, I presunn 1 , several thousand petitions asking labor 
unions to indorse the movement as local bodies, and upon indorsing the propo¬ 
sition to please notify their representatives in Congress, and I know members of 
the House were flooded with this petition. 

Mr. Randw.l. I might say in that connection that when we organized our 
committee in Washington, in 1894 or the latter part of 189.3, we started to organ¬ 
ize the country. We had to do'it by correspondence, and we proceeded to organ¬ 
ize our own craft throughout the jurisdiction of the International Typographical 
Union, and got them to establish committees of 13, who were to report to the 
central committee at Washington. As soon as our committee got their report 
we had literature that we sent to them and put them m working order and 
immediately asked them to go to the sister organizations of the allied c afts and 
others and (lo likewise. Inside of 10 or 11 months we had every < rgam/ation n 
the United States in communication with us. We have on file at. our homes at 
the present time. also, letters Iran chambers of commerce, bourns < f trade, and 
business men geneially calling for cheaper toll. As I stated in my testimony, we 
had a selfish interest in it, ana the Farmers’ Alliance and Industrial Union and 
everybody not connected with the Associated Press would like to see us secure all 
that, while the Western Union and large monopolies generally, as they look at it, 
felt that if the Western Union lias to go down the line of Government ownership 
other monopolies would surely follow. Although as a committee we are net 
reformers to the extent of seeking Government ownership further than the opera¬ 
tion of the telegraph. We did organize the country as it lias never been organized 
before in that line, and we had a good organization. And here in Washington wo 
adopted the means of using an auxiliary committee of members of our craft here 
from the different States of the Union to disseminate information. The members 
would communicate with people of influence, friends, and others, and also their 
representatives in Congress. And 1 do not believe that there has ever been 
inaugurated a movement as thorough as this movement. 

The Witness. I mentioned the National Board of Trade, and you asked me 
whether there were any others besides labor organizations. Allow me to insert 
a list of the organizations in the National Board of Trade, which goes to show 
the number of trade organizations who indorsed this measnre. 

Q. Is there any other statement you desire to make?—A. No; if there are other 
questions I would he very glad to answer them, but I have no further remarks. 

(Testimony closed.) 
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Washington, D. C\, April /;, jmu. 

TESTIMONY OF MR. ALTON D. ADAMS, 

Electrical Engineer. 

The commission met at 10.55 a. m., Vice-Chairman Phillips presiding. At that 
time Mr. Alton D. Adams, of Boston, Mass., an electrical engineer, was intro¬ 
duced as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Fah^uhaii.) Give your name and address and profession to the 
stenographer.—A. Alton D. Adams; post-office address, box 1377, Boston. My 
business is that of the investigation of engineering and economic matters—inde¬ 
pendent investigation. 

Q. How long have you been on this investigation, Mr. Adams?—A. You mean 
the matter of investigation broadly or this particular investigation? 

Q. This particularly, and all others; how long has it boon a study?—A. \ have 
been devoting my entire time to it about 2 years. 

Q. Are you a graduate of any scientific school of tin' United States?- -A. I am 
a graduate of the scientific school of Harvard University. 

Q. Have yon taken up this investigation through the State or municipal authori¬ 
ties of Massachusetts, or of your own volition?—A. I have taken it up entirely of 
my own volition. 

>Q. Have you had perfect access to tin* public documents in the State m every 
instance?—A. So far as I know. 1 have. I have also had the benefit, of some sug¬ 
gestions by letter from the Gas and Electric Light Commission of Massachusetts. 

Q. Have you had any correspondence with the other municipalities in the 
United States?—A. I have not. 

Q. Have you any prepaiod paper to present, to the commission?—A. Nothing 
moie than some sheets of figures that I have here; F have no written statement. 

(^. We would bo pleased to have them and have your own analysis of the fig¬ 
ures, so as to present the question as far as that investigation has gone.—A. I 
would say at the start a word alwmt the object of this investigation. In looking 
up the matter of municipal ownership and tiying to look it up for several years 
back, I have been impiessed with the seeming fact, that there aio no verified fig¬ 
ures, or, if any, veiy few, to bo had on the subject. Various statements are 
published in different places as to what certain towns and cities that operate 
municipal plants have done, but these statements aie not, sworn to. They are, 
some of them, on inspection evidently one sided, and. so far as I know, most of 
such statements carry very little weight with engineers and those that know 
something about the actual operation of elect lie-lighting plants. So it has 
seemed to me that, in Massachusetts, where, as we all know, there is a commission 
who gather up these data and compile them accurately and where the law obliges 
not only municipal plants but all companies operating electiic light, and power 
plants to make a sworn statement of their investments and of their operations— 
their expenses and incomes—it has seemed tome that m Massachusetts there was 
an opportunity to determine something of what might he done in municipal 
ownership compared with ownership and operation by private corporations, 
something that would he definite; and that has been the object of this investiga¬ 
tion—namely, to compare the returns on the investment in Massachusetts in 
electric-lighting plants operated and owned by private companies with the re¬ 
turns on the investment of those municipalities that, have gone into the electric- 
lighting work. 

In the year 1891 Massachusetts passed a law allowing towns and cities to buy 
existing electric-lighting plants or to build new plants of their own under certain 
conditions, and since that time 17 such plants have been constructed—17 plants 
for the supply of electric light and power by municipalities. One of these plants 
was started in the last year, 1900, but that plant is not included in my report of 
this investigation, because it has taken some time to make this investigation and 
the data were not available for it. Of the 17 other municipal plants, 3 operate gas 
plants, and it has not been possible to satisfactorily separate tin; returns of those 
gas plants and the operation of the gas plants from the electric plants; and so, as 
the object was to arrive at some definite result as to electric plants pure and sim¬ 
ple, the returns and results of these 3 cities and towns that have gas plants have 
been left entirely out of consideration, and this statement of my investigation is 
based on the 14 cities and towns that operate electric plants only. I would say 
as to the cities and towns operating gas plants, of which there are 3, that 2 of 
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these gas plants have been in operation but a short time (1 was purchased in 
1899), so that, there being only 3, and 2 of them quite recent, results would not be 
very conclusive in any event. 

Q. (By Mr. Litchman.) Let me interrupt just % a moment. Y ou propose giving 
the names of these places?—A. Yes; that is my intention. That, I think, might 
well be the next point. The names of the places in Massachusetts operating muni¬ 
cipal plants, taken in alphabetical order, are- 

Mr. Phillips (interrupting). State the number of inhabitants in those as you 
go on.—A. The places are: 


Towns. 


Popula¬ 

tion. 


Towns. 


Popula¬ 

tion. 


Belmont. 

Braintree. 

Chicopee. 

Danvers. 

Hineham.... 

Hudson. 

Hull. 


2,84:1 

8,811 

10,420 

8,181 

4,819 

5,808 

1,044 


Marblehead. 

Needham. 

North Attleboro 

Peabody . 

Reading. 

Taunton. 

Wellesley. 


7,671 

3,611 

6,676 

10,607 

4,717 

27,115 

4,229 


If agreeable, I think it might be well to state also the yearin which those plants 
were started, if the information would be desirable. 


Beginning with Belmont, the dates a 


Belmont...1898 

Braintree.-. 1892 

Chicopee.1896 

Danvers_ .. . - . — 1889 

Hingham. . 1895 

Hudson.. - - 1887 

Hull. 1894 


as follows: 


Marblehead. 1895 

Needham..1893 

North Attleboro . - 1894 

Peabody. 1892 

Reading. .1895 

Taunton. 1897 

Wellesley. 1892 


Q. (By Mr. Litchman.) You have stated that the law was passed in 1891, and 
you referred to Danvers as starting its plant in 1889; you had better straighten 
up that discrepancy.—A. The legal basis for the plant at Danvers before the law 
or 1891 was passed, was the common law right to light streets. 

Q. (By Mr. Phillips.) Does not the law prescribe that existing plants shall be 
purchased?—A. Yes. 

O. (By Mr. Litchman.) Does not the law now provide that if a plant exists in 
a city or town, the municipal plant may not be established except by purchase of 
the existing plant?—A. My understanding of the law is that the town must 
purchase. 

Q. And if they can not agree it is referred to commissioners to decide?—A. 
That is my understanding. The total amount of investment m municipal electric 
plants in these 14 towns and cities is $891,591. The largest of them is but 27,000 
population and the figures range from that number down to 1,000. 

Q. (By Mr. Litchman.) That is the total for all the towns?—A. That is the 
total investment in all these 14 municipal electric plants. Now, in order to com¬ 
pare the results attained in these municipal plants with results attained in plants 
operated by private corporations, it seemed necessary to reduce all the earnings 
or the municipal plants to a money basis. That is not done in the report of the 
commission, and I should state here perhaps that most of these municipal plants 
do two sorts of business. 

In the first place they do all the public lighting in the towns and cities where 
they exist; and, in the second place, most of them sell energy to private con¬ 
sumers who may want it. Of course, the returns for energy sold to private con¬ 
sumers come in as a money return, but the public lighting does not come in as 
money; it does not stand as money in the first instance. The next step, therefore, 
in the investigation was to reduce this public lighting in these several towns and 
cities to a money basis and get the value of it. Unfortunately the prices paid for 
electric lighting, not only in Massachusetts but all over the country, vary through 
very wide limits, and after some consideration of this subject it seemed to be 
impossible to assume any particular figure as the value for electric lighting that 
would be admitted all around to be a fair figure; that is, the value of an arc lamp 
or the value of an incandescent lamp, because there are such wide variations in 
the prices paid by cities that buy their light. It did seem to be fair, however, to 
take a number of Massachusetts towns and cities, all as nearly as possible of the 
same population as those having municipal plants, and find the average price in 
all of those towns and cities—that is, of tne number taken—paid for such service. 
This was accordingly done. 
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Seventeen towns and cities were taken, and the prices paid for arc lamps and 
for incandescent lamps in each were found. This price has been reduced to a 
price per hour. The price for public lighting is usually given by the year or by 
the month, by the lamp or by the lamp month; but it was found in going over 
the matter that tho number of hours of operation and the allowance for moon¬ 
light nights and some other factors in the different towns and cities that buy 
their light are very variable, so that rates about the same per year turned out to 
be quite different when reduced to the actual hours of lighting. It was therefore 
decided in getting this average rate to base the rate on tne actual hours of serv¬ 
ice. I have a table here of the prices paid for electric and incandescent lighting 
per lamp hour in 17 towns and cities corresponding asmearly as possible in popu¬ 
lation to the 17 towns and cities where municipal plants exist in Massachusetts. 
I hardly know how much of these data the commission would like to hear. I have 
a table here giving the names and populations of the several towns and cities that 
were selected in order to arrive at this average price—tho average value per arc 
lamp and incandescent lamp. 

Mr. Kennedy. Give tho information just as you have it. 

The Witness. Perhaps it might be well to explain, with reference to the candle- 
powers of lamps mentioned in tho table, that the oandlepowers of arc lamps are 
entirely nominal; they mean substantially nothing—that is, there is no definite 
relation between the nominal and the actual illuminating power of electric lamps. 
But tho lamps are spoken of in that way, and so I will use tho term. Tho table 
is as follows [reading]: 

1’rices per hour paid for street lamps. 


Pittsfield. 

Marlboro. 

Ameslmry. 

Leonmistei. 

(lardner. . 

A button. 

Miliord. 

Athol. . 

GreenHeld. 

Andmer. 

FminiuRhnin . 

Whi Ilium. 

Orange. 

Wcstboro. . 

Union. 

Winehetidon. ... 

Amherst. 

\ vertigo cost per hour 


Population 

Prices, 1,200 
candle- 
power urc 
lamps. 

Prices, 16 to 
26 candle- 
power in¬ 
candescent 
lamps. 

23,671 

('nite. 

3.6 

Cent m. 

1.02 

11,977 

3.8 

.74 

9,980 

1.7 

1.80 

9,211 

3.2 

.71 

9,182 

1.8 

.96 

9,130 

4.3 

.99 

8,909 

4 6 

1.04 

7,361 

5 5 

1.10 

6,229 

4.4 

1.40 

0,145 

5.1 

1.07 

ft, 770 

4 6 

1.10 

ft, 714 

5.9 

.92 

6,361 

4.6 

1 40 

6,22ft 

4 5 

1.50 

5,186 

5.8 

2.10 

4,490 

5.4 

1.09 

4,786 

6 9 

1.60 


1 7 

1.2 


From this table the average cost per lamp used for arc lamps is for these places 
4.7 cents, and for incandescent lamps 1.2 cents per lamp hour. 

I have here now the items showing the value of arc and incandescent lighting 
furnished for public service each of the 14 municipal plants here considered, on 
the basis of these average prices in private plants. I think to read these figures 
for the separate plants will perhaps bo uninteresting, and so I will simply read 
tho total of the figures, if permitted, and the table will be left so that the entire 
amounts can be published. (See Exhibit B.) The valuo to these 14 munici¬ 
palities has been found,, cf course, in each case for the arc lighting and for 
the incandescent lighting which the municipal plant has furnished to the town, 
and the value of theso 2 kinds of lighting in each case is added together and the 
total is the value for the municipality. The aggregate for the 14 municipal towns 
is $173,429.40. Now, the same 14 plants in the 14 towns and cities previously 
named have derived an income during the year ending June 30,1899, of $83,948.38 
from the sale of electric light and power. I should say here that the value of the 
arc and incandescent lighting supplied by these municipal plants to their several 
towns and cities, as here computed, is for the year ending June 30,1899. (See 

Exhibit “C.”) 

Q* (By Mr. Phillips.) That includes the total receipts from the city as well as 
from the private individuals?—A. Yes. 

Q. Eighty-three thousand dollars?—A. No* tw in * - 
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individuals to the town for lighting and power. The value of the public lighting 
that the towns have had from their plants is $178,429.40. Of course no money 
payment was made for that lighting. 

Q. What is the sum added together?—A. The total earnings of these 14 munici¬ 
pal plants on the basis hero stated is $257,877.78. 

Q. Have you in that connection the cost of producing that? 

A. The total operating expenses of these municipal plants for the year ending 
June 80, 1899, was $148,492.08, which, subtracted from the total earnings, leaves 
the net earnings $10H,884.15. 

Q. (By Mr. Phillips.) And the total cost is something over $800,000?— A. The 
total investment, as previously p anted out, in all these plants is $891,591. So 
that the ratio of net earnings to tlio total sums of money that have been put into 
these plants is 12.8 per cent for the year ending June 80,1899. 

That completes the first step in the inquiry. It reduces the earnings of the 
municipal plants to a definite percent on the investment after all the costs of 
operation have been deducted. 

Now I stated at the start that the object of this investigation was to show how 
tho results in these municipal plants would compare with the results in private 
plants in Massachusetts. So wo now pass to the private plants to see what they 
did during tho year ending ^Juno 80, 1899. 

I would again call attention to the fact that the largest of these municipal 
plants is in the city of Taunton, where the population is only 27.115. That is 
according to tho census of 1895 in Massachusetts. The population at present 
would be slightly larger. These places having municipal plants run down in 
population from 27.115 at Taunton to only 1,044 at Hull. So that they are in the 
main in small places. 

Now, it is a well-known fact in tho supply of electric light and power, small 
towns and cities do not afford so profitable a field for that sort of work as do the 
larger places, so it would be obviously unfair. I think, to make a comparison or 
to draw conclusions from the comparison between the results obtained in these 
municipal plants and the results obtained in Massachusetts as a whole in the 
plants owned by private corporations, because Massachusetts of course has a 
number of largo cities—one very large city—Boston, and a number of other largo 
cities like Springfield, Worcester, Lowell, Cambridge, etc., running up between 
50,000 and 100,000, that afford a large field for tho supply of light ami power, a 
much better field thar the small places. 

But at the start a comparison has been made with the total results from private 
corporations operating electric plants only in Massachusetts. This comparison 
does not include corporations that operate both electric and gas plants combined, 
because of the difficulty previously pointed out in connection with tho municipal 
plants, namely, that the figures available are not sufficiently segregated as to the 
results attained in each case, in tho gas and in the electric departments; so that 
in quite a number of cases in Massachusetts where the gas plants and the electric 
plants are operated by the same corporation, the results of the operation are not 
included in this statement. I would say, however, that none of those cases 
include the largest cities. In none of the largest cities, namely, those I have 
mentioned—Boston, Springfield, Worcester, Cambridge, etc.—in none of these 
cases is the electric lighting and the gas plant controlled and operated by the 
same corporation. In some of the smaller places such is tho case, but these places 
are left entirely out of the comparison, and there aro only a lew of them. 

Now, taking the private corporations that opeiate electric light and power 
plants in Massachusetts as a whole, Boston included with the other large cities, 
the investment in these plants has been computed on a basis of tho capital stock, 
bonds, and tho notes payable. These items are: Capital stock, $10,926,080.40; 
bonds, $8,771,200; notes payable, $1,983,215.46; a total investment of $16,680,445.86. 

A word of explanation might be made with reference these three items as repre¬ 
senting the actual investment in the plants. Of course, as we all know, capital 
stock and bonds of corporations in Massachusetts, or corporations operating public 
plants, can only bo issued for money or its equivalent actually paid in. So that 
these stocks and bonds represent actual money paid into the plant to their face 
amount. Under the Massachusetts law they must do that. 

Now. as to theso notes payable. I believe from what I have noted from various 
sources that they represent substantially additional investments in the electric 
plants beyond the amount of tlie capital stock and the bonds. I wrote the com¬ 
mission in regard to that point and they wrote me that tho notes payable of these 
several corporations in most cases did represent investment, but that in some 
cases they would represent losses. Well, to my mind it looks to me as thougq 
the money has gone into tho plants and as the item in all is only $1,933,215.46, 
and if most of that represents investment, according to the commission, and 
another small but undetermined part represents losses, which seem to me to be 
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also investment, I concluded to let the items stand as I have given it—as invest¬ 
ment in the plant. It looked to me as if that much money had been into the plant. 

Mr. Phillips. Or a debt of the plant, which was the same thing. 

The WiTNfiss. To revert for a moment. Remember I am trying to compare the 
private and the municipal plants all the time. In the case of the municipal plants the 
investment included everything—every dollar put into the municipal plant, and I 
want to get as near to that as possible for these electric plants owned by corporations. 
In the latter oaso the investment of $16,630,445.86 earned during the year ending 
June 30,1809, above expenses, $1,609,365.96. This represents a ratio of net earn¬ 
ings to investment of 10.2 per cent, in contrast with the 12.3 per cent made in the 
case of the municipal plant. It should be borne in mind in this connection that 
this comparison takes in all the large cities ol‘ Massachusetts except 2 or 3 
good-sized towns, where the electric and gas plants are owned by a single corpo¬ 
ration, and consequently takes in fields that are much better and that are sup¬ 
posed to lie much more profitable for the sale of electric light and power than the 
small cities where the municipal plants exist. So that the figure of 10.2 per cent, 
whatever unfavorable bearing it may have on the results of the municipal plants, 
if it has any unfavorable bearing—for it is less by some 2 pel cent than the figure 
reached in the municipal operating—it should not. be given much weight. 

The next basis of comparison was to take all the electric plants operated by 
private corporations in cities and towns of Massachusetts, each having less than 
30,000 population. It seems that in this way we could come to a fair basis of 
comparison. The largest place operating a municipal plant has 27,000 popula¬ 
tion, and tlie cities and towns run from that down to 1.000; but there are 43 cities 
and towns in the State of Massachusetts having populations of not over 30,000, in 
each of which the electric-lighting business is conducted by a private corporation. 
The capital stock in all of these 43 cities and towns that we an* now considering 
amounts to a total of $1,823,000, the bonds amount to a total of $1,201,700, and the 
notes payable to $773,262.56, making a total investment of the electric light cor¬ 
porations in these 43 cities and towns of less than 30,000 population of $3,707,862.56. 
The total earnings or incomes of these 43 plants during the year ending June 
30, 1800, was $814,768.54; operating expenses. $568,700.87, leaving net earnings 
$246,067.67. The ratio of net earnings to total investment above given was 6.4 
per cent, as compared with 12.3 per cent, which was shown to be the earnings of 
the municipal plants in the 14 instances cited. That concludes in outline what I 
have to offer on this subject. 

Q. (By Mr. PlIiLLU’S.) Would you please state again the net earnings of those 
40 towns?—A. The net earnings of tin* 43 cities and towns just mentioned was 
$240,007.67. 

Q. And then the profit on those; what per cent did they pay?—A. They paid 
6.4 per cent on the investment. 

Q. (By Mr. Litchman. ) You made your calculation entirely on the 1,200-candle 
power for arc lights?—A. I did. 

Q. Did you reduce the 2,000-candlopower lamps to the 1,200 basis?—A. I did 
not. I will explain what I did do. All municipal plants except 1 or 2 have the 
nominal 1.200-candlepower arc lamps. All of the plants operated by private cor¬ 
porations in the 17 cities and towns taken to reach the average value of arc lighting, 
had 1,200-candlepower arc lamps. One or two municipalities had 2,000 power 
lamps, but had such a small number that I did not think it worth while to make 
that additional allowance for them. The small error, such as it is. counts against 
the municipal plants and not in their favor. 

Q. Some of the plants furnish light only, and do not furnish light and power. 
Are they of sufficient importance to distinguish between the two?—A. I can not 
see any important point there. There are only 2 or 3 of the plants, as I remem¬ 
ber, that furnish power at the present time. 

Q. The point would be, if they did furnish power, the cost of operation while 
they were furnishing power ought not to he charged against the cost of lighting, 
ought it?—A. The plants exist there; they do all the business that comes in, and 
they have attained these results. The plants existing in the other cities and towns, 
operated by private corporations, take all the business that comes in and they 
attain these other results. 

Q- That is a fair comparison. That is right.—A. I suppose the reason that so 
few of the municipal plants furnish power is that there is very little call for elec¬ 
tric power in those small places. 

Q. Is not the real reason the fact that it has been permitted by law only about 
2 years?—A. I am not sure as to the legal point, but 1 still think the other reason 
applies, because 1 think it there had been a demand for it before the last 2 years 
there would have been an effort to have the law changed, if it is a fact that the 
law did not permit it. I know it is a fact, from knowledge of the electric business, 
that there is little demand for power in the smaller towns. One of the cases 



280 


INDUSTRIAL COMMISSIONTRANSPORTATION. 


where power is furnished is in the city of Taunton, where we have a fair-sized 
place; out in the small places there is very little demand for power. I think if 
there had been much, if any, demand wo would have seen the municipal plants 
going after that privilege long before. 

Q. Would the extent of territory over which the lines run affect the cost?—A. 
Yes; because in the smaller places you have a greater length of wire, and pre¬ 
sumably a greater investment in lines of wire in comparison with the amount of 
power you can sell. 

Q. It is difficult to consider that problem in the statement you have made, is it 
not?—A. Yes; I could not well bring that in, as it would require data that I have 
not by me. But it is a settled fact that the larger places are more favorable to 
good earnings in the electric light and power business. 

Q. It is claimed that there is a larger expense in the larger cities by reason of 
tho regulations compelling the establishment of conduits. Have you taken that 
into consideration?—A. No, I have not taken that claim into consideration; but I 
would point out that, in the first place, any fair comparison between these munic¬ 
ipal plants and private plants must be in the nature of the second comparison to 
which I have called attention, that with towns and cities of a similar size, and in 
that case there are no regulations of that sort. Now, for curiosity, I did put in a 
comparison with all the towns and cities in Massachusetts, and that was more 
favorable to the municipality. My opinion would be that in spite of such regu¬ 
lations as do exist in the large cities they still offer a better field for electric 
lighting; but it is not necessary to consider them at all to get the force of this 
comparison here made, because there really a different problom comes in. It is 
not fair to compare little places of 1,000 population with the city of Boston. 

Q. And it is only in the larger places that tho regulations for burying the wires 
exist?—A. Yes. 

Q. And the comparison mado with tho 43 towns is where the conditions are prac¬ 
tically the same?—A. Yes; under 30,000 population. 

Q. Did it combine also the urban and rural districts in about the same propor¬ 
tion?—A. Presumably; at least there was no distinction purposely made. It took 
in all the places in Massachusetts where private corporations operate lighting 
plants and do not operate gas plants. It took in every one of them, so that there 
was no picking out of cases that would be favorable to a certain conclusion 
sought to be reached. 

Q. In Massachusetts a city can not be established with less than 12,000 inhabit¬ 
ants.—A. Is it 12,000 or 10,(KM)? If my memory serves me, I was thinking it was 
10 , 000 . 

Q. Either 10,000 or 12,000. So all the places you have mentioned of less than 
10,000 inhabitants are necessarily towns?—A. Exactly. 

Q And necessarily distinct from the urban?—A. Yes. There is no reason to 
suspect that the municipal plants are in places that are closely huddled together 
and the private plants in places that are scattered, as we have taken all the 
instances of each kind; and it is fair to suppose they average up about tho same 
conditions. We have taken all the plants in cities and towns under 30,000 popu¬ 
lation operated by private companies. 

Q. Do not the reports of the gas commissioners give the comparisons by the cost 
per lamp and not the cost per lamp hour as you give it?—A. They do give the cost 
per lamp, but they also give the number of hours operated per day, and the num¬ 
ber of days operated per month in all these plants, and it is possible by arithmetic 
to reach some definite conclusion. 

Q. You think the comparison made by you per lamp hour is fairer to both 
sides than the cost per lamp?—A. I think it is a definite basis, and tho other, until 
you reduce it, is indefinite. A price per lamp year does not mean much until you 
know what is included under the lamp year. 

Q. And how long the individual lamps are run in that year?—A. Yes; that is 
the point I mean. 

Q. (By Mr. Phillips.) How do you find the people to be satisfied, as a rule, in 
your visiting these towns and making your examination?—A. 1 think that the 
people are very well satisfied with municipal ownership; no town has relinquished 
its municipal plant. Last year there was a very nice little municipal plant built 
in Concord, one of the best. 

Q. Have no municipal plants been bought out by private corporations?—A. No. 

Q. Have the municipal authorities bought out some of the private corpora¬ 
tions?—A. Yes; in several cases. 

Q. Is it not true that the regulations of the State which compel the purchase of 
private plants has deterred many localities in establishing municipal lighting 
plants?—A. It is unmistakably my understanding that that is the case. There 
are cases in which failure to agree on price, when some municipalities are willing 
to buy, has left the matter in such condition that the transaction has not been 
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gone ahead with, where it would have been gone ahead with if the field fiad been 
clear. 

Q. (By Mr. Farquhar.) Are we to understand from your testimony that the 
municipal plants, the 14 you mentioned particularly, cleaned up 12.3 per cent, and 
private plants in the same kind of cities cleaned up 10.2 per cent, and the whole 
43 cities below 30,000 population cleaned up only 6.4 per cent? These statements 
having been made by you, can yon make an explanation of the divergence between 
the 43 cities, 6.4, and your municipal ownership towns at 12.3? Do you know if 
there are any figures of depreciation at all in your plants? Do you know whether 
there are any funds sot aside for depreciation? Do you know whether tho cities— 
the municipalities—whether tho city bookkeeping, municipal bookkeeping, and 
the private bookkeeping differ in tho matter of depreciation as to the item in your 
plants?—A. Tho municipal plants must charge a depreciation of not less than 5 
per cent per year by law. So far as I am aware there is no fixed per cent of 
depreciation fixed for the plants owned by private companies, and without being 
able to state the exact figure at which such depreciation charges are made, my 
impression from looking over the returns of the plants owned by private corpora¬ 
tions is that they do not average anything like a 5 per cent charge for deprecia¬ 
tion; that they did not make anything like so large a charge—a much smaller 
charge. 

As to the explanation why the municipal plants hIiow 12.3 on the actual invest¬ 
ments, while the 43 cities and towns of similar size show only 6.4 per cent on the 
investment, it is my opinion that tho difference results mainly from the more 
efficient and careful management in tho municipal plants. Of course the people 
ill these small places, where these municipal plants are operated, are very jealous 
of any unnecessary expenses or anything of that sort. And the Gas and Electric 
Light Commission is also watching the matter, and it is not possible for these 
municipal plants to run into excessive outlays or to operate at a loss. They are 
not to sell at a price that will produce a loss; they must stop selling to private 
parties rather than to sell at a price that will produce a loss. 

The cost of street lighting from municipal plants is found for each case in the 
following way: All expenses of operation and management for the municipal 
plant during the year are first found. From theso expenses is then deducted the 
income from commercial lighting. To tho remainder are added interest on the 
entire investment in the municipal plant, at the rate paid on municipal bonds or 
notes, and also depreciation at 5 per cent on tho cost of (he plant. The sum of 
theso three items is the cost of municipal lighting for the year. The total timo 
in hours of operation for each lamp is known, and the cost per hour is computed 
by dividing tho total cost of street lighting for each town among the several 
lamps in proportion to the energy that each lamp consumes. 

Another way to ascertain the economy of public electric plants is to compare 
the actual cost to tho municipalities of operating their plants with the priceH 
P r ^ va ^ e companies. The following table has been prepared from 
official returns. 

Cost per hour of operation of electrh' lamps from municipal plants , including interest and 
depreciation, year ending June SO, 1809. 


[Coats por hour.] 
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It will be noted that in the majority of oases the cost per hour of lamps oper¬ 
ated by municipal plants is lower than the average price paid for similar lamps 
when operated by private corporations. In a number of instances the municipal 
costs are only one-half of the contract prices. 

True it is that some of the contract rates are lower than some of the municipal 
costs, but it should be held in mind that any town may have a low cost for street 
lighting from a municipal plant at will by good management and the use of 
efficient equipment. 

On the other hand, towns that now pay a high contract price for street lamps 
seem to have no remedy, unless they put in municipal plants. 

If I may add a word to my testimony previously given, I would like to say with 
reference, further, to this comparison, that while I have made out no table show¬ 
ing the comparative charges made for electric energy of municipal plants and 
private corporations, still i would state that on the whole the municipal plants 
sell their energy quite as low to private consumers, if not lower, than do the 
other corporations. There is not a great difference, but the result, as reported in 
the reports of the Gas and Electric Light Commission, is, if anything, a little 
lower for the municipal corporations than for the private plants, so that their 
better showing on tlie investment can not be due to the fact that they charge the 
townspeople a higher price for energy, because they have not charged any more 
than, if as much as, have tile, private companies. 

Q. (By Mr. Fakouhar. ) You said that in the 14 cities there was no gas compe¬ 
tition; that you took out 3 cities that you claim had both gas and electric plants, 
the other 14 cities having only electricity. Is there gas competition therewith 
electric lighting? Can vou name any one that lias private competition against the 
municipal control? I am asking the condition where the municipality is the 
competitor with the private gas company. That is the point I want to get at. 

The Witness. There are in some of these places gas plants where the electric 
light is owned by the town or city, but I would liku to refresh my memory for a 
moment as to the places, if I may answer the question partially now, I would 
call attention to the citv of Taunton, which lias a gaslight company with a capital 
stock of $80,1)00. Tliat’is the largest place having a municipal electric plant, and 
there is a gas company of very good proportions for a place of 37,000 population 
($80,000), and my general recollection is that there are a number of places where 
municipal plants have also gas plants. There are private gas works in eight of 
the towns having municipal electric plants. 

Q. (By Mr. Litohman.) In the case of the gas plant, does not the field covered 
very materially affect, the cost of the investment per light?—A. it affects it to a 
considerable degree. The extent, of distribution of gas is quite a large per cent 
of the total cost. I won’t state the per cent, or attempt to do so, but that is 
lower than electric-light energy. 

Q. I will vary my question. What i really meant to ask was, is not the cost of 
the small plant relatively a little more than the cost of the large one?—A. Of 
which variety? 

Q. Both; each.—A. Yes, undoubtedly. 

Q. Then, in a town having a small gas plant, the price of the gas—the price at 
which gas was furnished—may be higher in a large town with a large plant, and 
yet the return on the investment not be any more, if as much?—A. Quite so. 
As a matter of fact, I believe the plants in the smaller towns are almost always 
higher than in the larger towns of Massachusetts. 

Q. (By Mr. Phillips.) But are there any cities or towns which own the gas 
plants?—A. There are three which i purposely left out, because the accounts of 
the gas and electric light wero mixed up. 

Q. Are there many cities tnat own their own waterworks in Massachusetts?— 
A. Oh, yes; it is a very general practice with a large part of them. 

Q. Has there been any comparison made there between city ownership and 
individuals in regard to trie cost of furnishing water?—A. I have never seen any; 
that is one of the things that. I have in mind, but I have not gone into the matter. 

Q. You do not know where the commission could get statistics of that kind 
now, to show the difference of cost?—A. Oh, yes, I know the documents from 
which that information could lie gotten in Massachusetts. It would involve a lot 
of analysis, just the same as we have gone into here. Most of these figures were 
taken out of a book, hut they came out of tho book as amatter of analysis. 

Q. Are there any cities and towns that own their own street-railway systems? 
There arc none in Massachnsettsthat own street railways?—A. I think not. 

Q. (By Mr. Farquhar.) What is your observation in respect to electric light¬ 
ing in municipalities supplanting gas?—A. The observation that I would state in 
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reference to your question is that the electric light supplants gas, not on a ques¬ 
tion of price, but on a question of quality, where it supplants it at all. That is, 
so far as public rates and public lighting is concerned. It is possible to put in what 
is termed an insulated electric plant; that is, if one has a large amount of lighting 
at any factory plant, or for his office building, it is much cheaper under certain 
conditions. Under conditions that pertain to the heating of a building, etc., so 
that an engineer has to be employed, it is much cheaper to put in a small electric 
plant and light with electric plants, than it is to light a building by gas. That is a 
growing piactice in all large cities of the country, and rightfully so; but so far 
as lighting derived from the public supply is concerned, electricity can not, I 
believe, in a great majority of instances, if at all, compete with gas strictly on a 
price basis, and it is selected by the great majority of users, not because it costs 
less, but because they like it better. 

Q. (By Mr. Litciiman.) Is that condition intensified to appliances consuming 
gas, like the Welsbach burner?—A. The improved burners that you speak of, 
which materially increase the candlepower per foot, of gas consumed per hour do 
tend to cut down slightly the field of application of the electric light; that is, 
they give the gas an advantage that it would not otherwise have, in that they give 
gas lighting a quality that some consumers will accept instead of buying the 
electric light. This still leaves the gas the cheaper form of illumination, but they 
cheapen the illumination of our gas very decidedly, and also improve, in the 
opinion of some consumers, the quality of that illumination. 

Q. (By Mr. Farquhar.) You gave the figures from 1892 to the installation of 
these electric plants; do you know of the installation of any gas plants in that 
time?—A. Thu 3 gas plants, as 1 endeavored to state. 

Q. Just 3 and no more?—A. Just 3. 

Q. Then it seems to be the policy of the towns of Massachusetts to adopt elec¬ 
tricity instead of gas where they pass out of the. reign of coal oil?—A. Judging by 
experience, yes. 

Q. Where you mentioned the fact of the netuvsults of 0.4 per cent here in the 
43 cities, and the 12.3 per cent in your 14 cities of municipal control, would it not 
seem that really the private individuals are making less money now than the 
municipally owned properties?—A. It is a fact, shown by these figures, that the 
capital invested by towns and cities in electric-light plants is more economically 
invested for the community, and is earning a better return than is capital invested 
through the medium of private corporations operating such plants. 

Q. So, you would say that the owners in 43 cities, that clean up each year 6.4 
per cent, are not monopolists nor robbers of the public?—A. I should say, on the 
contiary, that they are not getting a fair return on their investment. The ques¬ 
tion that I have particularly referred to in this matter is that, as to whether 
municipal plants can be expected to be, or are being, managed as well or better 
than private plants. 

Q. (By Mr. Litchman.) When you say that 6 per cent and a fraction is not a 
fair return on the capital invested, you think in Massachusetts, at least, there is 
not an overcapitalization, either by stock, bonds, or notes?—A. No; there is no 
overcapitalization there, as I see. There may be injudicious investment, of 
course, if that is what you mean. I should not care to stand with the proposition 
that all those private corporations have been operated only, for instance, as an 
engineer in that lino of business would advise to operate them; but I say the 
money has been invested there, well advised or ill advised. 

Q. (By Mr. Farc^uhar.) Are the men who officer your municipal plants in 
Massachusetts taken from a civil-service list, or how are they employed?—A. As 
far as I am aware there is no formal civil-service list in connection with them. 
The officers are simply employed on their reputation as men competent in that 
line of work. 

Q. Just aR any business enterprise or corporation would employ?—A. Yes. Or 
just as a town or city operating a waterworks plant would employ an engineer 
for that plant. I do not think there is any civil-service examination. 

Q. Have you ever heard in Massachusetts that politicians have interfered to put 
men in these plants?—A. I have never heard of such complaints. I have heard 
of complaints about, politicians interfering in some other lines of work in Massa¬ 
chusetts, but as to this particular thing I never did. 

Q. (By Mr. Litchman.) Is it not a fact that the managers of all these munici¬ 
pal plants are elected by cities and towns as a rule? Of course in the cities they 
may be appointed by the mayor and confirmed by the council, lmt in general are 
they not elected at town meetings?—A. I so understand it. 
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Q. In that ease, then, they have to run according to public sentiment?—A. I 

suppose if a plant is not well managed that the tenure of that office- 

Q. (Interrupting.) Would stop. Is there anything further yon might add?— 
A. I think of nothing to add. 

(Testimony closed.) 


Exhibit A.— To accompany Mr. Adams’ testimony. 


Municipal electric plants in Massachusetts. 
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8,181 

1889 

45,174 

4,819 

1895 

24,413 

5,308 : 

1897 

45,273 

1,044 

1894 

119,367 

7,671 

1895 

85,518 

3,611 

1893 

15,697 

6,676 

1894 

58,421 

10,507 

1892 

79,010 

4,717 

: 1895 

74,400 

27,116 

1897 

145,301 

4,229 

1892 

•17,000 



891,691 


Exhibit B.— Value of lighting by municipal plants. 


Belmont. 

Braintree. 

Chicopee. 

Danvers. 

Hingham . 

Hudson. 

Hull. 

Marblehead. 

North Attleboro. 

Peabody. 

Reading. 

Taunton. 

Wellesley. 

Needham. 

Value of each kind of lighting. 


Value of both kinds of lighting 


1,200 can¬ 
dle-power 
arcs, hours 
per year. : 


17,741 
215,403 
429,901 
214,227 


25 to 32 can¬ 
dle-power 
incandcs- 
jeent lamps, 
hours per 
year. 


215,840 

254,359 


460,891 

062,331* 

195,193 

441,771 


I I 

10 candle- 

Value, arc 
cunt,hours! ll « ht,n «- 
per year. 


40,728 


591,240 
172,087 
290,912 
40,727 
734,247 
111,628 


818,550 

500,479 


I 


29,928 


$833.82 
10,123 93 
20,208.1G 
10,008.05 


1,914.21 


21,661.88 


31,129.55 
9,174.08 
20,763.24 


! 125,877.55 
j 47,551.85 


Value, in¬ 
candescent 
lighting 


$2,590 15 
3,052.30 


7,094.88 
2,072.24 
3,502.94 
2,119.80 
8,810.96 
1,339.54 


10,831.20 

6,077.75 


Exhibit C .—Earnings and expenses of U municipal electric plants for the year 
ending June 30, 1890. 


Incomes from commercial lighting.. $83,948.38 

Value of public lighting. .. ..173,429.40 


Total earnings 
Operating expenses.. 


257,877.78 

148,493.03 


Net earnings. 

Total investment.- - - 

Ratio of net earnings to the investment.per cent.. 


108,884.15 

891,591.00 

12.8 
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Exhibit E .—Total investments by electric companies only on June SO, WO. 


Capital stock.......... $10,926,030.40 

Bonds. . ..... 3,771,200.00 

Notes payable...... 1 ,933,215.46 


Total investment..... 16,630,445.88 

Net earnings of electric companies only for the year ending June 

30,1899. .... 1,699,365.96 

Ratio of net earnings to investments. . _percent.. 10.2 


Investment for electric plants in IS cities and towns of less than jo .000 population 
each on June So, 1S!>0. 


Capital stock.. .. . $1,823,900.00 

Bonds... . - . . 1,201,700.00 

Notes payable. . . ... . 772 ,262.56 


Total investment_ . ... . 3,797,862.56 


Results of operation for electric plants m ft cities and towns of less than So,000 
population each for year endinij June SO, HUH. 


Total earnings- - ... .. ..$814,768.54 

Total operating expenses. ... 5 ^ 700 .87 


Net earnings... . . ..... 246,067.67 

Ratio of net earnings to total investment.. . ..per cent.. 6.4 


Washington, D. 0., January 7,1001. 

TESTIMONY OF PROF. WILLIAM Z. RIPLEY, 


JYofcssor of Rem,amirs at the Massachusetts Institute of Technology. 

The commission met at 10.53 a. in., Vice-Chairman Phillips presiding. At that 
tmie Prof. William Z. Ripley, professor of economics at the Massachusetts Insti¬ 
tute ot Technology, Boston, Mass., appeared as a witness, and being duly sworn 
testified as follows; ' 

Q. (By Mr. Pmu.irs.) Will you please give your name?-—A. William Z 
Ripley. 

Q. Residence?—A. Boston, Mass.; my occupation is professor of economics at 
the Massachusetts Institute of Technology. 

Q. How long have you been teaching in that institute?—A. I graduated there 
as a civil engineer, then studied 3 years, and went back there in 1893 and 
have been teaching since 1893. 

Q. Have you any other information you desire to give about yourself personally 
before proceeding to the questioning?—A. Nothing further than this: I should 
IL * t uTf r “PPear to the commissioners that a good deal of the information 
tnat I shall have to present has come from contact with railroad men and with 
snippers. Our graduates at the institute are represented in almost all of the 
Manufacturing industries of the country, and a great many of them are on the 
railroads Our policy has been always to keep in close touch with them as to 
tne details of their business so far as they can be of interest to ns; and I should 
like to free myself from the prejudice of appearing as an academic specialist, and 
should uko to speak to yon, if I may. from the standpoint of one who has talked 
witn the representatives of these business interests. After receiving your invita¬ 
tion to come down here, I have spent a good deal of time in seeing a number of 
railroad, cotton mill, and other manufacturing men in Massachusetts, in an 
endeavor to get at something as to the present situation in New England, 
th » Present situation in New England will illustrate distinctly 
the evils and the advantages of the present state of the law. In other words in 
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this small territory we have a picture presented of the conditions which I have 
been led to believe exist all over the country. I offer that merely as an explana¬ 
tion of the concerns from which most of my information which will interest you 
has been derived. 

t Q. From practical concerns?—A. I have tried as far as possible to check up all 
the results which we obtain from books by a conference with our graduates in 
business. 

Q. Then you can proceed in your own way to make a statement, and we will 
take the liberty of interrupting you as necessary.—A. Tbe first point which I may 
speak upon, perhaps, is as to the existence—the very widespread existence—of rate 
cutting under the present interstate-commerce law. Rates are being cut in New 
England to-day, to the best of my information, anywhere from SO per cent to 40 per 
cent on west-bound traffic. I was informed by a representative of one of the large 
roads, a man with win an 1 have personal acquaintance, that, in his judgment, there 
had scarcely ever been a time when there was more rate cutting on west-bound 
business than them is m Massachusetts, and lias been for tile last 2 months. The 
reason for that, as near as I can discover, is that the large amount of exports and 
the large amount of traffic going East has thrown a great many empty cars upon 
the seaboard, and that there is great competition among the roads for filling those 
cars to the West. Allot' our manufacturers derive a very considerable benefit 
in competition with other parts of the country by reason of the differential Cana¬ 
dian lines—the Canadian Pacific and the Grand Trunk—those roads not being 
subject to the interstate-commerce act, which gives them a definite advantage 
ranging anywhere from 1b rents upper hundred pounds on freight to Chicago. 
The manufacturer of Massachusetts, as I know in one or two instances, can put 
freight, into Chicago in normal times for from about, we will say, 10 cents on 
first-class freight, less than a shipper from New York can do, although the dis¬ 
tance is ISO or move miles farther. The sit nation, then, at present is this: Those 
differentials exist and have been approved by the other roads in this country. 
They have been approved, of course, as a matter of forge. They have at the present 
time offered so much of an obstacle to tbe trunk lines wholly within the United 
States territory that those trunk lines have now begun to cut under tbe differen¬ 
tial, and traffic which tor a great many years lias been going over tbe Canadian 
lines is now being diverted over some of the main trunk lines. One of the large 
interests in Massachusetts, which has. Iam informed, for nearly 20 years shipped 
a large proportion of its freight over the differential lines, is now shipping over 
the trunk lines. I give that merely as an illustration of what, is taking place in 
almost all the industries. These shipments, however, are not due to the desire of 
the eastern trunk lines to cut rates. It is forced upon them by the situation. 
The far-western connections of these lines, apparently, are desirous of securing 
business which shall be diverted to their lines by the eastern trunk lines; and they 
notify their eastern connections that any business diverted to them will be taken 
at a considerable cut, leaving to the eastern trunk lines, which have, I believe, 
honestly tried to maintain rates, tbe policy of either taking business and trans¬ 
ferring it to their western connections at a reduction, or of letting it go over some 
other competing trunk line. The situation lias been forced upon the eastern rail¬ 
roads against their will. A number of the men whom I know have told me that 
they would be only too glad to follow the law and keep up rates, and that they 
would welcome any amendment, of the interstate-commerce law which would 
enable them to maintain rates, but that under the present conditions it, is beyond 
their power so to do. 

Q. (By Mr. Phillips.) Then you have absolute knowledge that there are dis¬ 
criminations in the freights?—A. I have absolute knowledge. 

Q. Would you specify the roads?—A. I will specify them so far as I have done, 
that they are’the main trunk lines within American territory that make discrim¬ 
inations of this nature. I will give yon another example, if you will permit. 
The freight rate from Boston to Seattle, which is the same rate front all points 
east of the Mississippi River, is at the present time on first-class freight, I believe, 
$1.25 per hundred pounds. One of the large shippers told me that he was ship¬ 
ping now without asking the different roads for competitive rates, without any 
friction whatever, at 95 cents. 

Q. From Boston to Seattle?—A. From Boston to Seattle; although the estab¬ 
lished rate is $1.25,1 believe. I have not verified this rate in the tariffs, but it 
could be done very quickly. 

Q. (By Mr. Clarke.) Had there not better be a distinction made at this point 
between rate cutting and discriminations; discriminations may be in favor of 
individuals, while rate cutting may be equal to all?—A. I am very glad to have 
the correction. I believe that both of those conditions exist; that certain shippers 
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are obtaining rates which are, we will say, 35 to 40 per cent less than, the pub¬ 
lished rates, whereas those—of course this applies to those who ship less than car¬ 
load lots—those who are shipping without the large volume, which always lends 
inducement to cut rates, are paying nearer the established tariff. That is whab 
yon mean by discrimination? 

0. Yes. 

Q. (By Mr. Farquhar.) I would like also to have this distinction brought out 
in the rates that you are speaking of now: were they all rail or were they rail and 
water?—A. Some of the differential rates are part rail and part water; for 
instance' those that go over the Rutland Railroad and then up the St. Lawrence. 
I have no knowledge as to the difference in discrimination between all rail and 
part rail and part water rates. I have sought from various lines to verify this 
tact that the trunk lines are forced bv western connections to cut rates, and that 
much more business is going over the trunk lines that formerly went over the 
Canadian roads, and further, that whenever there is rate cutting it follows 
almost invariably that that leads to personal discrimination; that the competition 
which rate cutting pi ©supposes leads to a deeper cut for the large shipper, or for 
the person who is shipping from a competitive point; whereas a rate remains 
more nearly at the established figure where the shipment is made from a local 
station, or is made by a person who is shipping small amounts. It will also vary, 
of course, very largely according to the regularity of the shipment. One man 
told me that November I, an agreement between the roads that they would main¬ 
tain rates was made by some official or by general instructions privately sent out. 
The day following that 1st of November this man found that serious cutting was 
being made by a competitor. Ho asked the reason why, and he was told that it 
was a continuous contract; m this case, for apples, running over a period of 4 
months. I asked him as to the way in which rate cutting proceeds. He informed 
me that he was forced by the conditions of business to make a similar cut, and he 
informed his competitors that he also was working under a long-time contract, 
or as they call it in the railroad business, a “ hold over." The result is that by 
this subterfuge the rate cutting continues, and the agreement made the 1st of 
November, and the attempts made to recognize the same seriously, on the 1st of 
December came to nothing. 1 almost universally have found from conversation 
with men who are in the railroad business, that they would be glad to maintain rates 
on our Eastern lines—I know nothingof Western lines—they would be glad to main¬ 
tain rates if they could do so, but the very conditions of business, the competition 
especially in our part of the country between lines subject to the interstate-com¬ 
merce law and lines not so subject, forces them to the kind of business which I 
have described. The feeling winch was forced in upon me by that experience is 
very strong that the maintenance of rates at an established figure is fully as 
important a matter for the business men as is the fixing of reasonable rates by 
such a body as the Insterstate Commerce Commission. To fix reasonable rates 
is entirely a distinct matter from securing the maintenance of such established 
laics as are already published by the railroads. They are not able at the present 
time to accomplish the second of these two ends. One railroad man, a shipping 
agent, told me that his road had never instructed him to cut rates, but that they 
sought to prevent it; and lie felt that those higher in authority than himself would 
welcome anything which would protect the roads against rate cutting and the 
consequent discrimination as between persons. 

Q- (By Mr. Phillips.) You think that the rate cutting leads to discrimination 
between persons? It is pretty difficult to separate the two, is it not?—A. One 
necessarily leads to the other; in times of general rate cutting personal discrimi¬ 
nations are bound to arise. 

Q. They will cut rates to one and probably not to another?—A. They will cut 
deeper to the one than to the other. The Interstate Commerce Commission at 
the present time has not the power to prescribe freight rates in advance. They 
do not have this power because of the decision of the courts; but if the roads are 
to be allowed, under an amendment of the law, to pool and to prevent this rate 
cutting, there certainly must lie some protection for the public, through securing 
for the Interstate Commerce Commission the right to adjudicate as to what rates 
shall be reasonable. 


Q. For the future?—A. For the future; or to pass upon them. I feel very 
strongly that there are rights upon both sides which must be very jealously 
and carefully guarded. A railroad has the life and death of the manufacturer in 
its hands. I remember—it must have been 5 or 6 years ago—talking with a 
banker in Boston; some of the details escape me; I remember hearing this gentle¬ 
man tell of an attempt to establish a paper-pulp factory at Denver. I do not 
Know whether it has subsequently been established or not. They desired to utilize 
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the raw material which was in the West, and to manufacture paper of the sort 
used by the newspapers, and to save the expenses of transshipment from pulp 
mills in distant parts of the country. They were notified by one of the roads that 
if they established a pulp mill at Denver, which would prevent large shipments 
of freight which had formerly come from Wisconsin, that the road would kill 
that business at any cost. The promoters were very much discouraged. Whether 
they actually earned it through or not, I have no personal knowledge. 

Q. The object of the road, then, was to get the freight on long haul instead of 
a snort one?—A. Instead of a short one. 

Q. You state that they can make or break the manufacturer. Is that not 
equally true of the miner of coal and ore, and other producers of commodities?— 
A. I believe so. 

Q. And have you knowledge that they have crippled such industries in any 
case?—A. I can not state of my own personal knowledge. I merely know that 
Government reports and official documents make statements to that effect. There 
is a large mass of official information which bears upon that point, but of my 
own personal knowledge I can not speak. 

There is another point which I think deserves careful consideration here, namely, 
that the roads in many respects are distinctly at the mercy of the shippers. This 
is the other side of the same question. I am now seeking to express my own con¬ 
viction that it is an interrelation; that the railroads have rights, and that the 
public has rights. A shipment of dry goods is made from New England, boxed 
and marked, we will say—cotton goods of a certain grade. Those goods, as cot¬ 
ton goods, go, we will say, at second or third class rates. The shipping agent— 
the man who secures the contract—can never be sure from his personal knowl¬ 
edge whether that case is filled with cotton goods which should be rated second 
or third class goods, or whether they are really half cotton goods with a large pro¬ 
portion of first-class goods which ought to go first class. In one other example— 
which I give as coming from New England from an agent of one of the roads—a 
certain firm had been shipping for a long time a certain grade of cotton goods. 
Gradually the proportion of shipments of goods of a very considerably lower class 
became common. The freight agent had reason to suspect that those boxes were 
containing freight which ought to have gone in a higher class than that which 
was specified. I asked 1 he agent why he did not attempt to determine for him¬ 
self. He replied, “ My dear sir, that is entirely beyond our power. If I should 
question that firm the freight would never go over our line again. We have got 
to accept it at the class at which they specify.” The result of such underclassifi¬ 
cation prescribed in that case by the shipper is, of course, to give very considera¬ 
bly lower rates than otherwise would be charged. The complexity of this situation 
forcos itself upon me overy day—the thousand and one ways in which the object 
of, we will say, personal discrimination, or rate cutting, may be obtained. It may 
be by a direct cut m money. A Western road, for instance, depositing, we will 
say, $25,000 in a Boston bank to the credit of a certain New England freight agent. 
He is authorized to draw upon that for cash which he pays out in rebates, the 
shippers of course paying by check for the full amount of the established rate, 
that being a matter of record. It can not be traced, or it is almost impossible to 
trace the amount of that cash when a few dollars or a hundred dollars has been 
returned to a certain firm during the month as rebate. That same discrimination 
may take place by the acceptance of freight which is classified at a lower rate 
than the rate at which it is supposed to go, although, as I have said, in that par¬ 
ticular respect the roads are very largely at the mercy of the shippers. They must 
rely upon the good faith of those who make the shipment. Or again, of course, 
discrimination may take place by the process of underbilling, the shipment being 
made at a rate for a long through haul. The freight is then taken off at an inter¬ 
mediate point, to which the local rate would be considerably higher than its pro¬ 
portion of a through rate. But, however it be done by any of these devices, the 
existence of rate cutting and of personal discrimination'is very widespread, and 
I am constrained to believe that it is no less to-day than it has been during a good 
many years past. Conditions vary. The local situation in New England may for 
a short time lead to widespread rate cutting. As, for example, the condition 
which I have described, namely, the existence of a large number of empty cars 
going West at a particular season when the industries of that section of the coun¬ 
try may be sending out goods. I would say also here that the existence of dis¬ 
criminations in rates as between, we will say, 2 or 3 different shoe manufacturers, 
is of far more importance to each one than the absolute level at which those rates 
stand for all alike. It is of far more importance to the shoe manufacturer to 
know that he is paying 75 cents for a given service when his competitor is getting 
it for 50 than it is for him to know that both are not paying 75 and 50, but 40 ana 
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25. It is not the general level of rates, bat it is the fact that at a given time one 
set of rates is very much higher than another. That is what determines the suc¬ 
cess or destruction of a given business. 

Q. (By Mr. Clarke.) That is to say, they would rather pay a higher rate and 
have it uniform than to get a low rate when a competitor possibly gets a still 
lower one?—A. That is precisely my point. A manufacturer said to me the other 
day that it did not make so much difference to him absolutely how much freight 
rate he had to pay. The question was, how much was his competitor paying. 
That phase of freight rates enters very largely into the competition at present 
arising between the cotton mills in Massachusetts and New England and the cot¬ 
ton mills in the Southern States. The existence in a very large part of the South¬ 
ern States of what is practically a pool makes the freight rates into and out of 
those Southern States considerably higher than in those parts of New England 
where competition still prevails. There are only two parts of New England 
where there is railroad competition to-day—along the line of junction of the Boston 
and Maine Railroad and Fitchburg territory, and of the New York Central, that 
is. of the Bostonand Albany; and secondly, at the line of contact of the latter and 
the New York Central, and the New York, New Haven and Hartford on the 
south. I am informed that there is a good deal of feeling among the people in 
southern New Hampshire, southern Vermont, and northern Massachusetts, along 
the line of territory in which formerly competition between the Boston and Maine 
and the Fitchburg railroads existed. Those two roads have now become amal¬ 
gamated, and the result is that a number of places like Peterboro, N. H., for 
instance, which formerly had the benefit of low competitive rates, now find that 
rates are appreciably higher. Nevertheless—and this I believe is worthy of 
emphasis—the rates, while somewhat higher, are certainly steadier. There are 
complaints that the rates are indeed higher, but manufacturers have told me that 
they would much rather have higher rates which can be depended upon. This 
brings us back to the point which was touched upon a little while ago; they 
would much rather have a higher rate, and know that rate was going to prevail 
this week and next week, anil that every man in that territory with whom they 
were competing in manufacture was going to pay the same rate. I think it may 
be predicted that the effect of consolidation or pooling, if yon are pleased to call 
it such, is likely to be a maintainance of higher rates, perhaps a lesser reduction 
to some degree than might take place otherwise. But the effect of the combina¬ 
tion or of the pool would be to make a steady rate, and a fixed rate, which the 
manufacturer or which the public can rely upon, and which they can feel is paid 
by everybody. The effect of that will be a welcome one to the people concerned. 
The authorization of pooling, however—and I have thought a good deal about 
that particular question—giving the railroads absolute control over rates, would 
be, if it, had such an effect , to place the public still more in the power of the roads 
than they are to-day. Any proposition to legalize pooling, it seems to me, should 
have inextricably bound up with it some increaseof regulative power of the Inter¬ 
state Commerce Commission. For instance, at Peterboro, N. H., which nowisa 
noncoimietitive point—the Fitchburg road and tho Boston and Maine being amal¬ 
gamated-rates are fixed by different considerations than those which formerly 
prevailed. Peterboro should feel that it has somebody at Washington that will 
give protection, with power to pass upon the reasonableness of the new rates. To 
show you how this works I will give you ono other illustration which came to me 
directly from the field. A certain gentleman controls some 10 country stores all 
through the towns of northern Massachusetts and southern New Hampshire. His 
control amounts to the management of their affairs indirectly from Boston, where 
he acts as a purchasing agent. The town of Jaffrey. N. H., is 6 miles from Peter¬ 
boro. Jaffrey was formerly served by one road, and still is. Peterboro was a 
competitive point at the junction of territory between the Boston and Maine and 
the Fitchburg railroads. So much lower were the Peterboro rates formerly on 
shipments that all the goods for the country store in Jaffrey were hauled a num¬ 
ber of miles by horse in order to take advantage of the competitive rates of Peter¬ 
boro. Since that territory has ceased to be competitive freightis no longer hauled 
by horse, because the Peterboro rate and the Jaffrey rates are just the same. The 
effect of that upon the distribution of business is very considerable. 

Q. {By Mr. Phillips.) Did they bring the rate up to Jaffrey or down to Peter¬ 
boro?— A. The rate, as I understand it, is brought np to the Jaffrey rate. But let 
me return once more to the statement formerly made, that it is not so much 
whether the rate is slightly higher or slightly lower, but that it is the same for 
everybody. In other words, there is no incentive for roads to cut rates and make 
personal discrimination. Therefore a business man and shipper can calculate 
what his cost is going to be, and especially the conditions under which he is com¬ 
peting with the neighboring town. 

16a-19 
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Q. (Bv Mr. A. L. Harris.) I would like to have one point cleared a little. 
Taking New England as a center, and the Pacific slope as the point of destination 
for througn freight, how would you eliminate the Canadian roads from competi¬ 
tion with the American roads?—A. I can not see any way at present. I recall the 
section of the Dingley Act of 1897, about which so much has been said in the 
newspapers, which provided for a discriminating tariff against all goods carried 
in bond. That section, it was said at the time, was imposed through the influ¬ 
ence of lines within the American Trunk Line territory. At all events the effect 
of it would be to impose a discriminating duty upon all goods which went over 
those lines, with the result of prostrating practically every industry in New Eng¬ 
land. Our people are very far from raw materials. We have nothing but our 
climate and our people to rely upon; the distance from the great centers of popu¬ 
lation and wealth are such that it would be one of the greatest disasters for New 
England which could happen that it should be deprived of that little advantage 
which they have of shipment over these Canadian lines. As it will appear from 
the map, these lines are not very much more devious to Chicago than are the ship¬ 
ments through the United States. Our manufacturers all feel very strongly on 
that point; whether rightly or not, it must rest with each man's judgment to 
detennine. 

Q. Now. another question in connection with that of pooling. Suppose Con¬ 
gress should place in the hands of the Interstate Commerce Commission the right 
to approve rates of the different lines of railroads, and protect that rate after it 
was approved until changed. Would not that substantially bring the redress that 
you ask for by pooling?—A. You mean that that should be done without the 
authorization of pooling? 

Q. Without pooling, yes.—A. I should say not. The only way to stop rate 
cutting is to do away with competition. The railroad is a monopoly for this 
reason, that the more business it does the cheaper it can do it. Nobody else can 
come into the field when the road has an established line—two or four track 
line—and begin business at a tenth of the tonnage which that old road is carry¬ 
ing, and in any way compete profitably with it in rates. A four-track road can 
charge a great deal less per ton-mile than any smaller road can do. The trend of 
affairs is to force business into the hands of those who can do a large business at 
decreasing cost. 

Q. Would it not be worth trying, at least, to give the Interstate Commerce 
Commission the power to approve rates, and then see that the roads sustain 
them?—A. I believe that that would lie a distinct advantage to the country. 

Q. (By Mr. Litchman.) Would that reach the evil of shipping high-class goods 
as low-class goods?—A. Not unless it gave the right of inspection. I have felt at 
various times that that was a point which has not been tried out in many cases; 
that many shippers, even of moderate volume, have it in their power to trick the 
railroads if they choose to do so, and the larger they get to be the more they can 
force the continuation of that same policy. A railroad may, if a man is only 
shipping one small box of dry goods, put on an inspector and .actually have the 
matter determined, but if it is a large shipment which they can not afford to let 
go to some other road, they must wink at it and let it go. 

Q. (By Mr. Phillips.) Without some pooling process could the Interstate 
Commerce Commission take up each single road and fix a schedule for it? Could 
it physically do it without a much larger body than what there is now?—A. I 
should say it would very greatly multiply the duties of that body; but do I under¬ 
stand you to mean to ask whetner the commission should make the rates itself, 
or simply pass upon the reasonableness of the rates made by the railroads beforo 
put in force? 

Q. (By Mr. A. L. Harris.) Not to make the rate, but pass upon it?— A. That 
is a different matter than suggested by the chairman. I believe that should be 
done. I think it is an important element in any amendment of the interstate- 
commerce act; but I question very much whether this practice which is so wide¬ 
spread of rate cutting and of personal discrimination—which can not be stopped 
by the railroads, though many of them would be glad to do so—could be stopped 
by an administrative body at Washington. 

Q. If that legislation is upon the statute book, would not the roads desiring to 
comply with tne law have a very great influence in causing the other roads to 
comply also through the Interstate Commerce Commission?—A. I think it would 
have a good effect; yes. Whether it would be enough to meet the almost inevi¬ 
table condition of business, which is that of either cut-throat competition or pool¬ 
ing, is another question. It would certainly contribute to that end. 

Q. It would hardly be expected, of course, that it would be eliminate< entirely, 
but would it not go a very great ways?—A. It might. 
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Q. (By Mr. Clarke.) On the other hand, would not that law bind the conscience 
of the honest railroad managers who desire to avoid rate cutting, and be as much 
disregarded by the other class as the present law is?—A. I feel strongly convinced, 
as a matter of personal judgment, that the soundest roads in this country would 
be glad to do away with the rate cutting and personal discrimination which is 
loaded upon them by a great many of the trusts. At the present time they aro 
carrying these trusts upon their shoulders. They can not help it. They have 
grown so large that they can dictate rates of freight, and the roads have no 
choice. They must either take the goods or see them go to some competitor. If 
any means could bo devised by which this could bo stopped, and at the same time 
some protection for the people set up in an enlargement of the powers of i he Inter¬ 
state Commerce Commission, it would seem to me to he a fair give and take. The 
railroads would receive what they undoubtedly wish—the power to pool; the peo¬ 
ple would receive a considerable enlargement of the powers of the Interstate 
Commerce Commission, enabling them to pass upon rates in advance of the time 
they are put in force. I believe that the desire of the people and of the roads tor 
these two things would bring them together to some degree. 

Q. (By Mr. Phillips.) Do you think that the railroads at the present time care 
a very great deal about pooling? Have they not consolidated in such a manner 
as to make their own rates?—A. That is a point to which I was coming. 

Q. Do you know anything about this new combination amongst the railroads 
which has been formed in the last year by an interchange of stock, etc.?—A. I 
have followed some of this with a little care, and took the liberty of bringing some 
diagrams illustrating the character of certain railroad securities. The railroads, 
prohibited from pooling, are planning by financial consolidate i „o reach the same 
result. This makes it still more imperative, as you suggest, that the enlargement 
of the powers of the Interstate Commerce Commission to prescribe reasonable 
rates should follow. 


Q. Have you followed the consolidation of the Baltimore and Ohio and the 
Pennsylvania system that has occurred in the last year?—A. In 1893, at tlio period 
of depression, at which time so many roads were in the bauds of receivers—some¬ 
thing like one-quarter of the mileage of tho United States (1 believe it was 
mileage)—I began to collect material upon the reorganizations and receiverships 
of those roads, and followed that as far as spare time would permit, together with 
the growth of the systems, and the effect of the leases, working arrangements, 
consolidations, or purchases which have taken place. The reorganizations prin¬ 
cipally which should lie taken as typical would he tile Reading, tho Baltimore, the 
Southern Railroad, tho Central of Vermont, and one or two others. The effect of 
those reorganizations upon the amount of capital stock and bonds out has been 
very great; and the number of virtual reorganizations, the most striking of which 
is the reorganization of the Chicago and Alton, have forced the conviction upon 
me that most of these reorganizations which were intended to cut down capital¬ 
ization have had exactly the revorsoeffect. The road comes out of the reorganiza¬ 
tion with a lessening of its fixed charges, to lie sure. That is, tho financiers have 
been enabled to issue new classes of bonds at lower rates of interest, but tho aggre¬ 
gate par value of stock and bonds is almost always greater than it was. Take the 
case of the Atchison and Topeka, which has been reorganized three times since 
18811. It began in 1881) with a capitalization—that is, stock and bonds—of about 
ISOa,000,000. It was reorganized in 1890, and the stock ami bonds were increased 
to upward of $300,000,000. In 1894 it was again reorganized, and tho stockand bonds 
were swollen in amount to $329,000,1X10. Whether the public ought to be called 
upon to pay a normal rate of interest upon that enormous aggregation of capital 
some of which reprepresents increase in the value of property, some of which rep¬ 
resents promoters' profits, and some of which represents pure water, is a question 
which should be very carefully thrashed out. 1 have been looking over, during 
the last 2 or 3 days, the case of Danvillo and Lynchburg in Virginia, which has 
been before the Interstate Commerce Commission. A lai ge factor in their deter¬ 
mination of the case turns upon tho existence of tho enormous capitalization of 
the bouthern Railroad—a capitalization which has been put upon that railroad 
through its recent reorganization. The question of reasonableness or unreason¬ 
ableness of rates rests upon the amount of actual investment that there is in that 
road. The railroad declares itself to have a capitalization of $120,000 000 They 
are entitled, as they contend, to earn a living interest and dividend upon that basis 
ine interstate Commerce Commission answers, Not so; a large part of that capi¬ 
tal is fictitious, and we deny that you have a right so to earn. Tho Interstate 
txanmerce Commission does not know; the people do not know; nobody knows but 
tne people who own that road, and possibly also they have no data as to how much 
actual money has been put into that property. It seems to me that the determina- 
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tion of some of these questions, the relation between the reorganization, refunding, 
and consolidation of the roads and the amount of actual property that is in them, 
should lie at the basis of the determination of what rates are reasonable or what 
are not. In other words, we must cut loose, if we are going to determine how much 
each road is entitled to earn, from consideration of this superficial figure of stock 
and bonds. In some roads it is greatly swollen, and in some roads it does not rep¬ 
resent more than the actual investment. I take the liberty, Mr. Chairman, of 
referring to an article in the Quarterly Journal of Economics for November, 1900, 
upon the working of our corporation laws in Massachusetts in the matter of capitali¬ 
zation, in which I endeavored to point out the serious attempt we have made in Mas¬ 
sachusetts to keep capitalization down to the actual investment. There is not a 
Commonwealth in the country which has succeeded to a greater degree than 
Massachusetts, by antistock-watering laws, in holding down capitalization to the 
actual investment made. And may I say here that this at once points to a sug¬ 
gestion for control which I have not as yet expressed, namely, that the increase 
of the powers of the Interstate Commerce Commission, by enabling them to pass 
upon all financial operations of the interstate roads, with power to regulate issue 
of stock and bonds, to approve of the terms of leases—to do, in other words, all 
those things which the Massachusetts railroad commissioners are empowered to 
do by law—would give the Interstate Commerce Commission just that hold over 
the roads which they apparently need at the present time. For instance, the 
Massachusetts railroad commissioners have no power to prescribe reasonable 
rates. That is, perhaps, the fundamental difference between our Massachusetts 
railroad commission and that of m«ny Western States. The people have never 
empowered that body to determine what rates are reasonable and what are not, 
but the corporation laws of Massachusetts are made so strict that no railroad in 
Massachusetts can issue a dollar’s worth of stock or bonds, can lease another road, 
can build another spur of side track, can do anything of that kind, without get¬ 
ting the prior approval of the railroad commission. What is the result? The 
roads feel that unless they accede to recommendations of the railroad commis¬ 
sioners in matters of rates, unless they voluntarily acquiesce in recommendations 
of that nature, that some day next week or next month, when they wish to carry 
through some financial operation, that that body will have power to withhold its 
consent. Do I make it clear? That is the sole weapon which our Massachusetts 
railroad commissioners exercise over the roads,and in our history has accom¬ 
plished many of the results that seem desirable. 

Q. (Bv Mr. Clarke.) Are you aware that some years ago, when the Housatonic 
Railroad refused or neglected to comply with a recommendation of the commis¬ 
sion for the reduction of rates at certain points, the commission reported the 
facts to the general court, which was then in session, and that the general 
court immediately authorized the railroad commissioners to fix rates on that 
road?—A. Of course that is an additional weapon. I did not know of that case; 

I am very glad to have it for my own information. But that, of course, should 
be taken into consideration, namely, that there is a genuine conviction on the 
part of the roads that the legislature will stand by the commission, ready to 
empower them if necessary. But under ordinary conditions, those of everyday 
life, I am told that its power to pass upon all financial operations, to approve all 
leases, reorganizations, issues of securities, etc., is sufficient for regulation and 
to make the railroads acquiesce in such suggestions as are made by the railroad 
commissioners. 

Q. (By Mr. A. L. Harris.) Has your law been oppressive to corporations in its 
execution?—A. It has, to the degree that several of our large corporations have 
migrated from Massachusetts. If anything, our law has been a trifle too strict. 

Q. (By Mr. Clarke.) You refer now not to the railroad law, but the antistock- 
watenng laws?—A. The antistock-watering laws. The law says specifically, 
that no corporation shall issue stock except to the amount of actual investment 
in tangible, physical plant. A lawyer told me the other day that he was called 
upon to organize a small business corporation which was manufacturing electric 
fans. The patent for those fans was the foundation of the entire business. 
They went to the corporation commissioner and asked for authority to capitalize 
the value of their factory and of their assets, plus §3,000, which they entered on 
their balance sheet as “patents.” and the commissioner of corporations said, 
“ No; a patent is not tangible, visible property, and we can not allow you to capi¬ 
talize it, but you may borrow money to the amount of $3,000, purchase that 
patent from some member of your own corporation, who will act in an individual 
capacity; then you can show upon your books that you have paid out $8,000, so 
that that purchase of a patent for $3,000 may be capitalized.” I give this merely 
as an illustration, to show that in some details the Massachusetts law leans a 
little bit over backward. 
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Q. (By M.. Litchman.) Does not that also show that you can whip the devil 
around the stump if you want to?—A. It does; but it shows that if you compare 
the capitalization of our Massachusetts companies with those in other States you 
will find that the devil lias been whipped less times around the stump than in 
other States. 

Q. (By Mr. Phillips. ) Is the Massachusetts law too strict, or are the laws of the 
other States too lax?—A. I should say at once that the laws in the other States 
are too lax. If the United States could regulate corporations in the way the State 
of Massachusetts has regulated them, at great cost to itself—I mean at the cost 
of emigration to other States where they can do what they wish—I believo that 
the abuses could be mitigated to a considerable extent. 

Q. Then you would be in favor of a uniform law in the States in regard to 
capitalization of corporations and public utilities?—A. I believo there is nothing 
that would make matters easier for Massachusetts. Our labor laws in Massachu¬ 
setts are so strict that our people would welcome, more than anything else, laws 
which would level up the regulation of such business to the Massachusetts stand¬ 
point. Thero is no denying that in many cases, in two-thirds of the grants to 
municipal-service corporations in Massachusetts, they have gotten around the 
laws by reason of special exemptions; but taking the State as a whole the corpo¬ 
rations are very much less o vet capitalized, so that you may predicate pretty 
closely the value of the property by the figure of the capitalization. For instance, 
in Massachusetts the average capitalization of our stroet railways, exclusive of 
Boston, is about §87.000 to $40,000 per mile. The average capitalization of the 
street railways in Pennsylvania, of Philadelphia at least, is something like 
§120,000 a mile; and in New York State it is in the neighborhood of $100,000 a 
mile. I will cite directly from an article in tin* Quarterly Journal of Economics 
for November, 1000, to prove that fact in detail. For Massachusetts street railways 
the capitalization per stock and funded debt in 1890, according to the Massachu¬ 
setts railroad commissioners, was §46,(500 per mile; of the New York street rail¬ 
ways it was $177,000; that is, more than four times. Pennsylvania was $128,000 
per mile. Whereas the capitalization of the steam railroads in the United States, 
with all their expenses of right of way, ol' grading, of stations, etc.—the capital¬ 
ization, according to the last report of the Interstate Commerce Commission, was 
§60,000 per mile. ‘ 

Q. (By Mr. Litciim vn.) In that connection, do you take into consideration that 
in some ol' the cities in some of the States tile street railway has to pave the entire 
width of the road, while in some other cases they only pave between tracks?—A. 
In Philadelphia they do that, paving the entire width of the road, I believo. 

Q. That would make a difference in the cost per mile?—A. Of course, the actual 
use, the actual service to which this capitalization in the different States was put, 
I did not iutend to raise at this point. It was merely to show that our Massachu¬ 
setts corporations do not incorporate for anywhero near the aggregate amount of 
par value of stock and bonds per mile which is customary in other parts of the 
country. 

Q. If the other roads are compelled by the conditions surrounding them to pay 
a larger cost on establishing plant, is not the larger capitalization per milo justi¬ 
fied?—A. It is. I should like to qualify what I have said. Low capitalization 
does not necessarily mean the removal of evil and abuses. It depends entirely 
upon circumstances. A road which represents a small investment of capital, 
which is conducting business at a very narrow margin, may ho capitalized at 
$28,000 a mile, and that mav he excessive—that may ho twice too much. Another 
road which may he capitalized for $60,000, or $80,000, or $100,000 per mile—repre¬ 
sented in the property and in the earnings of that capitalization—would not be 
overcapitalized. It should depend entirely upon the nature of the business. 

Q. You suggested that there might be a remedy for this discrimination and 
cutting of rates by pooling among the different roads, approved by the managers 
of those roads. The quostion arises there, Would there ho any safeguard for the 
general public if the managers of the pools were engaged in enterprises that bene¬ 
fited by the discrimination in rates?—A. I should say no. 

Q. Would not the very fact of the pooling of rates for the general public give 
to the special favorites of the pool a still larger advantage than they enjoy at the 
present time?—A. That presupposes entirely that the pool is able to control the 
railroad—that the pool and the trust, if I may use that phrase, are in the same 
hamls. They are. The railroads and pools are undoubtedly tied up together. 
There is hardly a large trust to-day which does not own enough track so that it 
can make shipments on a joint rate. For instance, the large steel and wire com¬ 
pany at Cleveland, I believe, has some 37 miles of track. Why do they keep that? 
Solely because, operating as a railroad corporation, they are enabled to make joint 
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rates, and their shipments are made over this 37 miles of track, thenjgcteg over the 
track of a larger railroad. The celebrated Counselman oase, which determined 
the powers of the Interstate Commerce Commission, was raised by the Illinois 
Steel Company, which, owning several tracks around Chicago, was enabled to use 
those tracks to secure low joint through rates, tvhich would not have been ffuite 
so low if the shipment had originated and terminated under the same corporation. 

Q. Have you thought along the line of Government dwnership and control of 
trunk lines?—A. I have thought about it; and if the service could be maintained 
as our post-office service is, if it could be maintained as the Government service 
in Germany is, and all he in the control of the United States as an entirety, cer¬ 
tain of the abuses at the present time might be eliminated. Whether others 
would arise it is not my purpose to question here; but this point I should empha¬ 
size, that when it is done it has all got to be done at once. In Belgium they tried 
Government ownership alongside of private ownership, and the result was that 
the Government had to come down to the level of cut rates and personal discrimi¬ 
nation and everything elso in order to live. They had to be just as low in their 
tariffs as the private roads. When Government ownership comes, if it ever does, 
it is my own personal judgment that it must be effected in such a way that com¬ 
petition between the Government roads and private roads shall not arise and 
force the Government road to the level of the other road. The higher rate does 
not pull the cut rate up to its level; it is the lower one that forces the higher one 
down, as a rule. 

Q. (By Mr. Phillips.) Are yon going on the principle that the Government 
can not transport as cheaply, that, it must come down to the lower level? The theory 
is that it would be cheaper, and it would not therefore be cut by the private 
roads.—A. Practically, the whole problem is so complex, as I see it to-day, that 
I should hesitate very much to predict what might happen in such a case. It 
undoubtedly would cure many of the abuses of the present time. Whether it 
would give rise to others more serious I should hesitate to say. But I can say 
this, in my judgment, that when it was done it would have to be done as an exper¬ 
iment for tho whole country at once; and the amount of capital involved at the 
present timo is so great that that removes it as a possibility for some years. Ulti¬ 
mately it may come. In Germany the service, as I know it—I have traveled a 
good deal on the foreign roads—the service is good, hut it is not at the level of our 
American efficiency by any means, and that is by reason of the absence of com¬ 
petition. The question of facilities offered to travelers is just as much subject to 
variation as is the rate charged. This is the greatest difficulty in our Massa¬ 
chusetts and New England territory, which is practically pooled. You may 
observe the practical effect of pooling if you will go anywhere north of the Fitch¬ 
burg road up to the boundary of Canada, the entire territory being subject to the 
Boston and Maine. The result is seen definitely in the facilities offered. There 
is not that competition which keeps tho service up to the high level of efficiency. 
People are obliged to be content with slow trains, with fewer trains, and with 
many other inconveniences. For instance, how long would the Chicago and Rock 
Island Railroad and thoso other roads in competition with it, which give you a 
reclining chair for the ordinary fare, be able to operate if in a run of 150 miles its 
trains were sidetracked three times in order to let cattle cars pass and the train 
on that run were two hours and a half late? That is the experience of a friend of 
mine incur territory recently. On the Rock Island, or the 0., B. and Q., or any of 
those roads, they know perfectly well that if they do not give quick trains and 
good service -and here we are leaving out of view rates—tho traffic will go by the 
other lines. And if you have consolidation so that people have got to go one way 
or not at all, that is to say, if there is no competition, all the roads keep on the 
same level. It is therefore more difficult to improve the facilities offered unless 
there is a body somewhere which has the power to prescribe what they ought 
to be. 

Q. (By Mr. Clarke.) Was not that preference given to cattle trains due to the 
necessity of landing that freight at the port for connecting with a certain vessel?— 
A. Entirely; either that or else that the freight was perishable. 

(J, Would not that occur under Government control or under a pooling arrange- 
menkinthe same way?—A. I think it might, except that a road which was under 
complKive conditions, like many of the Western fines, would simply have to put 
in dotwje track or much more double track in order to meet that condition. I do 
hot mean to say by any means that that is typical of the whole situation, but I 
mention it as & possible effect of the absence of competition in service. 

Q. Is it not a fact that since the Boston and Maine acquired control of the East¬ 
ern Roftjl, which waB a close competitor, it has largely increased the train service 
to alrrflPt all edwpeting points?—A. It is; and the comfort of the public is vastly 
greator than jt was many years ago. 
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Q. Ia aJE a Wet that that’ company has begun the use of Coke as a fuel in 
loromotWas largely for the purpose of reducing or overcoming the nuisance of 
smoke and cinders in trains, even at a possible greater cost than the burning of 
soft coal?—A. I can not say as to that on the Boston and Maine. I know that on 
our local service, on the Boston and Albany, they have used coke, and it is a most 
intolerable nuisance in producing gas instead of smoke. We have gas nowin the 
cars to a very objectionable degree. I would say also that recently the Boston 
and Albany has discontinued the use of coke on its through trains, owing to its 
serious defects as a fuel. It is used only in suburban service, I understand. But 
I would not be understood as saying that the instance I gave was typical of the 
whole service of the Boston and Maine. The combining together of all those lines, 
the Boston and Maine taking the management of the whole, with larger trains, 
has vastly iiicreased the convenience of the public. What I wished to illustrate 
was this: That where there is not competition there is a tendency to hold back; 
there is not that incentive which becomes a matter of self-preservation to add 
the very latest and very best improvements which must prevail where competitive 
conditions exist. . ... 

Q. Now, does not that depend largely upon the enlightenment and breadth 
of view of the railroad manugaflnent and also upon the competition that exists, 
which may be even remote, ;5fc which would tend to draw business from that 
section?—A. Yes; the railroads of Massachusetts appreciate—as I believe all the 
better railroads of the country do—that their prosperity is inextricably bound up 
with the prosperity, nay, with the very existence, of manufactures and a growing 
population in the districts which they serve. The only question is this: Whether 
a given tonnage shall come from twenty sources or whether it shall come from a 
thousand sources. That is, whetl U* a railroad operating purely as a financial 
concern may not make as large earnings from a small number of consolidated 
concerns, thus minimizing the coat to the railroad by making Bhipnienta in bulk 
and in a definite way, aa they could otherwise from the existence of a number of 
manufactures scattered through many small towns. I recall a place in Rhode 
Island where there ia a large 4-story stone factory, constructed in the substantial 
style of the old mills in the New England States, which has been idle a great 
many years. The machinery has been taken out, the windows are boarded up, 
and it is a very depressing object in the landscape. I asked the reason why that 
factory was abandoned, and was told that it was not because it was more expen¬ 
sive to manufacture at that particular place than formerly, but that it had become 
very much cheaper to manufacture in some other place and that it was the better 
railroad facilities in other towns which had affected that district. I do not mean 
that that industry has moved out of Rhode Island or out of the territory of that 
particular road concerned, hut it has gone into Providence; the capital has gone 
into Providence, or it has gone into Pawtucket, or it has gone into some one of 
the larger towns. I believe the direct effect of the prevention by some means or 
other of this local and personal discrimination in the matter of rates would lead 
to a much more widespread distribution of industries in the small towns of the 
country, with leas of this aggregation of industries in particular centers where 
they get the benefit of competitive rates. No manufacturer to-day will locate his 
plant where he is not going to get the benefit of through rates and of competitive 
rates, if possible, although a definite department in our railroad businesses—and 
the Western roads are particularly enterprising in this respect—has to do with 
the stimulation and encouragement of industries within their territory. The sole 
question here is as to whether there shall beafew large industries ora greatnum- 
oer of small ones. 

EXPLANATION OP DIAGRAM. 

I should like to illustrate a point which we have not considered, namely, the 
effect of the long and the short haul clause in the interstate-commerce act [pro¬ 
ducing Diagram II. I think Diagram I may bring out certain points of interest 
in regard to local discriminations. It represents the local freight rates on the 
Illinois Central Railroad on its main line from Chicago to New Orleans. This 
was made by one of my students. We plotted along the base line, mileage, show¬ 
ing the different stations, with the number of miles in proportion to thedistance 
from Chicago at one end or to New Orleans at the other. The height Sd off at 
any given point thus fixed indicates the published rate to that station 0 we took 
it from the tariff of that railroad. In other words, at the station of Mattoon, 
Ill., the railroad rate from Chicago to that particular town is about 45 cents per 
hundred pounds, we will say, on first-class freight; it is about 30 cents per hun¬ 
dred pounds on third-class freight, and it is about 15 cents per hundred pounds 
on fifth-class freight. The general direction of the lines convicting tife various 
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points for eaoh way station fixed in this way will indicate whether over a long 
distance rates tend to increase in proportion to that distance or whether they 
tend to remain almost constant. You will observe this very common phenomenon 
under the operation of the long and short haul clause; That often over a stretch 
on some of the Western railroads of two or three hundred miles the freight rate 
will not vary at all. The line drawn as I have described will ran perfectly hori¬ 
zontal. Where the line descends, as at a point like Cairo, Ill., you have got com¬ 
petition. The reason why our curve varies or turns so little—that is to say, why 
the freight rate over 160 miles is almost as much as it is to Cairo, Ill.—is because 
the long and short haul clause prohibits these local rates from being any higher 
than at that competitive point. That competitive point is fixed as to freight rates 
by the conditions of business. Then the railroads have to work back from these 
points and get as much as they can out of the intervening territory; that is, they 
endeavor to hold the rates up on all these local stations just as near that level as 
they can, avoiding infraction of the law. That is the theory. See how it works 
in practice. Cairo, Ill., like Boston, Mass., or Worcester or Fitchburg, or any 
place which is at a competitive point, comes in apparently at this published rate'; 
but, in fact, it often secures a secret rate which carries it away down. All these 
local stations are then paying the full rate which is published in the tariff, but 
this particular competitive point is getting a great advantage. What is the result? 
Population goes there, industries go in there, and that place, like all the large 
towns in Massachusetts, practically absorbs the whole increase of population for 
that district. I have found 11 towns in 1 bunch in the Berkshire Hills where the 
population is practically the same that it was 75 years ago, and yet tho popula¬ 
tion of Massachusetts and its wealth go on increasing. Instead, however, of its 
being distributed all over the country, it is bunched in these places where you 
have this discrimination and all these facilities. This means the difference 
between success and destruction to a business man; and tlio little industries 
which are at way stations have either got to move into the large town or be 
destroyed. 

Q. You recognize, however, that that is oidy one factor in the determination 
of the gravitation of people to central places?—A. Perfectly, with the social factor 
and a great many others; but 1 think that this is a patent one, which should be 
considered. The fact, as I view it, would be that while on the published tariff it 
looks all right, as if everything were entirely in accordance with the provisions of 
the interstate-commerce act, yet in fact at every one of these competitive points 
there is liable to be a big drop in rates, which is giving an advantage to that 
town, to that section of people, or to that industry, or perhaps to a particular 
industry, which is a big one, in that particular place. That is to say. you have 
got several advantages piled one on top of the other, and it is at such favored places 
that you find the plants of the great industrial organizations located. They have 
the option in many different parts of the country of simply closing up one estab¬ 
lishment here, closing up another there, and simply putting all their force at work 
at 1 station. Then they can pnt in 2 shifts of men and can increase their 
machinery, so that at a given point, Buch as this competitive one, they can turn 
out as mnch product as 3 mills at other places could do. Those mills at the 
other places remain closed down at least during periods of depression, and are 
merely held as reserve agencies to meet the very greatly increased demand which 
appears in times of prosperity. 

Q. (By Mr. Farquhar.) Suppose you continue your description of the diagram 
beyond Cairo, southward.—A. At once they put on all they could to the next few 
stations, and again having raised it as much aB the traffic will hear, the line again 
goes on more horizontally to the next competitive point. As you go down, finally 
to New Orleans, of course you see that the traffic is bearing all that it possibly 
can at that level until you get a sudden drop to the margin of water competition. 
Of course, with the railroad at water competitive points, you can not have your 
rate any higher to New Orleans than it would be by some other road or rail and 
water route combined. 

Q. The Illinois Central has strong water competition at Cairo, stronger than 
any other point on that whole road?—A. Yes; except for local freight rates 
which are not on that river. The section off from the river is not held down to 
the low Jevel of the river rates. 

Q. I mean on through freights.—A. On through freights. This measures the 
rates from any one of those stations down to New Orleans. 

Q. Your diagram would show, then, that measurably the water transportation 
from Cairo down to New Orleans does not seem to be able to keep the rates down 
on the Illinois Central, an almost parallel route to the river?—A. Not on this 
branch of the rot^I. 
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Q. That is the main line?—A. We are dealing with local stations, and the local 
rate from such stations over to the river to obtain water transportation rates 
would be prohibitive. 

0. But, granting that from Cairo to New Orleans the locals on the Illinois Con¬ 
tra! are very high, traffic is very light?—A. I suppose it is. 

Q. And you say the great through carriage is the one that has to be consid¬ 
ered, and yet yon find on your diagram that the cheap water rates seemingly have 
no way of bringing down this rate, which just increases until it reaches the 
Gulf?—A. The local rates, yes. The through rates would be absolutely different, 
and the through rates are fixed by the competition even of the trunk lines to New¬ 
port News. The through rate from Chicago to New Orleans can not be more 
than they can ship goods for to Newport News and around by steamer. This 
simply applies here to all those local stations which can not get down to New 
Orleans bv water or by local shipment over the river. 

Q. (By iMr. A. L. Harris.) The through rates would be represented bv the line 
from Cairo to New Orleans?—A. Yes: that is, the through rate from Chicago to 
New Orleans, and you see how much lower than the local rate it is. We nave 
plotted a great number of these diagrams for the different roads of the country 
within the last year, and on some of the long distance Pacific roads you get a 
very striking phenomenon. The rates will rise suddenly and then they will run 
for 200 or 300 miles perfectly even. In other words, as you go through their freight 
tariffs the rate will bo absolutely the same—it may vary a fraction of a cent—for 
300 or 400 miles; it will be held down until you reach some competitive point, and 
then it will take another jump and thereafter run along on a level. But the 
point I wish to make is, that at each of those competitive points there really 
is at any time a cut very much below the published tariff by reason of the rate 
cutting, which always arises when conditions are ripe for it. 

An interesting and valuable investigation would be an inquiry into the financial 
effect of some of the recent reorganizations. For instanco, after the reorganiza¬ 
tion of the Beading Railroad, on the main line from Philadelphia to Mount 
Carbon, they have no less than 8 different classes of securities; and then they 
have on each of the branch lines which run out another different class of securi¬ 
ties, issued at a different rate of interest for a different term of years, under long 
terms of lease, winch may be more or loss advantageous to the branch lino or to 
the parent company. The reorganization is generally intended to wipe out that 
very great complexity of interests and to substitute, as in the case of the Union 
Pacific reorganization, perhaps 2 or a single class of securities applying over 
the whole line. It very greatly simplifies the problem of determining how much 
capitalization there is and what the relation of the capitalization to earnings in 
any particular case is. The financial organization of some of these roads and the 
history of them should bo worked out in some way in order to establish land¬ 
marks in railroad history for future reference. In the Hepburn investigation in 
the legislature of New York, we have a clear picture of the state of railroad 
finance and misfinance up to that time, and in the Cullom committee of 1884 we 
have a statement as to that period. I hope—and this is the opinion of the pro¬ 
fessional class to which I belong, and also I believe of the public—that your com¬ 
mission will through some means put in definite form, while the evidence is still 
available, the history and the inside history, so far as it can be determined, of all 
the great reorganizations and consolidations which have taken place since 1893. 
There are 6 or 7 prominent reorganizations which should be considered, and the 
growth of present systems, especially such combinations as have taken place in 
the last 3 or 4 days or are seemingly projected for the future, such as the combina¬ 
tion of the Milwaukee and St. Paul, of the Northern Pacific and the Great 
Northern, and possibly of the Erie. Such consolidations mean a great deal to the 
public in the amount of securities which are issued by the terms of the lease or 
purchase, and the public have a right to know what those terms are. Fortu¬ 
nately yon can always get information on those points because invariably in any 
such dealings there is a class of dissentient bondholders or stockholders who 
only crave the opportunity to reveal what they know or what they think they 
know respecting the transaction; and very much interesting and highly valuable 
information, from the public point of view, may be forthcoming by choosing a 
few of such men who have an interest in the road, and whose interest it is to talk 
about it afterwards. 

Q. (By Mr. Phillips.) When this consolidation occurs on these lines of which 
you speak, the reorganization usually pays on its own capitalization, and also for 
the leased road’s interest on the stock and interest on the bonds?—A. That 
depends entirely on the terms of the lease. 

Q. In a great many cases that is the case?—A. Yes. 
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And then on the same system of roads they are paying 8 or 1 different kinds 
of interest?—A. Yes. 

Q. And in that way they can have more fixed charges, can they not, and not 
issue any new bonds?—A. I understand that that was their result formerly. I 
have not had time to go into it fully enough to work over some of the most recent 
reorganizations, but I understand from working over others, preliminarily, that 
they have first of all greatly simplified the number of issues. Instead of there 
being 8 or 10 different liens on different lines of track they have reduced those 
to 1 or 2. They have very considerably cut down in most cases their fixed 
charges; that is. the amount of interest charge is less because the rate of interest 
is lower. They can refund practically for 3} per cent or even 31 per cent where 
formerly they had to pay on those fixed charges 6 or even 7 per cent. But they 
have not decreased the amount of stock. The amount of stock in many cases lias 
gone on increasing, as in the instance of the Atchison, which I mentioned. The rea¬ 
son for that is in part, as far as I can discover, that persons who are represented by 
all of those 8 or 10 different securities resting on a given line are not willing to 
accept in place of their own securities others of a lesser par value than those 
which they formerly possessed. The result is that many people are satisfied to 
get a large amount of stock in par value which does not sell for much on the 
exchange, to have their own old securities rather than get a few shares of some¬ 
thing which perhaps will sell higher. There is always a possibility, when you get 
a large amount of stock that is perhaps worth $2 or $3 or $5 a share, that it may 
run up toward par; and, of course, the profit will be correspondingly increased. 
But all of those 8 or 10 classes of security holders, as in the complex case of the 
Reading, wish to be remembered in the reorganization by a certain amount of 
stock, which they hope will go up toward par later. All of them being remem¬ 
bered, and being remembered by a large amount in par value, the result is that 
through the reorganization you have got more stock and bonds than you had before 
you went into it; whereas the real cause of the receivership and of disaster was 
that they had too many stocks and bonds in the first place. It is an anomalous 
condition which is very difficult to meet by legislation, but which I believe can 
be met in part by enlarging the powers and putting the control over such finan¬ 
cial operations into the hands of the Interstate Coinmerco Commission. 

Q. (By Mr. Clarke.) I would like to ask a question concerning a statement 
winch you made to the effect that the Canadian trunk lines are not subject to the 
interstate-commerce law. I assume that you are aware of what was reported 
the Interstate Commerce Commission, on page 63 of its annual report for 1892. 
to tho effect that it was admitted before the commission by the attorneys for the 
Canadian Pacific and Grand Trunk railways in a hearing at Chicago on the 14tli 
of ,J uly, 1892, that those roads are subject to the law to regulate commerce applied 
to them and their transportation, interstate and international, not only to points 
in Canada but to all points through Canada in which they are engaged in traffic 
in every particular. I would like to inquire if you have knowledge of any change 
in the situation from 1892 to the present time?—A. I believe that your statement 
is correct. I should, perhaps, modify the statement that I made and place it upon 
this basis, that the Canadian roads are allowed by tho American roads a differen¬ 
tial in order, so far as I can discover, not to bring that question to an issue; that 
is, rather than fight it out they have allowed and do allow in practice the Cana¬ 
dian roads to charge less for a similar haul than the roads allow themselves in 
UnitedStatesterritory. The impression which I have very strongly is that these 
roads and their status are different from the situation which is described in 1892. 
For no other reason can I explain the undoubted desire of the trunk lines to 
secure some additional tariff which should be imposed, as by the act of 1897 upon 
traffic which went outside of the United States. I had always supposed that there 
must be some such information upon it, but it would require a definite examina¬ 
tion of the law to determine that point. 

Q. Are you aware that the trunk lines in the United States, or at least some of 
them, made an effort before the Joint High Commission between Great Britain, 
Canada, and the United States, 2 years ago to get an article in the treaty which it 
was supposed thev would enter into, authorizing tho President of the United States 
to suspend the transit-in-bond privilege in case he became satisfied that the Cana¬ 
dian roads were violating the interstate-commerce law?—A. I was not aware of 
that fact. 

Q. (By Mr. Farquhar. ) I think there was a statement made here with respect 
to New England people that there was a discrimination in their cotton and fab¬ 
ric shipments in favorof the South.—A. Thatisnotso; the opposite seems rather 
to be true. May I give one illustration there? A cotton manufacturer gave me 
this the other day. It shows in a way one of the burdens which rests upon these 
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cotton mills in the South in the matter of railroad rates, the southern territory 
being more nearly pooled than are other parts of the country. The rate on starch, 
per 100 pounds, from Peoria, Ill., to mills at Chicopee and other New England 
points was 15 cents. The rate on starch from Peoria, Ill., to cotton mills owned 
by the same corporation within the southern territory for the same service was 
51 cents. He quoted this to me from a bill which had just come in for freight 
on his starch. In other words, for a distance very considerably greater—I should 
judge, by the map—15 cents was paid, whereas to the southern territory the rate 
was 51 cents. That illustration of the rates into the southern territory is indica¬ 
tive, I believe, of the rates which apply out of the southern territory. A cer¬ 
tain burden is thus imposed upon the southern manufacturer in that territory for 
that reason. 


Q. (By Mr. Clarke.) To recur now to the transit-in-bond question, would not 
the suspension of that privilege be a great damage to the shippers over those roads 
located in New England and the West and South?—A. Yes. 

Q. And would they not be punished even worse than the railroad companies 
themselves would be?—A. I think so; yes. The continuance of shipment under 
some just conditions is of very vital importance to the industries of that section 
of the country. 

Q. Therefore inasmuch as the Canadian roads have admitted that they are sub¬ 
ject to the interstate-commerce act, and inasmuch as it is certain that the Ameri¬ 
can ends of thoso through lines are subject to the interstate-commerce act, is it 
not better that the interstate-commerce act should be enforced, than that there 
should be any suspension of the privilege of transit in bond?—A. I should say so. 
I am not familiar witli much of the law that would bear upon that point. 

Q- (By Mr. A. L. Harris.) Is it true or not that tho through export rate from 
tins country, say to China, are lower over the Canadian Pacific road than they 
are over any of our roads?—A. They are not to-day. As I understand it, they 
should bo according to agreement. The Canadian Pacific is allowed by agreement 
of the American roads to charge a lesser rate than is charged by the other trans¬ 
continental lines, but in practice to-day shipments are going to Seattle and San 
Francisco within the territory of the United States at less than the rate that was 
to be allowed the Canadian Pacific, by reason of this rate war that has been on in 
Massachusetts during the last few months. 

9- Taking the inland rate and the ocean rate as a unit, and the point of export 
being China or any other Pacific point, is there anv advantage in shipping over 
the ( anadian Pacific road?—A. I think not. I think a through bill of Jading is 
^'°! 1 ( ‘ a « e - So bar as rates are concerned, I think not. In addition to the 

official, the Southern, the Western, and the special Illinois and Iowa classifications, 
there is a classification and a special freight tariff published by the transconti¬ 
nental lines. The rates from one point to another, of course, are determined pri¬ 
marily bv competition with water carriage, and tho rate is entirely the same, as I 
have said before, from any point east of the Mississippi River to the Pacific coast. 
Ihe rate from Chicago to San Francisco is to-day precisely the same—I mean oil 
V ie rato from Boston to San Francisco or from any other point east of 
the Mississippi River. 

Thiit, is suggestive to my mind as showing how little geography counts in the 
matter ot railroad rates at the present time. Tho same rate applies over vast 
expanses of territory with the exception of the Southern States. North of the 
UMo and east of the Mississippi you can ship from any city to the Pacific for the 
same figure, that, puts Boston and the other Eastern manufacturing towns that 
are snipping products to the Orient, of course, on a par witli manufactures that 
are springing up in other parts of the country. The whole subject of import and 
export rates is a highly important one. 

t, v£- a fecess tho testimony of Mr. Ripley was resumed, as follows:) 

lhe witness. The whole matter of export and import rates is in an inchoate 
cxmditicm at the present time. The Interstate Commerce Commission has particu¬ 
larly attempted to prevent discrimination on shipments from interior points to 
tomgn countries on the ground that they place our own manufacturers at a dis¬ 
advantage m competition with foreigners; in other words, that it was not in 
accord with public policy that the freight rate from Chicago to Liverpool should 
, less for the entire haul—rail and water—than tile rate from Chicago to the 
meal consumer at Boston or some intermediate point. The Interstate Commerce 
ha ? 80 adjudged, as I understand it, but the Supreme Court of the 
««W 11 • has ‘ on „ th , e other hand ’ 8u pp° rtel the contention of the railroads, 
especially in the case of the Texas and Pacific Railroad, in which the right of that 
™* ke a ™te from New Orleans to San Francisco on goods which had come 
to new Orleans from Liverpool by water—to make that rate from New Orleans 
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to San Francisco not more than one-third of the rate which a New Orleans manu¬ 
facturer would have to pay for the same transportation; in one particular case, 
for instance, the Texas and Pacific Railway discriminates against the shipper 
from New Orleans to San Francisco and in favor of the shipper in Liverpool who 
ships to San Francisco,via New Orleans, by water. The discrimination was from 
50 to 200 per cent, as appeared in the testimony in that case. The Supreme Court 
decided that a railroad was justified in thus discriminating against an American 
producer, in favor of the one in Liverpool attempting to put down the goods in 
San Francisco in competition with him. and they did so on this ground, that the 
rate from New Orleans to San Francisco by land must meet the competitive rate 
by water, and also that the combined rate from Liverpool to San Francisco—by 
water to New Orleans, thence by rail on to San Francisco—that that mixed rate 
must meet the straight water rate from Liverpool to San Francisco; that the 
minimum figuro in either case was determined by the conditions of competition, 
so that if the Texas and Pacific did not take these goods for one-third of what it 
charged the domestic producer in New Orleans, that these sarao goods would not 
go via New Orleans at all, but would go entirely by water. They said this was 
not a discrimination against New Orleans. The conditions of competition exist, 
and it, is an advantage to New Orleans that this business goes through that city, 
which otherwise would go entirely by water. The situation, then, is this: While 
the Interstate Commerce Commission has attempted to rule out such import and 
export rates the Supreme Court has upheld them, and the status of the question 
under the law is consequently mixed. In another case, on books, buttons, car¬ 
pets, hosiery, etc., the domestic rate from New Orleans to San Francisco was 
§2.88 per hundredweight, while the total rato on imported goods from Liverpool 
was $1,07, and the Texas and Pacific got only its proportional amount of that 
$1.07; the result being that while the New Orleans producer was paying $2.88 for 
his transportation, the Liverpool producer was getting the same number of miles 
haul for a fraction of $1.07. 

That is a question which should, it seems to me, he investigated quite thor¬ 
oughly respecting the various phases of it as they occur in this country. One I 
have already suggested; the haul across country from New Orleans is very 
important; another is the transport of cotton goods from New England manu¬ 
facturers to the Orient, they then being carried by water from Vancouver, 
Seattle, or San Francisco. The existence of these low export rates to the Pacific 
is absolutely essential to the manufacturers ill order to keep them oil a par with 
manufacturers who can send the entire way by water. Unless the Pacific lines, 
therefore, are to carry these cotton goods for a figure which will be less than they 
would charge for carrying the same cotton goods for consumption in California 
or Colorado, the goods will not go that way. They will either go entirely by 
water, or the market of the New England manufacturer will be restricted. That 
is another phase of the same question. 

Turning it the other way round, wo have to consider the export rates and 
southern California fruits which are destined for Europe. Whether the con¬ 
sumer in the eastern part of the United States shall pay more for the haul entirely 
on land within the United States—far more than shall be charged for goods which 
are to be consumed in Europe and which are to be hauled three or four times the 
distance—is the question. The existence of a great many industries depends on 
their continuance under certain regulations. As I say, the law is very mixed at 

E resent. The continuance of that system is a problem not peculiar to the United 
tates. They have the same thing in England. Here is an extreme case which 
was brought'out in part of the testimony before the Interstate Commerce Com¬ 
mission: Tin plate was carried from Swansea to Liverpool, thence to New York 
and to Chicago,via Pittsburg, at a total charge less than the published rate from 
Pittsburg to Chicago; that is to say, the producer of tin plate in Pittsburg, 
attempting to sell his product in Chicago, was paying more for that haul of a 
few hundred miles than did the producers of tin plate abroad. I believe that 
here is a serious question involving the rights of the consumer in this country 
and of the producer, upon which testimony might be collected which would have 
a very definite value. , 

Q. (By Mr. Clarke.) Have you studied that problem in connection with the 
same business, in the application of the principles of a protective tariff to it also? 
A. I have not. I can see that in many cases the existence of these import rates 
may nullify or render of far less value’ certain protective duties which may be in 
force. It would wear them out altogether. But it is a highly complicated ques¬ 
tion which I think should be investigated from the point of view of facts collected 
in the field. , , . 

Q. (By Mr. Phillips.) Have yon any facts m regard to farm products being 
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shipped from the West through to Liverpool?—A. I have not any further than 
this, that I think it can be established that these products will not go through to 
Liverpool without a special concession in rates; or rather that the trunk lines can 
not live if they give to all their traffic as low a rate of freight as they have to be 
contented with on traffic going abroad. The distinction between import and 
export rates is clear. The import rate concerns the producer in this country; the 
export rato bears a little differently, because it concerns the railroad; that is to 
say, the railroad can not live on tlie few' cents per bushel or per hundredweight 
on all its traffic with which it must be contented on its export traffic alone. The 
road could not live if it got no more than that on its traffic. It is one of the most 
complicated questions in the u'hoie domain of rates, and I think a comparison of 
the conditions in our field with those that have had to be met under the laws of 
England and other countries would be highly suggestive. 

The question of import and export rates also becomes important as bearing upon 
the matter of personal discrimination. The Eastern Trunk Line Association in 
April of this year was obliged to mako a ruling (and there was a great deal of 
opposition to it) respecting the character of goods which were coming for export. 
Wo will say a shipper from Chicago or Milwaukee, or some other Western point 
of shipment, sent a package of goods on an export through hill, and consequently 
at a low rate, but included in that package a number of goods destined for local 
delivery in New York, Then when they went through the hands of the shipping 
iigcnt.s in New York they removed from the package that part intended for local 
delivery, thereby getting the advantage of the low export rates on goods intended 
for local traffic, making a very considerable profit in that way. The ruling of the 
Trunk Line Association, if I remember rightly, was that whenever the package 
contained goods destined for abroad and charged consequently a low export 
through rate, that package should be charged less than carload rates; that if it 
contained any goods destined for local shipment, that should vitiate the contract 
and that higher local rates should be paid on the entire package. 

Cj. (By Mr. FAKyuHAii.) How could you emasculate the through bill of lading 
by subtracting a part of the goods in New York?—A. I think they were content 
to pay tin; entire through rate on the whole package of goods; it was cheaper to 
pay on the whole package of goods through to Liverpool than to pay the local 
freight rates on a portion to New York. 

Q. Would they have to rewrite the through bill of lading?—A. 1 have from the 
New York Journal of Commerce a statement about that, which may perhaps 
cover that particular point. The exact rule adopted by the Trunk Line Associa¬ 
tion freight committee provides that when any local goods are shipped in the car 
with export freight, less than carload rates must be charged. 

There is another phase of investigation, of whicli I know very little, but, which 
I think lias an important bearing on the distribution of industries, and that is the 
effect of the liasing-point system in the Southern States. I have tried to get 
information about that from several sources, but find it difficult. It is essentially 
different from the condition that prevails in the traffic north of the Ohio. I 
understand the influence of it is still more strongly felt than in the North, to 
concentrate industrial activity at particular places. I refer to the way in which 
they build up all the rates from certain basing points. 

Q. (By Mr. Clarke.) Do yon understand the matter of basing points is peculiar 
to the Southern States?—A. I suppose it is developed further there than elsewhere. 

I can illustrate that to you by a diagram which is published by the chief inspector 
of the joint rate and inspection bureau of the Trunk Lino Association at Chi¬ 
cago. This map is published by the railroads for the use of their agents and 
shows the distribution of the percentage rates on the Chicago and New York 
basis, which is the nearest approach in the North to the Southern basing-point 
system: that is to say, the distance from Chicago to New York is always taken 
as 100. [Here the witness used the map as he proceeded with his testimony.] In 
parts of this territory shipments from any point within it are 9(1 per cent of the 
Chicago-New York rate, whatever that may be. The rate may bo modified by 
agreement between the railroads. It may he TO cents on a certain class, or fall to 
Jp cents, or go up to 80 cents, but whatever it is, it is 98 per cent of thut rate in 
this section of the territory. Within other parts of the territory it is 95 per cent 
of that Chicago-New York rate—60 or 80 or 110 per cent, or whatever itmight be. 

Q. How long has that system been in vogue?—A. I think for a great many 
years; I can not state directly, but it is tho basis of the entire east-bound ship¬ 
ment at the present time. This is within Central Traffic Association territory; 
further to the east the rates are regulated by the Eastern Trunk Line Association. 
It shows more clearly than anything else, I think, the way in which competition 
upsets geography. Rates do not conform to distances at all; while roughly corre¬ 
sponding to them, they do not follow directly a distance basis. 
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The Canadian territory, yon will see, is divided in the same way, with the vari¬ 
ous shipping rates. To my mind that would come out very much more clearly 
if 60 per cent, for instance, were white on the map and it gradually came down 
in shade until you ran up to 122 per cent, as you sea in the northwest sections of 
this country, in which the absence of competitive conditions bears heavily on 
industrial development. 

Q. (By Mr. Tompkins.) I have heard the statement made that English ships 
are giving lower rates to New York and to Shanghai than from Liverpool to 
Shanghai. Do you know anything about that?—A. I know nothing about it. I 
should bo glad to know. The question of ocean freights is one upon which it is 
exceedingly difficult to get evidence; lying entirely without the territorial juris¬ 
diction of the several countries, material is far more difficult to obtain than it is 
in the matter of railroads; but of course it is and should be an essential part of 
any investigation of import and export rates. 

The next topic which I had marked in your topical plan was that of classifica¬ 
tion of freight. The Interstate Commerce Commission and the various conven¬ 
tions of the State railroad commissioners from all over the country have attempted 
and are still seeking to devise a uniform classification of freight for the entire 
United States. At present there are in the neighborhood of five such classifica¬ 
tions, the principal one of which, known as the Official Classification, covers tho 
territory east or tho Mississippi—that of tho Eastern Trunk Line Association; 
another covers the far Western States and is known as the Western Classification; 
another covers the territory south of the Ohio and is known as the Southern 
Classification; and then several of the States, Illinois and Iowa, I believe, pre¬ 
scribe by law what tho classification of freight on their railroads shall be. 

I have already spoken of and tried to emphasize the fact that classification 
means high or low rates. That is to say, you may have a reduction of rates on a 
railroad, but if boots and shoes, which formerly went second class, are by the new 
classification moved up into first class, the reduction of the general schedule may 
bo offset or more than met by that device; and a great many classifications have 
been changed since the enactment of the Interstate Commerce Law—probably 21; 
the twenty-first of these classifications in the eastern territory has just been 
published within a week. 

Absence of uniform classification occasions very great difficulty when a man 
wishes to ship a certain class of goods from New York over into Nebraska, owing 
to the fact that his commodity may be first class under the official classification 
of tho lines east of the Mississippi, and from that point on those same goods in 
the other classification of the Western States may lie rated second class. It occa¬ 
sions difficulty in the assessment of charges, and it makes it exceedingly difficult 
to compare the movement of rates to-day witli those that prevailed a year or 2 
years or 10 years ago. It is almost impossible to trace the movement of rates 
which extend across lines of division between different classification territories. 

The result of all this is, as I said in the beginning, that the Interstate Commerce 
Commission and the annual conventions of State railroad commissioners have 
sought to prevail upon the railroads to devise themselves a universal classification 
which shall apply all over the country, so that oranges shall be first-class freight 
in New England and first-class freight in California; so that cotton goods shall 
be first class from one end of the country to tho other; so that all those articles 
which do not go at commodity rates shall be similarly classified within the entire 
territory of the United States. 

The difficulty in the way of so doing is very considerable, although tne advan¬ 
tage would undoubtedly be great; and tho difficulty, as I understand it, is that a 
commodity in one part of the country is the ordinary product of the soil, while it 
becomes at a distant point from production perhaps a luxury, and that conse¬ 
quently the railroads, in charging as they do at the present time what tho traffic 
will bear, must charge at a low classification in the country of production, but 
when you get into the country where it becomes a luxury they might otherwise 
charge more without killing the business. In other words, to illustrate, oranges 
in California are the product of the soil—the common product of a local industry— 
and to put oranges first class in California is to levy an excessive burden upon 
that community. Oranges are worth comparatively little by the boxin that place, 
but transport those oranges to the northeastern corner of the United States and 
they become worth so much a dozen. This increase in value makes it possible to 
move them up in the scale of classification and to charge correspondingly more. 
Suppose they were to apply a uniform classification and. make oranges first class 
throughout the entire United States, the result would be that the first-class rates 
on the California roads, which are very high, would be such as to simply smother 
the industry. Suppose, on the other hand, that they sought to put oranges in the 
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fourth class; the result would be that oranges, which are expensive to handle and 
which require quick shipment through the New England territory, would be yield¬ 
ing a great deal less to the railroads than other traffic of a similarly valuable kind. 

An illustration has come to me equally suggestive as bearing on manufactures, 
as follows: Through the Indiana, Ohio, and Illinois industrial territory agricul¬ 
tural implements are manufactured and shipped west in considerable numbers. 
Wood enters as an important element into the cost of production of these goods. 
They are the product (as were the oranges in California) of local industry, and it 
is to the interest of the railroad and absolutely essential to the prosperity of that 
section that those commodities should go at as low a rate as will yield a small 
profit to the railroad. But transport those same agricultural implements to 
California, where they have no wood and where the implements are needed for 
the development of the country, and charging what the traffic will bear will 
make it possible to classify these same implements not in third class, but perhaps 
first class. If the roads in California refuse to agree with those in Indiana, Illi¬ 
nois, and Ohio in accepting first-class rates on oranges, they would cut off the 
kind of traffic from which the Eastern roads make a great deal of profit; but. on 
the other hand, for the roads in Indiana, Illinois, ana Ohio to refuse to accept a 
low classifi'-ation on agricultural implements would similarly cut off from the 
Western roads a kind of traffic which is most profitable to them. 

There should he, it seems to me, a sort of reciprocal interest here. Freight is 
going from tin; East to the West which is a proauct of the country in the East 
and wl ,; ch becomes a luxury in the West. Many products in the West are very 
cheap there, but when they come to the East they are so valuable they will bear 
higher classification rates. The whole question of uniform classification involves 
an agreement between all these railroads and a recognition of the fact that what 
one road loses on certain kinds of traffic it will gain on others at either end of 
the line. Whether there will be such a gam on the one hand as to offset loss on 
the other will depend on the character of the product. The attempt so far to 
bring the roads together has been unavailing, although great progress has been 
made. One of the greatest services of the interstate-commerce act has been that 
it has been influential to some degree in removing the great number of arbitrary 
classifications which were formerly in force. In 1883 on the Wabash road they 
had 0 different classifications in force on the line of that road. They had the 
classification of the Middle and Eastern States, which divided freight into C 
classes; they had the classification of the Southern Railway and Steamship Asso¬ 
ciation, with 18 classes; they had the classification of the Mississippi Valley, with 
5 classes, and so on. The result was that if you wanted to know how much a 
certain kind of service was going to cost, it took an interminable calculation, not 
at all unlike the calculations when they had the old State-bank notes and you 
had to cai ry a list in your pockets to show what each of the particular hanks was 
good for. It was impossible to figure out what the rates would be in advance, 
and the shipper was at the mercy of the railroad. They charged what they 
pleased and gave him a statement that his shipment went through certain classi¬ 
fication territories and that the rate was so and so much. Those highly complex 
conditions have been replaced by the comparatively simple situation to-day of 5 
or 0 principal classifications, and it seems not unlikely that the ultimato result 
may he the acceptance by all the roads of a uniform schedule. 

The next topic marked was “Consideration of advisability of prohibiting by 
law the increase of stock by interstate railways without a governmental permit 
therefor.” I have already spoken of this this morning. I believe that it would 
be a modification of the law which would he of very great advantage in that it 
would give the commission a certain control over the roads, they having something 
which the roads wanted and which the commission alone could give. Whether 
such an amendment is possible under present conditions remains to lie seen: but 
it it could be done as it is in Massachusetts it might go far to supply the present 
inability uf the commission to prescribe what rates are reasonable and what are 
not. It would strengthen their hands very largely and would eradicate some of 
the unstable practices of stockjobbing at the present time. Although some 
phases of stock watering are not altogether bad and certain phases oi it seem to 
he essential to the legitimate development of the property, what is legi* : mate and 
what is not depends upon the value of the property, the cost of duplicating it, and 
its earnings, in relation to the par value o£the issues already out. 

A very highly complicated question, and one in which I would suggest that 
your commission might gather material which should have value, would be a 
study ot the movement of capitalization in, we will say, the last 10 years; the 
determination of the amount of such capitalization, which consisted of stocks as 
distinct from fixed charges, such as bonds. 
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A great many oi our roads in this country are reducing their bond issues and 
substituting stock, for the reason that an issue oi stock is a burden which may 
be laid down in time of depression: that is, dividends are not necessarily paid on 
Btock. On the other hand bond charges must be met regularly or else there is 
bankruptcy or receivership. The dimculty in such substitution is that it is only 
an exceedingly strong road that can issue stock. The Eastern trank lines can 
issue stock at a very considerable figure above par if they chooso to do so. Of 
course, ordinarily, in any State outside of Massachusetts, such stock is issued to 
the stockholders at a bonus and the profit to the owners consists in the difference 
between the market value of the stock and the par values at which it is issued. 

Another point in the investigation of capitalization worth consideration is the 
degree to which many of our large railroads are owned in this country or abroad, 
That is a matter of great public interest. An investigation lias recently been 
made and published in the Yale Keview. The information in the main has been 
gathered from foreign bankers to determine what railroads in this country are 
predominately owned in Europe and what are not. The financing of a railroad 
in Europe is almost always different from the financing of a railroad in this coun¬ 
try. The English investors will buy bonds when they will not buy stock. The 
English traditions make tho ownership of bonds seem more secure than stock; 
and in tho roads like the Erie and Pennsylvania, in which foreign ownership is 
comparatively high—the Erie particularly, the influence of foreign traditions in 
the way of financing make themselves clearly apparent. 

The degreo to which the railroads are putting earnings back into tho property 
or paying them out in dividends could also, I believe, be determined by a careful 
investigation. Some of tho roads at the present time—for instance the New York 
Central—are paying a low rate of dividends because they are turning a large 
amount of surplus earnings back into the property in straightening curves, put¬ 
ting in new stations, and especially in developing terminals. Many of the other 
roads pay out money as fast as earned and those dividends show exactly what 
burden is resting on the public, 

Q. (By Mr. Faiwjuhar.) Do you think you could find out, what the American 
railroads realized from bonds that were sold in Europe?—A. Yon mean at what 
discount or premium? 

Q. Yes; is there any means of finding that out';—A. There is one means always 
open to an investigation of this question, and that is tho testimony to be had of 
the dissenting stockholders or bondholders in any proposition. Whenever any 
financial operation is carried on thero is nearly always some stock or bond holder 
who is willing to report—who would, perhaps, for instance, be willing to testify 
before your body. 

Q. In any investigation you might make of this so-called stock watering would 
it not lie a very good thing to find out whether bonds were sold for <10 and 02 and 
65, and whether those bonds have paid interest since that time, and whether it has 
been a permanent debt on the roao and bonds have to be issued by that road in 
the future to cover the difference between par and the selling price in Europe?— 

A. Precisely. 

Q. Is not that fair? You would not call that stock watering?—A. That would 
not be technically stock watering, but it has the same effect; it increases the 
amount of securities outstanding. 

Q. But legitimate as a matter of accounting?—A. I should say so. To cite 
another instance, take the Chicago and Alton road which, as I mentioned this 
morning, ill the opinion of many men whose judgment is worth having, has been 
as flagrantly watered in thelast two years as any road in our country. Its volume 
of securities has increased from about $42,000.000,1 believe, to something like 
$120,000,000, an appreciable part of that increase going as profits to the persons 
who carried through the deal. A large part of these bonds were sold, as I have 
boen told, as low as 65, and they were then resold in Europe as high as 95, the 
difference of 30 going to the persons who carried through the deal. 

I think a most suggestive line of inquiry would be to describe a half dozen of 
these recent examples of manipulation which have borne very hard on the invostor, 
and which can not but have a profound result upon the public, if those roads are 
to earn any return on that capital. A detailed investigation of certain of these, 
with such information as could be obtained from the railroad and financial jour¬ 
nals of established standing, and,in addition, from such testimony as might be 
obtained from witnesses—such a detailed investigation would have definite value 
in pointing a way to the reform of our laws along the Massachusetts line. 

One more topic I have to speak upon, that of taxation, and here I can only refer 
you to the attempt in Michigan under the present law to tax the franchises of all 
its public-service corporations—one of the most interesting and suggestive experi- 
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ments that has come to my notice for a long time. I spentaday,about2week8ago, 
in' the tax commissioner’s office, and went over rather carefully the means which 
they have adopted there for taxing the franchises of those public-service corpora¬ 
tions. The law makes an attempt to distinguish between the tangible physical 
property in rails, in graded right of way, in bridges, in stations, and the non¬ 
physical property of that corporation, which consists in its right to lie and to do 
business. They have attempted—and it seems to me that it is being done in a most 
thorough fashion—to determine how much it would cost this year to reproduce 
every kind of a public-service corporation now in the State of Michigan—the rail¬ 
roads ami the street railroads, the gas and water companies, the plank roads, the 
dams and looks, and electric-lighting corporations, and others of that sort. In 
other words, they consider for the moment the State of Michigan covered with 
virgin forests, and they ask how much it would cost to-day to put all these prop¬ 
erties into place and into operation as they stand. A large number of engineers 
are traversing the State from end to end, literally counting the rivets in the 
bridges, etc. For one of the railroads, showing you into what detail they go, 
they report as to the number of rails, the kind of track fasteners and frogs, 
switches and crossings, the kind of tools, the cost of loading transportation and 
unloading the fixtures, etc. In other words, How much is that entire railroad 
worth to-day solely as tangible physical property? Then they ask—and this con¬ 
cerns the nonphysical element—How much is that road earning to-day; how 
much has it earned on an average for the last 10 years, and what is a fair capital¬ 
ization of those earnings? After which they endeavor to determine the difference 
between the tangible physical property, which is taxed under the general property 
laws in Michigan, and this vastly larger sum which is the capitalization of the 
earnings which that road is making. The difference between those two is what 
they call the franchise, which, under the law, is subject to special taxation. 

A doubly interesting problem is presented; first, the arithmetical means by 
which they attempt to determine the franchise value, and second, that as an 
indirect result of this they are (going to know just how much all that property is 
wort h. It is, in fact, a census of the pnblic-service property in the State of Mich¬ 
igan. If it were under our Massachusetts laws, and they were strictly construed, 
the capitalization of all those public-service corporations would exactly equal the 
value of the tangible physical plant. We have no such a thing in Boston in the 
theory of the law as a franchise value. It does not apply to the corporations in 
Boston, and but to a few of those which are so large as to be exempt by law, but in 
the case of all the others the actual property is supposed to equal the capitalization. 

Q. (By Mr. Clahke.) When was this Michigan law enacted under which this 
inquiry and appraisal is being made?—A. I believe it was in 1899, although it 
may have been the latter part of 1898. 

Q. A new law?—A. It has this objection, and I think a proper one, that it is 
uniair to expect every railroad in Michigan to bring down its capitalization to 
what it would cost to build that railroad to-day. When those railroads were built 
all the expenses of construction were greater, all the conditions, risk, and every¬ 
thing else under which those roads were built were such that probably it cost 
them half as much again as it would to-day. The mere fall of prices since 1873 
will illustrate that point. 

Q. This ascertainment of value is for the purpose of taxation only, is it not.?—A. 
It is for the purpose of taxation. 

Q. Then, of course, if it shows a lower valuation to-day than the cost was when 
the property was constructed, the railroads will hardly be the parties to find fault 
with that?—A. I have anticipated that most interesting results in that, connection 
between the original cost—original investment-and present duplication value will 
come out. I think that a discussion of that question—the rights of the original 
investor as against the right of the present corporation which holds the property- 
should form a definite element in any discussion of the proper basis of capitaliza¬ 
tion to-day. 

Q. Have yon studied the increase in value with reference to the Illinois Central 
road system in particular?—A. No; not in particular. 

Q. I have heard that that affords one of the best illustrations of that subject 
that there is in the country, and I think when you do give special consideration 
to the question you had better look into that road.—A. I would suggest, if any 
analysis were made in this way, that instead of attempting to deal with the whole 
United States the situation be carefully looked over and enough roads of each 
type be picked out, so that it would not look like a strike at a particular coniora- 
tion. Having chosen enough roads of each particular class, these should be 
analyzed in detail. A detailed analysis of financial matters is always necessary; 
you can not generalize without being exceedingly careful that your basis is cor- 
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rect. Such a study of the relation of prime cost to present cost of duplication, 
and then again the value of the property after it has depreciated, should all be 
included in any study of capitalization. May I illustrate what I mean there? 
They compute the cost of duplication of each railroad in Michigan and work it 
out in detail; then they ask, How much is that railroad worth for scrap? And 
they distinguish each particular class of property thus segregated. One set of 
engineers estimates the cost of that number or miles of steel rails, how much are 
those rails worth as scrap, and how long is their normal life. If the rail’s life is 
normal, and if it is good for 25 years, the assumption is made that one twenty- 
fifth of tho difference between the cost of new rails and scrap disappears in each 
year. Then, if the road has been built 3 years, three twenty-fifths of this differ¬ 
ence in value should rightly be deducted in order to determine how much that 
road is worth for use at the present time. In other words, the distinction is made 
for one of the first times m the law of our States between maintenance and 
depreciation. 

Q. (By Mr. Litohman.) Is there any elimination of stock?—A. This particular 
investigation is not directed to the question of stock issues, but that may come as 
a possible result afterwards. 

Q. Is it not true that the capitalization covers not only the first cost, but all 
improvements in some roads?—A. It does in some roads. In others it varies, as 
in the instance of roads which, like the old Chicago and Alton, had been so con¬ 
servatively financed that the capitalization represented only 60 per cent of the 
value of the property. A responsible financial journal states that 2 years ago 
the amount of stock and bonds issued by this road represented only about 60 
per cent of the tangible physical value of that road. That is under-capitalization. 

Q. The capital stock remains a permanent burden upon the public, does it not, 
assuming that there is a dividend on the stock?—A. It does. 

Q. Then a continual addition of stock for expenses that ought to be charged to 
construction tends to increase that burden?—A. It does. 

S . Tends to make the amount to be earned to pay dividends on the stock larger, 
consequently the burden on the public larger?—A. It does. 

Q. What do you think of the advisability of some plan whereby a system of 
sinking fund should be compelled to eliminate that cost, and eventually reduce 
the burden on the public by reducing the amount of the capital stock?—A. That 
is already done by conservatively financed roads, except that they do it by other 
means than sinking funds. They do it by putting a larger and increasing propor¬ 
tion of their earnings back into the property instead of paying it out as dividends. 

Q. In other words, they charge it to operating and do not issue new stock?—A. 
Yes; they charge it to operating expenses. A study of the policy of the conserva¬ 
tive roaos—by conservative I mean in this respect solely as compared with the 
roads which have been unwisely financed—would be of great value in determining 
what the proper policy of any laws should be in control. 

Q. (By Mr. Phillips.) What would be your view in regard to requiring the 
roads to set aside a sinking fund to liquidate their bonds?—A. The only difficulty 
that suggests itself to my mind would be that the status of those sinking funds 
would be highly complicated if the roads went into the hands of a receiver before 
the final burden of securities were paid off. For instance, suppose we have 10 
years from now another period of depression, and railroad earnings decrease so 
that a good many of the roads which are now heavily charged with bonded and 
stock securities go into the hands of receivers. If those roads were carrying a 
very considerable sinking fund, the legal position of that property, so vested in a 
sinking fund, might lead to legal complications. I am not enough of a lawyer to 
state exactly what would be the case; but before any proposition for the regula¬ 
tion of capitalization can ever be wisely made, it seems to me that the relation 
between these several elements of prime cost, cost of duplication or depreciation, 
etc., should be investigated in the fullest manner and properly correlated. 
(Testimony closed.) 
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TESTIMONY OF MR. HENRY C. BARTER, 

Secretary-Treasurer International Longshoremen's Association. 

The commission met at 10.49 a. m., Mr. Phillips presiding. At that time Mr. 
Henry C. Barter, secretary-treasurer International Longshoremen’s Association, 
Detroit, Mich., was introduced as a witness, and, being duly sworn, testified as 
follows: 
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O. (By Mr. Farquhar.) You will please give your name and address and offi¬ 
cial position in your organization.—-A. Henry C. Barter, secretary-treasurer of 
the International Longshoremen's Association; office address. 5B0 East Atwater 
street, Detroit, Mich. 

Q. How long has your organization, as an international organization been in 
existence?—A. It was organized in the year 1892, in the city of Detroit, Mich. 
That was the starting of the organization. It was then not known as “inter¬ 
national;” it was known as the national, but that is practically the same organi¬ 
zation. In 1893 it was changed to an international organization. 

Q. At that time was it made up from locals?—A. At the beginning, in 1892, it was 
made up of locals of lumber handlers only; but in 1893 it changed the name of 
the organization to International Longshoremen’s Association and included every 
dock worker on the chain of lakes, Atlantic and Pacific coasts and rivers, and 
the ports of Canada. I mean all ports of the United States and Canada—coast, 
lake, and river. 

(^. About what is your membership now?—A. Well, a conservative estimate 
would be 40,000; that means the lakes, Atlantic, Pacific, the Gulf, Canada, and 
Costa Rica. There may be more than that, but I am giving a conservative 
estimate. 

Q. How frequently do you have your international convention?—A. Yearly, in 
July. 

Q. Are these delegate conventions from your locals?—A. Yes. Each local 
organization is entitled to 2 delegates, and they vote according to the membership. 

Q. What are your annual dues?—A. Our annual dues—the tax, as we call it— 
from locals to international, you mean? 

Q. Yes.—A. Five cents per month. 

Q. Your local dues, then, are different in different sections of the country, are 
they?—A. Yes; they regulate themselves. Generally about 5() cents per month 
is what the members pay to local organizations for their local funds. The tax of 
5 cents per member is paid to the international. 

Q. Is that 50 cents per month collected during the 12 months of the year?—A 
No. On most of the ports of the lakes 10 months, some 8 months, some 9 and 
some 10, and a few 12 months, where they have sick and death benefits. 

Q. How many of your locals have sick and death benefits proportionately to 
the whole?—A. About 20 per cent. 

Q. Could you at the present time give any idea of these benefits and what they 
amount to?—A. Yes. Iwill take one particular organization—that of Ashland. 
Wis. They pay $5 a week sick benefit, and at death $100, and they hire a hand, 
and the members turn out in a body. They also have a large burial lot in both 
cemeteries. Catholic and Protestant, where members are buried; that is, if the 
family chooses. If a man has been disabled, and $5 a week is not enough, they 
invariably give him more, generally to meet conditions—where it is necessary, 
possibly, to be in a hospital, if ho has not a family, and it is necessary, probably, 
to give him a little more to keep him decently. 

Q. Have you any insurance features in your organization?—A. No; the inter¬ 
national has no beneficial features; that is, in regard to sick benefit or accident 
insurance. 

Q. The 5 cents is for what—the expense of the international organization?—A. 
Meeting expenses in the international organization, paying salaries, and paying 
expenses of attending conferences and conventions. We probably attend more 
conventions than any other organization in the country. We meet several times 
a year with our employers. 

Q. Have you any arrangement for a defenso or strike fund?—A. No. 

Q- (By Mr. Lttchman.) Are your beneficial features there established by rules 
of tiie international organization or left with each local to make their own arrange- 
ment?—A. Left to each local organization. Each local organization affiliated 
with onr international is guaranteed its own local autonomy. 

Q. How do you do in the case of strikes? Do you make assessments on a local, 
or do you make assessments of the others to help the local out?—A. We have not 
made any assessments since the organization was formed. One thing we are 
blessed with—we don’t have many strikes, and our strikes are not of long dura- 
tion. In one case only has an organization been compelled to be assisted finan¬ 
cially during a strike; only one case since 1892. 

Q. What case was that?—A. That was the Buffalo freight handlers. 
u , you 1,ave more than one organization in Buffalo at that time?—A. Yes; 
w . e had several. That was last spring when we were appealed to. In the htiike 
or 1899 no appeal was made for funds. 

Q. Did you immediately handle that strike of 1899—your organization?—A. 



308 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


No; I can’t say that we immediately handled it. We went there after the strike 
had reached a position where it was necessary to bring about a conciliation. Mr. 
Keefe was our representative in that trouble, and it was settled satisfactorily 
through tho efforts of Mr. Keefe and also some other good citizens in Buffalo. 

Q. Was Mr. Keefe a member of that as well as the local and Lake Carriers’ 
Association?—A. Yes. 

Q. Have you had any trouble in Buffalo since?—A. We had trouble there last 
spnng. 

Q. What did that arise from?—A. That was from the package freight handlers. 
They were desirous of wiping out the contract system under Messrs. Conners and 
Kennedy’s dictation. 

Q. Could you state the reasons of the strike in Buffalo in 181)9?—A. The strike 
in 1899 was for this reason: Prior to the spring of 1899 the contract for handling 
the grain at the port of Buffalo was handled by Mr. Kennedy. In the winter, or 
in the month of January, 1899, Mr. Conners secured the contract. Mr. Conners 
attempted to introduce a new system. Prior to the spring of 1899 Mr. Kennedy, 
the old contractor, gave the men an equal division of a certain sum—a certain 
sum was paid the men—and that was supposed to be equally divided among the 
men who worked upon these boats. When Mr. Conners secured the contract, in 
1899, he attempted to introduce a new system; that was to pay the men by the 
hour instead of by the thousaud, and he offered to pay the men 25 and 30 cents 
per hour. The men then struck and demanded the aoolishment of the contract 
system entirely. The men were opposed to the contract system for many reasons. 
It was universal over the lakes prior to that time, and that was the reason of the 
formation of our organization. Most of the stevedores—that is what we call the 
contractors on the lakes—most of the stevedores controlled or operated saloons. 
The men were supposed to patronize tho saloons owned and controlled by the 
stevedores, and the men who patronized them best were retained and given perma¬ 
nent employment; but as our organization took hold it aimed to bring about the 
abolishment of this obnoxious condition, and this was one of the evils that tho 
men had to contend with at the port of Buffalo. I had to visit Buffalo on many 
occasions, and visited there in the spring of 1899, and the men complained of this 
obnoxious saloon system. They claimed that unless they patronized the saloons 
they were not given work, and that they were expected to spend a good deal of 
their money there. They fought for the abolishment of the system entirely, and 
put up a very good, fair light, with no attempt at violence There was some vio¬ 
lence committed, but not by the members of our organization. If I remember 
rightly, there was not one of our men arrested for any attempt at violence. The 
clergy there and priests took hold of the matter, and ex-Congressman Roland B. 
Mahany, and under their direction, and that of Mr. Keefe—Mr. Keefe was of valua¬ 
ble assistance there—they advised the men to keep away from tho docks, keep sober, 
and obey the police, and several conferences were held between the representa¬ 
tives of the Lake Carriers' Association and the representatives of our organization, 
and also Father Cronin and Bishop Quigley, for the purpose of trying to bring 
about a settlement. The lake carriers, through their executive committee and 
their counsel, Mr. Harvey Goulder, made propositions to our representatives that 
tli© lake carriers would be parties to the contract, guaranteeing the men an equal 
division of the amount paid to them. They even agreed to pay 5 cents more than 
the men had received the season previous, if I remember rightly. In other words, 
the lake carriers would practically become a party to the agreement between the 
men and Mr. Conners; that is, they would see that it was carried ouc to tho 
very letter. The men hung out longer, demanding the abolishment of the con¬ 
tract system, and demanding that the contract be let to them. 

Q. Immediately to the local through the officers?—A. Immediately to tho locals 
and their officers; but the carriers objected, and finally an agreement was entered 
into whereby the organization practically got the contract. The men got nearly 
all they contended for, with the single exception of getting the contract direct 
from the carriers. 

Q. Was your trouble the fact that the Lake Carriers’ Association could not 
break the contract?—A. No; they could not break the contract, but the men 
practically had the contract, and Mr. Conners had to treat as a factor. All he 
received was 5 cents on a thousand for his work, when prior to that Mr. Kennedy 
had received 5 cents for the running of the contract, and the paying of the men, 
clerical hire, office rent, etc. But the agitation was kept up, and last winter our 
organization, through our international, was successful in gaining the contract. 

Q. At or about the time of the strike of 1899 in Buffalo, did Mr. Conners and 
others have contracts in other lake ports?—A. Yes; I was given to understand 
that Mr. Conners had contracts in Milwaukee. Chicago, and Glad,--tone, Mich. 
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Q. Did his contracts continue after that time, or did your locals get them after 
the settlement of the Buffalo strike?—A. Well, after the Buffalo strike our 
organization in Gladstone handled the contract. 

Q. How is it in Milwaukee and Chicago?—A. In Milwaukee and Chicago Mr. 
Conners still operates to a certain extent. He has not all the docks. There is 
competition in the stevedore system in Milwaukee and Chicago to-day. 

Q. Does Conners recognize your local unions in those cities?—A. We have not 
asked him to do so. 

Q. Is there much difference in the scale that he pays and what the locals 
receive?—A. In Chicago and Milwaukee? 

Q. Yes.—A. We have no organization of freight handlers in Chicago. We 
have au organization in Milwaukee, and I am given to understand that he pays 
the same wages as demanded by the organization in Milwaukee. 

Q. Do you know how long tlie Conners Contracts continue; are they annual, or 
longer?—A. 1 understand they are let annually. 

Q. Has the Lake Carriers’ Association anything to do with the letting of these 
contracts?—A. No. 

Q. Wherein does the Lake Carriers’ Association have any right or interference 
in respect to the making of the contracts on the lakes; what points?—A. Well, 
the lake carriers' organization is organized mainly for legislative purposes. They 
have never taken up any particular contract, or taken up the question of issuing 
any particular contract, with the single exception of the Buffalo contract; 
that is, prior to the spring of 181)8; but since that lime we do business with 
members of the Lake Carriers' Union as dock managers, which is practically the 
lake carriers. But the organization of lake carriers, as a body, does not make 
any contracts for the letting or handling of boats, with the single exception of 
the Buffalo strike. 

Q. That is. the lake carriers'organization—it is not part of their constitution to 
interfere with these contracts, and be a party to the making of the contracts?—A. 
That is right; that is purely a legislative body. 

Q. In the Buffalo matter was the saloon system the main point, of difference?— 
A. Yes: the saloon system was the main question. 

Q. Has that been abolished entirely?—A. That is abolished entirely. 

Q. Is your local the party for the arrangements in Buffalo, for making the 
scale?—A. No; the international is the main factor. The local is a party to the 
contract. The international organization is looked upon as the main factor, but 
of course the organization at Buffalo is certainly a factor too. Our international 
organization—that is its business to secure these contracts, and they always sign 
as the international, as representatives of the international organization; and the 
locals, too, are parties to the contract. 

(^. The president of your local union is one party to see that this is carried out; 
who is the other party?—A. The officers of the international organization. 

Q- And who is the other contracting party?—A. Whoever we do business with— 
sometimes the local carriers, sometimes the dock managers. Sometimes we do 
business with different roads in regard to package freight—that is, the superin¬ 
tendent of the freight docks. 

Q. What classes of handling are comprised in your international organization?— 
A. Lumber loaders and unloaders. Those are the men that load boats and 
unload them; also the coal sliovelersandtrimmers,unloaders, and loaders. Then 
there are the ore shovelers, and trimmers, loaders, and unloaders in general, and 
package-freight handlers, unloaders, and loaders: warehouse package-freight 
handlers: loaders and unloaders of salt, grain; trimmers and scoopers, dock bolst¬ 
ers, and engineers, millmen, and all men employed in lumber yards; dock fire¬ 
men and marine firemen, and all other men that are engaged in working along 
and around docks on the Great Lakes, the coast, and rivers. 

Q. You have now a system of agreements, have you. in these various ports that 
the international enters into with the owners of floating property?—A. Yes. 

Q. Would you say that in all of the ports of the lakes you have agreements 
with these parties as to loading and unloading?—A. No; I would not say we have 
agreements in all ports. We have practically, however, an understanding with 
our different interests for the loading and unloading of the boats in nearly every 
port on the Great Lakes. 

Q. Under the old system of individuals, like Conners, making contracts, the 
profits all went to the contracting parties?—A. Yes. 

0. How do you manage now in making your contracts; does your local union 
make the rates and the union itself gain the advantage of profits?—A. The inter¬ 
national has been the first party to tne securing of agreements, and the locals are 
the parties, of course, interested and involved, and iu taking these contracts every 
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member secures an equal division of the profits. Now, in some ports we work in 
gangs; in fact, we all work in gangs in all ports, but in certain ports we work in 
gangs, and each gang takes its turn. Now, we will say, to illustrate it, that one 
port has two gangs. On the arrival of the first boat in the spring of the year 
No. 1 gang goes to work, and when that boat is unloaded in some instances they 
get paid directly the boat is unloaded. The foreman and two of the gang collect 
the money. They see the bills of lading, and they figure it out and know what is 
coming to them. They then go to their hall or office, whichever they have, and 
that money is equally divided among the men employed on that boat. * When the 
second boat comes in. No. 2 gang goes to work, and so they work continuously all 
summer. Tin* men, however, do the work and receive all the profits. 

O. In your working season, about what average weekly wage will the scooper 
make?—A. That would be pretty hard to arrive at. 

Q Have you any table that would Show the average of wages on the different 
classes of work?—A. No. I can tell you what they have done. If I had some 
time, 2 or 2 months, I could give what they have made for the season—what they 
have averaged. The average wage for grain scoopers is (10 cents per hour when 
employed. 

Q. You could not average the period of employment, could you?—A. Not over 
(1 months. We have different systems, too; the gram scooper and the grain 
Irinnner. The grain trimmer is a little different from the scooper. The scooper 
unloads the boat; the trimmer is the one that attends to the loading. The trim¬ 
mers make a little more than the scoopers. The scooper will make 00 cents per 
hour. They work all hours in a day. The men in Buffalo are distributed 
among the different elevators. From a certain hour on Saturday night until a 
certain hour on Sunday night, the men receive time and a half; that is. they 
make 00 cents per hour week days, and they make 00 cents per hour on Saturday 
night and Sunday. The grain trimmer has a little more dusty work than the 
scooper. Of course you know the men do not stand this work long; they do not 
live to be old men. Scooping or trimming, especially in barley, kills a man off 
pretty lively. The trimmer may average a little more than 00 cents while around 
the boat. Ol' course in the scooping and trimming, directly the leg of the elevator 
is put in the boat tin* men don’t start to work, but I am taking the average from 
the time that the leg is put in the boat until they are finished. Now in scooping 
the leg is there and the elevator is there. They don't get m the boat until it lias 
gone down, possibly half of it; and the same way in trimming, they don't got into 
the boat until the boat is alxmt half unloaded, but the average there is for the 
time the leg goes m until the leg is taken off. 

Q. Since your organization has had a foothold on these ports of the lakes have 
wages of this class advanced or are they stationaiyV—A. Oh, yes; advanced mate¬ 
rially, especially during the last 8 years. In the old days men did not know what 
they were getting—under the old stevedore system. Ton years ago or 15 years 
ago it was worse yet. A good many of the men were hired for tlieir being pretty 
good,stout, husky fellows, so that in case of necessity they could fight for the 
stevedore. In those old days competition was in vogue, and the stevedore backed 
by a good strapping band of fighters could necessarily drive the stevedore with 
the weaker ones away, and so that continued until that stevedore had practically 
a monopoly of the work, and then when ho was successful, he would charge all 
kinds of fancy prices for loading and unloading. But while the competition 
existed, the stevedores would cut prices with one another, and sometimes would 
do the work quite reasonably, but the men were made to suffer for it. In the old 
days there were bunks in the saloon, or in a barn or shed which was adjacent 
to the saloon, and the men lived there in the summer season, stayed there, and 
most of their pay was bad whisky. Since our organization has taken hold, a 
better class of men work at the business, more sober men. In fact, drunkenness 
is not permitted. The organizations take that matter up themselves, and in 
many ports when a man becomes drunk lie is fined $5 and is not permitted to 
work until that fine is paid. In a good many of the ports the men prohibit liquor 
from going aboard a vessel. 

Q. During working hours?—A. During working hours. In that way we have 
gained favors from the lake carriers, and they have become our friends instead of 
fighting us as an organization. Our wages have increased 100 per cent since the 
alwlishment of the contract system. 

Q. What nationality prevails among your membership and workers?—A. Well, 
that changes. The Irish-American did prevail, but they have gone away gradu¬ 
ally. Sometimes during these troubles in the lake ports they became disgusted, 
and got away and looked for other occupations, and m many cases many of the old 
Irish-Americans died away, and the younger element is creeping in. The young 
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American is becoming now quite a factor, but we have a good many different 
nationalities in ore receiving points, such as Italians, Finns, Huns, Slavonians, 
Poles, and Germans. But it would be hard to say which element is in control of 
the organization. I should judge, though, that the young American is quite a 
factor to-day, since conditions have improved. But very few young Americans 
worked on the lakes under the old system. 

Q. Could you give the commission anything like a review of the scale of wages 
that is paid to these different classes on the lake?—A. Yes. I have a table of them, 
and the figures show yon what we have done as an organization. I have the fig¬ 
ures in the Buffalo grain contract, the figures that were paid for our contract. 
It amounted to $13,637.23. 

6. (By Mr. Litcuman. ) That is for the last season?—A. For this last season. 

Q. How long a time did your season cover?—A. That was from the opening of 
navigation, which opened last year, I think, in Buffalo in April, and which closed 
in December just before the holidays. There were 900 men interested in that con¬ 
tract. I have here a scale of what our men averaged during the working hours 
for the summer season. Of course, this is taken from those agreements. Later 
on I will relate to you these different agreements. The average wage per hour 
for ore shoveling in the handling ports was 60 cents per hour for a 12-hour work 
day. The average wage per hour for coal trimming—that is, in the loading ports— 
is 60 cents per hour for a 12-honr workday. The average wage per hour for fuel¬ 
ing is 40 cents per hour, 24 hours. They have to work all hours. 

Q. How many shifts?—A. Two shifts. Hoisters and engineers, from May 1 to 
December 15, $80 per month for hoisters and $85 per month for engineers. The 
average wage for coal handlers, 60 cents per hour; that is, in the unloading 
ports. The average wage for lumber loaders per hour is 50 cents. In some 
ports it is 40 cents, some 45, some 50, some 60; but I have struck an average there 
of 50 cents; that is, for a 10-hour work day. There are cases, absolute cases, 
where men work over 10 hours. Average wage per hour for lumber handlers— 
that is. at (he unloading ports—is 50 cents per hour. Some places do not pay as 
much as (hat; some pay a little more. That is the general average. Now, the 
average wage for marine firemen during the navigation season per month is $45. 
The average wage of the grain scoopers per hour is 60 cents. The average wage 
per hour for grain trimmers is 60 cents and upward. There are a few cases 
where they do make more. The average wage per hour for marine package 
freight handlers is ;il) cents per hour. They work 10 and 12 hours, and as high as 
24 hours at a stretch; no shifts. Ore trimmers, 60 cents per hour, and they work 
all hours. At some ports they regulate their gangs and take their turns about, but 
they work prett y much all the time; they have no certain hours. That completes 
the table. 

Q, Would you say that those wages were 33 per cent greater than they have 
been heretofore, before your organization had jurisdiction of the ports?—A. Yes: 
I should say 50 per cent higher than before our organization. We were granted 
a 32 i per cent increase last year in the ore-handling ports over the season previous 
to that. That was a voluntary increase conceded by the dock handlers to our 
organization as a whole; so I would he pretty conservative in saying 50 per cent. 

Q. In the contract is the whole of your force under the control of officers of 
your local?—A. Practically under the control of the local, and let out to members 
of our organization as a whole. 

Q. Are the men divided into gangs by the organization?—A. Yes; and the 
officers instructed by the organization as a whole. 

Q. So that your organization practically covers the labor of those ports?—A. 
Yes. 

Q. Do yon find any friction with many of your members in your locals on 
establishing what yon may call temperance rules?—A. No; we do not. The 
majority of our men are determined that the temperance rules shall he prevalent 
in every port. We have isolated cases where our men break the rules, but they 
are punished by the organization. There is a happy change on the lakes in regard 
to the drinking question since the organization took hold, which is readily 
acknowledged by members of the Lake Carriers and Lumber Carriers’Association. 

Q. Now, how do you account for that? Is it that the men are saving and not 
spending their money in saloons, or is it on account of the danger that is attached 
to a few drunken men coming in contact with machinery, or is it the sentiment?— 
A. No; it is not a sentimental idea. It is business. The men work in gangs. I 
will try to give you an illustration. I used to shovel iron ore myself, and I used 
to shovel coal in the hold, and I have worked at the lumber business unloading 
lumber. We worked in gangsin handling iron ore. In the port that I worked in 
we worked 2 men together, partners in the hatch. There were 8 men employed, 
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2 men to the bucket; 2 men on the starboard side of the boat worked forward, and 
2 men on the port side worked forward. I am speaking now of the forward hatch. 
Two men worked amidship on the starboard side, and 2 men worked amidship on 
the port side. Those men were expected to keep the hook going. There is a hook 
that is lowered which the men hook on a bucket. Those 8 men are supposed to 
keep that hook going, and if they do not, it is readily to be seen that somebody is 
shirking. Suppose I am working alongside of a man and he shirks. I will readily 
know it. If he happens to be unwell,! will try to work a little harder and keep 
that going. It would be impossible to do that for any length of time. If he was 
drinking, I would complain. I wouldsay, “ Tom,” “ Dick,” or whatever his name 
might he,“ you are shirking—you are not doing your duty;” and if he was drinking 
and shoveling iron ore, the only way he could stand that work would be to keep 
on drinking. That is the only way he can stand that work. If he drinks very 
much, he is of no use to me, and he practically kills me and kills himself, and I 
complain to the foreman of the gang and that man is immediately called out of 
the hold and punished. He is called out of the hold and another man is put to 
work from another gang, and he takes his place, and this man then is displaced. 
It is not altogether sentiment. Of course, when our organization was first 
started, it was done to get rid of that drunken element and bring more sober men 
into the business. There is to-day a different class of men that work on the docks 
from what there was 10 years ago. 

Q. Higher class?—A. Higher class—more healthy class of men. They own their 
own homes on the lakes. Very few men owned their homes 15 years ago on the 
lakes. I think 1 would he safe in saying that 50 per cent of our men on the lakes 
own their own homes. 

Q. Since when?—A. Well, during the last 4 years. Years ago the conditions 
changed materially and each year as our organization has grown and there has 
been more traffic our men have enjoyed better wages and have been in condition 
to purchase and own their own homes. 

Q. (By Mr. Farquhar.) Have youa general agreement with theownersof lake 
vessels as to your wages and time of work and rules of labor and jurisdiction?— 
A. We have a general agreement with the Dock Managers’ Association. The dock 
managers represent the ports of Sandusky, Ohio: Lorain, Ohio; Huron, Ohio; 
Cleveland,Ohio; Fairport,Ohio; Conneaut,Ohio; Ashtabula,Ohio; Erie,Pa.,and 
Buffalo, N. Y. I believe I omitted Toledo, Ohio. They represent the different 
men interested in unloading iron ore. The dock managers as a rule own and con¬ 
trol certain lines of boats. They bring the ore to those ports, which is unloaded 
and put into cars, some of it. When there are not enough cars there it is dumped 
on the dock. It is stocked in the winter months. Then it is unloaded and put 
into cars. Now, we have an agreement with the dock managers for the unload¬ 
ing of the boats during the summer season. We secured last Decemberan agree¬ 
ment for the first time with the dock managers for the handling of this ore from 
the stock piles to the cars. We have both of those agreements. Prominent among 
the dock managers are M. A.Hanna&Co., the Carnegie Steel Company, the Pitts¬ 
burg Steamship Company, the Angeline Steam Dock Company, and such firms 
as that. 

The first, agreement that we made with the dock managers was a year ago, the 
15th day of March, 1900, and this agreement I can submit. It is the winter con¬ 
tract. I also submit the spring contract. You will notice the arbitration clause 
there. That agreement is for the unloading of the iron ore, stipulating a wage 
rate for the holsters, engineers, dock firemen, and laborers in general employed 
on the ore docks—brakemen. 

Q. In cases of disputes between the officers of your locals or even your gangs in 
respect to wages or the construction of these contracts or hours of labor, how 
do you manage to make settlement of them?—A. You will notice in that agree¬ 
ment, in section 6 of the summer scale, it says, “ It is understood that occasionally, 
when any unusual work arises in isolated cases not covered by this agreement, 
the men, when called upon, shall perform such labor, and the compensation 
therefor shall be determined and adjusted between the representatives of the local 
organizations and the dock managers or owners, and in the event of any disagree¬ 
ment, shall be arbitrated as hereinafter provided for the arbitration of differences, 
controversies, or grievances.” 

Section 7 says: “All items not mentioned in this contract or the schedules hereto 
attached shall be performed, and all payments shall be made for work done under 
this agreement in accordance with the usual custom heretofore prevailing upon 
the respective docks.” 

Q. So that in case of a disagreement as to the rates or manner of unloading, 
your men go to work?—A. Our men go to work. 
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Q. And it is ultimately settled by arbitration between the dock managers?—A. 
Not exactly arbitration, but by conciliatory methods. It is simply by the foreman 
of the gang and the general superintendent. 

Q. Committee arrangement?—A. By committee arrangement. But we have 
this arbitration clause in here; I will read it to you. This is section 8. 

(Reading:) “ In the event of any controversy arising between the men or local 
organizations and the dock managers or owners, or in the event any of the men 
or local organizations have any grievances, the men shall continue to work, and 
any and all such controversies and grievances shall be settled, if possible, by the 
representative of the local organization and the representative of the dock man¬ 
agers or owners.” 

That is the first method that is pursued, and it has been successful. 

(Reading:) “If such controversies and gievanees can not be so settled, then 
they shall be arbitrated by choosing a third disinterested man upon whom 
the representative of the local organization and the dock managers shall agree, 
and the decision of any two shall be final. If the representative of the local 
organization and the representative of the dock managers or owners can not agree 
upon a third man, then each side shall choose a disinterested man, and the two 
disinterested men thus chosen to choose a third disinterested man, and said three 
men shall constitute a board of arbitration, and the decision of a majority of said 
three shall be final and all parties shall abide thereby.” 

Q. What has been the practical effect of that rule?—A. The practical effect of 
that lias been the means of keeping the men at work. We have not had to resort 
to the arbitration clause—only once actually have we had to resort to the arbi¬ 
tration clause. 

Q. You have been able to settle it by a committee?—A. Through a committee, 
by conciliatory methods. 

Q. By a committee of parties directly interested?—A. Yes. 

Q. Then does that account for the infrequency of strikes of late years?—A. 
That is the reason that there have been so few r strikes on the lakes. 

Q. If that agreement was carried out in good faith by both parties, would there 
be any opportunity for strike?—A. No; and it would be the solution of labor 
troubles. 

Q. Is it satisfactory to both parties now or have you some trouble in getting 
t he agreement annually?—A. No; I do not think we have any trouble. We expect 
Wednesday to meet with the lake carriers and secure a renewal of the grain con¬ 
tract in Buffalo, and Thursday with the Lumber Carriers’ Association, which 
has just been newly organized. They control the loading and unloading of lum- 
br on the Great Lakes. They meet Thursday in Detroit. We expect to have a 
conference with them which will bring about good results. We expect next 
March to meet with the dock managers and secure a renewal of our agreement. 
I do not believe there is any intention on the part of the dock managers to break 
away, but they rather prefer to do business with our organization than to do 
business under the old system. We expect to meet with the different freight 
dock managers during the spring and make individual agreements. We have 
done that in certain points for package freight. 

Q. In cases of attempts to break those agreements and also troubles that occur 
m your business, do the dock managers and owners and other parties in interest 
there quite freely receive your complaints and listen to them and enter into 
negotiations.■'—A. Yes. 

Q. For the settlement of them?—A. Always willing to meet a committee of our 
organization when there is anything that the men think that is wrong. 

G. Have you practical control of the various lines on the lake—of the loading 
and unloading?—A. Yes. 

Q. Of all of them?—A. Well, of all the unloading, I may say—of all the unload¬ 
ing of iron-ore boats, and practically of the loading and unloading of lumber and 
cedar, and of the loading and unloading of coal. I think if you were to meet any 
fair-minded lake interests who have dealt with our organization, they will tell 
you they would rather do business with our organization than under the old 
system, because they get a quicker dispatch. I have lived on the water all my 
life, worked on the water most all of my time, and at no time on the chain of lakes 
have boats been given the dispatch that they have the last season. 

Q- Are your officers able to furnish men immediately at call?—A. Yes; w r e 
have had no complaints in that regard, with a single exception—no serious com¬ 
plaints with the single exception of one particular port, or two ports, rather, and 
that was not our fault, ft was late this fall, and theycrowded the lumber, 
r reight rates took a rise. You see, freight rates are not steady—freight rates on 
carrying one particular freight—and freight rates increased in the lumber-carrying 
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•ranch this fall, and there was then a rush in that particular market, and the 
umber rushed to Cleveland, and at one time it was impossible to take care of it 
vith tho quick dispatch that had been given. That was about the time of the 
■losing of navigation; but no complaint was entered, and even the docks could 
lot take care of it. It was not our men’s fault, exactly, because it was the fault 
>f the increase in the freight rates that was really to blame. 

Q. In previous years the men took advantage of the rise in freights, did they 
lot, both in ore and lumber?—A. Under the old stevedore system; I can not say 
ffiat they have under our organization. 

Q. Under your arrangement there seems to be an even wage and time going 
through the whole of it, so that with a change of freight rates on the lakes really 
pour men do not get the advantage that they did in former times by these rapid 
rises?—A. Yes, the men did get it; the men had to have the work to get it under 
the old-time stevedore method. The marine traffic has settled more of late. Now, 
last year that was a little on boom times, and we got a voluntary increase, as you 
see by the agreement, which was a very desirable change; and that was the means 
of bringing about a closer relation between our organization and the dock mana¬ 
gers, and* the dispatch has been everything that could be desired. Under the old 
stevedore system, of course, the advantage is taken of doing business with 
responsible parties. Of course we might not be considered responsible on account 
of the financial part of it, but we try to bo responsible by doing good work so as 
to bring about a closer alliance between our employers and ourselves. We want 
the pleasant features to continue. 

Q. Do you think you are now sufficiently organized so that as a unit you could 
contract, be a party to a contract for doing the work in any ports on the lakes?— 
A. Yes; if the lake carriers, or lumber carriers, or dock managers were desirous 
of entering into a contract with us to do any work in every port on the chain of 
lakes, I believe wo are strong enough to do the work and give it proper dispatch. 

Q. Now, out of all those engaged in this longshoremen’s work on the lakes, what 
proportion does your organization hold in numbers?—A. On the Great Lakes? 

Q. Yes, on the whole lakes?—A. Somewhere# from 20,000 to 25,000. I believe 
25,000 men is a conservative estimate. 

Q. That is your membership?—A. Yes. 

Q. Now. how many are engaged altogether, nonunion men, of course, and 
everything included?—A. I believe that we have all the men on the lakes with 
the exception of about 1,200 or 1,500. I do not believe there aro 1,500 men on tho 
Great Lakes that are nonunion men and not members of our organization; and 
that 1,500 is in the ports of Chicago, Milwaukee, and Buffalo. We have the men 
in Buffalo to do the work, but through a factional fight in the stevedores, the 
system has become so objectionable that our men refuse to work under the pres¬ 
ent conditions. We have the men to do that work, men who have done that 
work but who are not working at it now. In the port of Chicago—that is, in tho 
package-freight end, and some of the freight handlers in Milwaukee—we have 
not got them—and some in Duluth. Outside of that I do not think that there ai e 
1,500 nonunion men working on the Great Lakes to-day—1,500 men who are not 
in the employ of the organization. There may be, but I do not think there are. 

Q. Do you think it would be an advantage to your organization and to the 
workingmen themselves were they to make a direct contract with the ship¬ 
owners?—A. Yes; I do think it would be far better for them. The system under 
which we have been working has the business idea of giving dispatch to both. 
With the railways running parallel along the shores of the Great Lakes, it is hard 
competition for the boats. In some instances where freight rates increase, the 
railways get the work. Our men are learning that it is necessary for them not 
to attempt to boost their wage rate out of proportion or they will drive the traffic 
to the railways. They are fast learning, and therefore they are desirous of keen¬ 
ing work on the lakes and giving the boats the dispatch that is essential. In 
these days it is necessary to have quick dispatch both in loading and unloading 
boats, and our men realize it and are getting more interested ana more educated 
along marine lines than they were under the old system. Under the old system 
they were not interested parties. To-day they are interested. They are practi¬ 
cally all contractors. They are individually very enlightened men to-day, and 
every man who works at our business is individually interested in the unloading 
and loading of the boats on the Great Lakes, both in the question of dispatch 
and freight rates, because freight rates regulate our wage rate to a very large 
extent. 

Q. Instead of a hard and fast agreement as to rates, either your summer or your 
winter scales, have you ever taken into account a sliding scale, so that you could 
get near a partnership in freights rising and falling?—A. In one of our confer- 
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ences tlu*rc was something like that talked of. It is being talked of now by the 
lumber carriers. They meet this week, and that is one of the important things 
that thev are going to discuss, the question of a sliding wage scale. I believe we 
should be only too willing to meet them and discuss the matter of a sliding 
wage scale to be in conformity with the sliding freight rate. We have had some 
discussion of that prior to this, several years ago, and I well remember in one 
instance where the men voluntarily decreased their wage rate a shilling a thousand. 
I will submit this card to you. [Witness produces card.] That is the system 
under which we work in the loading ports. This is something we are trying to 
bring about with the lake carriers and the lumber carriers, a uniform wage rate, 
a uniform wage scale for the unloading of boats. Now, you see the conditions 
which exist in the ore unloading ports. Here we have that agreement because it is 
a uniform rate. One dock manager is not in sharp competition with another dock 
manager, because the wage rate now is the same in all the Lake Erie ports. This 
wage scale was brought about last July and took effect the 1st of August. Now, 
this scale of unloading lumber was brought about through conferences with indi¬ 
vidual lumber carriers, and what thev were desirous of having was a uniform 
scale of unloading in each of the unloading ports, so that when they load they 
know what they have to pay in the unloading ports. Part of their profits went 
for loading and part for unloading, and as our organization has become an impor¬ 
tant factor in the loading and unloading on the Great Lakes, so the lumber car¬ 
riers and other gentlemen have been desirous of getting more closely in touch 
with us as a business organization, and the lumber carriers meet Thursday, and 
that is one of the matters which will he discusse^l, a sliding wage scale in con¬ 
formity with the freight rate; in other words, that the freight rate shall regulate 
the wage rate. 

Q. 1 see that you have in your rules and regulations here a positive rule for all 
classes of your workers, saying. “It is distinctly understood that the men shall 
continue to work under all circumstances pending arbitration.” Has that rule 
been universally carried out?—A. Yes, with the exception of one case. In the 
spring of the year the men were not thoroughly acquainted with every section of 
the agreement. It was our first complete agreement that we had which covered 
many ports. Now. in this agreement probably 10,000 men were interested, and 
probably mm e. We got out the proceedings in book form there, which is not 
very lengthy, and we distributed probably 25 copies to each branch. We saw 
that the men could not become educated to every detail‘of the contract. This fall 
we had 10.000 conies printed—8,000 in English and 2,000 in German or Slavonian. 
01 course the Italians we organize in separate branches, and we send them copies 
in English and then they get them translated and printed in their own language. 
In that way we have managed to place a copy of this agreement in every man's 
hands, so lie could become acquainted with it. Last spring our men had a little 
misunderstanding in Conneaut, and the manager and superintendent wired me 
the particulars and I went there, and the boats were stopped at my request, the 
superintendent agreeing to it. Ho did it very pleasantly. lie wanted to extend 
the agreement. Wo went to the hall, and every condition in the agreement was 
explained to the men, and after that the men never stopped work. The superin¬ 
tendent said, ■ * I want you to continue to work under extraordinary arrangements, 
under some arrangement even that is not covered by the agreement, the men to 
continue to work, and it is to he left to the international officers to settle.” And 
there was a question of overtime which was settled in five minutes after I struck 
the port—fi\ e minutes, rather, after I got into conversation with the general 
superintendent—a question of $400, and that was immediately ordered paid. 
There was orilv one case after that where the men did not conform to that, and 
that was in the city of Cleveland. I believe that was in either August or 
September. 

Q. (By Mr. Litohman.) Do you find this agreement satisfactory to the dock 
managers?—A. Oh, yes; the dock managers were a party to it; they proposed 
those things. 

0- What I mean by asking the question is, do you find that the result of the 
agreement is satisfactory to them?—A. Oh, yes; very well satisfied; if they had 
not been, they would not have entered into this fall agreement. 

Q. So far it has resulted in bringing about more pleasant relations between 
employer and employed?—A. In every way; oh, yes. 

We have never had to resort to the arbitration clause, only in one case; it has 
been done by conciliatory methods. The verv fact that this agreement is entered 
into between the men and the companies and the pleasant relations that exist— 
from that fact there has never been any occasion to resort to any arbitration at 
all, only in one instance. Perfect harmony and the very best of friendship exist 
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between the employers and employees. I believe these agreements are the solu¬ 
tion of the labor question. 

O. Have your men in the longshoremen’s unions become educated so that they 
realize that fact themselves?—A. Yes, yes; they do. 

Q. And they give loyal obedience to the directions as interpreted by y< ur 
association?—A. Yes. You must remember that the conditions on the Gre«t 
Lakes have in the past been so bad under the old stevedore bossism that the men 
who had gone all through that were not men; they were brutalized; tin y we^* 
forced to use their muscle; and it was either a question of stand up and fight or 
your rights or else be kicked off the docks and be kicked to pieces in many cas s; 
and many of our men were forced to become brutes. In fact, the wiping out of 
the stevedore system was done by brute force, by physical force. But as the 
organization has grown, and as it is going on, and getting in closer touch with 
the employeis, our brains have taken hold instead of muscle, and the conserva¬ 
tive man, the man who had some business ideas, has been forced to the Iron ; 
and they are the men who are leaders of our organization to-day. 

Q. Has your organization, so far as its influence predominates, eliminated this 
evil of which you complain?—A. Yes. 

Q. The saloon evil?—A. Yes; it is wiped out now. The only places where it 
exists to-day are at Buffalo, Chicago, ana Milwaukee. 

Q. And those are the 3 places where your organization is weak?—A. The only 3 
places that—I will not say weak. In Buffalo we have got a hard fight. We have 
not yet put up any fight in Milwaukee or Chicago, nor do we want to put up any 
fight. We would rathe? use.and have always preferred, conciliatory methods 
instead of physical force. The men who have charge of our organization to-day 
are conservative; are men who have worked almost all their lives upon the docks, 
and they are men who have some business ideas and do not want to see strife on 
the docks, because it hurts us in other ports. Suppose we had men in charge of 
our organization to-day who would go to a port and inaugurate a strike, what 
would it mean? It would mean suffering. Suppose it would be an unloading 
port, the men in the loading port would suffer. It would spread and be the means 
of hurting us in other ports. So we aim, where these unpleasant features exist, 
to try and bring about better conditions along conciliatory lines, meeting with the 
employers. 

Q. And your action in this respect meets the hearty cooperation of the employ¬ 
ers?—A. Yes; we are, as you say, weak in a great many ports, hut instead of 
resorting to strikes we have resorted to the method of meeting with the employers, 
explaining it to them, and got them interested, and to-day the present officers of 
our organization have never yet ordered a strike in any port. We have always 
prevented it, if possible. We never sanctioned a strike on the lakes yet. 

Q. (By Mr. Farquhar.) Previous to your unions having jurisdiction over this 
class of labor on the lakes there, how many strikes would occur in a week during 
the running season in a port like Buffalo or Cleveland or Toledo or Milwaukee?— 
A. There would be, most likely, a strike every day. 

Q. Would there be more than 1 strike a day?—A. In the large cities? 

Q. Yes; take it in lumber, coal, ore, and everything, would you average a strike 
a day at those ports?—A. I would not mention Buffalo alone, but I mean at all 
the ports. In all the ports—and I have visited almost every port on the lakes— 
it was a common thing to see boats tied up in most every port always, most every 
day. In the competition between the stevedores the iellow that had the best 
fighters back of him was the fellow that was trying to have a monopoly, and it 
was a fist fight most every day. 

Q. So that your organization coming in now has been a complete revolution in 
that branch?—A. Yes; I can honestly say that our organization lias been a com¬ 
plete revolution in the conditions that existed on the chain of lakes for a great 
many years. Instead of the drunken, poor, dissipated fellow that used to work 
on tne docks, to-day the good, sober man is prominent. We have many places 
where they own their.own homes and have built their own meeting halls and 
have temperance societies. There is one place in Ohio where there are Finns who 
have organized a temperance society, built a hall, and turned around and gave a 
deed of the hall to the organization, At another port where a lot of our men 
work for M. A. Hanna & Co., our men have built a hall, paid the cash for it. 
Three hundred members assessed themselves $10 apiece and paid the cash for the 
lot and built the hall, and finished it off in Southern pine, and have got a nice 
hall, and there they meet and have entertainments. I was there at two of them 
in Loraine, Ohio, this fall, and I know of one instance where our men got together, 
had a banquet, and invited all the leading business men, the mayor of the city, 
their employers, master mechanics, and superintendents of the docks, and they 
enjoyed themselves very much. 
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Q. (By Mr. Litchman.) The closed season covers about 4 month", when navi- 

S ition is closed on the lakes, does it not?—A. Sometimes more. Generally 
ocember, January, February, and March, those 4 months. Sometimes it will 
close the middle of November, and sometimes not open until May, but, as a rule, 
4 months. 

Q. Now, have you any means of knowing what employment your men seek 
during those months?—A. This winter we have just got an agreement covering 
the iron-ore ports whereby about 10,000 of our members will be kept at work this 
winter in the upper ports on the lakes—that is, in Minnesota, Wisconsin, and 
upper Michigan ports. Many of our men go to the woods and work in getting 
out the logs, getting out the timber, ready for the spring. But in the cities our 
men have become accustomed to save during the summer season, and in some 
instances they buy in quantities, buy at wholesale for the winter, buy provisions 
at wholesale, so many tons of coal, so many barrels of Hour, and ill the winter 
they do not do anything; they earn good wages, and they earn enough to rest 
during the winter months. And then, too. a good many of our members are inter¬ 
ested in their homes. In the summer they are kept very busily employed, and 
there is not much opportunity to look after their homes. So they see about their 
homes and look after their children getting an education. I know of many 
instances where onr men have their children takingnmsic lessons and have pianos. 
Twenty years ago there were not 30 per cent of our men that had children taking 
music lessons, and I do not believe there were 10 per cent that cured whether 
their children went to school or not; and 1(1 years ago there were not 20 per cent 
married, and now 00 per cent are married and are raising families. 

Q. (By Mr. A. L. H \Rius.) Does this condition obtain all over the territory cov¬ 
ered by your organization?—A. These conditions obtain all over the Great Lakes. 
These conditions that existed on the Great Lakes never existed in the coast ports 
to such a great extent. There are, of course, ports on the coast where the same 
conditions prevail to a smaller extent. But we have not been able to give the 
time to coast ports that we have to tile lake ports. Where we have been appealed 
to we do. 

(-?■ (By Mr, Faiiquhar.) What is the average attendance of members at your 
local meetings? How frequent are the meetings—monthly or weekly?—A. It is 
according to the location—according to tile method of work. In the summer 
season about twice a month. Some of them meet weekly—that is, in the summer 
months, in the winter season in the ports on the upper lakes they do not meet 
at all. There is no idea of meeting for simply creating trouble. If they do meet, 
it is for discussing the wage scale and trying to remedy detects that exist. 

Q. Where you have no halls, have yon any meeting rooms and committee rooms 
"here they can meet?—A. We always own halls, or rent halls if we do not own 
them. 

Q. So you always have a local habitation, as it were, for your members?—A. 
Yes; about HU per cent of them. In some localities the men are compelled to 
attend their meetings regularly, and that is one of the rules that is carried out 
and enforced. 

(Testimony closed.) 


Washington, D. C., January is, mi. 

TESTIMONY OF MR. F. T. LINDENBERGER, 

Chairman of tin■ committee nn hostile legislation, American Ticket Brokers’ 
Association. 

The commission met at 10.57 a. m., Vice-Chairman Phillips presiding. Where- 
U P™ Mr. F. T. Lindenberger, chairman of the committee on hostile legislation 
ot the American Ticket Brokers’ Association, Detroit, Mich., was introduced as a 
witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Kennedy.) Will you please give your name and post-office ad¬ 
dress.'—A. F.T.Lindenberger. Detroit, Mich. 

Q. State your business.—A. Ticket broker. 

Q. Are yon connected with any organization of ticket brokers?—A. American 
ticket Brokers’ Association. 

Q. Have you official connection with that body?—A. My title is chairman of 
the committee on hostile legislation. 

Q. How large a membership has thut organization?—A. I think about 330. 
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Q. Are the objects of the association stated in your testimony, as prepared?— 
A. Yes. 

Q. You have a prepared statement?—A. Yes. 

Q. Would you prefer to make your statement uninterruptedly and answer 
questions afterwards, or answer questions as you go?—A. I would prefer to he 
allowed to go through with the testimony, and then shall be glad to answer any 
question any member of the commission may desire to ask. 

Mr. Kennedy. You may proceed, then, with your statement. 

The Witness. Mr. Chairman and gentlemen: I have tried to follow as nearly 
as possible the topical plan of the inquiry as outlined by the commission, and then 
to afterwards answer the charges against the business of brokerage that have been 
made by those who have testified before. Your plan of inquiry as to ticket 
brokerage covers the following heads: (1) In what the practice consists; (Simile- 
age books and excursion tickets; (8) number of people engaged in the business; 
(4) by whom carried on; (5) effect on passenger travel, interstate and intrastate; 
(6) to what extent it is encouraged by railroads and for what purpose; (7) laws 
prohibiting it; what States have enacted such laws; (8) Arguments for and 
against such practice. 

The first question therefore is: 


IN WHAT THE PRACTICE OF TICKET BROKERAGE CONSISTS. 


I reply, in the buying from the agents of railways and from passengers of passage 
tickets and selling the same to travelers at a less price than the published tariff 
rates. 


MILEAGE BOOKS ANI) EXCURSION TICKETS. 

Ticket brokers deal largely in mileage books, which are usually purchased by 
the broker direct from the various companies and are sold to patrons who have 
use for a less quantity of mileage than is contained in a full book. The broker is 
enabled to do this by a rebate system, the passenger paying for the full value of 
the book and receiving a rebate order on some correspondent of the broker in the 
city for which he is bound. 

Where the customer is known to the broker it is a very common practice to 
allow him to return the book by mail. 

In the New England States and in New York State books are good in the hands 
of the bearer, and on a largo number of roads in various parts of the country the 
same rule prevails, notwithstanding the fact that persons buying these books are 
compelled to sign an alleged contract containing restrictions as to personal use 
and providing for the confiscation of the book by the conductor should the book 
be used by other than the original purchaser. 

The following letter from the general passenger agent of the Lehigh Valley 
Railway will be interesting in this connection [reading]: 

[*• Lehigh Valley Railroad Company, Havemeyer Building. 26 Cortlandt street.] 

“New York, October SI, JOOo. 

“Mr. Thomas R. Green, Woodmoiit, Conn. 

“ Dear Sir: I have yours of 80th regarding the loss of your mileage book No. 
75240 and regret to state that owing to the manner in which these books are 
issued, viz, good in the hands of the holder, our auditing department has been 
obliged to discontinue the bulletining of same as per circular attached. 

“ Yours, truly, 

“Chas. S. Lee, General Passenger Agent." 

I have here a cover of a mileage book of Lehigh Valley issue, under date of June 
11,1900, which contains the ordinary so-called contract, with all the restrictions, 
etc., and while the contract states that the book is not transferable and will be 
taken up by the conductor if presented by a person other than the purchaser, this 
letter is proof positive that it is not so. In some of the States, notably New York 
State, the law requires that mileage shall be good in tho hands of the holder. 

0. (By Mr. Phillips.) Is not that a just and equitable law?—A. I believe so; 
judging from a ticket broker’s standpoint. In certain sections what are known 
as interchangeable mileage books are exclusively sold. I have here a specimen 
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of the books sold in the territory of the Central Passenger Association, in which 
87 lines have combined in the issue of a 1 , 000 -mile book. The passenger is required 
to pay $30 for the book, and should he use all of the 1,000 nines on any one or all 
ot the 37 roads, he is entitled to a refund of $10 on return of the cover. In issu¬ 
ing this book the railroads have reversed the usual custom of the ticket broker. 
The broker handles the book on a given road for the use of two or more men, 
while this interchangeable book is good for the use of one man over 37 roads. 

I believe the issue of this book is a very great discrimination, inasmuch as it 
permits the holder to obtain a 2 cent per mile rate over a given distance on a cer¬ 
tain road, while another person for the same service must pay 3 cents per mile. 
The passenger who profits by the 2-cent rate iB not compelled by the terms of the 
interchangeable book to again patronize the road in question, but can use the 
balance of his mileage on any competing line or lines. 

Q. Does that cause great annoyance to the passenger?—A. It may not sound 
right for a ticket broker to find fault; the book is objectionable, from a business 
standpoint, to the ticket broker. 

Q. Well, is it not from the public standpoint?—A. It is an inconvenience to the 
public; nearly all travelers object to it, object to the amount ot money which they 
have to invest. 

Because of the amount of money involved in the handling of this interchange¬ 
able book many traveling men arrange with a ticket broker to advance the neces¬ 
sary money and carry the book for him. I know of brokers who thus act as 
banker and broker for traveling men in the handling of this special character of 
transportation, some carrying as high as 200 books foi' these special customers. 

The traveling man is obliged to invest $30 when lie gets his book; he can't cash 
Ills book cover and recover his extra $10 investment until the mileage strips col¬ 
lected by the various conductors have gone into the auditing department, and if 
he wants to travel farther he must invest another $30. I have heard traveling 
men say that they have been obliged to carry two or three covers in which they 
had that investment of $10 each before they could get returns from the mileage 
bureaus. 

EXCURSION TICKETS. 

Excursion tickets provide a source of business hi the broker. Not onlv does lie 
purchase from travelers the return portions of excursion tickets, but through his 
correspondents in other cities to which an excursion may go or an excursion may 
come, both the going and return portions are used by the broker and hiscustoinors. 

Advance information m regard to these excursions is frequently supplied 
brokers by lines interested, and through correspondence arrangements are com¬ 
pleted by the brokers to handle the stock. 


Ratf.-war tickets. 

A very common method adopted by brokers to cut rates is the use of war-rate 
tickets when competing hues grow belligerent. I recall a war between the two 
gieat Canadian lines that raged for 8 months during the year 18SI8. One-wav 
tickets were sold at about one-lialf the usual rate and mund-tnp tickets at a cor- 
lesponding reductmn. Outside of Canadian territory regular tariff rates were 
charged, the fare between Detroit and Windsor is but 10 cents; vet when a 
» reg>‘>5 .ticket office in Detroit and purchased a ticket to 
Toumto he was charged $ 6 . 00 , Across the river the price was $3.30. In Detroit 
the fare to Montreal was $13, m Windsor $7. In Detroit the company charged 
$005 to Niagara halls, while all that was asked by the agent of the same com- 
pany m Windsor was $3.35. 

I have here a specimen of the tickets sold at that time that I just happened to 
hnd among my ticket stock. It is a ticket between Windsor and Niagara Falls 
which sold tor $3,35 in Windsor; in Detroit it was $ 8 . 75 , and the fare across the 
river 10 cents. 

tl ,f 8 us ". al i? 8uch cat,es ticket brokers, the brokers of Detroit sent out at 
aT 8 LvT.n ,helr western correspondents, furnishing-rate sheets giving prices 
at wnich they would supply, on prepaid orders, various tickets to Canadian and 
eastern points. The prices were usually an advance of $t over the war rate 

limit™toe LteV” 116 " that theSe C0U,<1 0l>tainedwithin the 

™I l !!„ i i 8ent . Sin . Detroit w 1 re a . bsol u toI y forbidden to give any information to 
acr08S the nv er, an< r that Nation continued for 8 months, 
instances of this nature could he multiplied indefinitely. 
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There ia to-day a war rate of 75 cents between steamship lines plying between 
Providence and New York. A new company known as the Joy Line has been 
estaulished, and the old established lines are trying to prevent them from getting 
a foothold in the business, and have opened a war rare. 

The railway fare between Boston and Providence is $1, yet the through rate to 
New York charged at the regular offices in Boston is $5, an excess of $1.25 above 
the added amount of the two fares. It is only through the offices of brokers that 
travelers learn of this situation, regular agents not being permitted to volunteer 
information. 

KURNISHINO-RATE SHEETS. 

A common practice with brokers favorably situated to secure tickets is to issue 
furnishing-rate sheets to their correspondents. To illustrate how this method 
can be of use, we will suppose a passenger to enter the office oi a Washington 
broker and ask for a rate to Denver. The regular fare is $48. The broker may 
have a ticket to Buffalo, or Cleveland, or Pittsburg, or Chicago, as the ease may 
be. He then examines his rate sheets for a furnishing rate from brokers in any 
of these cities. If a satisfactory furnishing rate is found, and he can agree upon 
the price with his customer, a bargain is made. The customer takes the part-way 
ticket and an order upon the correspondent in the intermediate city for a ticket to 
finish his journey, which insures him a through passage at the agreed price, 
usually from $3 to $5 below the tariff rates. If it should happen that the Wash¬ 
ington broker had no ticket, but the furnishing rate was sufficiently low in any 
of these cities for a Denver ticket, it might be profitable for him to go to the regu¬ 
lar agent here and buy a ticket at local rates to this point. Putting the two 
together he would be able to make a through rate at less than the tariff. 

NUMBER OF TEOPLE ENGAGE!) IN THE BUSINESS. 

As to the number of people engaged in the business. I can not give this infor¬ 
mation to a certainty; but perhaps my estimate will be near enough for the pur¬ 
poses of the commission. 

The 2 regularly organized associations of ticket brokers are the American Ticket 
Brokers' Association and the Guarantee Ticket Brokers' Association. 

The American Ticket Brokers' Association has a membership at present of 335. 
The latest list of the Guarantee Ticket Brokers’ Association gives their member¬ 
ship as 83. Outside of the 2 associations there are probably 50 offices. This gives 
the number of offices as 408. It is fair to assume that an average of 3 clerks are 
employed in each office in addition to the proprietor, so that in round numbers 
we may safely say there are 1,800 to 2,000 persons m the United States making a 
living for themselves by selling reduced-rate railway tickets. 

BY WHOM TICKET BROKERAGE IS CARRIED ON. 

In the larger cities the business is conducted by those who devote their entire 
time to its interests. In smaller places many of the brokers are merchants and 
business men engaged in various lines of trade, such as druggists, dry-goods and 
clothing dealers, manufacturers, dealers ill cigars and tobacco, and, very fre¬ 
quently, persons conducting book and news stands m hotels. 

Many of the members of the American Ticket Brokers’ Association have been 
engaged exclusively in this business for from 10 to 30 years. They enjoy the 
respect and confidence of the communities in which they live, the great traveling 
public, and the railway managers with whom they deal. 

Speaking for myself, with a record of 19 years as a ticket broker, I know of no 
persons to whom I could more safely refer for a certificate of character than to 
the railway-passenger men of my home city, and yet many of them are strongly 
and even bitterly antagonistic to me from a business standpoint. What I can 
say for myself can safely be said of a very large majority of members of the 
American Ticket Brokers’ Association, which I have the honor to represent before 
yon to-day. 

Now I would like to show this commission something of the character of our 
organization of ticket brokers. This is perhaps best illustrated by our constitu¬ 
tion and by-laws. Our motto translated into English means “ Our protection 
travels with yon,” and illustrates the rule of the association that all transactions 
of its members with the public are guaranteed by the association. 
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The association was organized 22 years ago. I submit a copy of the constitu¬ 
tion and by-laws: 

Constitution and By-Laws of thk American Ticket Brokers’ Association. 1 
[Willi amendments to and including tlic twenty-second annual convention, May 9 and 10,1900 ] 
constitution. 


Article IV —Members. 

1. Any person of good moral character, who possesses the necessary ability and capital, shall be 
eligible’to membership in this association upon payment of an initiation fee, if in the judgment of 
the executive committee the locution will admit of the admission of the applicant. 

•J If the executive committee shall entertain any just or reasonable doubt of the stability of the 
applicant, the committee may impose the condition that he shall have been in business for himself 
for not less than 3 months in the city in which he wishes to locato his office. 

******* 

4. No member shall hold more than 2 memberships for any 1 city, nor more than f> in the associ¬ 
ation 

f> No membership shall he operated except by the member and in the city for which it was origi¬ 
nally issued, except under the provisions of the first section of the fifth article of this constitution. 

* * * * * * * 

Article V — Memberships—Transfer or sale 

1 A membership under w Inch the holder has conducted the ticket-brokerage business for a term 
of not less than (1 months may be sold, transferred, or assigned by its holder to any person eligible to 
membcislup, prov ided l he exe< utiv e committee approves the sale, transfer, or assignment. 

2 The association shall hold a first lien on the memberships for anydebts due the association or its 
membeis All claims against a membership shall boudjustea before It is sold, assigned, or transferred. 

******* 


BY-LAWS. 


* * * 


Article II.— Jjoenl divisions. 

1 In every eitv where there arc 3 or more members, the members shall organize a local division on 
the plan upon vv hicli the majority ot members may agree, having in view the following objects 

(a) I'mloimity of selling lates 

(b) Tliedestniction ot hostile competition 

2 bocal divisions shall he entirely free to adopt such rules and regulations for self-government as 
they may elect, provided they do not conflict with the constitution and by-laws of the American 
Ticket Brokers’ Association 

3 Where there are only 2 memberships, and a division of opinion exists as to forming a local divi¬ 
sion, the members shall refer the matter to the president, who is empowered to decide it. 

4. Any violation of the rules and regulations of the local division nmv be brought through the 
chairman or secretary of such division before the executive committee, which committee is empow¬ 
ered to punish the offender by a fine not exceeding 3100, suspension, or expulsion. 

Ainu i.K III —I intuition fees and annual dues—Publication of applications 
•* * ***** 

3. In cities where 1 or more memberships arc operated, the initiation fee for new applicants shall lie 
40 times the amount of the prescribed fee, as follows: Class A, 81,000; Class B.8600, Class C, 8-100, Class 
I >,3200. 

4. The initiation fees and dues for additional offices shall be the same as those required of new 
applicants 

5 Notice of the filing of applications for memberships in this association, with names of the cities 
for which the memberships are desired, and the full names of the applicants, shall be published in 
at least 1 issue of the Correction Sheet, and no action shall be taken on applications by the executive 
committee within less than 15 days alter such publication. 

Article IV .—Offices 

1. A member desiring to establish an additional office in the city where he is located shall obtain 
the consent of the executive committee before opening such additional office, giving the exact loca¬ 
tion, and make application for admission in the prescribed form. 

2 . The executive committee may grant such membership for the proposed additional office if in 
their judgment the location will warrant the admission of the applicant. 

3 A member desiring to establish an office in another city must obtain the consent of the executive 
committee before opening same and then proceed in the manner prescribed m section 1 of this article. 

4. No memborshall change the location of his office without first obtaining the consent of the 
executive committee. 

5. No member shall conduct his business in anyplace where liquor is sold, nor in anv plaee objected 
to by the executive committee 

* *>**♦* 


'The following extracts from the constitution and by-laws of the American Ticket Brokers' Asso¬ 
ciation will give an idea of its plan of organization, etc. 

UiA--21 
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Article VI .—Rebate and prepaid order*. 

1. All association rebate orders, when properly drawn by members in good standing, shall be 
honored without question. 

2. Rebate orders shall be drawn exclusively upon association blanks, and must be stamped and 
dated with an office dating stamp. 

3. Overdrafts may bo made at the pleasure of members, and subject to mutual agreement. 

4. All overdrafts must be returned for collection to the office drawing same within 90 days from 
date of sale of the ticket. In case this requirement is neglected, the office holding the rebate order 
shall have no claim against the issuing office. 

* ****** 


Article VIII.—-Guaranty. 

1. Every member shall, when requested by a passenger purchasing a ticket, guarantee the same in 
writing. 

2. Upon failure of a member to make good any written or verbal guaranty to a passenger, the same 
shall be done by the association when so decided by the executive committee, the amount to be 
charged to the member. 

3. Whenever a ticket or coupon purchased of a member by a passenger is not accepted for passage, 
through no neglect of the passenger, and the passenger is obliged to pay fare, the full amount of fare 
so paid shall bo returned to the passenger. 

4. Whenever a ticket is sold without recourse, wholly or in part, the same shall be stated in writing 
by the passenger at the time of such sale. 

Article IX.—Arbitration—Costs. 

1. All cases in dispute, whether between members or between patrons and members, shall be 
assigned directly to tne executive committee, as a board of arbitration, from whose decision the right 
of appeal shall lie to the annual convention. 

2. Notice of appeal must be given, and the amount involved deposited in the general office within 
20 days from receipt of notice of the finding. 

3. A member failing to comply within the specified time with the requirements of the decision of 
the board of arbitration, or to file an appeal, shall be suspended from the rights and privileges 
of membership. 

4. A member falling to pay into the general office, within 3 days after notification by the secretary, 
a claim or balance due this association, a member, or patron, shall be liable to suspension. 

6. Amounts so paid into the general office shall be subject to subsequent adjustment, aB provided 
for in the first, second, and third sections of this article. 

6. A fee of $3 and 6 per cent of the award shall be charged against the loser in all cases of members 
against members adjusted by the board of arbitration, and of patrons against members where the 
member loses the case Provided, that should the respondent before trial offer to pay to the plaintiff, 
or admit his liability for, a part of the claim, and the board should find an award for said amount or 
less, the costs shall be taxed on the plaintiff. In case of appeal, the cost for the same to a member 
shall be an additional fee of 86 and 6 per cent of the award. The accumulated charges shall be paid 
by the member losing on the final determination of the case. 

7. Rehearing shall not be granted in any case decided by the executive committee or board of arbi¬ 
tration unless the amount involved is deposited in the general office, and petition filed within 20 days 
from receipt of notice of the finding. 

8. No claim of member against member shall be considered by the board unless filed in the general 
office within 1 year from date of the transaction. 


Article X.- Misdemeanor* 

1. Any transaction between a member and any person or corporation whereby the system of ticket 
brokerage may be liable to injury or degradation, or any act by which a member may suffer detriment 
in his social or financial standing, or be damaged in his business, shall be considered a misdemeanor. 

2. The buying or selling of employees’, complimentary, or stock passes shall be considered a 
misdemeanor. 

3. The attempt by a member to secure the office of another member, or to cause the advancement 
of his rent, shall be considered a misdemeanor. 

4. Any violation of the common law shall be considered a misdemeanor. 

6. The punishment for committing a misdemeanor shall be by reprimand, fine nol exceeding 8100, 
suspension, any one or all, or expulsion, at the discretion of the executive committee. If the offense. 
is of such character as to cause pecuniary damage to either a patron, corporation, or member, the 
executive committee may also require such restitution from the offender as they may deem proper. 

* * ***** 


Article X11 .—Nonintercourse. 

1, No member shall have any transaction of any character whatever pertaining to ticket brokerage 
with a broker not a member of this association nor with a suspended member. The penalty for the 
violation of this law shall be, for the first offense, a fine of 826; for the second offense, a fine of $50; 
and for the third and each subsequent offense, a fine of 8100. 

2. A member joining any other association of ticket brokers shall be suspended or expelled, at the 
discretion of the executive committee. 


Article XIII .—Certificate of membership. 

The secretary shall issue to every member, upon payment of his semiannual dues, a certificate of 
membership, duly attested, which certificate shall be good until revoked by the executive committee. 

Article XW.—lmt, stolen, or fraudulent transportation. 

A member receiving information of any lost, found, stolen, or fraudulent tickets or passes offered 
for sale shall at once notify the secretary (by telegraph if the case is urgent), who shall take immedi¬ 
ate measures to protect the members, the railways, or parties interested. 
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Article XV.—Advertising. 

No member shall issue advertising matterdiscriminating in favor of any other member or members. 
* * * * * * * 

Article XIX.— Association rate book and correction t,heet». 

1. The association rate book shall be issued semiaiThually, m pamphlet form, by the secretary, on 
the 1st day of the months of May and November, or as soon thereafter as practicable. Correction 
-beets shall be issued .semimonthly, on the 1st and 15th days of each month, between the issuesof the 
late book. 

2. Members shall give the regular first-class unlimited, first-class limited, and second-class rates to 
at least 60 prominent points, subject to change without notice. 


Article XXI —Appiate 

1. An appeal may be made from the decision of the executive committee to the annual convention, 
if filed with the secretary within 30 days after notification. 

2. When a fine is imposed and an appeal taken, the amount of the fine shall be deposited in the 
general office. 

Article XXII.— Quorum 

A quorum for business at the annual comention shall be not leas than 25 members 
******* 


Article XXV —Tnsolirnci/ 

Tin* executive committee may suspend a member ujon proof of assignment or insolvency. 

Aktici k XXVI — Com mitt < ( on host lit hymlation 

1 The committee on hostile legislation shall consist, of one member of the association, who shall be 
elected annually by the association in convention assembled. 

2. The compensation of the committeeman shall he #2,500 per annum, and such committeeman 
shall be at the service of the association during the entire year. This committee shall have the 
power to look after hostile legislation in any of the States or in Congress 

3. In the event of hostile legislation in any State, the members in such State, acting under the 
direction of the committee on hostile legislation, shall pay 50 per cent of the expense incurred, and 
the association shall pay 50 per cent 

4 It shall be the duty ol the committee on hostile legislation to submit to the executive committee 
each month a report of the expenses incurred 

* ****** 

To show tho commission now careful the officers of this association are as to 
tlie character of those seeking liiembershh), and to admit only persons of unblem¬ 
ished reputation and known integrity, I submit copies of our application and 
reference blanks. ^ In addition to these precautions, the mercantile agencies are 
called upon for a financial report upon the applicant. [Reading:] 

AMERICAN TICKET RROKHtS' ASSOCIATION 


Application foi mi mbn ulitp 


-,-, J89~ 


The undersigned hereby applies for mcmlx'rship in the Amcrieun Ticket Brokers’ Association, and 
makes true answers to the following questions, or others that mav be asked hv the executive com¬ 
mittee. 

1. Individual name of applicant for membership" ((jive full name i 

2 Name of firm under which business will be conducted' 

3 Give exact location of office City of-, county of-, Stale of- 

4. Will any person or persons other'tiian yoursell have any interest in the ticket-brokerage business 
with you? (If so, give full particulars of names and interests ) 

5. What other business, if any, is or will be conducted in the same office, and by whom 1 ' 

fi. What other business, if uny, do you intend to conduct in connection with the ticket-brokerage 
business? 

7. What amount of money (actual cash) will you now nut into the t ieket- broke rage business 1 ' 

8. Are you now a member of the American Ticket Brokers’ Association? 

? ,?, r w * iat 0,t >' or t°wn do you hold membership? (If more than one, name them ) 

10. Were you ever a member of this association 1 ' 

11 fjo you belong to any other association of ticket brokers’ (If so,gne name of it.) 

12. Have you ever been engaged in the ticket-brokerage business’ 

13. At what point’ (If more than one,name places and length of time in each.) 

14 Yvhat was your business or occupation immediately preceding your present one, and on what 
account did you leave it? 

15. Whatisyourpresentoccupation, besides the ticket-brokerage business? (If more than one. name 
them. 

10. Where were you born’ 

17. When? 

18. How long did you reside in your native place? 

19. Marired or single? 

20. Have you ever been bankrupt or Insolvent? 

21. Did you ever compound with your creditors? 

22. If so, state whether now discharged, and in what manner. 

28. Give particulars and amount of anv debt or liability you are under, and state if you are indorser 
or surety for anyone, jointly or individually, and to what extent. 

24. What resources, If any, have you outside of your investment in the ticket-brokerage business? 

H encumbered, state now and to what extent. 

26. Give names and addresses of one banker and two merchants lo whom you can refer. 
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27. Give names and addresses of three members of the American Ticket Brokers’ Association to 
whom you can refer. 

28/Havo you read the constitution and by-laws of the American Ticket Brokers’ Association? 

29. Do you assent to its provisions and agree to be bound thereby? 

30. Do you understand and ogreo that any false statement or any misrepresentation in answering 
any of the foregoing questions, or any others relating to them, renders any membership obtained 
upon this application null and void? 

31. (Applicant will sign here.) 

NOTH TO APPLICANTS 

Each and every' question must be fully answered, and full name given wherever indicated. Failure 
to do so will delay the application. 

No alterations or erasures will be permitted. 

The Information required in this application is for the benefit of the executive committee alone 
and is strictly confidential. 11 is essential to the maintenance of a high standard of membership, and, 
as it is verified from other sources, it is expected that applicants will make their answers us complete 
and specific as possible. 

To be filrd at the general office. 

No. of application,-. No. of membership,-. 

Application published in correction sheet Nos.- 

Class-. Initiation fee received, $-. Date received,-, 18—. 

it. G. Dun & Co.’s report, dated-, 18—, attached. 

The applicant is required to give the names of tlirco ticket brokers as a refer¬ 
ence. The following reference blank is sent to those ticket brokers (reading): 

THK AMERICAN IK'kKT BKOKKRS’ ASSOCIATION. 

Member's reference blank. 

^ [Confidential ] 

Dkar Sir: M-, of-, is an applicant for admission to this association at-, and 

refers to you for recommendation It is understood this reference docs not imply an extended 
acquaintance or an expected indoisemcnt, but is simply to enable thecxecutive committee to secure 
as complete information as jMissible concerning the character ol the applicant. 

Will you therefore please fill up the subjoined blanks at your earliest convenience and return to 
the general office? 

Respectfully, 

Sen elu rtj of E rent ft re ( v m m Met 
(Dut'U here) --. 18% 

1. How long have you known the applicant'’ 

2. What are the nature and extent of the dealings you have had with lmn ’ 

3. Has he always been prompt in remitting'/ 

To what extent would you be willing to credit him m an ordinary open account? 

5. Give a general summary of your knowledge of the applicant and your estimate of his character 

6. Understanding the high standard of membership sought to be maintained by this association, do 
you, on the basis of your knowledge, recommend the applicant for admission? 

(Signed)-. 

This is the reference blank sent, to bankers ami merchants, etc., that are usedtis 
references (reading): 

. AMERICAN TICKET BROKERS* ASSOCIATION 

Reference blank 
[Confidential ] 

Dear Sir: -, of-. is an applicant for membership in this association at-, and 

refers to you for testimony as to his character and commercial integrity. A reply to each of the fol¬ 
lowing questions is requested at your earliest convenience, for the information ol the executive com¬ 
mittee only, with the understanding that your answers will lie held strictly private and confidential, 
and that they are not to make you in any way responsible. 

It is the aim of this association to admitonly those of good character and commercial integrity, with 
sufficient judgment to enter into no contracts which they are not reasonably willing and able to fill, 
and these qualities weigh more with the committee than abundant capital in unscrupulous and 
doubtful hands. 

Very respectfully, -, 

Secretary of the Executive Committee. 

(Date here)-, 189—. 

1. How long have you known the above-named applicant? 

2. What opportunity have you had to form an opinion of his character and commercial Integrity? 

3. Are you related to him through . mily ties? 

4. Where has he been located since you have known him? 

6. In what business has he been enguged since you have known him ? 

6. Has he, to your knowledge, over been suspected of fraud, dishonorable or improper conduct, or 
of being addicted to gambling, speculating, or drinking? 

7. Has he, to your knowledge, any unsettled debts or claims? 

8. Has he been prompt in settling his current expenses or other debts? 

9. Has ho ever been dismissed from any situation or engagement? 

10. If so, under what circumstances? 

11. Has he been extravagant in his habits or lived beyond his means at any time? 

12. Have his associates been persons of gixxl character and habits? 

13. With this understanding of what is sought, do you recommend the applicant as a pioper subject 
for membership? 

(Sign here)-. 



F. T. LIKDENBERGER:—TICKET BROKERAGE. 


325 


Education in a ticket broker’s office is a very .common stopping stone to employ¬ 
ment in the passenger departments of railways. Several prominent railroad men 
holding very high positions to-day received their first education in the railway 
ticket business behind a broker’s counter. 

The fact that a man has been a ticket broker does not act as a bar against his 
securing a place of trust and responsibility with railways, quite the contrary 
being the fact. 

While our association holds all members to a strict accountability for their acts, 
we unfortunately can not control every person who chooses to go into the ticket 
business. There are renegade ticket brokers just as there are rascally men in 
every calling. The buzzard and the ticket crook will operate in spite of us and 
of the law, and an antiscalping law would be no check to this character of 
offenders. 

Our association recently made the following offer of reward for the apprehen¬ 
sion of persons who do a dishonorable business in the manipulation of railroad 
tickets [reading]: 


American Ti< kit Brokers' Association, President's Office, 

SI f.oni«, Mo , Ikccnilur 15, l!K.O. 


Firehundud dolling meard 


Announcement having been made that the Association of i.Vnernl Passenger Agents hosappolnted 
it (oimuittee with power to pioceed to pioseeuto pel sons who may he guilty ot the forgery of railway 
tickets or the criminal manipulation of passage tickets, it is proper to state that the American Ticket 
Brokers’ Association is In hearty nceotd with the mowed purpose o| this movement 

If it is true, ms claimed by these passenger men, that there are ticket brokers who are engaged in 
ruminal practices, the sooner such persons are in prison the better for the railways, the traveling 
public, and all honest men engaged in the ticket business 

With an earnest dcsiie to assist in clearing the country of every disreputable character engaged in 
handling railway tickets, I am authorized, by and on behalf of the American Ticket Brokers’ Associ¬ 
ation, to make the following oiTcr. 

For the arrest and conviction, hi a court of competent jurisdiction, of any member of the American 
Ticket Brokeih’ Association who is guiltv of the crime ol forging a railway ticket, or who 1mschanged 
the destination of a mil waylicket with intent to delraud, we will pay the sum of Jar hundred dollan. 

For the arrest and conviction of any held broker who is not a member ol the American Ticket 
Bickers’ Association, who is guilty ot forging railway tickets, or changing the destination on a rail¬ 
way ticket with intent to defraud, we will pay the sum ol twohundud dollar« 

Simon Steiner, President, 

For the American Ticket Brokers’ Association. 

This offer of reward has been very generally circulated, and with the reward 
circular a copy of the following letter of our secretary was mailed to every broker 
in the United States [reading]: 


Amerii vn Tn ket Brokers’ Asso< minx, Ueserai, Okfkk, 

Jjitmrdb, Ky, December :to, 1900 


[Howard circulars.] 


To ticket brokets: 

Vou are earnestly requested tosceme the publication of the nirliwd circular m as many of your 
local papers as possible 

In offering tins reward ior the prosecution and conviction ol ticket swindlers, the American Ticket 
Brokers’ Association proposes to prove to the world that the slanderous stones constantly put in cir¬ 
culation by certain railway officials—to the effect that it Is the general practice with ticket brokers 
to forge and alter railway tickets—are infamous falsehoods, invented and circulated for the express 
purposed' creating a public feeling against ticket brokerage and to so frighten timid travelers that 
they will buy direct at the various company offices, instead of making a saving by patronizing 
brokers. 

This circular is also intended as a warning to any ticket broker who may be tempted to dishonest 
practices that the association is in deadly earnest and will spare neither onergj nor money to put 
him out of the calling lie has disgraced. 

The honest and reliable broker can not afford to have reproach cast upon his calling by the rascally 
transactions of any crook who may put out a sign as a ticket broker and profit by swindling those 
wiio from previous experience have reason to expect honorable treatment at any ticket broker’s 
counter. To the end that the business may be purified of all unworthy character, the American 
Ticket Brokers’ Association now asks, and confidently expects to receive, the hearty cooperation of 
every honorable person in the business. 

By order of the executive committee" 

W. B. Carter, Secretary. 


EFFECT ON PASSENGER TRAVEL, INTERSTATE AN1) INTRASTATE. 

As passenger travel is always stimulated by reductions from ordinary fare, I 
should say that the effect of ticket brokerage is to increase travel, both local and 

interstate. 
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BROKERAGE SUPPORTED. AND ENCOURAGED BY RAILROADS. 

The growth and development of ticket brokerage to the immense proportions 
it assumed from about 1876 to 1896 was due almost entirely to the direct encour¬ 
agement and support of railways. Nearly every railroad of importance employed 
brokers; and when they could not make satisfactory arrangements with established 
offices, new offices were opened. 

When I became a ticket broker, 19 years ago, I started out with the regular 
issues of 3 lines of railways and in the following years dealt on the most fnendly 
terms with all the great lines that looked to Detroit for business. My experience 
is similar to that of brokers in every part of the country. 

The purpose of using brokers by railway lines is no doubt to get competitive 
business which they are unable to reach by ordinary means. 

Brokers who have been long established control a large trade that can be 
influenced by reduced fares. New lines, desiring quick introduction to the pub¬ 
lic, commonly place tickets with brokers. After their purpose is accomplished 
and their trade is built up to the desired magnitude, it is not uncommon for these 
lines to join the hue and cry against the very source of their success. 

The weaker lines, failing to secure a living share of passenger traffic, frequently 
find that their only means of escaping the receiver is to call in the help of the 
ticket broker. With correspondents in every part of this great country, it is not 
difficult for ticket brokers to quickly influence a large passenger traffic over any 
line where the cost of tickets is sufficiently low. 

STATE LAWS PROHIBITING TICKET BROKERAGE. 

With the concentration of railway interests, the forming of pools and traffic 
associations, a system of persecution was inaugurated against ticket brokers. 

The legislatures in all the States of the Union have been solicited time and again 
to pass “ antiscalping ” laws. In but 10 States have the opponents of brokers 
succeeded in passing bills of this character. In 2 of these States the law has 
since been declared unconstitutional. After years of the most strenuous effort 
our enemies have but 8 States to their credit, while the rest (some 37) are clear 
from laws so antagonistic to all rules of right and justice. In the 8 States the 
law is so extremely obnoxious t > the public that it is entirely inoperative except 
in the city of Philadelphia. 

In Congress the fight has raged for a dozen years. Four years ago for the first 
time, after repeated failures, the advocates or this bill secured its passage in the 
House, but it failed of consideration in the Senate. Two years ago the bill was 
again voted upon in the House and won by a vote of 119 to 101, but again the Sen- 
ato refused to vote upon the bill. 

It is a fact worthy of note that the times selected to pass “ antiscalping ” bills 
in Congress were directly after Congressional elections. The bill is very unpopu¬ 
lar with the people, and the Congressman who would vote for it stood the cnance 
of losing the support of a large number of his constituents. 

Our opponents have claimed some 381 newspapers as opposed to ticket scalping. 
I have not the statistics—but they are easily obtainable—of the vast number of 
newspapers there are in the United States, and if only 381 of the entire number 
advocate an antiscalping law, it certainly does not speak very well for the propo¬ 
sition. The articles in these papers, as shown by the clipping bureaus, were 
nearly all from the same pen, it having frequently occurred that the same article 
would appear as an editorial expression simultaneously in 40 or 50 papers. 

To show how the independent press views this subject I will read you a few 
clippings from editorial opinions in papers representing various parts of the coun¬ 
try from New York to San Francisco [Reading]: 

[Syracuse (N. Y.) Evening News, February 2,1897.] 

Congressman Poole Is being flooded with telegrams from business men in Syracuse to oppose Con¬ 
gressman Sherman's bill prohibiting, except under restrictions, the resale of special rate tickets over 
the railroads. The bill is dearly against tho interests of the people, although it may have some 
desirable features. Congress will do well to " go slow ” on this matter; it has u suspicious parentage. 

[The Denver Republican, February 9,1897.] 

THE SCALPERS AND THE RAILROADS. 

The action of the Senate Committee on Interstate Commerce, which yesterday decided to postpone 
action on the so-ealled antiscalper bill, at least until the next session, ought to be a lesson to the 
railroad managers who were eagerly clamoring for protection from the ticket brokers. The decision 
of tho committee is, in effect, that the railroads should come before Congress with clean hands. 
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They have done all they could to defeat, nullify, and overthrow the interstate-commerce law and 
are still evading and defeating its provisions in every way possible. They are unwilling to allow any 
protection to be granted to the public and still demand that they themselves be protected from the 
ticket brokers by an amendment to the law which they themselves condemn. 

While the ticket brokerage system may be an evil in principle, it is not practically the only avenue 
by which the public is able to profit by the competition between the railroads. When the railroads 
quit com Dining and abandon underhand methods there will be small need for abolishing scalping. 

[The World-Herald (Omaha), February 10,1807.] 

SCALPED THE ANTISCALPERS. 


The antiscalping bill has been laid to rest by the Senate, and the railroad lobby that had it in charge 
has turned its attention to other things. It became evident that the House would not sanction the 
measure when it came from the Senate, so the Senate committee quietly gave it its quietus. There 
never was any real reason why such a bill should be introduced into the National Legislature, and 
the only possible excuse for its introduction may bo found in the attack made upon ticket brokers by 
the last report of the Interstate Commerce Commission. Had the proposed antiscalping bill become 
a law, it would have served to throw further restrictions around travel, and there are enough of these 
at the present time. A railroad ticket belongs to the purchaser, and there seems to be no good rea¬ 
son why he should be prohibited from selling it if ho concluded not to use it or any portion of it. To 
prohibit him from doing this would lie about as sensible as prohibiting a mail from selling some fur¬ 
niture for which he had no use to a second-hand dealer. The antiscalping bill had its origin in a 
desire upon the part of passenger-traffic managers to secure a firmer hold upon the traveling public 
and force it to yield to tne exactions of passenger pools. 

[Syracuse (N. Y.) Herald, January 23,1897 ] 

ReprescntativeShcrmun'sbill to prohibit by severe penalty the sale of railroad tickets by “ scalpers ” 
ought to be “ killed.” A railroad ticket, paid for at a certain rate per mile, ought to be good until It 
is used, no matter by whom used, if it has been fairly bought. Wc arc glad to leam that Major Toole 
will vote against the bill. It is a railroad job. 


[Chicago Evening Journal, February <», 1897.] 

ABOLISHING SCALPING TO PROTECT THE PUBLIC. 

The Trlbuno has made a few mistakes in its efforts to aid in abolishing the traffic in railroad tickets. 
It says the Sherman bill, making the operation familiarly known as‘‘scalping” a penitentiary 
offense, is in the interests of public morality, public convenience, and fair treatment. Not one of 
these statements is correct. The public morals have not been undermined by the liberty to buy and 
sell property. The public convenience has not been sacrificed; if it hud been, the business would not 
have continued 21 hours. And certainly there is nothing unfair about being able to get your money 
back on a ticket when you are unable to enjoy the privilege you have purchased. 

The consideration of morality is a queer point to raise in the interests of the railroads. The com¬ 
panies’ agents have, however, succeeded m making the Baptist Young People’s Society believe there 
Is something immoral in selling property if you have bought that property from a railroad company 
which has an interest in extending its control over it after it has passed beyond the railroad’s owner¬ 
ship, and the statement of the society is cited by the Tribune to show how immoral the practice is, 
though no account is given of how the society arrived at its conclusion. 

When a railroad sells a round-trip ticket it would rather have the return portion lapse. Where the 
holder seeks to have it redeemed the sum of the local rates is often computed, and lie is lucky if he 
doesn’t find he really owes the company. The offer to redeem means little, and the only way to get 
fair treatment is to sell the unused portion of the ticket to a broker. 

Extensive privileges are given railroads to secure competition between them. They accept the 
people’s property and form pools. These pools kill competition and are unlawful. Some of the 
weaker lines keep the spirit of the law by violating the unlawful contract and giving large numbers 
of their tickets to brokers to dispose of. In this way the people get some of the advantage of the 
competition the pooling agreement seeks unlawfully to'kill. Anything violent, or vicious, or criminal, 
or unlawful in this? The Sherman bill not only attempts to deprive a large number of cit^ensof 
their means of livelihood, but to cut off the public from a convenient and lawful and perfectly moral 
way of getting its rights from the railroad companies, which seek to withhold them. The lobby of 
30 lawyers the companies sent to Washington to rush the bill through without giving the brokers a 
chance to present their side of the case deserves ignominious defeat. 

[Addison (N. Y.) Advertiser.] 

AN EVIL TENDENCY. 

Legislative lunacy is an appropriate name for what is troubling some of our lawmakers. A bill 
lately Introduced in the lower House of Congress Is an illustration of that malady. The author of 
tins measure seems to be actuated by a desire to make his name immortal. 

The milk of the cocoanutis compressed in the second and third sections of the bill. The second 
section forbids any person, no matter what may be his condition or .circumstances, from selling or In 
any way disposing of a railroad ticket or mileage book, except by gift, and the third section imposes 
u penalty of SI ,000 and Imprisonment for not more than 1 year for a violation thereof. 

Have railroad companies become so helpless that they need to call in the strong arm of the Con¬ 
gress of the United States in order to save themselves from the burden of carrying a poor man for the 
same price they have contracted to carry a rich man? 

Such legislation, though generally couched In language intended to deceive the public as to its 
tnie intent, is but Rn effort to aid rich and powerful corporations to reap a reward at the expense of 
the common people. 

The time is not far distant when those who do the bidding of the corporations and disregard the 
interest of their constituents, whose votes elevated them to a position of power, will meet the con¬ 
demnation they so richly merit. 

Public sentiment and the good sense of the majority of the present Congress may be trusted to 
stamp out any such measure as the one proposed. 
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[Toledo (Ohio) Commerciftl, February 8,1897.] 

Borne of the railway passenger agents express little hope of the passage of antiscalping bill. The 
measure is one of class, directed against sj>ecial interests, that should not become a law. 


[Staunton (Va.) Argus, February 9,1897.] 


CHOKE OFF THIS BILL. 


Tho people at large have not asked and do not want such a law. It was conceived and is being 
worked by and in the interest of the railroad companies, and the true representatives of the interests 
of the people should vote it down in whatever form it is presented. All classes would suffer from 
such a law save the wealthy. The merchant, the commercial traveler, the artisan, the laborer, ami 
middle classes generally recognize ami appreciate the saying made them through ticket brokerage. 
It means a day’s wages to many in these tight times. A constitutional ijuestion arises here—whetner 
declaring a chosen vocation to be illegal is not destroying a vested right. 


[Daily Times-Herald (Dallas, Tex.), February 2,1897 ] 


THE “ RAILROAD SCALPERS*' MILL. 


There is ft bill pending in Congress entitled “ An act lo regulate commerce,” and which has been 
reported favorably by the Commute on Interstate and Foreign Commerce. The object of tho bill is 
to prohibit tho business of scalping railroad tickets and to punish the party who undertakes such 
business. 

Outside of the question of the constitutionality of such a measure arises that of tho expediency and 
the justice of tho proposed legislation. The business of the scalpers would seem to be ns legitimate 
as any other avocation. It is true that round-trip tickets, mileage tickets, excursion tickets, and the 
like aro sold by the railway companies at a discount under certain conditions, but to make the pur¬ 
chaser and the seller of the unused transportation guilty of a crime is not only going too far, but 
would bo shamefully oppressive and outrageously violative of justice. The baker, the butcher, the 
grocer, the restaurateur, aud other people and firms and corporate bodies do frequently issue return 
tickets, coupons, etc. They have and set a price upon their property thus sold in lump; they receive 
the spot casn for the same, while the purchaser takes all the chances of loss, in its manilold ways. It 
is a neutrality of contract in one sense, and yet it is in many respects a one-sided affair for the very 
reason that the buyer never gets value received unless and until all those chances have been removed 
by the possession or use of the property. In the matter of travel the buyer of transportation assumes 
numberless risks. Now, to at all equalize the matter, it is but right that the seller, that the railway 
company, in the special subject now under review, should honor this obligation to furnish that which 
wus bought and paid for, whenever presented A bank note goes out ii|wm the world, and if A pre¬ 
sents the one-half of it and B the identified other one-half, each should receive the quantum due to 
each. And so witli a transportation ticket, if A uses it to a certain extent, to one point, B should in 
all justice be allowed to use it for returning. 

From another point of view, the convenience and the saving to thousands of travelers, on whom it 
is incumbent to economize every dime, is a matter that deserves consideration. The richer classes 
and the favored ones can better afford to expend more, and buy at first hands if they choose, but to 
tho poorer these out rates are boons, while to those who sell then* is just that much saved. 

And yet, in view of ail these things, it is proposed that the great National Congress, supposed to 
represent the people, should indulge in such legislation as to make a citizen guilty of a crime with 
penitentiary punishment simply because ho sells or buys an unused transportation ticket. It would 
seem that where the companies receive their quid pro quo in advance and have fully protected them¬ 
selves, the legislation should rather bo for the protection of the feebler individual in getting back, in 
some shape, what he has paid for, since he, at least, has obtained nothing under false promises. 

There are articles of a similar nature, many of them very strong, from the 
Piqua, Ohio, Morning Dispatch; Meadville, Pa., Messenger; Chicago Evening 
Journal; Kansas City Star; Syracuse, N. Y., Evening Herald; Salt Lake City 
Tribune; Arkansas G-azette; Charleston, S. C., Post; Grand Junction, Colo., 
Daily Sentinel; Detroit Evening News; Grand Rapids, Mich., Herald; Buffalo 
Evening News; Youngstown, Oliio, News; Dallas, Tex., Herald-Times; Memphis 
Commercial Appeal; Hagerstown, Md., Morning Herald; White River Junct’on, 
Vt., Landmark; Louisville, Ky., Courier-Journal; Omaha World-Herald; Chat¬ 
tanooga Times; Duluth Evening Herald; Duluth News Tribune; Cleveland Plain- 
dealer; Denver Republican; Wheeling Register; Sioux City Journal: Richmond 
State; Cleveland Leader; Roanoke, Va., Times; Baltimore Morning Herald; New 
York World; St. Louis Star, and from other newspapers all over the country. I 
will simply file the printed copy, because I would weary the commission by the 
repetition of these ideas. 

Perhaps the strongest factor the advocates of the antiscalping laws have had 
to contend with is the intense opposition to laws of this character evidenced 
by the great masses of the people and especially by societies of organized labor. 

I have here a pamphlet published in 1898, when this subject was under discus¬ 
sion in Congress, giving the protests from legislatures, traveling men s societies, 
and, I might say, almost every labor organization in the United States, with the 
single exception of the distinctively railroad organizations. I recall a conversa¬ 
tion with the president of one of tne great railway labor organizations. I hap¬ 
pened to meet him by accident. I said to him. Why did your people pass that 
resolution asking Congress to pass the antiscalping bill? He colored and said: 
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•‘Well, the conductors asked us to do it.'' After some little conversation he brought 
his fist down upon my counter and said: “When I buy a railroad ticket, that 
ticket is mine and I have got a right to do what I please with it.’’ 

And although these railroad organizations have passed resolutions of that kind, 
I do not believe there is a single individual member, who has given the subject 
any thought, who does not believe that when he buys any railroad ticket he has 
a right to do what he pleases with it, 

Q. (By Mr. Kennedy.) What are the names of the labor organizations?—A. I 
win give yon some specially. The American Federation of Labor, with a mem¬ 
bership of very nearly a million at the present time, I think—they claim to repre¬ 
sent 2.000,000—have at their four last annual conventions condemned this bill 
in every shape. 1 will give yon a specimen. Two years ago in Detroit the Amer¬ 
ican Federation of Labor passed the following resolution [Reading]: 

Whereas one cf the first hills introduced in the present, the Fifty-fourth, t’otiyress is a measure 
known hh un “ antisealping” bill, the provisions of winch make it a crime punishable by heavy tine 
ami imprisonment for any person other than an agent authorized by a transportation company to 
sell a passage ticket, or for any person to buv a ticket except from such agent; ami 

Whereas bills of similar character lm\e been belorc Congress nearly evciy session for the past 10 
years, urged solely by the great trusts and illegal trutile associations and kindred interests, and have 
tailed ol Huai passage beennseot the fact that in tin* Tinted Stales Senate and House of Representa¬ 
tives there are still inanv staunch champions ot right, who have listened to the unanimous protest of 
organized labor and fought loyally lor the liberty and property rights of the common people: There¬ 
fore be it 

Resolved, That the American Federation of Labor, in tills its nineteenth annual convention assem¬ 
bled, hereby rcatlirins the ie.solid ions <>i the seventeenth uml eighteenth comenlions denouncing 
"aiitisealping” legislation, and we now cull upon all United States Senators and members of Con¬ 
gress who place the rights and be*t interests ol the great masses of the neople before that of trusts, 
corporations, and inono]«Mies to bury this inlamous bill, and others of like character, m an oblivion 
so deep that then* will be foi it hereafter no resurrection 

At the last meeting of the federation, in Louisville, in December. 1900, the fol¬ 
lowing resolution was adopted. This is a certificate from the secretary [reading]: 

Washington, I) C , January IS, luol 

To whom it may concern 

Tins is to certify that ut the twentieth annual coiiwntion ol the \meucau Kedeiation of Lahorthc 
following preamble and resolutions weie unanimously adopted 

Whereas the so-iailed “nntisralping” bill, winch has been denounced bv resolutions m the three 
lust annual eomciitionsof this organization, is before the Committee oil Foreign and Interstate Com¬ 
merce of both Houses ot Congress Theieiore he it 

Resolved, That the American Fedeiatmnof Labor, ill this its twentieth annual session assembled, 
again declares unalienable opposition to the letter and spirit of this bill 

Rcsvlud, That the members of oui legislative committee ho, uml are hereby, instructed to oppose, 
by all honorable means, the passage by Congress of this bill, or any other bill jmbodjmg the same 
principles. 

Fkank MoaaisoN, ftvutaty -1 F of L. 

The general assembly of the Knights of Labor that met in Birmingham, Ala., 
November 13-17. 1900, adopted the following resolution [reading]: 

Whereas the so-called anti seal pmg lull was introduced into lioth Hoiiscmii the present session of 
tins, the Fifty-sixth, Congress, mid 

Whereas this bill proposes t<> make criminal and punish bv heavy line ami imprisonment the act of 
selling a railwa> ticket unless the party so selling has written authontj from a corporation control¬ 
ling railway s; and ‘ , 

Whereas the provisions of this bill would convert an innocent act into a new crime or take from 
the citizen Ids liberty and rights of pioperty guaranteed under tlx- Constitution, invest corporations 
with a sovereign and oppressive power, strip the State ol jurisdiction, and confer it upon the Federal 
courts Therefore be it 

Resolved, That the order of the Knights of I>abor in general convention assembled denounces this 
hill as a strictly corporation measure, designed to throttle competition, make easy the maintenance 
of pool and illegal traffic associations and combinations, and to force those who pay lailway fares to 
submit to the prices fixed by these trusts 

Resolved, That we hereby enter an earnest and emphatic protest against the passage of this bill or 
any other measure embodying the same principles, and urge all members of Congress who desire 
to truly represent the people to use their best efforts to prevent a measure so antagonistic to all right 
and justice from becoming a law. 

Resolved, That the secretary he, and is hereby, instructed to mail a copy of these resolutions to each 
member of Congress. 

The National Building Trades Council of America, in convention at Milwaukee, 
passed the following resolutions January 12,1900 [reading]: 

To whom It may concern 

The following isa copy of the preamble and resolutions passed by a unanimous vote of the National 
Building Trades Council of America January 12, while assembled in annual conventional Milwaukee, 
Wis. 

Whereas there lias been introduced by Senator Gear, of Towa, in the United States Senate, and Con- 

f Tessraan Sherman, of New York, m the Home of Representatives, measures known as "antiscttlp- 
ng” bills; and 

Whereas the purpose of these bills is to abolish, through the Federal courts, the business of offices 
selling railway passage tickets at reduced rates, and force upon all who travel and pay their fare the 
rates fixed by illegal pools and traffic associations; and 
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Whereas these bills provide a heavy fine and imprisonment for any person to sell a railway ticket 
unless he has a certificate of authority from a transportation company, thus conferring upon corpo¬ 
rations a sovereign power: Therefore, be it 

Resolved, That the National Building Trades Council, in this its annual convention assembled, 
declare these bills to bo trust measures of the most offensive character: that it is class legislation, 
and a dangerous menace to the liberty of American citizens and to individual property rights. 

Resolved, That wo request all labor organizations and kindred interests to unite with us in urging 
upon Congress the intense opposition to this obnoxious trust measure felt by the wage-earners of 
America. 

Resolved , That the secretary be, and he is hereby, instructed to mail a copy of these resolutions to 
each member of this the Fifty-sixth Congress. 

Respectfully submitted. 

H. W. Stkinbiss, General Secretary-Treasurer. 


The printers and, in fact, all of the great labor organizations of this country have 
adopted similar resolutions. 

Now I wish to refer to matters and statements that have been made before 
this commission. In looking over the testimony of several distinguished railroad 
men who have appeared and testified, I find the only case where anything like 
specific charges against the practice of ticket brokerage have been made is in 
tne testimony of Mr. Blanchard. I will try to reply to these charges in the same 
order in which they appear in the printed proceedings. 

As to the statement that the laws of 10 States prohibit ticket brokerage, it is 
sufficient to reply that in 36 States the legislatures have refused to pass similar laws, 
that in 2 of the 10 States where such laws have been passed the highest courts of 
the States have declared the acts unconstitutional, and that in the 8 States where 
the law exists it is inoperative. As to the fact that a law exists in Canada pro¬ 
hibiting ticket brokerage, I will say that at the time this law went into effect 
•there were but 3brokers in the Dominion, 2 in Toronto and 1 in Montreal. No 
resistance could he organized to show the case from the standpoint of the broker. 
But at that time and for many years after the Canadian roads openly paid com¬ 
missions to brokers in the United States and it is probable they are doing so to¬ 
day. Tho traffic in tickets by individual passengers and by hotel clerks is common. 
I have never heard of a prosecution under the law. 

The advocates of an “antiscalping” law have laid great stress upon the 
recommendation of the Interstate Commerce Commission, in December, 181)6, 
that a law be enacted prohibiting tho sale of interstate passage tickets except by 
authorized agents of the railways. That was 4 years ago. Three annual reports 
have since been filed by that commission. All the principal subjects relating to 
transportation liavo been exhaustively treated in these reports, except that of 
ticket brokerage. This omission appears very significant. It is not the result 
of accident or oversight. The commission has chosen to ignore the subject. Is 
it not probable that a closer acquaintance with the objects and methods of those 
who are so loudly calling for the scalp of the broker has taught them the error of 
their earlier judgment, and convinced them that the power an antiscalping law 
would place in tlie hands of tlio managers of tho great pools and traffic associa¬ 
tions could be, and would bo used to the detriment of the people? 

Mr. Blanchard says in his testimony that the best moral sense of all the com¬ 
mercial world is against the business of ticket brokerage. To give the commis¬ 
sion an idea of how the “ best moral sense of the great commercial world ” was 
secured, I call your attention to the following circular, which was sent out from 
this city by a committee employed to urge upon Congress the passage of the 
so-called “antiscalping” bill during the session of 1897-98 [reading]: 

“Antisoalpino Bill Headquarters, Shoreham Hotel, 

“ Washington , D. C., December 10,1897. 

“Mr. L. P. Farmer, 

“ Commissioner, lift Liberty street, New York. 

“ Mr. N. E. Weeks, 

“ Chairman N. E. Passenger Association, Boston , Mass. 

“Mr. F. C. Donald, 

“ Commissioner, Central Passenger Association, Chicago. 

“ Mr. B. D. Caldwell, 

“ Chairman Western Passenger Association, Chicago. 

“ W. W. Kent, 

“ Chairman, 7S3 Security Building, St. Louis. 

“Joseph Richardson, 

“ Chairman S. E. Passenger Association, Atlanta, Oa. 

“Gentlemen : The House Committee on Interstate Commerce will give a hear¬ 
ing on the antiscalping bill on Friday, December 17. This committee consists of 
17 members, 8 of wnom, viz, Hepburn, Fletcher, Sherman, Wanger, Joy, Corliss, 
Bennett, and Stewart, served in the Fifty-fourth Congress and were favorable to 
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onr measure. The other 9 members, viz, Simpkins, Davy, Henrichsen, Adamson, 
Barham, Hawley, Mann, McAleer, and Davis, aro new members who have as yet 
been untried, and on these latter-named gentlemen it is absolutely necessary that 
all possible influence be brought to bear by telegrams or letters before the date of 
meeting to secure their favorable cooperation in passing the bill favorably from 
the committee to the House calendar. Can I therefore suggest that you will pro¬ 
mulgate this information to each and every member of your association, in order 
that they may take immediate action? 

“ I would also request that correspondence bo opened at once with the president 
or secretary of each and every society, organization, etc., requesting reduced rates 
for conventions and meetings, with a view that yon secure the aid of said organ¬ 
izations in passing favorable resolutions, addressed to Senator Cullom and Repre¬ 
sentative Hepburn, and also for individual letters from prominent members 
of said organizations, addressed to their respective Senators and Representatives, 
and, so far as possible, keep this office advised of action taken. 

“ The enemy are sending in petitions from minor labor organizations and letters 
from country merchants and various persons in opposition to the bill.” 

(1 know in Michigan we had everyone—the legislature and the governor . every 
commercial organization in the city of Detroit, the mayor and city council, the 
board of trade, the merchants and manufacturers’ exchange, all of the banks, and 
all of the commercial-traveling and labor organizations—protesting against this 
bill. I do not know whether they would resent the imputation that they were 
country merchants or not.) 

(Reading:! “After action on the 17th it maybe necessary to again organize 
throughout the country for an aggressive campaign in securing petitions in every 
town along the lines of railways, 

“Should this plan bo adopted, and 1 hope it will, it would bo wise to have each 
local agent instructed to secure at the head of each petition the name of the most 
prominent man in his town, inasmuch as the Congressional Record reprints the 

petition, as follows: ‘Petition from John Brown and 2!> other citizens of- 

town.' You will understand by this that the leading man should ho one of influ¬ 
ence, in order to command attention. The agent should also he instructed to 
totalize the number of names on each petition and forward a postal card to this 

bureau, stating as follows: ‘ Petitions of Jolm Brown and-others forwarded 

to Senator-and Representative-this-date.’ This is essential, 

inasmuch as we propose watching the Record, and if within a reasonable time the 
petition is not shown in the Record we will undertake to follow it up by a personal 
canvass and secure its recognition. 

" This work is most useful, as from time to time we are enabled to show the 
chairman of the committee in the House and in the Senate, or the Senator or 
Member in immediate charge of the bill, the totalization of people who are in 
favor of the measure.” 

(This shows tho methods by which the petitions in favor of the passage of that 
bill were obtained. An agent of a railroad company in a country town, probably 
tho most important man in the town, had instructions to obtain these signatures 
and he got them; his job depended upon it.) 

(Reading: | “ The, cooperation of the clergy is essential, provided they largely 
dwell upon the fraudulent character of the ticket-scalping business; also from 
leading merchants, manufacturers, editors, and other influential citizens. 

“If we could receive copies of letters from the most influential clergymen and 
merchants for publication in circular form it would bo most beneficial. 

“The scalpers are here in force and are systematically organizing a strong 
opposition.” 

(The force of the ‘ ‘ scalpers ” consisted of two men, representative ticket brokers. 
One was from Chicago and one from St. Louis. They were here simply to pre¬ 
sent the case before the committees of Congress and to explain the business of 
ticket brokerage, of course, to any members who might be willing to listen to 
them.) 

[Reading:] “I trust that all members of your associations will not overlook the 
tact that unless the hill is passed in both Houses this session it will be, in our 
opinion, almost impossible to secure favorable action for some years. After the 
close of this session the members then commence a strong canvass for reelection, 
and unless the feeling is overwhelmingly expressed in our favor they will be 
lukewarm in order to avoid criticism from the opponents of the measure in their 
respective districts.” 

(It cost votes, and, as I explained in my testimony before, the two notable 
attempts that have been made to pass this bill were sprang directly; after an elec¬ 
tion. A Congressman then had two years before him anyway, and his constituents 
would probably forget all about it before the next election.) 
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[Reading:] “We would also respectfully request that all general passenger 
agents, in addition to the instructions given to local agents, will thoroughly can¬ 
vass the matter with the traveling passenger agents to promulgate this measure 
throughout the country, securing whatever aid they can with business people 
generally, and also to closely work up the matter with local agents. 

“ In order to thoroughly acquaint the traveling passenger agents with the bill, 
principles of same, etc., we would suggest that each general passenger agent call 
his force together and advise them fully upon the necessity of careful and effi¬ 
cient work. 

“At some length we have outlined the general work required, feeling assured 
of the hearty cooperation of all officials of the railroads throughout the United 
States. 

‘‘ Very truly, yours, “ M. C. Roach , 

“Jab. V. Mahoney, 

“Bureau Com.'' 

Mr. Blanchard makes reference to the business of stock and merchandise bro¬ 
kers. that they deal only with principals, and that ticket brokers are independent, 
and therefore there is no means of regulating them, etc. I reply: While 
stock and merchandise brokers may originally deal with principals, do these 
agents retain control over the commodities they handle after receiving the price? 
Railroad tickets are first purchased, of course, through authorized sources; but 
the advocates of the anti scalping bill would try to still retain control over that 
property after it passes from their hands. 

He says further: In order to sell cheaper, the brokers must get the tickets 
cheaper, and therefore it is a violation of law, because railroads are compelled to 
file their rates. This argument carries with it the proposition that the acts of 
traffic associations must nave the sanction of law. 

It is well understood that the rate-making power has been taken out of the 
hands of the officers of individual roads. A railroad may not even run an excur¬ 
sion without the consent of the passenger association of which it is compelled to 
be a member. 

Therefore, according to his logic, when a rate is made, that is the law. The 
man who cuts that rate is a violator of the law. “ The king can do no wrong,” 
and we should meekly bow to the dictates of rate-making associations. 

He says again that ‘ k every dollar they realize belongs to some railway company 
or passenger who has been wronged to that extent.” 

After having received its price, how can a-railway be wronged? And how can 
a passenger be wronged who voluntarily sells his ticket; to a broker, and, as an 
almost invariable rule, receiving more for it than the redemption bureau would 
allow him? 

The method of redemption is to deduct for the part of a ticket used the regular 
local fare and rot urn to the passenger whatever difference there may be. I will 
get to that later, showing what value the redemption bureau would be ordinarily 
to a passenger who has a ticket he can not use. 

Mr. Blanchard says (Report of the Industrial Commission, Vol. IV, p. 622) 
[reading]: 

“ Proceeding from these foundation principles, we oppose scalping: 

“(a) Because its cessation means the stoppage of many secret, fraudulent, and 
illegal practices, which create undue, unreasonable, anu unauthorized discrimi¬ 
nations in the passenger fares duly made, published, posted, and filed according 
to law.” 

I reply that the cessation of ticket brokerage means the destruction of compe¬ 
tition. The broker in some degree prevents discrimination by the very publicity 
of his business. Discriminations are going on constantly in the offices of rail¬ 
ways. Social and political debts are paid by passes and special-rate tickets. 
Shippers and men of influence are hourly favored. Holders of tickets upon which 
limits have expired, if they have influence sufficient, can get an extension of time. 
The ordinary passenger, not enioying these special privileges, has to submit to the 
regular rules, except for the relief secured through the offices of ticket brokers. 

Mr. Blanchard further says [reading]: “(h) Because resold tickets cut the local 
fares from the points where they are sold, and thereby produce fares and differ¬ 
ences in fares not intended or authorized by the railroads and forbidden by law. 
To that extent they create unjustifiable preferences between persons, localities, 
and also to trade bodies, conventions, and other associations moving in large num¬ 
bers, by extending the reduced fares granted to such bodies to persons not entitled 
to receive or use them.” 

Is this not a distinct advantage to the public? After receiving its price, can the 
railway be improperly injured? The law' requires that excursion rates shall be 
available to the general public. After selling tickets and providing accommoda- 
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tions, the railway can not be injured by A riding on the ticket sold to B. Asa 
matter of fact, round-trip tickets are never questioned on the going trip. It is 
only the return parts of tickets that railroads try to repudiate. 

I have in mind a case that I noticed particularly on an overland trip to Cali¬ 
fornia—on the return trip. The ticket collector on the train came to me in great 
glee and said, “ I have just made $15; I have caught 3 ‘ scalps.’” “ What were 
they?” “ Why,” explained the collector, “ there are 3passengers on this train that 
have tickets that I refused to honor and have taken up, and I get $5 apiece for 
such tickets.” * ‘ What was the matter with them; were they fraudulent?” u Oh, 
no; but they had not been properly executed, or something of that kind, and. 
according to the contract, tho company does not havo to accept them.” 

I looked up the cases, and I found that in every case the tickets had been prop¬ 
erly purchased; at least tho full fare of the round-trip tourist rate had been given. 
One case in particular I remember. A young man with his sister had gone from 
Minneapolis to California, purchasing 2 round-trip tickets, 6 months' tickets, and 
the lady had signed the 2 tickets. The name I have forgotten. Going, the 
tickets were not questioned. On the return journey it was necessary for the lady to 
return first. She went to the proper offico and signed her name to both the tickets, 
as she had done when purchasing them originally, and they were stamped by the 
agent. When, a few days later, the brother took tho train, his ticket was refused, 
no excuse would go, and his ticket was confiscated and he was compelled to pay 
the local fares from point to point, and local fares West are very high. He was 
not instructed how to get his money. I told him (when lie got to his destination, 
if he had money enough) how to apply for a refund. In that way the company 
received twice the fare, 

Mr. Blanchard said [reading]: “(c) Because the closing of unauthorized bro¬ 
kers’ offices would doubtless stop the inducements now existing to steal, alter, forge, 
counterfeit, or plug tickets, or issue tickets bearing fictitious indorsements as to 
extensions of time, and would also curb or prevent the sales of passes, advertising, 
editorial, and mileage tickets by sellers, buyers, and reissuers. It is also to be 
emphasized that it would substitute authorized and accurate information to the 
traveler, tor the false representations now constantly made by brokers in order to 
sell their tickets, in respect of routes, time, change of cars, sleeping cars, checking 
of baggage, connections, etc. Recent tests show the great extent to which this 
misrepresentation still exists. 

“ I would like to say, in connection with this subject, that the ticket offices of tho 
scalpers in New York were visited recently, and in nearly all of those visited untrue 
or misleading representations were made in some regard as to connections, time, 
or some other fact in connection with the actual facilities of travel.” 

There are laws in every State against stealing and forging. If the laws we have 
are not considered sufficiently stringent to correct such abuses, wo make no objec¬ 
tion to the enacting of the most stringent laws upon this subject. 

I have already shown that our association has a standing offer of reward for the 
arrest and conviction of parties guilty of this particular variety of crime. 

As to the authorized and accurato information, the ticket broker is often better 
qualified and is more disinterested in giving accurate information than tho author¬ 
ized agents of rival lines. 

Tho confidence and good will of his patrons are very essential to his success. 
He must be obliging and truthful as a matter of business. 

It is a very common experience in the offices of brokers to have travelers who 
are already equipped with tickets ask for information, claiming that the regular 
agent was either too busy or too indifferent to give them attention. 

In the commission’s report of the testimony of Mr. Blanchard the following 
occurs Treading|: “Q. (By Professor Johnson.) How could you get at such 
information?—A. By sending persons to the scalpers’ offices to aslc if such and such 
lines made certain connections, or did this or that; would such and such tickets be 
accepted on certain trains, etc.; the time of trains, number of times transfers took 
place, and information of that general kind. 

“fy And you know from sending for that information?—A. Yes.” 

This reference by Mr. Blanchard to the spotter opens up a subject upon which 
volumes could be written. He is the useful tool of the rate-making powers and the 
traffic pools. A fair idea of his methods and the way that professional liars are 
made of people who would prefer to be honest may be gained from the following 
article, clipped from the Chicago Daily News of June 7,1000 [reading]: 

ON THE SCALPERS’ TRAIL—HOW THE BIO PASSENGER ASSOCIATIONS RUN DOWN ILLEGAL TRAFFIC IN 
RAILWAY TICKETS—MEN AND WOMEN “SPOTTERSA NOVEL KIND OF DETECTIVE WORK. 

Old and new methods: In years gone by each individual railroad company, when it thought the 
general passenger agent of another line was manipulating the market through some friendly scalper, 
useu to coast about in a dilatory sort of way and find out what he could, ami then sharp letters would 
ny oack and forth making accusations against competitors, and there tho affair would end. Now all 
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thin la changed, and the change was brought about by the growth of the passenger association*, two 
of which, the largest In the country, have their headquarters in Chicago. One of these Is the Western 
Passenger Association, which is made up of all the lines running west from Chicago and governing 
also the roads reaching to the Southwest and Northwest. The other is the Central Passenger Associa¬ 
tion, which controls the doings of the Eastern trunk lines and also those reaching to the Ohio River. 

Keeping tab on the “market:” To these organizations, during the past 8 years, have been relegated 
the duties of keeping tab on the “market,” as the scalpers are designated. Each year the chairmen 
of these two associations have nut into effect more expert methods of spying out the conditions as 
regards the abuse of railway tickets and passes, until the brokers now freely admit that the system 
of espionage is so strict that it very seriously handicaps their business and subjects thorn to a large 
loss annually. 

Not only does this system of “testing the market” apply to Chicago. It is so extensive that it 
includes all other cities and towns of any importance where scalpers thrive, and such cities as Omaha, 
Denver, Kansas City, St. Paul, and Minneapolis, st. Louis, Cincinnati, and all places where conven¬ 
tions of any importance are held, aro as closely watched under the direction of the head of the pas¬ 
senger association as is Clark street in Chicago, the hotbed of all ticket brokers. 

Tne “spotters” omplojed for making the tests are usually men furnished by some one of the pri¬ 
vate detective agencies, and oftentimes special details of women are asked for. 

When the agents are not from a detective agency, some of the clerks, young men and women 
employed in the mileage bureaus of the associations, arc sent out on the street and aro initiated into 
the business unless they make decided objection to the work. 

Ruch tickets as are picked up by the operators are turned into the association’s office, and then the 
chairman proceeds to notify the roads by which they were issued that a certain ticket of a certain 
kind has been found in the street and the road is requested to remit for its full tariff value. This is 
in the eases of editorial and half-rale transportation. In the case of posses, immense numbera of 
which get into the hands of the brokers, the parties or concerns to whom they were given are simply 
placed on the so-called “confidential list," which means that further courtesies will not be extended. 

As regards free transportation by the scalpers, it is said that only a certain class of the brokers will 
handle this business, the more reputable ones refusing to have anything to do with it. 

* * * * * * * 

“Spotters move from city to city:” When the operators have become too well known to continue 
their work in one Held, they are shipped to another city, and the testing of the street is taken up there. 
Eli route they are men as so many “ spotters ” on the train conductors, the passenger associations also 
keeping in touch with the transportation that is handled by conductors oil trains 

A feature of this testing the market which perhaps is not generally known to the public, and which 
lilts the brokers the hardest, is the lifting of the mileage tickets All such tickets bought up on the 
market are confiscated by the two passenger associations, and in a year’s time it means an immense 
financial loss to the brokers, who are just so much out of pocket. When very severe tests of.the mar¬ 
ket are being made, the associations oftentimes get outsiders, in the guise of traveling men, to help, 
and in this manner much mileage is secured from the scalpers which otherwise they would not let 
go, because of their fear of the “spotters.” 

This innovation of recent years put into effect, bv the railroads has practically clipped the wings of 
the broker element and has nad tne effect of driving many of them out of the business." 

Thi« shown a method that is in vogue with some of the more unscrupulous 
roads. It is but fair to sav that there are railroads or managers of railroads who 
are opposed to us from a business standpoint, who are too honorable to stoop to 
such methods. But with the unscrupulous the ticket broker is helpless. He puts 
out a mileage book and has to guarantee it to the passenger; the man may be a 
spotter, and come back ■with a receipt—ticket taken np by tho conductor—all 
lost, and the value must necessarily bo refunded; and this article says it goes into 
the treasury of the great traffic association and causes annually a great loss to the 
ticket broker. 

Mr. Blanchard says [reading]: “(d) Because scalpers have induced some con¬ 
ductors not to cancel tickets taken up, in order that they may resell them in their 
scalping offices—and sometimes more than once—for their joint benefit.’’ 

In an experience of 19 years I have personally known of but three or four cases 
of this kind and I had the satisfaction of reporting them to the railroads interested. 

Mr. Blanchard says [reading): “fe) Because they have corrupted clerks and 
ticket distributors in some railway general offices by inducing them to purloin 
and dispose of irregularly issued tickets for a consideration.” 

Such things have no doubt occurred, but if common among brokers the spotter 
system of railways would soon unearth the scandal. I have seen no evidence that 
such customs are at all prevalent in all the information laid before legislative 
bodies during the past 10 years. 

In that connection I want to call your attention to a specimen of the sort of 
argument that is used against ticket brokers. In this little pamphlet entitled 
Museum of Ticket Scalping Iniquity, are shown tickets that were some of them 
issued 10 years ago; photographs of the tickets showing the methods by which 
they were used—by which changes were made, tickets plugged, etc. In all this 
alleged evidence there is but one single case where a direct charge is made against a 
broker; but it says 4 4 a scalper did so and so;” 4 4 this was done by a broker. ” There 
is only one case, as I remember, where a name is mentioned, and in that case the 
man was exonerated by the courts. 

This pamphlet came out about two years ago, and was issued by the central 
antiscalping committee, of Chicago. Quite recently an exact counterpart of the 
greater part of this pamphlet, this time purporting to be issued by the National 
Association of Merchants and Travelers of Chicago, has appeared. 
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It seems to me a singular thing that men as shrewd as the passenger agents and 
managers of railways should try to use this sort of tiling as evidence before a body 
of men of as high intelligence as United States Senators and members of the 
House of Representatives, when the pretended evidence would not convict any 
one of wrongdoing before a country justice of the peace. Of course I can not 
say. that none of these specimens were used by a ticket broker, but I know some¬ 
thing of the class of men that are employed by railroads to get evidence, and I 
know that these men are entirely capable of making evidence if they can not get 
it by any other means. 

This is a specimen of the class of charges that are brought against ticket brokers. 
Now, in trying to combat these false representations, wo are absolutely helpless. 
Statements will be published in the newspapers that such and such a person was 
defrauded by a “ scalper;” his ticket was no good. The name of no broker is used, 
and there is no chance for a libel suit. A year ago in St. Louis a newspaper came 
out with a very scathing article against ticket brokers, calling them rogues and 
thieves. Two or three ticket brokers in that city brought suits for damages for 
libel, but they were thrown out of court because the charge was general—no par¬ 
ticular person had been mentioned. We have to suffer that sort of persecution 
and are helpless. 

Mr. Blanchard says [reading]: “(/) Because many scalpers operate in clear 
violation of law, notably in 10 States wherein they nullify the statutes thereof.” 

This has been replied to before. It may be well to refer to recent cases ill the 
city of Philadelphia whero 4 hotel clerks were fined $300 each for handling rail¬ 
road tickets. Of all the cities in this great Union Philadelphia is the only one 
where a citizen can be fined in court and rest under the fear of imprisonment for 
the sale of a railway ticket. I know nothing of the merits of these cases, but 
from published reports the only offense committed by these young men was that 
of disposing of tickets handed them by guests of their hotel, the transactions 
being greatly similar to the transaction illustrated to tills commission by Presi¬ 
dent Stickuey when he sold bis ticket to Big John in the Grand Pacific Hotel in 
Chicago. 

Mr. Blanchard says [reading]: “(g) Because many scalping offices are in the 
nature of fences or pawnshops, both of which latter are subject to legal or police 
regulations and examinations, while scalpers' offices, being used for similar pur¬ 
poses in another commodity escape such safeguards against misuse and fraud.” 

In many of the cities of this country ticket brokers are licensed. This license 
lias often been solicited and secured by brokers, who by this means have sought 
to keep out undesirable characters. 

Mr. Blanchard says [reading]: “(h) Because the railroad companies are held 
responsible for disturbing passenger conditions, which they disapprove, and which 
they ask the aid of law to effectually resist and prevent.” 

if railroads contend that ticket brokers are responsible for disturbing passenger 
conditions, how do they account for disturbed conditions in freight traffic where 
brokers do not opeiate? 

Mr. Blanchard says [reading]: “(t) Because scalpers incite railroad wars and 
reprisals as the best means by which they can procure the greatest number of 
tickets at the lowest cost, and by shitting their business from one road to another 
and by working in conjunction with other unauthorized or pliable agencies, they 
have frequently produced the serious contentions in fares which they desired.” 

The rate wars of Canada refute the statement that brokers are responsible for 
rate wars. But if rate wars are undesirable, a law could be enacted forbidding 
them. 

Mr.Blanchard says [reading]: “ (k) Because when a railway company decides 
to secretly reduce one or more classes of through fares, it dares not do it in its 
own offices in violation of the interstate act, of various State statutes, and of the sev¬ 
eral tariffs which it has published, filed, and posted pursuant thereto, but usually 
avails of ticket scalpers' offices to collnsively violate the act, a course which 
involves better intending lines in a demoralized scramble for business. I do not 
mean that this practice is now even considerably resorted to by the railroads. It 
has been gradually circumscribed, but if scalping offices were altogether abolished, 
or their authority required to be made legal, it would tend to the entire cessation 
of these joint resources and practices.” 

The ticket broker offers to-day the only means by which the traveling public 
may escape the autocratic rule of the great traffic associations. Abolish him and 
exactions would be practiced from which there would be no relief, at least not 
wiHiin the means of the poor and uninformed, 

Mr. Blanchard says [reading]: “ (l) Because scalpers afford no honest informa¬ 
tion or accommodations to travelers which the railroad companies do not desire 
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such offices for those purposes or substitute a show of authority made up often of 
fraud, ignorance, collusion, dishonesty, and depleted and unequal fares. The rail- 
road ticket agents at all points will transmit unused coupons to the redemption 
bureaus and give all desired information.” 

In this the gentleman is wholly at fault. As before explained, an element neces¬ 
sary to tho success of a broker is the confidence and good will of his patrons. As 
to tho matter of redemption. I will answer that a little later. 

I think I might, perhaps, illustrate the value of the broker in saving the passen¬ 
ger from loss through the undue exactions and iron-clad rules of railroads by a 
case that occurred recently in my own experience. A young man came into the 
office with the return part of a ticket to Duluth, Minn. The fare is $19.25. He 
asked me what I would pay for it. I inquired of him if he was going back. He said: 
“ Yes; but I want to stop at Saginaw, 100 miles north, and tno agent here in the 
city told mo I could not stop on the ticket.” I instructed him to go to the district 
passenger agent and ask for an instruction to the agent at Saginaw to stamp the 
ticket when he was ready to go on. I advised him that he could pay the local 
fare, $2.91, to Saginaw, and in that way ho would save his ticket. The ticket had 
been sold on account of some teachers’ convention, and was good until the 9th of 
January. It had cost him tho ordinary rate plus $2. That would be $21.25. The 
young man came back to the office in a little whilo and said the passenger agent 
insisted that the conditions on that ticket could not be waived; that he would be 
obliged to either return to Detroit to have his ticket executed for the return 
journey or give up the stop at Saginaw. I told him to leave the ticket at my 
office, and in case I got a passenger to Duluth I would send for him and he could 
go and have the ticket stamped and executed by the agent so my customer could 
use it, and when he got ready to go himself he could pay the company the local 
fare. He did so. I realized $15 for his ticket. I guaranteed this ticket to the 
passenger, who took it, and as I liavo not heard from him no doubt he made his 
journey safely. The original owner of tho ticket paid regular fare to the same 
company when he was ready to go. In that transaction it seems to me a ticket 
broker saved the passenger from a loss that practically amounted to the confisca¬ 
tion of his ticket and in no way defrauded the railroad company. That is Simply 
an illustration of what is going on every day and every hour all over the United 
States. 

There is another subject that may be pertinent in this connection. Some time 
in the latter part of 1898 an edict went forth by the railroads cutting off second- 
class rates generally through the southwest. No corresponding reduction was 
made on the first-class rate. The lowest rate prior to January l, 1899, between 
New Orleans and Louisville was $13.50; tho lowest present rate, $19. I will just 
pick out a few of these; there is a long list of them: The lowfcst rate, New Orleans 
to Kansas City, old rate $20, present rate $34.35; Chicago to Austin, Tex., former 
rat& $23.75, present rate $32.15; Washington to Waco, Tex., former rate $30.30, 
present rate $38.30. 

Q. (By Mr. Farquiiar.) Are those first-class rates you are now reading?—A. 
These are the first-class rates at present, and the only rates. 

Q. The old first-class rates and the present?—A. The old second-class and the 
present first-class. The first-class rates have not been changed, but the second- 
class rate has been abolished. 

Q. (By Mr. Litchm an. ) The lowest sum you mention is the second-class rate?— 
A. It is the old second-class rate. Therein none to-day. There was an average 
difference, I think, of 40 per cent. This order was sent out by the commissioner; 
and, perhaps through oversight, it was not filed with the Interstate Commerce 
Commission; but I do not care to discuss that part of the subject. It was only 
through brokers that the people who wished to travel cheaply could get any relief. 

This condition continued until 4 days ago. I received a wire dated January 
14,1901, from New Orleans, as follows: “Owing to heavy brokers’competition 
railroads yesterday put on sale second-class tickets to Chicago, St. Louis, Kansas 
City, sixteen fifty, twelve fifty, fifteen fifty, a reduction about fifty per cent.” And 
by letter of same date: “Am glad to inform you that the railroad companies out 
of N.O., owing to the brokers selling so many second-class passengers to North¬ 
ern points via round-about routes and at reduced rates, have been compelled to 
reduce their second-class rates to Northern points as follows;- Former rate to 
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Chicago, $23, now rates tor second-class passengers are $16.50; St. Louis, reduced 
from $18 to $12.50; Kansas City, from $24.35 to $15.50. In addition they have 
been compelled to place on sale at reduced rates party tickets to various Northern 
points. These reduced rates went into effect yesterday, Jan. 13th." 

This I simply use as an illustration of the fact that ticket hrokoi s are an advan¬ 
tage to the public, frequently bringing about reductions in railroad rates. 

(After a recess of one hour the commission resumed the hearing of Mr. Linden- 
berger, as follows;) 

The Witness. In speaking of this order taking off the second-class rate South 
I omitted to speak of the circular that was sent out by Mr. Joseph Richardson, 
chairman of the Central Passenger Association. I would like to submit it and 
allow it to go into the evidence in the proper place. The order was as follows; 


[Control l’aphonjror Association, office of the commissioner, eighth floor Monadnock Building, 
F. C. Donald, commissioner. Gernt Fort, secretary.] 

Chicago, III., December 1898. 

[Circular Letter No. 1090.] 

To the Membert, of the Central Paxscnr/er Amiciation 

Dear .Sikh The subjoined communication is respectfully submitted for your information 
Yours, truly, 

F. C. Donald, Commis»ioner. 

[Kile 37%.] 

Southeastern Passenger Association, 

Atlanta, Dccmber 19,1898. 

STANDARD RATES—WITHDRAWAL SECOND-CLASS FARES. 

B 1). Caldwf.I.L, Esq., Chairman. 

Dm it dm Replying to yours of December 1C, we beg to state that at a meeting of the representatives 
of southeastern lines, held at Cincinnati, December 15 and 16, it was arranged to cancel all second- 
class lares irom this territory to BulTnlo, Chicago, Council Bluffs, Si Louis, Kansas City, Doming, and 
inteimediate points, as well ns to points basing thereon, to take effect-at the earliest date possible. 
This will only leave in effect second-class fares from the southeast to eastern cities and Virginia 
points to Montana and Pacific coast points, and to points in Mexico; also to a few points beyond St. 
Paul, basing thereon Second class fares between tlio South and Virginia cities, including Washing¬ 
ton, D.C , may possibly be withdrawn later on, as this subject Is listed for consideration at next 
meeting of the conference committee of this association. 

Very respectfully. Joseph Richardson, Chairman. 

(Copy to F.C Donald,esq.) 

I made an illustration of the redemption value of a Duluth ticket and explained 
how the broker came to the relief of the passenger. There is another oppressive 
rule practiced by most of the railroads. Notwithstanding the fact that a limited 
ticket may be good to stop at certain points- junction points and ends of cou¬ 
pons—there is a rule that baggage can only be checked to the destination of the 
ticket. For instance, if a passenger in New York buys a Chicago ticket, while 
his ticket may permit of his stopping at Detroit, they will not check his baggage 
to Detroit but will check it through to Chicago. I have known of cases where a 
passenger had occasion to stop at Detroit and wanted his baggage. The railroad 
company refused to deliver it up, and in order to get it the passenger was com¬ 
pelled to pay the excess rate from Chicago to Detroit the same as though the bag¬ 
gage had been carried to Chipago by the railroad company and then transported 
back again. The excess rate, being about 12 per cent of the regular passenger 
fare, amounts to about $1 per 100 pounds. I havo known passengers to be 
mulcted out of $1 or $2 just to get their baggage. In some cases the companies 
have required the surrender of the balance of tne ticket-take it away from the 
passenger before they would give him his baggage. I have known that to be 
done. For instance, m California at all eastern points you can get a ticket to Los 
Angeles via San Francisco, or to San Francisco via Los Angeles at the same price as 
to Ko to either point direct. A passenger with baggage checked to ’Frisco may 
want to discontinue his journey and get his baggage at Los Angeles. The com¬ 
pany confiscates the ticket, although they may not have carried the baggage or 
the passenger 1 mile, and are paid their proportion of the through rate by the 
company issuing the ticket. The fare from Los Angeles to San Francisco is $15. 

. Mr. Blanchard says [reading]: “(ro) Railway companies sometimes decline to 
issue reduced-fare tickets of such forms as are easily manipulated, because of the 
certainty that scalping will ensue and thus unduly extend the privilege granted 
to unauthorized users of such tickets. The same fear actuates some companies 
to impose conditions upon the faces of their special tickets and limit their dura¬ 
tions of sal^ and use, whereas, if scalpers’ offices were abolished, they could 
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safely dispense with snch safeguards, because the bona fide passenger would not 


I say in reply to that that railways should not issue tickets upon which they are 
unwilling to carry the holder of the ticket. Having fixed the price, sold the ticket, 
and provided for the transportation of a certain number of passengers, they should 
carry out the arrangement irrespective as to what particular individual holds the 
ticket. 

Mr. Blanchard says Treading]: “ (n) The cessation of scalping would in no 
wise lessen the public facilities, because each company could retain the services 
of an experienced scalper by conferring upon him a proper appointment as agent, 
and regulate him thereafter by the rules which govern their own agents.” 

This is an acknowledgment that experienced “ scalpers ” are a recognized ben¬ 
efit to the traveling public. But if the broker was regulated by the rules of the 
combine he would be quickly robbed of the very attributes that now make him a 
public convenience. 

If it seems desirable that some powerful influence should control ticket sellers 
I suggest that they be licensed by the Government. Let the requirements be as 
strict as you choose, so that every seller of tickets must pass the same examina¬ 
tion and be subject to the same Government control. This would bo something 
very much to be desired by reputable ticket brokers, and especially by members 
of the American Ticket Brokers’ Association. We do not want a license issued 
by the railroads and subject to their rules, but by the Government, and let the 
supervision be over all men who sell tickets, railroads as well as brokers. If a 
man then violated the law his license could be withdrawn, and his career as a 
ticket man would end. 




era—the American Ticket Brokers’ Association and the Guarantee Ticket Brokers' 
Association. They have their directors, officers, agents, rules and regulations, 
they discuss and decide some question of cut fares, and they adopt resolutions and 
deal with the property of others in which they have no direct interest, while at 
the same time, under the decisions of the Supreme Court, the railroad can not 
adopt counter agreements without violating its decisions. 

“Moreover, the rules and decisions of the Interstate Commerce Commission do 
not reach scalpers’ fares or practices, because they hold the railways accountable. 
Furthermore, the fares of the railway companies proper can only be changed by 
8 days’ notice as to reductions and 10 days’ notice as to advances, while the scalpers 
can change them either way, daily or hourly. In this way a railway company, 
acting with a scalper, can also change the fares and evade the law. There is a 
manifest injustice in all this which could and should be corrected by appropriate 
nationallegislation. ” 

I can see no objection to the broker filing rates. It is safe to say that should this 
be required, the law would be equally as well obeyed as is the law relating to inter¬ 
state commerce by the average railroad. 

Mr. Blanchard says [reading]: “(p.) Another feature of ticket brokerage has 
not been sufficiently urged upon public attention. If a passenger purchasing 
a through ticket from New York to Chicago is required or desires to discontinue 
his journey at Buffalo, the unused coupon west or Buffalo will be redeemed by 
the issuing company or its unused connection. If he take D the same unused coupon 
to a Bcalper he is offered by him less for the ticket from Buffalo to Chicago than 
the railway would redeem it for. His fare from New York to Buffalo would, 
therefore, be more than its due amount to the extent that he received less than 
his remaining coupon was worth. Against this the purchasing passenger west of 
Buffalo may get a ticket under the legal fare, but he is not entitled by law to that 
preference. In this way we answer the loudly vaunted public advantages of 
brokers, and venture the further assertion that if scalping was abolished the aver¬ 
age fares paid by passengers would not exceed those which prevail under its 
continuance.” 

Mr. Blanchard is evidently misinformed. The passenger, in any event, has the 
option of patronizing the redemption bureau or the broker, as his inclination or 
the state of his finances will permit. 

I think he is rather unfortunate in his selection of an illustration. Take the ticket 
mentioned. The through rate, first class, from New York to Chicago via Buffalo is 
$17; the cheapest rate from New York to Buffalo is $8. If the passenger after 
reaching Buffalo was to send in his ticket for redemption to the railroad company 
they would deduct from the $17 the tariff from New York to Buffalo, which is $8, 
and refund him $9. The lowest first-class fare between Chicago and Buffalo, or 
from Buffalo to Chicago, is $12. There is a difference between the price the rail¬ 
road company would pay him for his ticket and the regular price o^the ticket of 
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$3. The passenger holding that ticket, for which the railroad company would pay 
him $9, would have little difficulty in selling it to a broker for $10; the broker in 
turn would sell it to a customer for $11. The broker would make a dollar, he 
would save his customer a dollar, and the original purchaser of the ticket from 
New York to Chicago would have saved a dollar over the tariff rate in his trip to 
Buffalo. 

I have a number of tickets here that I picked out of my own stock that will 
probably serve to illustrate this redemption feature [exhibiting tickets]. 

Here is a ticket issued originally from New York to Chicago. It comes in very 
nearly like this illustration that Mr. Blanchard attempted on the ticket from 
New York to Chicago. This is a second-class ticket. The through rate on that 
ticket was $17 from New York to Chicago, and the rate for a similar ticket from 
New York to Detroit was $13. When the passenger gets to Detroit he would 
then have $4 invested in his ticket. The lowest tariff rate between Detroit and 
Chicago is $7.75. Should the passenger send that ticket in to the company for 
redemption, the most that he could get, after going through the necessarily slow 
methods of railroads in redeeming tickets, would be $4. If that ticket is good for 
one day, in the hands of any broker in Detroit it is worth $5.50. The passenger 
thus saves $1.50 by buying that through ticket and selling it at Detroit. The 
broker could sell it for an advance of a dollar and thus make a dollar; and the 
passenger buying it of the broker would save $1.25, if the broker sold it, as they 
usually do, for $6.50, after paying $5.50. 

Here is a ticket issued in Kansas City for New York. This part of the coupon 
reads from Buffalo to New York. It has been used to Buffalo. The through fare 
was $29.50; the fare over the same road from Kansas City to Buffalo was $25.50; 
the redemption value of that ticket is $1. The regular fare is $8. Any broker in 
Buffalo, if that ticket was good in his hands a day, would pay at least $6.50 and 
he could resell it for $7 or $7.50—cut the rate, and make something for himself 
and customer, and the railway company gets the through tariff. 

Here is a second-class ticket from Chicago to Buffalo. The through fare is 
$9.50. The rate from Chicago to Detroit is $7.75. There is no second-class rate 
between Chicago and Detroit. The rate from Detroit to Buffalo, second class, is 
$5. The through rate is $9.50 instead of the added fares of $5 and $7.75. The 
passenger, in buying this ticket in Chicago and riding to Detroit and then sending 
it in for redemption, would get the difference between $7.75 and $9.50, which 
would be $1.75. The regular second-class fare from Detroit to Buffalo is $5. 
Now, between the broker and the two passengers there is the difference between 
$5 and $1.75 to be divided. 

Here are quite a number of tickets that will serve further as illustrations. 

Q. (By Mr. Kennedy.) Are those dead tickets?—A. Yes: they are dead tickets. 
I suppose they are very dead now, because they can not be sent, in for redemption. 
Here is a ticket over the Grand Trunk Railway from Detroit to Grand Rapids, 
Mich. Now. it very frequently happens that passengers coming from some East¬ 
ern point, on route lor Grand Rapids, get into Detroit on Sunday. Except in the 
summer time, when there are excursion trains, there art? no trains on that line on 
Sunday. There are three regular lines between Detroit and Grand Rapids. Only 
one runs a Sunday train. The passenger gets into Detroit on Sunday. There is 
no train on the line for which he holds a ticket by which he can go to Grand 
Rapids; his business requires him to be there. If this antiscalping bill was a law, 
he could hold his ticket and send it in for redemption and get the redemption 
value inside of 30 days. But if lie happens to be short of money and wants to 
mako an exchange, or does not want to go through the red-tape routine, he takes 
it into a broker’s office and trades it for a ticket good on a train leaving that day. 
That is a very ordinary circnmstanco, and I presume similar cases happen con¬ 
stantly in almost all the cities of the Union. 

I have here quite a large number of excursion tickets that have no redemption 
value. Here is a ticket from Detroit to Ann Arbor; it is good for a stated time 
and is printed ‘-Not transferable.” If an antiscalping law were passed—that is, 
the law as it has been offered here in Congress—this ticket would be absolutely 
valueless. 

The bill states, as a kind of son to the public, that the purchaser of a transfer¬ 
able ticket which he is using in tiie prosecution of a journey may sell that ticket 
to another person who will use it in the prosecution of the journey. Now, all 
that railroad companies would have to do to make it illegal for anyone to do that 
would be to print “ Not transferable ” on the ticket, as is done in this case. I 
believe that feature alone would make the law unconstitutional, because it puts 
it within the power of the railroad company to make an act criminal or not, 
depending simply on the way they print tlie ticket. 
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Here are excursion tickets from Detroit to Lansing, Detroit to Grand Rapids, 
Detroit to Kalamazoo; they are sold on special occasions. The round trip rate 
is less than the tariff one way; they have, therefore, no redemption value. If it 
should be unlawful to sell these tickets the railroad companies would get pay for 
services which they never render. They would carry a certain number of persons 
one way and refuse to carry an equal number back. 

Here are commutation tickets good in the hands of the bearer, sold in lots of 10 
tickets in competition with the electric lines. These come in blocks of 10 at 25 
cents, and are good detached; the local fare is 78 cents. If we had an antiscalping 
law the act of any individual passenger or broker selling one of those tickets to 
another individual would be criminal. The selling of a ticket that cost 25 cents 
could subject him to punishment not to exceed §1,000 fine and a year in jail. 
Should lie*steal a ticket the penalty would merely be for petty larceny. Similar 
cases with relation to commutation tickets could be multiplied indefinitely. 

Here is a ticket on the Canadian Pacific from Detroit to Quebec, issued on the 
14th of October and good to the 22d. Tt, bears the printed statement, “ Not 
transferable;” no name appears on the ticket; it does not show to what individual 
issued. The ticket was sold for one fare for the round trip. The regular fare is 
$18; redemption value, nothing. 

There are any quantity of tickets hero that are good in the hands of any passen¬ 
ger, but yet have no redemption value. 

In case brokers were not allowed to handle tickets of this character, I do not 
know as it would be proper to call it a saving, but the gain to the railroads of the 
United States would amount to a sum that I would hardly dare to compute. I 
believe it would run into the millions annually. Of course the ticket brokers do 
not and can not in all cases make this saving to the people by using all these 
tickets, but thev do to an extent that is very important to the traveling public. 

We had at onetime a State law in Michigan requiring railroads to issue a fam¬ 
ily mileage ticket. The ticket was printed with the usual restrictions, and in 
large letters the State laws of Michigan were referred to—the nontransferability 
of the ticket—that the conductor would take it up and collect fare, etc., if offered 
by other than the original purchaser. A prominent passenger agent in that State, 
desiring to increase the travel on his road, put these tickets in large quantities 
into the hands of brokers and guaranteed them against question. Wo worked 
amicably for some time. But suddenly t he passenger agent changed his mind and 
issued orders to his conductors, and a great many of these books which we had a 
right to assume had been bought under that understanding were taken up. For 
books costing $20 I got in some cases no more than a ride of 100 miles—$2—and 
the loss to me was $18. There was no recourse unless we went into court and 
established the circumstances, and that does not pay. Ticket brokers are long- 
suffering. They can not afford to quarrel, because it interferes with future 
business, not only with the railroad in question but with any other railroad that 
they may deal with. This is perhaps enough to illustrate the idea. 

Mr. Blanchard says [reading]: t% (q) The payment of commissions by railroad 
companies is an inciting cause to the continuance of scalping, because such com¬ 
missions are often divided between scalper and passenger. The payment of com¬ 
missions is justly chargeable upon the railways. Therefore I think that with the 
discontinuance of the one should go the stoppage of the other, and the perpetua¬ 
tion of either or both of the evils may prevent, in some instances, open and uni¬ 
form reductions of fare moro nearly to the net basis received out of the fares from 
which commissions and scalping must be deducted before the real or true fares 
are ascertained.” 

When a railway pays a commission for the sale of a ticket it necessarily agrees 
to accept a net rate for the ticket, and can not be defrauded if the ticket is sold 
for any amount above the net price. Should an antiscalping law be passed, an 
agent with authority from a transportation company would not be subject to 
punishment for doing any of the acts complained of by Mr. Blanchard. 

Mr. Blanchard says [reading]: “(r) I believe you would promptly advocate 
our view if corresponding brokerage offices were opened throughout tne country 
for scalping freight rates through advancing, reducing, manipulating, and secretly 
and fraudulently altering them for the benefit of some shippers by persons utterly 
unauthorized to deal with such values and bills of lading. Yet I know of no act 
or justification in the scalping of tickets and fares which would not with equal 
justice warrant similar scalping in freight rates and bills of lading.” 

With reference to the statement that lie knew of no justification in the scalping 
of passenger tickets that could not apply to freight rates, I think I entirely agree 
with the gentleman. I think it would be greatly to the interests of the people 
who pay freight rates if there were brokers in that line. The average shipper 
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would gladly welcome some method of evading the often arbitrary and excessive 
rates extorted from freight shippers. 1 believe the ticket broker has been a use¬ 
ful factor in correcting abuses in passenger traffic, and if the same conditions 
could obtain in freight, a great many of the abuses that are now so patent, and 
have been brought out in the testimony that has been heard by this commission, 
could be done away with. 

Mr. Blanchard says [reading]: (*) Ileave to counsel the leading arguments 
growing out of various decisions pro and con. some of them recent, upon this 
subject. I am, however, qualified to discuss it by the statement that if that law 
is best which is expressive of the highest justice, then an act should be passed in 
this respect winch will secure for the mutual, personal, and commercial relations 
of the citizen and carrier the observance of reciprocal justice, right, and the pro¬ 
tection of property. I also leave in their more competent hands the questions of 
legislative passes.” 

Now, as to the legal arguments I want to call your attention to the opinion of 
the court of appeals of New York. It took the position that the business of ticket 
brokerage was beneficial and that any act prohibiting it was unconstitutional. 

Mr. Kennedy, I should like it to be understood that that decision is to be 
printed in full in Mr. TJndenberger's testimony. I think it is important that we 
should have it in that shape. 

Mr. A. Ij Ha tints. If there are no objections, that will be done. 

ANTIS* A ITT Mi BUI. I'M ONM ITl'TK'NAI. 

Opinion aI tin aunt of apptnl*»f X<w Volt, dicidid Xovtuibn tl, lSitS 


[The People of the State of New Voik ex tel (icorge Tyroler, appellant, r. The Warden of the City 
Prison of the (’it\ ul New York, n"*pondcnt (Defined No\ember 22, 181)8 )1 

Appeal fioin an older of the appellate diviMon, lust department, affirming an order of Mr Justice 

Lawrence dismissing relator’s petition fora writ of habeas corpus and remanding him to the cus¬ 
tody of the defendant 

The lelator is a citizen of the State of New York and the United .States, and immediately prior to 
his arre-i, and tor several years before that time, had boon engaged in the city of New York in the 
husine'.s of vllnig, and offering for sale, and procuring tickets, giving, and purporting to give, the 
right to a passage and coii\e\iinoe on \essels and railway trains 

He is charged with Imwiig received the sum of $0 :>0 ns a eonsideuition for a passage or conveyance 
upon a fern bout, train, and vessel from the cit> of New York to the city of Norfolk, Va , and for the 
procurement of a ticket giving the absolute light of passage and conveyance upon such ferryboat, 
train, and vessel, he not being at the time an authoiized agent of the owners or consignees of such 
vessel, or ol the company running such train It is not pretended that the relator did not come into 
the possession of the tickets lawfully and in purchase from the tiansportution companies issuing 
them 

The relator sued out a writ of habeas corpus nnd demanded Ins discharge from the custody of the 
defendant on the ground that the act of 181*7 (Ch 506) violated certain provisions of the constitution 
of the State of New York and the Constitution of the United Mutes, mid was therefore void. 

The special term made its order dismissing the writ and remanded the lelutor. 

The appellate division ullirmed that order 

Samuel Untermyer for appellant. 

Asa ltird (inrdinor and James D .McClelland for respondent. 

Pakkkr, Ch. J : The statute that appellant insists is in derogation of the limitation placed upon 
the legislative power by the people, through the constitution of the State, leads as follows 

"Section 1. The l’enal Code is hereby amended by inserting therein a new section, to he known 
as section til5, to read as follows 1 See. <515. Sale of passage tickets on v essels and railroads forbidden, 
except hv agents specially authonzed ’ 

"No person shall issue or sell, or offer to sell, any passage ticket, or an instrument giving or pur¬ 
porting to give anv right, either absolutely or upon any condition of contingency, to a passage or 
conveyance upon any vessel or railway train, or a berth or stateroom in any vessel, unless he is an 
authorized agent ot the owners or consignees of such vessel, or of the company running such train, 
except as allowed hv sections filH and 622; and no person is deemed an authorized agent of such own¬ 
ers, consignees, or company, within the meaning ol the chapter, unless he lias received authority in 
writing therefor, specifying the name of the company, .inc, vessel, or railway for which he is author¬ 
ized to act as agent, and the eitv. town, or village, together with the street and street number, in 
which his office is kept, for the sale of tickets 

“Sir 2. Section 616 of the Penal (’ode is hereby amended so as to read as follows- ‘Sec. 616. Sale 
hv authorized agents restricted No person, except asullovvcd in section 622 , shall ask, take, or receive 
am money or valuable thing as a consideration for any passage or conveyance upon any vessel or 
railway train, or for the procurement of any ticket or instrument giving or purporting to give a right, 
either absolutely or upon a condition or contingency, to a passage or conveyance upon a vessel or 
railway train, or a berth or stateroom on a vessel, unless he is an authorized agent within the pro¬ 
visions of the last section; nor shall anv person, us such agent, soil, or offer to sell, any such ticket, 
instrument, berth, or stateroom, or ask, take or receive any consideration for any such passage, con¬ 
veyance, berth, or stateroom, except at the office designated m his appointment, nor until he has been 
authorized to act as such agent according to the provisions of the hist section, nor for a sum exceeding 
the price charged at the time of such sale bv the company, owners, or consignees of the vessel or 
railway mentioned in the ticket 

“ Nothing in this section or chapter contained shall prevent the properly authorized agent of any 
transportation company from purchasing from the properly authorized agent of any other transpor- 
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t&tion company a ticket for a passenger to whom he may sell a ticket to travel over any part of the 
line for which he is the properly authorized agent, so ns to enable such jiassenger to travel to the 

place or junction from which his ticket shall rend.’” .. 

The remaining portion of the section relates to the redemption of tickets purchased from an author¬ 
ized agent of a railway company, under certain contingencies, and within certain periods of time, 

and is not in any wise involved in this appeal.. ... . 

Having observed how the statute reads, it will be well next to analyze It and see if we can find out 
what watt intended to be accomplished and Is in fact accomplished by the phraseology of the statute, 
in order that we mnv ascertain whether the statute is in contravention of any of the rights secured by 
tho Constitution to the citizen. It will be observed in the first place that it does not prohibit the sale 
of tickets absolutely, nor does It limit to the particular transportation company over whose route he 
desires to bo conveyed the right to sell tickets to the traveler. 

It may be said in passing tnat the last assertion is in conflict with the position taken by the learned 
ludgo who wrote the opinion of the appellate division; for he assumes that as only persons appointed 
agents can sell, the effect of the provision is that a corporation "shall only sell through its agents and 
Is merely a declaration that the corporation itself was to sell its tickets.” . . . 

The first section and the first part of the second section do restrict the sale of passage tickets to 
agents specially authorized bv transportation companies, and if there was nothing else in the statute 
upon tho subject it would bear t he construction put upon it that its only effect is to confine the right 
to sell passage tickets of a corporation to that corporation itself, which can act only through agents; 
but between the opening and tin* closing sentences of the second section may be found the following: 

"Nothing In fids section or chapter contained shall prevent the properly authorized agent of any 
transportation company from purchasing from the properly authorized agent of any other transpor¬ 
tation company a ticket for a passenger to whom he may sell a ticket to travel over any part of the 
line for which lie is the properly authorized agent, so as to enable Mich passenger to travel to the 
place or junction from which his ticket shall read.” ...... 

Thus wo see that the moment a man becomes the agent of a transportation company he is by tnat 
designation authorized to nuy tickets of any other transportation company in the United States or 
the world, ami may sell such tickets to any person who applies for them In the sale of tickets of 
the various transportation companies, other than those of the company of which he is an agent, he 
necessarily acts as a broker. He can buy the tickets and sell them again, making a profit that may 
perhaps depend more or leas on the degree of competition between railroads in various parts of the 

^Clearly, the agent of a transportation company, in the purchase and sale of tickets of foreign cor¬ 
porations, is not engaged in selling the passage tickets of the transportation company appointing him. 
It is not the sale of the tickets of his principal alone that the agent is thus engaged In, but when a 
transportation company appoints an agent tosell its tickets, then the State, by this statute, steps in 
and attempts to clothe him with the power which it takes from all other citizens todeal m the tickets 
of as many other transportation com panics as he may ho able to make satisfactory arrangements with 
This leads us to note another Interesting leature of this remarkable statute. The buying and sell¬ 
ing of passage tickets is not abolished, it is only condemned where the seller has not authority from 
some one of the transportation companies to act hs its agent. It has happened before that for the 
protection of the people the lawmaking power 1ms provided for an examination for the purpose of 
ascertaining whether applicants possessed suitable qualifications as to character, intelligence, and 
financial responsibility to fill certain positions of trust or to engage in a business which might prove 
dangerous to the people in the hands of a person either incompetent or of had character, but in no 
instance has it conferred a general and unlimited power of appointment upon a class of persons or 
corporations whollv unconnected with the State government. ... 

It may possibly he that there was such a situation as would have justified an enactment placing 
some restrictions upon those engaged in the selling of passage tickets and prescribing penalties by 
way of fine or imprisonment for those who should break over such restraints Our excise legislation 
affords an illustration Bv its provisions all are permitted tosell liquor within certain limitations 
that applv to all citizens alike, ami for the violation of the regulations of the truffle are provided cer¬ 
tain penalties timt are expected to assure to the public some measure of protection from nonlawabid- 
ing citizens engaged in the business. 

But this act simplv turns over to the transportation compan.es the selection of those who are here¬ 
after to be permitted to sell tickets, it imposes no restraints whatever upon the appointing power, 
nor upon trie agent selected, other than that in the purchase of tickets he must confine himse fto 
the properly authorized agents of the transportation companies The business of buying and selling 
tickets, as to such agents, continues to he a legitimate business, but to all citizens other than those 
who may be selected bv the. transfMirtation companies the right to buy and sell tickets is denied, and 
an actual sale bv them’ constitutes a felony. The act itself is silent as to the motive of its enactment 
by the legislature, and It contains no suggestion us to the public interests which its purpose is to 
subserve , , ...... 

Ticket brokerage as a business has boon in existence for many years. It is a matter of common 
knowledge that at great agencies, Mich as Conk's and Haze's, tickets can be purchased over u great 
portion of the transportation routes of the world Intending travelersin great numbers have gone to 
those agencies for advice as to choice of routes to be taken in contemplated journeys and to purchase 
the tickets for the trip, whether it should require days, or weeks, or months to make it. 

The traveling public in lurge numbers have come to make use of the facilities afforded by such 
agencies, of which there are now very many And Cook's and Gaze’s are among the agencies that 
must go out of business in this State if this statute can live, unless some transportation company shall 
deem It wise to clothe them with the authority to act as its agents. 

It is asserted by counsel that the traveling public and the transportation companies have been so 
defrauded by the nets ol the brokers in the Wiling of unused or alleged to be unused passage tickets 
as to call for legislation of a protective character, of which this statute is the outcome. The tendency 
of the times undoubtedly is to rush to the legislature for a cure for all the grievances of citizens, 
whether real or imaginary, and many novel experiments in legislation are the result. .... 

But usually in case of wrongs penalties have been provided. It is a novel legislation indeed that 
attempts to take away from all people the right to conduct a given business because there are wrong¬ 
doers in it, from whose conduct tho people suffer. But where in the statute is to be found the evi¬ 
dence that its purpose is to prevent fraud* “ In the title of the act,” answers counsel, and with that 
answer he has to be content For while the act is entitled " Frauds in the sale of passage tickets 
the body of the statute does not contain any reference to forged, altered, used, or stolen tickets. The 
sale of such tickets is made a punishable offense under other sections of the Penal Code. 

The provisions of the. act, therefore, have reference to the selling of valid tickets regularly Issued 
by a transportation company. Can the legislature declare such sales to be fraudulent, or prohibit 
them on the ground that It tends to prevent fraud? If the act prohibited is fraudulent, there 
can be no doubt that the legislature, under its police power, may provide for its punishment; but 
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whether it may, under such power, interdict the sale of a valid ticket by one person to another upon 
the pretext that fraud will thus be prevented presents a very different question. 

1 confess I am unable to see how such a sale defrauds a transportation company. If a transporta¬ 
tion company sells a ticket from New York to San Francisco, it undertakes to carry the holder from 
one place to the other. It costs the company no more to carry one person than it does the other. 
How, then, can it be defrauded or in any way prejudiced by the transfer of such a ticket by the pur¬ 
chaser to another person? It is said that the prohibition of such a sale tends to protect the traveler 
fiom being defrauded. If it is a sale of a valid ticket, no fraud can possibly result; and if it is not a 
sale of a valid ticket, then the sale is fraudulent and is prohibited by other provisions of the Penal 
(’ode. 

Only one prop remains which it is pretended can support the weight of this statute, and that is that 
the penal laws not having proved sufficiently efficacious to wholly prevent fraud, an emergency is 
presented which justifies the taking away from the general public the right to engage in the business 
of ticket selling. 

It is not contended that the business of ticket brokerage is in itself of a fraudulent character. The 
business can be honestly conducted; it has been so conducted in the past by honest men engaged in 
it; and the most that is asserted is that there are some men engaged in the business who have imposed 
on the public. The same assertion can be made with equal truth of every business, trade, and 
profession. 

Because some coal dealers and venders in sugar cheat in weight, and dealers in paints and oils in 
measurements, and in tobacco in Quality, it has not hitherto, we venture to say, been thought the 
proper remedy to make it a felony for persons to hereafter engage in such business unless they shall 
have been duly appointed as agents by the corporations manufacturing or producing the product. 

Sill! another motive for this enuctment is suggested, and that is that its real purpose is to enable 
transportation companies to compel others with which they may enter into pooling arrangements to 
preserve their agreement from secret violation, which is frequently the outcome under the present 
ticket-brokerage system, which offers an avenue by which the weaker corporation to such an agree¬ 
ment can dispose of its tickets at a price lower than that agreed upon. 

In Nashville, Cincinnati and St. Louis Railway Company v. McConnell (82 Fed. Rep., 65), where a 
statute, having apparently the same object in view as this one, was under consideration, the court in 
its opinion quotes from Minnesota t\ Corbet (67 Minn., 316) the following: “ it was also commonly 
believed that, in order to evade statutes designed to secure uniformity of rates and toprevcntdiscrimi- 
nations, some carriers of passengers were in the habit of placing large blocks of tneir tickets with 
‘ scalpers,’ ostensibly not their agents, for sale at cut rates. To remedy these and similar abuses, real 
or supposed, this statute was passed. That all its provisions have some relation to, and tendency to 
accomplish, this end is quite clear.” 

Counsel argue that the helpfulness of the ticket broker in securing to the traveling public the bene¬ 
fits of Hindi competition was of such a fraudulent character as to wholly justify the legislation, and 
appeal to the decisions quoted from In support of such contention. But we pass for the present the 
subject of motive, to be again referred to when we come to consider whether, under the police power, 
the legislation can be justified. 

Whatever the legislature’s motive, the fact is that it has passed an act which does not declare ticket 
brokerage unlawful, for it allows any person who may be fortunate enough to secure an appointment 
us agent for a transportation company to engage in ticket brokerage, but the act does declare that if 
any pennon, other than an agent of a transportation company, undertakes to engage in the passenger- 
ticket brokerage business he shall be guilty of a felony; in other words, that itls unlawful for all cit¬ 
izens of New York to engage in the buying and selling of passage tickets unless empowered to do so 
by the wntten appointment of a transportation company. 

Much lias been said in argument, with reference to thisstatute in a more agreeable vein, placing the 
statute in a somewhat more attractive form, but it is as well to go beneath the surface ana get at the 
truth, which is that the statute was intended to and does, in fact, vest the control of the sale of pas¬ 
sage tickets within this State, not only of transportation companies doing business in this State, but 
throughout the world, exclusively in the hands of such companies. 

The business of selling passage tickets continues, thcrefoie, to be regarded as a lawful and legiti¬ 
mate business. Public policy is still declared to favor a business which recognizes the propriety of 
the middleman between the passenger and the transportation company, but the right to engage in 
it is denied to the general public. 

The question, then, is whether the organic law prohibits legislation of this character. 

Before referring to the provisions of the Constitution that it is confidently asserted condemn such 
legislation, it may not be out of place to note that the granting of monopolies or exclusive privileges 
to corporations or persons has been regarded as an invasion of the rights of others to follow a lawful 
calling and an infringement of personal liberty from the times of the reigns of Elizabeth and James. 
The statute of 21 Jac , abolishing monopolies, has been from the time of Its enactment regarded as a 
statutory landmark of English liberty, and that nation has jealously preserved it. It was a part of 
that inheritance which our fathers brought with them and incorporated iuto the organic law, to the 
end that the lawmaking power shall he restrained from interference with it. 

In this connection the language employed by Mr. Justice Field in Butchers’ Union Co. v. Crescent 
City Co. (Ill U. S., 746, 766, 767) Is most instructive; “As in our intercourse with our fellow-men cer¬ 
tain principles of morality are assumed to exist, without which society would be impossible, so certain 
inherent rights lie at the foundation of all action, and upon a recognition of them alone can free 
Institutions be maintained. These inherent rights nave never been more happily expressed than in 
the Declaration of Independence, that new evangel of liberty to the people: 

“ We hold these truths to be self-evident"—that is, so plain that their truth is recognized upon 
their mere statementr-"that all men are endowed”—not by edicts of emperors, or decrees of Parlia¬ 
ment or acts of Congress, but “by their Creator, with certain inalienable rights"—that is, rights 
which can not be bartered away, or given away, or taken away except in punishment of crime— 
“and that among these are life, liberty, and the pursuit of happiness, and to secure these "—not 
grant them, but secure them—"governments are instituted among men deriving their just powers 
from the consent of the governed.” 

Among these Inalienable rights, as proclaimed in that great document, is the right of men to pur¬ 
sue their happiness, by which is meant the right to pursue any lawful business or vocation, in any 
manner not inconsistent with the equal rignts of others, which may Increase their prosperity or 
develop their faculties, so as to give to them their highest enjoyment. The common business and 
callings of life, theordinary trades and pursuits, which are innocuous in themselves and have been 
followed in all communities from time immemorial, must, therefore, be free in this country to all 
alike upon the same conditions. 

The right to pursue them, without let or hindrance, except that which is applied to all persons of 
the same age, sex, and condition, is a distinguishing privilege of citizens of the United States, and an 
essential element of that freedom which they claim as their birthright. * * * 
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In this country it has seldom been held, and never in so odious a form as is here claimed, that an 
entire trade and business could be taken from citizens and vested in a single corporation. Such legis¬ 
lation has been regarded everywhere else as inconsistent with civil liberty. That exists only where 
every individual has the power to pursue his own happiness according to his own views, unrestrained 

except by equal, just, ana impartial laws. .. .. . , „ . 

From the opinion of Mr. Justice Matthews in Yick Wo v. Hopkins (118 U. 8., 356, 370) the following 
is taken: "But the fundamental rights of life, liberty, and the pursuit of happiness, considered ns 
individual possessions, are secured by those maxims of constitutional law which are the monuments 
showing the victorious progress of the race in securing to men the blessings of civilization under the 
reign of just and equal laws, so that, in the famous language of the Massachusetts bill of rights, the 
government of the Commonwealth 4 may be a government of laws and not of men.’ 

"For the very idea that one man may be compelled to hold his life, or the means of living, or any 
material right essential to the enjoyment of life, at the mere will of another, seems to be intolerable 
in any country where freedom prevails, as being the essence of slavery itself." 

These principles have also been incorporated into the organic law of this State Article 1, section 1, 
of the State constitution reads as follows: “No member of this State shall be disfranchised, or deprived 
of any of the rights or privileges secured to any citizen thereof, unless by the law of the land or the 
judgment of his peers.” ,. . „ „ * * . . . , . 

Article 1, section 6, of the State constitution provides that “ no person shall * * * be deprived of 
life, liberty, or property without due process of law." The word “ liberty," as employed m the pro¬ 
vision of the constitution quoted, was considered by this court in In re Jacobs (98 N. Y., 98), in a mas¬ 
terful opinion by Judge Earl. Ho said (pp. 106,107): 

“So, too, one may be deprived of his liberty, and his constitutional rights thereto violated without 
the actual imprisonment or restraint of his person. Liberty, in its broad sense, as understood in this 
country, means the right, notonlyof freedom from actual servitude, imprisonment, or restraint, but 
the right of one to use his faculties in all lawful ways, to live and work where he will, to earn his 

livelihood in any lawful calling, and to pursue any lawful trade or avocation. 

"All laws, therefore, which impair or trammel these rights, which limit one in hischoice of a trude 
or profession, or coniine him to work or live in a specified locality, or exclude him from his own 
house, or restrain his otherwise lawful movements (except as such laws maybe passed in the exer¬ 
cise by the legislature of the police power, which will be noticed later), are infringements upon his 
fundamental rights of liberty, which are under constitutional protection." , 

In People v. Marx (99 N. Y., 377) this court declared unconstitutional a statute that prohibited the 
manufacture and sale of anv substitute for butter or cheese produced from pure unadulterated milk 
or cream. Judge Kapallo, speaking for the court, said: “Among these no proposition is now more 
firmly settled than that it is one of the fundamental rights and privileges of every American citizen 
to aaopt and follow such lawful industrial pursuits, not injurious to the community, as he may 

^"Tlie term ‘liberty,’ as protected by the Constitution, is not cramped into a mere freedom from 
physical restraint of the person of the citizen, as by incarceration, but is deemed to embrace the right 
of man to be free in the enjoyment of the faculties with which he has been endowed by his Creator, 
subject only to such restraints as are necessary for the common welfare." , „ . , 

In People v. Gilson (109 N. Y., 398) a statute was declared to be unconstitutional which prohibited 
tho sale of any article of food, or offering or attempting to do so, upon any representation or induce¬ 
ment that anything else would be delivered as a prize, premium, or reward to tho purchaser. J udge 
Peckham, in delivering the opinion of the court, after considering the statute said, (p. 399) “A liberty 
to adopt or follow for a livelihood a lawful industrial pursuit, and in a manner not injurious to the 
communitv, is certainly infringed upon, limited, perhaps weakened or destroyed, by such legislation 
Argument certainly is not needed in the light of thesfc decisions to support the assertion that the 
"liberty" of this relator and other citizens of this State to engage in the business of brokerage in 
passage tickets is sought to be Interfered with by the statute under consideration, for brokerage in 
such tickets has been a lawful business in this State for many years and many persons have pursued 
it. It is still a lawful business, although the right to engage in it is limited to such persons as may 
be appointed by the transportation companies. , , , . 

The statute Is, therefore, in contravention of the State constitution, and is void unless its enactment 
by the legislature constituted a valid exercise of the police power. That power is very broad and 
comprehensive, and has not as yet been fully described or its extent plainly limited but it is exer¬ 
cised to promote the health, comfort, safety, and welfare of society. In each of the last three eases 
cited it was invoked by counsel to sustain a statute, and it received very careful consideration at the 
hands of this court. , , . , . „ 

It was held that the power, however broad and extensive, is not above the Constitution, in obedi¬ 
ence to the commands of which the courts will protect the rights of individuals from invasion under 
the guise of police regulations, when It is manifest that such is not the object and purpose of the 
regulation: and while it is the general province of the legislature to determine what laws and regu¬ 
lations are needed to protect the public health, comfort, and safety, courts must be able to say, upon 
a perusal of the enactment, that there is some fair and reasonable connection between it and the 
ends above mentioned. Unless such relation exists, an enactment can not be upheld as an exercise 

°*The Soctrineof 6 these cases was very recently considered and reasserted by this court in Colon v. 
Lisk (153 N. Y., 188), and its further discussion at this time would be a work of supererogation. Under 
the law of this State, therefore,. It is the duty of the courts to examine legislation complained of as in 
violation of the rights secured to the citizens by the Constitution, for the purpose of ascertaining 
whether the health, morals, safety, or welfare of the public justifies its enactment. 

In passing it may be observed that while it is undoubtedly the rule that railroads, steamboats, 
warehouses, and other associations of that nature, Impressed with a public dutv and intended to per¬ 
form certain quasi-public functions, may bo the subject of legislative control and regulation so long 
as the legislature does not transcend the limit of State or Federal Constitution, still that rule is with¬ 
out application to the features of the statute before the court on this review. ^ t 

This inquiry involves such portion of the statute only as undertakes to prohibit citizens of the State 
from engaging in the brokerage business in passage tickets. That portion of the statute certainly 
places no Durden upon transportation companies, nor does it in any way regulate the manner in 
which transportation companies shall conduct their business or any part of it. 

The legislature has no jurisdiction to regulate the methods of business of foreign transportation 
companies, nor can it prevent them from selling their passage tickets in this State, but by this act it 
does undertake to prevent any citizen of this State from purchasing the passage tickets of foreign 
companies for sale to others, unless such citizen shall have been regularly appointed an agent by 
Borne transportation company. The right hitherto exercised by citizens to deal in passage tickets 
over transportation routes without, as well as within, this State, is sought to be cut off. 

Again, it may be conceded that it is within the power of the legislature to regulate the manner in 
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which certain kinds of business may lie conducted, that it may require one seekinp to eiiRuge in a 
given pursuit to secure from the State, or one of its agents, u license; that it may require one pursuing 
any particular occupation to pay a tax for the privilege of conducting his business, and that as a con¬ 
dition to the right of carrying on a business that in the hands of incompetent persons may be pro¬ 
ductive of injury to others, the legislature may require that before engaging therein one must satisfy 
the public authorities that he is competent and morally qualified to conduct it. 

But none of these methods was adopted No attempt is made to exclude persons of had diameter 
irom engaging in the business, nor arc the public authorities given the right to determine, by exam¬ 
ination or otherwise, the character ot the person to he engaged in it. but the transportation companies 
alone are invested w ith the power to allow whomsoever thev will to engage in the business. 

Nor can the contention be tolerated that because there have been, in times past, dishonest persons 
engaged in the tickct-brok -rage business, with the result that frauds have been perpetrated on both 
tiauders and transportation companies, thcrcfoie the lcgislatme can deprive every citizen engaged 
therein of the “ liberty ” to further conduct such business 

Stringent, rules undoubtedly may lx* enacted to punish those who are guilty of dishonest practices 
in the ••onduetof such a business and the inaehniciy oi the law put m motion for its rigorous enforce¬ 
ment, but to cut up, root and branch, a business that tnav be honestly conducted, to the convenience 
of the public and tno profit of the persons engaged in it i- bejond the legislative power. 

If the law were otherwise, no trade, business, or profession could escape destruction at the hands 
of the legislature if a situation should arise that would stimulate it to exercise its power, for in every 
Held of endeavor can be found men that seek profit bv fraudulent processes Transportation tickets 
have been forged, it. is said, so ha\ e notes checks, and bank bills. Railroad companies are no more 
bound to honor forged tickets than the alleged maker ot a forged note is bound to pay it. 

An innocent person who suffers bv parting wilh Ins money on a forged ticket bus his’remedy against 
the vendin’just the same as has the bank that discounts n forged note Such instances might he mul¬ 
tiplied, but it would serve no good purpose, for it is well know'll that no business can be suggested 
through which innocent parlies may not be occasional!\ victimized But because of that fact holiest 
men can not be prevented Irom engaging in their chosen occupations. 

Again, It lssnid that ticket brokers enable the railroads to engage in unfair competition This is 
accomplished bv the sale to the broker by a competing railroad, at much less than the regular rates, 
of a block of tickets that the broker is enabled to sell to his customers, and this to a certain extent 
bikes travel Irom Us competitors 

An opinion is cited in which the court in another jurisdiction denounces the ticket scalper for 
engaging in a business of tins character, and pronounces such business fraudulent alike in its con¬ 
ception and operation, but we pass tins opinion without other comment than to suv that whatever 
mav be regarded as the law in othei jurisdictions, in this one it is well established that the public 
W’ellare Is best subserved by the eneouiagement of competition (People v. Sheldon, 139 N.Y ,263; 
.Todd a. Harrington, id., It'd, and hence tins so-called reason furnishes no support to the claim that 
tins legislation was for the public good. 

I lm\ e now called attention to all the arguments that have been advanced in sup|>ort of the claim 
that the ptovisionsol the statute under consideration aie so evident!) intended for the public good 
us to constitute a valid exercise of the police power by the legislature, and those arguments seem so 
wholh without merit as to suggest that they constitute a mere pretext put forward to uphold legisla¬ 
tion hostile to the liberty of the citizen as that word is used in the Constitution. If the views 
cxpiesM’d be well founded, it lollows that it is the duty of the court to declare that portion of the 
statute we have considered to be m contravention ol the Constitution and v< id 

The order should be reversed and the prisoner discharged 

(A copy.) K, H. Smith, Importer. 

The Witness. There is art amusing circumstance in connection with that mat¬ 
ter. George H. Daniels, general passenger agent of the New York Central Rail¬ 
road, in his talk before the Senate committee when the antiscalping bill was under 
consideration, made the statement that the great Empire State of New York, of 
which he was proud to say he was a citizen, had stamped this contemptible busi¬ 
ness with the brand of outlawry. Well, it happened a few days later that the 
highest court—the court of appeals of New York, of this great Empire State of 
which ho was so proud to he a citizen—declared the business to he a legal one, and 
that it had been honestly conducted and was being honestly conducted, and also 
declared the antiscalping law of that State unconstitutional. Mr. Daniels did 
not for a moment stop his efforts to secure the passage of the bill in Congross. 
The vote in the House of Representatives was taken a few days after that decision 
had been rendered. Failing in the Senate, the bill died with the Fifty-fifth Con¬ 
gress, but was promptly-introduced at the next session—the present session. 
Being just before a national election, the bill was shelved in committee, because 
it is not a popular measure with the people, and might injure the chances of 
the reelection of a great many of the Congressmen who were under obligations to 
railroad managers to vote for it. The only reason I can give for its not being 
brought up in the later days of this session (it is now lying in committee) is that 
there is too much business before Congress for it to be considered, and I think 
anyway that with the present Congress it would have no chance for passage. 

The object of the tremendous effort of two years ago to pass an antiscalping bill 
became apparent when the edict went forth a year ago to stop the payment of 
commissions. With the broker out of the way, commissions discontinued, and 
competition throttled, the absorption of weak lines would be easy work and pools 
could be easily and secretly conducted. 

There may possibly be some reason in the argument that absolute equality 
should prevail in freight rates, for every dealer, every farmer, and every con¬ 
sumer of goods is interested. It is due to the people that rates should he reason¬ 
able and uniform. It is*right to the owners and managers of railways that they 
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should receive a fair compensation for services performed. But unless the ele¬ 
ment of competition is eliminated, the building of unnecessary lines prohibited, 
and the conduct of the railway and steamship lines taken out of the hands of the 
enterprising “hustlers for trade” who now manage them, I do not understand 
how the desired end can be accomplished. 

Now, as to passenger traffic, I can not see how the prico of tickets can be of so 
great and absorbing interest to the welfare of the country as to call for interfer¬ 
ence by Congress. While all are affected by freight rates, but a small proportion 
of our population is affected by passenger tariffs. The price of sugar, ox flour, 
of potatoes, the cost of clothing and boots and shoes, and even the cost of patent 
medicines, are of more importance to the masses than this subject of passenger 
travel. 

We believe the practice of circuitous tickets justifiable. The short line estab¬ 
lishes the rate and is naturally entitled to the through business. If a combina¬ 
tion of lines is formed that makes a mileage of from 100 to 500 more, and a loss 
in time to the passenger of from 3 hours to 34 in transit, a broker is perfectly jus¬ 
tified in applying his methods of business to this class of tickets. The railroads 
seoin to act upon the principle that conspiracies against each other are entirely 
justifiable. Railroad properties may ho wrecked, offensive and defensive alliances 
perfected, rates may bo made by illegal agreements, and such actions shall be the 
law; but what a wicked act for the detestable "scalper,"without tlieir most right¬ 
eous authority, to step in and break up this scheme, with a vulgar intent to make 
money for himself and effect a saving for his customer! 

I believe that is all, and I would he glad now, Mr. Chairman, to answer, to the 
best of my ability, any questions which the members of the commission choose 
to ask. 

Q. (By Mr. Kennedy.) What other State has declared an antiscalping law 
unconstitutional?—A. Pennsylvania was the pioneer in that. I think they passed 
a law in 1863, hut it never was known there was such a law outside of the city of 
Philadelphia. There is Pennsylvania, Minnesota, New’ Jersey, Montana, Indiana, 
Texas, Florida. New York, and Illinois. 

Q. What I want.to know is this; Did not the court of some other State declare 
a law to be unconstitutional about the time that the court of appeals of the State 
of New York acted on this case?—A. Texas. I think the Texas decision was after 
that of the court of appeals of New York. 

y. When was the Illinois decision given?—A. When wo say that these decisions 
were made in two States declaring it unconstitutional, we refer to Texas and 
Now York. In Illinois I think our only legal opinions were given by the lower 
courts. The matter was rushed in a peculiar maimer before the supreme court of 
the State of Illinois in a prepared case from some out-of-the-way place. Thero 
was no opposition made to it, and in some way a decision was rendered by the 
supreme court of Illinois, In the lower courts there have been several decisions 
declaring it unconstitutional, but not in the supreme court. 

(The witness submitted copies, taken from the Chicago Law Journal of dates 
July 29, 1898, and February 17,1899, of opinions ill cases in the circuit court of 
Cook County, Hi., deciding that the law of that State aimed at ticket brokerage 
was unconstitutional. So much of said opinions as relates to ticket brokerage 
follows:) 

TICKET BROKERS I.AW FORBIDDING SALK OK RAILWAY TICKETS—UNCONSTITUTIONAL. 

[Thu People v. Ed ward Ullmun. In the circuit court of Cook County, Ill. Gibbons, John, judge. 

(Filed July 23,1898.)] 

Motion to quash indictment. 

1. The law of 1875, making it unlawful for any person not authorised by the owner or operator of a 

railroad to sell or transfer tickets, passes, or other evidence of the holder’s title to travel on 
any railroad or steamboat, is unconstitutional, as the legislature can not make an act criminal 
which is In Itself innocent. 

2. The police power of a State defined, and instances given wherein it may be exercised. 

Gibbons, J.: The defendant has been indicted under a statute of this State passed in the year 1875 
entitled “An act to prevent frauds upon travelers and owner or owners of any railroad, steamboat, 
or other conveyance for the transportation of passengers,” a part of which act reads as follows: 

“That it shall be the duty of owner or owners of any railroad or steamboat for the transportation 
of passengers to provide each agent who may be authorized to sell tickets or other certificates enti¬ 
tling the holder to travel upon any railroad or steamboat with a certificate setting forth the authority 
of such agent to make such sales, which certificate shall be duly attested by the corporate seal of the 
owner of such railroad or steamboat.” 

Defendant sued out a writ of habeas corpus before me to test the constitutionality of this act, but 
upon my suggestion, a motion was made to quash the indictment, and that the question be presented 
on that motion instead of on habeas corpus. 
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The constitutionality of the law must be tested with reference to the provision of section 2 of the 
act, because that is the only part of the act the violation of which is made a penal offense; that is, 
probably so far as the sale of a ticket is concerned. That section provides: “That it shall not bo 
lawful for any person not possessed of such authority” (meaning the authority specified in the first 
section), “ so evidenced, to sell, barter, or transfer, for any consideration whatever, the whole or any 
part of any ticket or tickets, passes, or other evidence of the holder’s title to travel on any railroad or 
Nteamboat, whether the samo be situated, operated,or owned within or without the limits of this 
State." 

The act is not aimed at nor directed to the prevention of fraud in respect to the barter, sale, or 
transfer of tickets or passes which do not entitle the holder to travel on a railroad, steamboat, or the 
like, but is specially limited to and directed against the barter or sale of tickets, passes, or other evi¬ 
dences of the holder’s title to travel, etc. 

It Is contended that a railway ticket is not personal property, nor a chattel, nor a contract, but 
merely a receipt for the money paid to transportation. Decisions may be found in support of this 
proposition, but they do not seem to me to be based upon the reason or logic of the law. 

To say that a railway ticket is not personal propertj, nor a chattel, nor a contract is, in my opinion, 
judicial nonsense A promissory note is not personal property nor a chattel in the sense that the 
name reasoning might be applied tomilroad tickets. It is simply the evidence of an indebtedness 
from the maker of the note to the legal holder thereof What is a railroad ticket? It is simply the 
evidence of the holder’s right to tnnel over the loads specified thereon, and, when not limited to 
any particular person, it may he sold, transferred, or given away by the holder thereof the same as 
the owner of a promissory note may make a gift, sale, or transfer thereof 

I am not unmindful ol the fact that ruilroadsfsteumbouts, warehouses, and other associations of 
that nature, impressed with a public dutv and intended to perform certain quasi-public functions, 
may be the subject of legislatn e control and regulation so long as the legislature does not transcend 
the limit of the Shite or Federal Constitution. But it is claimed in tins ease, a contention which has 
been urged with great earnestness in many cases and which has found support in judicial decisions, 
that the legislature, under the police pow u\ may enact any law which it may deem essential for the 
public good, and that, unless the law falls wuhm lhe ban of some constitutional provision, State or 
national, the courts must uphold it There is no conceivable doctrine which would be more danger¬ 
ous to the State if sanctioned by the courts than the doctrine here contended for. 

Blackstone, in his classification of fundamental rights, says “The third absolute right inherent in 
every Knglishman is that ol property, which consists in the'free use, enjoyment, and disposal of his 
acquisitions without any control or diminution sa\e only hv laws of the land * * * The laws of 
England are, therefore, In point of honor and justice, extremely watchful in asserting and protecting 
this right. Upon this principle the Great Charter has declared that no freeman shall be disseized or 
divested of Ids freehold or of ins liberties or lice customs but by judgment of his peers or the law of 
the. land. * * * In vain may it lie mged that the good of the indiv idual ought to yield to that of 
the community; for it would be datigeions to allow any private men or even any public tribunal to 
be llie judge of this common good and to decide w bother it would be expedient or no. Besides, the 
public is nothing more essentially interested than m the protection of every individual’s private 
rights as modeled by the municipal law. In this and similar cases the legislature alone can, and 
indeed frequently does, interpose and compel the individual to acquiesce. But how does it inter¬ 
pose and compel 7 Not by absolutely stupping the subject of his property in an arbitrary manner; 
but by giving him a lull indemnification and equivalent for the injury "thereby sustained.” This 
absolute right of property inherent in every Englishman was supposed lobe protected against legis¬ 
lative spoliation, not only in Magna Cliarta, but by the unwritten constitution of England, yet the 
fact remains that if the British Parliament should pass a law declaring that the property of A should 
thereafter vest in B even without compensation, there is no power in the Engli- n judiciary to declare 
such an act void or unconstitutional 

If the contention here urged should be sanctioned as sound law, the State legislature would be as 
omnipotent as the British Parliament, ami there would be no power in the judiciary of this State or 
of the United States to annul its enactments 

******* 

Mr. Justice Miller, delivering the unanimous opinion of the Supreme Court of the United States In 
Yates c Milwaukee, 10 Wallace, 407, asserts that the meie declaration by the city council of Milwau¬ 
kee that a certain structure was an encroachment or obstruction did not make it so; nor could such 
declaration make it a nuisance unless it in laet had that character. 

“ It is n doctrine,” lie says, “ not to he tolerated in tins country that a municipal corporation, with¬ 
out any general laws, either of the city or of the State within winch a given structure can be shown 
to be a nuisance, can, by its mere declaration that it is one, subject it to removal by anv person sup¬ 
posed to be aggrieved, or even by the city itself. This would place e\ cry house, every business, and 
all the property of the city at the uncontrolled will and temper of the legal authorities.” 

In Loan Association t\ Topeka, 20 Wallace, fifth, this same lmmoital jurist was the first to give 
judicial utterance to the great principle of individual right and personal security under the law when 
lie said- "it must be conceded that there are such rights m every free government beyond the control 
of the .state A government which recognized no such rights, which held the lives, the liberty, and 
tiie property of its citizens subject at all times to the absolute disposition and unlimited control of 
even the most democratic depository of power is, after all, but a despotism. It is true it is a despotism 
of the many, of the majority, if you choose to call it so; hut it is none the less u despotism. 

“it may well be doubted if a man lias to hold all that he is accustomed to call his own or in which 
he has placed his happiness, and the security of which is essential to that happiness, under the 
unlimited dominion of others; whether it is not wiser that this power should be exercised by one man 
than by many. The theory of our Government 1 ', State and National, is opposed to the deposit of 
unlimited power anywhere. The executive, the legislative, and judicial branches of these Govern¬ 
ments are all of limited and defined powers. There are limitationson such power which grow out of 
the essential natureof all free governments—implied reservations of individual rights, without which 
the social compact could not exist, and which are respected by all governments entitled to the name.” 

Speaking of the police power of the State, Mr. Justice Earl held in re Jacobs, 98 New York, 98, that 
“ Under it the conduct of an individual and the use of property may be regulated so as to interfere to 
some extent with the freedom of the one and the enjoyment of the other; and in cases of great emer¬ 
gency, engendering overruling necessity, property may be taken or destroyed without compensation 
and withoutwhatiscommonly called due process oflaw. Thelimitof this power can not be accurately 
defined, and the courts havenot been able or willing definitely to circumscribe it; but the power, hovv- 
k V j J 0ft(l and extensive, is not above the Constitution; when it (the Constitution) speaks ltmust be 
needed. It furnishes the supreme law, the. guide for the conduct of legislators, judges, and private 
persons, and, so far as it imposes restraints, the police power must be exercised in subordination 
thereto.” 

What is meant by the police power of the State 0 It is that power and dominion inherent in every 
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government over the liberty and property of the individual which may be exercised in ease of neces¬ 
sity for the protection of the general public For example, the legislature may authorize health com¬ 
missioners or other officers of the law to quarantine a person suffering irom smallpox or other infectious 
disease, at his home or elsewhere, and thus deprive him for the time being of his personal liberty; 
may justify the invasion of the habitation of such a person so as to burn or destroy bis effects in order 
to prevent the spread of tho disease; may empower municipal officers to blowup buildings m order to 
stay the ravages of a coutiagration which threatens the destruction of a city; may justify the seizure 
and distribution of food murder to avert a threatened famine; may pass laws for the regulation or 
Kuppre&siou of gambling or of the. sale of intoxicating liquors, based upon the assumption that the 
conduct of such a business is destructive of public, morals and has a tendency to promote pauperism 
and crime. And even m such eases the reasonableness of the luw is always open to inquiry b\ the 
judiciary But. the legislature can not, under the guise of the police power, prohibit the sale of 
wholesome food, or declare that to be criminal which iu its nature can not be destructive of morals 
or detrimental to the well-being of the people. 

******* 

Our institutions are not founded on Hie feudal principle that a parliament is supreme, omnipotent, 
but are founded upon eompact—founded upon a written Constitution, binding upon the State and 
upon the individual, ami a guide for officcis, for legislators, and for judges, i People v. Eden,Chicago. 
L. .1 Monthly, 1895, p st9, S C , 16t 111, 2%. 

Cases might be multiplied asserting and maintaining this principle, but I deem it unnecessary to 
do so, because if we once concede that the police jHiwer of a State is above the Constitution, we 
might as well abolish all constitutional restrictions and adopt the feudal principle prevailing in 
Continental Europe based upon the theory of divine right ot kings and the omnipotence of 
parliaments. , _ , , 

i, for one, shall never follow the decisions of any court announcing such a dangerous doctrine, 
and, 1 am happy to say, that I am not compelled to do so in this ease, because the supreme court of 
Illinois lias never asserted a doctrine that is destructive of personal liberty, individual security, or 
the right oi property. , . , . . 

There was a time when courts strove to arrive at the right and justice of each particular case based 
upon its own peculiar facts by applying some legal truth,some maxim of the law, to the facts of that 
case. But now we seldom reason from first principles of right and justice, but rather content our¬ 
selves by blindly following some judicial bellwether whose decision fills space m au encyclopedia 
or is quilted approvingly by a modern book builder. 

This criticism is fully warranted by the tact that our supreme court, in what is alleged to be a 
fictitious case presented to it, based upon an indictment charging an miraction of the statute under 
consideration, was led to proclaim its constitutionality, and the courts ot other sister States have 
upheld similar statutes, quoting the case of Burdick r.Tne People, 1 It) 111, fiOU,as a precedent. 

In 1(12 Ill.,-18, the attention ot the supreme court was directed to this ease on a motion to expunge 
the opinion fuan the rceoidon the alleged ground that the court was imposed upon and falsely 
induced to render >i decision sustaining (lie constitutionality of the act, but the <ourt, Uv a vote of 
4 to fi, refused the motion on the ground I hat the parties who made the motion were strangers to 
the record, and the court made the novel and significant announcement that the judgment of 
affirmance in the Buidiek cases and the opinions ot the court in deciding them are conclusive only 
as between the parties to those cases. This announcement was made knowuiglv, and there can be 
no mistaking its meaning iu view of the lecord made in tin* ease. So that I am not bound by the 
decision in the Burdick cases unless it should appeal to me as sound law 
In view of the. many able and exhaustive decision*of the supreme court announcing principles so 
antagonistic to the ride laid down in the Burdick cases, I am constrained to believe that this law 
would never have received the seal of its approval had the ease been presented toil in all its bear¬ 
ings. T am so confident that the statute under eonsiderati >n is not only in conflict with the bill of 
rights of our Constitution the fourteenth amendment, and the interstate commerce clause of the 
National Constitution that it seems unnecessary to further discuss the question or repeal the reason¬ 
ing advanced by me in declaring the barber Sunday closing law unconstitutional in People v Eden, 
supru. I am willing, however, that the cause should be appealed to the supreme court, and, not¬ 
withstanding the fact that I am convinced of the uncomtitutionality ot the law, l will overrule the 
motion to quash the indictment so that if the defendant is convicted thereon an appeal maybe 
taken to the supreme court, where that court will have a chance to explain its former luling, and 
if need be overrule and annul it 

TICKET BKOKEHs’ ACT UNCONSTITUTIONAL—K ULROAD TICKET PERSONAL PROPERTY OK PURCHASER— 
POLICE POWER—Jt PlCIAL NOTICE—HABEAS CORPUS 

(Opinion filed February 10, 1899 ) 

[People ex rol. Bennett D Marks et al v. James Pease, Sheriff Circuit court of Cook County Richard 
Prendcrgast, solicitor for relator. Charles S.Dcncen, State’s attorney, and VV. S. Forrest, solicitors 
for respondent. ] 

(1) The law of 1875, making It unlawful for any person not authorized by the owner or operator of a 
rairload to sell or transfer tickets, passes, or otnci evidence of the holder's title to travel on any 
raiiroad or steamboat is unconstitutional, as the legislutuie can not make an act criminal which 
is in itself innocent. 

(2) The police power of a State defined, and instances given wherein it may be exercised. 

(:i) A person, by a proceeding in habeas corpus, may, before trial, test the constitutionality of the 
statute under which lie is indicted . , 

Gibbons, J.: In 1895 the legislature of this State enacted a law having for its apparent scope and 
purpose the prevention of frauds upon travelers and owners of railroads, steamlmats, or other con¬ 
veyances for the transportation of passengers The first section thereof provides that it shall he the 
duty of the owner of any railroad or steamboat for the transportation of passengers to provide each 
agent who may be authorized to sell tickets or other certificates entitling the holder to travel upon 
such railroad or steamboat with a certificate setting forth the authority of such agent to make such 
sales. The second section provides that it shall be unlawful for any person not possessed of such 
authoritv to sell, barter, or transfer for anv consideration the whole or any part of any ticket or 
tickets, passes, or other evidences of the holder’s title to travel on any railroad, whether the same be 
situated, operated, or owned within or without the limits of this State. 

The petitioner was indicted by the grand jury of this countv for violating the provisions of this act, 
and he sued out a writ of habeas corpus beiore me to test its constitutionality. 
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A similar netltion was presented in the case of People ex rel. Edward Ullman, in July last, but I 
then insisted upon the question being raised by motion to quash the indictment. Acting upon the 
suggestion of the court, the case was accordingly submitted, after having been elaborately argued 
by counsel I carefully investigated the authorities then presented, and after due deliberation I 
held that the law was invalid, but I refused to quash the indictment in order to give the prosecution 
a chance to present the matter to the .supreme court of this State. (See opinion published in extenso, 
People ex rel. Pllmun r James Pea-e, Sheriff, volume 3, Chicago Law Journal Weekly, p 3.17 ) 

The learned counsel for the people urge with much earnestness that. I reached an erroneous con¬ 
clusion in that case, and still contend that the law is a proper exercise of the police power of the State. 
In view of the persistent contention ot counsel, 1 have reexamined the questions involved, and the 
more thought and reflection I have given them the more convinced I am of the correctness «l my 
conclusion There is, doubtless, much force in the contention of learned counsel, if the crime de¬ 
nounced in the statute was the sale of a ticket which did not entitle the holder to travel thereon, but 
such is not the aim or purpose of the law If f enter a railroad office and ask ior a ticket from Chi¬ 
cago to New Vcrk. ami I pa\ the price demanded therefor, it is as much m> property as the coat I 
weai I ma\ ha\ e pm chased the ticket for some member of my lamily, for my domestic, or friend, 
or for mvself. As l paid the price demanded, it was of no consequence to the coin pun) for whom I 
purchased it. , 

That the legislature of the State has the power to regulate, restrain, or prohibit the sale of an> article 
or commodity,or the conduct of any business which is or may be deleterious to health, destructive of 
morals, or which might produce pauperism or crime, no one will denv. 

******* 

What is there in the nature <»t this business which our modern Solons should place under the ban 
of outlaw r>7 

Timeout t can not plead ignorance of facts which are of common knowledge: and it therefore assorts 
that the men engaged in the ticket brokers’ business have seldom occupied the time or attention of 
our nants, which is pnnm facie evidence ot lair dealings with their patrons, and of earnest efforts to 
please them Members of this association are found in every city and in nearly every town winch is 
reached h> a railroad, ami the traveler who seeks information at their offices as to the host and cheap¬ 
est mode ot eonvcvnneo receives it without teai or reward 
Had the supreme < unit ot this state uphold the law in a ease between real parties litigant I should 
acknowledge its superior authority, but, as it has not, and as the court of appeals of New York, by a 
inaioiilvof ns members, lias dcciaied u similar act of that State unconstitutional. I have not the 
slightest doubt but that the act in question is unconstitutional (See People ex rel Tyrolcr r. Warden 
of City I'rwon, -.1 N E , 100(1. A No, the opinion ot Judge Dunne of this court m People ex rel. r James 
Pease, bln riff, vol,3, Chicago Law Journal Weekly, p. 501 ) 


The petitioner in this ease v\ ill he discharged from his illegal restraint, and it is so ordered. 

Pell tinner d isc l la rged. 

Q. You say tile Texas decision was about the same time as that of Now York?— 
A. Very soon after. I think. The Texas decision did not go into the merits of 
the case; it- was on a point, of law. By the wording of the bill the legislature had 
left it optional with the railroads as to whether they should or should not print 
■■not transferable” on a ticket. If they did not print that, all right; but if they 
did punt that it was a crime to sell the ticket: and the court threw it out on that 
point—that it left it optional with the railroad as to whether it should be a crime 
or not. I am not a lawyer and it is not easy for me to explain these pointsof law. 

Q. You spoke about your responsibility going with the ticket that the traveling 
man purchased from yon unless he signed a contract liy which he assumed the 
responsibility. Is that a common practice?—A. That is afaet.it is a rule, an 
absolute and invariable rule with the association. 

Q. Why do you enter into a contract of that kind with the traveling public in 
any instance?—A. To protect them. There may be a ticket which was made out 
to a particular individual, and the railroad conductor might refuse to accept it, 
as fare. So we reverse the ordinary principles of business. If you claim that 
you are defrauded in a transaction, ordinarily you would have to prove that you 
had been defrauded. We say that unless the broker has a written agreement to 
the contrary with his 'passenger, lie, the broker, is responsible for that ticket. 
It is to meet, cases like this that the acts of all ticket brokers in the American 
Ticket Brokers’ Association are absolutely guaranteed I < > the public. It is to make 
our patrons feel absolutely fearless in purchasing tickets, and to counteract the 
influence of the articles the railroads are constantly putting in the papers in an 
effort to educate the people to be afraid of the ticket broker. 

Q. Why do you get tickets for which you do not care to assume responsibility, 
and put that responsibility on the traveler?—A. I have never, in my own experi¬ 
ence, sold a ticket of a character that I was not willing to assume responsibility 
for, I do not think that, in the 19 years of the existence of my office in Detroit 
there 1ms ever been a transaction of that kind; bnt that is a rule, one of the rules 
of the association. 

(A Voice.) There is a question here I think you are not quite clear on. The 
by-law is not intended to mean that the broker is not responsible for the amount 
of money that the passenger pays for ticketB. It is only intended to show to the 
executive committee, who arbitrate these cases between passenger and broker, 
that he is not permitted to receive any more money than the amount of money 
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paid. In no instance do we sell a ticket with any kind of a contract that he 
assumes any more risk than the amount of money he pays. 

Q. (By Mr. A. L. Harris.) Do you accept that as your testimony?—A. Yes. 
In this way; our guaranty is this: Suppose you buy a ticket of me for $8; the 
regular fare is $10; the ticket is refused; I am compelled by the rules of our asso¬ 
ciation to make you whole. I pay $10—not $8 that you pay me—and I have no 
recourse. If I refuse to do it and the passenger appeals to the association, unless 
I have this written contract with the passenger that he will take that ticket and 
assume his own responsibility, I must refund the $10. 

Q. (By Mr. Litchman.) Ah I understand it, the point of the question of Mr. 
Kennedy is whether it is your usual custom to ask for a contract of that kind?— 
A. I never did so in my life. 

Q. (By Mr. Kennedy.) Can you give the names of any men who are now 
prominent in railway management or the railway business, who have gone up 
from brokers’ offices?—A. I could do so, but I would rather not do it, from the 
fact that they might imagine it would lower their dignity and might feel offended. 
I know of a very popular traffic manager who commenced his career in a tickot 
broker's office, a gentleman who has a record, from the time he was a boy until 
he grew up to manhood, of strict integrity, and he is not an enemy to-day of the 
ticket broker. One of the commissioners, whose name is known the world over, 
got his first education in the office of one of the ticket brokers here to-day. 

Q. Interstate Commerce Commissioner, you mean?—A. No, of the railroad 
commission; not the Industrial Commission or the Interstate Commerce Com¬ 
mission. Although I recall a case—I should not like to produce the contract— 
but one of the early members of the Interstate Commerce Commission, who spoke 
very bitterly of ticket brokerage, or at least the reports say so, did make a con¬ 
tract with me shortly before he was made a member of the commission for a 
large block of tickets, and I was to sell them at a specified rate. The contract 
was signed by liis successor, and the tickets were not turned over until after he 
became a member of the commission. I suppose the number would run into the 
hundreds—railroad men occupying high positions to-day, at least positions of 
trust and responsibility, who worked for brokers. It is very common for men to 
leave the railway service and work for a broker, and then go back to the railway 
service. In fact, work in a broker’s office is an education which makes a man 
valuable for the ticket business. He gets familiar with every form of ticket 
issued, and the different lines of railroads in the United States, the railway con¬ 
nections, and everything of that kind. 

Q. How do your members view the movement which is now going on among 
the railroads of the United States looking toward what some of them call com¬ 
munity of interest?—A. We think that if those schemes are carried out that they 
will destroy our business. We are in business not from sentiment, but to make 
money in an honorable way. When in the course of business any combinations 
that are honorably and legally formed put us out of business, we will make no 
complaint; we will go down; we will rise or go down as the situation may be 
brought about; but what we do object to is to be stigmatized as doing an illegiti¬ 
mate and dishonorable business. 

Q. Do you believe that so long as there shall be competition in railway passen¬ 
ger traffic there will be room for the brokers?—A. As long as there is competition 
there is room for brokers. There is this about it: The broker thrives best when 
trade is bad and when rates are high. When people are making money they don’t 
care so much—the savings effected through brokers do not amount to so much to 
them; they are not so anxious to buy. When the railroads are doing lots of busi¬ 
ness they do not care for us. But when the railroad companies get in a close 
place and need business—it is like any other business—they get out and look for 
it, and the ticket broker is in a position to give it to them. 

Q. This is one business, then, that does not thrive on prosperity?—A. Not so 
much so. 

Q. Have you any written contract made between ticket brokers and railroad 
officials for the selling of cut-rate tickets in bulk?—A. They could be procured, 
but it would be a violation of a business agreement, and something that we should 
greatly hesitate to do. We do not think it would be right to do it. 

Q. (By Mr. Litchman). You are sure that such things exist?—A. Such things 
exist. I am willing to say that on my oath. 

Q. (By Mr. Kennedy). And you could furnish them if you were inclined to?— 
A. I suppose it would be possible. I would not like to say that we will do it. I 
will say this, in regard to contracts of late years, that it is a matter of honor 
between the ticket broker and railroad men. For instance, a ticket broker may 
write to a general passenger agent that ho wants something, that he can do him 
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aome good, and instead of getting a reply by mail a district passenger agent or a 
traveling passenger agent comes in and talks the matter over and says, “ We will 
do so and so; ” and that contract stands. The agent will say, “ Buy tickets read¬ 
ing over our road, report to us the forms and numbers at tho end of the month, 
and a check will follow.” That is the general custom of doing business, and, to 
the credit of the roads, there are very few instances on record where the contract 
has been violated to the slightest extent. 

Q. Would you mind furnishing such a contract for publication in your testi¬ 
mony if the commission were to omit the names?—A. Contract for the sale of 
tickets? 

Q. Yes.—A. Personally I might not object to show tho one in which the com¬ 
missioner was interested, but I bolieve that even in that case I might bo con¬ 
demned by the ticket brokers of the United States as violating a confidence, 

Q. I will not press it, then.—A. When prominent railroad men who have dealt 
with us come before this commission, or a commiasion of this character, and give 
testimony derogatory to the ticket brokers, there is a great temptation to get hack 
at them. When, as I have mentioned here, a member of the Interstate Commerce 
Commission—one of the early members—attacked us, I felt very bitter when I 
had in my hands the contract from the road that he represented, and the arrange¬ 
ment had been made before he left the road. I felt like showing him up, but X 
never have. 

Q. (By Mr. Litchman). It is a fact, then, that the officers of railroad lines find 
it expedient, and profitable at times to deal with the Ticket Brokers’ Association?— 
A. We proved before the Committee on Interstate Commerce in the Senate that 
95 per cent of the business of the ticket brokers in the United States was done 
with tho railroads direct. 

Q. And yet, when they want legislation from Congress, they turn around and 
denounce your association as dishonest. Is that right?—A. There were just, two 
cases shown up in that testimony before the Senate committee by Mr. George M. 
McKenzie. The Pennsylvania Company, represented by Mr. Boyd, was one of our 
bitterest enemies. The New York Central, through Mr. Daniels', was also exceed¬ 
ingly hitler against the brokers. Mr. McKenzie, to defend himself, showed (and 
the testimony is in tile records of that hearing) that the Pennsylvania Company 
had dealt through brokers to the extent of tens of thousands of dollars. The can¬ 
celed checks paid by brokers and returned to them through tho banks and indorsed 
by the railroads' treasurers were shown to prove dealings with brokers by the 
New York Central (and some of the gentlemen are present who drew those 
chocks). The checks were for tickets over the West Shore road, owned by the New 
York Central, and they showed the indorsement of the treasurer of the New York 
Central. 

Q. (By Mr. Kennedy.) What proportion of your business can you say now 
comes to you through the railroad officials?—A. The statement of Mr. McKenzie 
was 95 per cent. Now, when we say 95 per cent of our tickets were bought 
directly from the railroads 1 do not mean that each individual broker buys all his 
tickets^ from the railroads. For instance, some broker at a starting point East, 
New York or Boston, starts that ticket West. It may travel from New York to 
San Francisco, but it was originally purchased from the railroad direct by the 
broker, and is used from point to point. 

Q. Have you any idea what proportion of your business now comes from the 
railroads?—A. Well, there is a less proportion, especially in tho last year, when 
the traffic, associations are the whole tiling. 

Q. Could you keep open your ticket offices and do business and make a living 
without the trade which you get through the railroad officials?—A. No; I do not 
think so, to anything like the extent to which the business was formerly con¬ 
ducted. Where a broker would have perhaps anywhere from thirty, fifty, to a 
hundred thousand dollars invested in stock, he would necessarily have to do the 
comparatively small business that is done through tickets that passengers don’t 
use and through excursion business, and of course that would greatly injure the 
advantages the public now enjoy, because when a broker is doing a thriving busi¬ 
ness he can buy almost any quantity offered of these tickets by passengers, and 
he can depend on a large sale to his customers. If the trade is restricted and he 
can t buy of the railroads, he has got to take some other line in with his ticket 
business, and perhaps take a less public location. He would not have the same 
tacuities for handling tickets, and of course he would not he in position to handle 
a large amount of stock. 

Q- i! f ? ou . are l,oillg businesa . in Washington, and a gentleman comes to you and 
says ne desires to travel to Chicago, and wants to know what you will make him 
a rate to Chicago for, and you tell him that you will buy a ticket for Omaha or 
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some point farther West, and give him an order on a Chicago broker to buy the 
unused portion of that ticket—is that a common practice?—A. It is a very com¬ 
mon way. That is what is called “ scalping” a ticket—buying to some through 
point, which is perhaps a competitive point, and upon which very likely some one 
of the various roads in this line are anxious for business, and will pay a commis¬ 
sion. We sell the passenger the through ticket and give him a rebate order on a 
broker at the intermediate point for which he is bound. 

Q. What I wanted to know in that particular instance was this: Do the railroads 
know generally that those tickets are bought in that way, being purchased by or 
for a ticket broker or scalper?—A. It is a very difficult thing not to know it, 
because the broker buys the ticket. They know it, and it is encouraged by the 
roads. For instance, there may be some road—say some one of the weaker lines— 
from, wo will say, Buffalo to Chicago, that wants business. The passenger agent 
of that road comes to a broker and says, * 1 Try and induce your Eastern correspond¬ 
ents or Western correspondents to send their business our way; get the business 
over our road, and if any tickets expire we will extend the limits.” Sometimes 
they pay a commission and sometimes they do not. 

Q. Do the traveling men of the United States, those who are known as travel¬ 
ing men of business houses, patronize your members to any considerable extent 
now?—A. I think that every organization of traveling men, every organization 
that I know of, has adopted resolutions denouncing the antiscalping bill, and is 
in favor of the broker. 

Q. Have tin* railroad companies recently made concessions to traveling men in 
any way?—A. In the way I have explained—in the interchangeable book. Where 
these books are sold, it may be of more advantage to the traveling man to buy the 
interchangeable book than to deal with brokers, as he gets a net rate of 2 cents. 

By the way, this interchangeable book to a great extent is of no particular 
advantage to the traveling man. When the old custom was in vogue, and each 
road sold its individual books, a traveling man was allowed by his house 3 cents a 
mile for travel. He got his mileage from the broker, as a general rule, at about 
cents and saved three-fourths of a cent, and that was one of the perquisites 
of his business. Now, in the territory of these interchangeable books, with a 
universal rate of 2 cents, he can only put in a bill of 2 cents a mile. The railroad 
companies can’t benefit by it, for the reason that no broker, except in very rare 
cases, paid them less than 2cents for mileage. It is the jobbing house that profits 
by this interchangeable book. 

I want to say or this interchangeable book, that while it takes the broker’s busi¬ 
ness from him, we make no complaint. Whenever the railroad companies offer 
something better to the public than we can give them, we certainly are not com¬ 
ing to a commission to complain nor to Congress to complain, and ask that a law 
be changed to put business into our hands. 

Q. I notice that you have many expired tickets. Do you buy all the tickets 
that come to you if there is a day or naif a day’s limit on them?—A. It depends 
upon circumstances; but as a general rule we do. 

Q. Do you lose many of them?—A. We lose enormous numbers of them, but it 
is good policy for us to buy everything that conies along, because it shows the 
people that there is a market for tickets, and m the aggregate we make money, 
of course, or we would not be in the business. Any ticket broker can show you 
boxes full of expired tickets. We simply buy a ticket as a speculation. If we 
lose it, why, it is all right; it is a matter of business, 

Q. (By Mr. Litchman.) You spoke of selling tickets for the railroad on a com¬ 
mission?—A. Yes. 

Q. Would you object to state what the amount of that commission is usually?— 
A. I think that it is an average of, say, 10 per cent. 

Q. Ten per cent of the selling price of the original ticket?—A. About that. 

Q. That would be a fair estimate for the whole country?—A. I think so. I 
guess that is a fair average. It is the same commission, as a general thing, that 
is paid to agents. A broker is treated usually just as the regular agent is, and if 
he chooses to divide part of his commission with the passenger, that is between 
him and the passenger. 

Q. Does the use of the interchangeable mileage book, in your judgment, have 
the approval of the employers of traveling men, as a rule?—A. I should think so. 
I think they are the ones that profit by it. 

Q. You spoke of the fact that the traveling men receive the difference between 
the cost of the mileage book and the straight 3-cent fare as a perquisite.—A. They 
did in former times. 

Q. Was it not the custom in former times for the employer to furnish the mile¬ 
age book the same as now?—A. I do not think so to the extent that it is now. 
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There is one reason why the employer furnishes this book, and that is because it 
is beyond the means of a great many of the traveling men to put enough money 
in it. I do not know what amount of money there is invested in these books—the 
amount of money that the railroad companies have the use of—but this book is 
No 836038 [referring to book before him], and at $10 a cover, to say nothing of 
the mileage inside, it represents an immense sum of money. Of course these are 
bring turned in constantly. It would not be fair to assume that there was about 
$8,360,000 out on these books, because a great many of them have been cashed; 
but there is an enormous sum of money involved. This is only one of at least 
three in the West. There is, west of Chicago, a different style of book; it is called 
the Sebastian book. You buy a pocketbook for a dollar or so, and when you buy 
a ticket of a railroad company you take a receipt and those receipts are registered 
by the ticket agent and they are filed in the book. When yon get up to, say, 3,000 
miles you can turn them in and get a rebate. In Michigan there is a kind called 
the Northern mileage book, controlled by the Northern Mileage Bureau. Another 
book, known as the Central Passenger Association book, is complained of by 
traveling men. I am not here to represent traveling men; hut there are many 
restrictions about this took that makes it of great inconvenience to the traveling 
men, because it is not accepted on the train. 

Q. The annoyance of the use of the book at the station?—A. Yes. There is one 
book that has not this objection—the Northern mileage book, used by the Michi¬ 
gan roads. 

Q. Will you kindly explain the manner in which this book is used?—A. To get 
this took the purchaser writes his name and address and gives it to the ticket 
agent and pays *30. There is nothing on this took to identify the original pur¬ 
chaser. When he wishes to travel upon it he goes to the ticket agent, indorses a 
strip of mileage in this took, and the ticket agent tears out the mileage and gives 
him a check or a ticket to be used in connection with the book cover. Then he 
can che< k his baggage. It is presented to the conductor on the train, who takes 
this ticket and, I presume, compares it with the mileage hook or sees that it (loos 
compare with it, and in that way the mileage is used; but, of course, if a man 
gets to the station close to train time and finds a large number of other mileage 
holders ahead of him, to get to the ticket agent, go through this complicated sys¬ 
tem, and get tiiis exchange made, baggage checked, etc., requires considerable 
time, and frequently he is not able to use the book at all, hut has to pay 8-cent 
fare. 

Q. (By Mr. Conger. ) This Northern hook you speak of has a different arrange¬ 
ment now. has it, not?—A. Yes; I think a much fairer arrangement. It is used 
like the old mileage book, except that the conductor detaches the mileage and 
requires the signature of the passenger on a separate slip. 

Q. Do yon know how that change was brought about; that, is, the change in the 
use of it?—A. I do not. I know that there were a great many traveling men 
who objected to this style of took, and that passenger men on Michigan railroads 
believed their objections reasonable and originated a new hook. 

Q. It, is quite likely, then, that the traveling men’s association had something. 
to do with it?—A. They may have had something to do with it. 

Q. (By Mr. Litohman.) They make a deposit with that book the same as this?— 
A. Ten dollars: yes. 

Q. (By Mr. Conoer.) I would like to ask whether you can tell us if the took 
in use in Michigan—I think you called it the took issued by the Northern Mileage 
Bureau—has the official approval of the Traveling Men's Association of Michi¬ 
gan?—A. I can not say positively that it has; 1 believe it has. I do not believe 
that any of them like the $10 cover, however. I know they do not. Nevertheless, 
it is the best thing that has been offered up to this time. 

Q. Is not this interchangeable mileage book an advantage to the travelers in 
the amount of money they have to invest in mileage books? For instance, if the 
traveling man with Michigan for his territory, and who would have to travel over, 
say, 5 different railroads, were to invest in mileage books in the usual way he 
would have to pay $100 for 5 books over as many roads, whereas by the pnrenase 
of 1 of these interchangeable hooks he could have a hook that would be good over 
5 roads for an investment of $30?—A. I think that is an advantage; an advantage 
to a man in that position. 

Mr. Kinneb. Mr. Lindenberger has given much time to our cause and has 
covered the ground quite thoroughly; but there is just a little thing I would like 
to answer in regard to the question asked by Mr. Conger. It is to some extent 
an advantage and in another way a great disadvantage, because in scceptingthat 
mileage on the train they will only check baggage to the passenger’s destination 
on that particular line. If they are going to .change on another road, they have 
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got to recheck; they can not check through in a great many instances. I am not 
m Michigan; but formerly they could check only to the road where they were 
going to change cars. I know that was in vogue. 

The Witness. Now, I believe this is obviated in the Michigan book; but in the 
Central Passenger Association book you can not get a through ticket issued beyond 
the line of the road that you first ride upon, and you can not check your baggage 
through; you have to change your ticket and recheck your baggage if you go on 
another road. This is very disagreeable on a night trip. 

* Q. (By Mr. Conokk.) I would like to ask a few questions in regard to the com¬ 
plaint that you made as to some of the Michigan roads having practically violated 
an agreement with you some years ago.—A. Not very long ago. 

Q. Family mileage hooks were in vogue. Was that or was it not brought 
about by a change in the passenger agents?—A. The passenger agent has since 
been advanced to larger responsibilities. He is a good fellow yet, but he don’t 
come into my office as lie used to. 

Q. When these family mileage books were in vogue it was the custom for this 
railroad to put many names on the book?—A. That was a good deal like the 
spelling of Sam Weller’s name—depended on the taste and fancy of the speller. 
They put on about as many as the purchaser wanted. 

Q. Now, when one of those books was used did not the man who used it have to 
sign one of the names on the book, whether it was his name or not?—A. That 
was the requirement, I believe, in the contract. 

Q. What was the practice?—A. I believe it was the practice. 

Q. Well, isn’t there an element of forgery in that?—A. I will tell you: In the 
first place the tickets were almost universally purchased by brokers, and the 
broker, in order that the names would not all be tne same, asked tho first traveler 
to put liis name on the book. The contract, so far as that is concerned, was 
entirely disregarded. And here is another feature I want to bring out in this 
contract on railroad tickets. There seems to be a different understanding in 
relation to this contract—if it is a contract—and to an ordinary business contract. 
The subject has been brought up or has been suggested to me. If this is a con¬ 
tract, why do not the revenue laws apply to it? In all business contracts the 
revenue laws requite a stamp. You have not seen a stamp on a mileage book, 
or a railroad ticket. 

If this is in the nature of an evasion—the using another person’s name—it is 
the result of an education from the railroad companies, and if there is anything 
wrong in it the responsibility rests with the railroad companies. I believe the 
requirement making any person sign a nanio on a ticket or mileage book is 
wrong, and it is being discontinued to a certain extent, just as in New England, 
where tho mileage book is now good in the hands of bearer, and while the con¬ 
tract on some of the books sold in that section requires the signature, it is not 
recognized. 

Q. Do you know of any action having been taken by a railroad company, or by 
anyone in their interest, for forgery against a person who had illegally signed a 
name on a mileage book?—A. I remember reading of one case in California, where 
the Southern Pacific Company tried to punish a man for signing a name, and the 
court decided that the original purchaser in selling that ticket necessarily gave 
the power of attorney to use his name in that connection to the person to whom 
lie sold it. 

Q. What proportion of your business now consists in mileage books, approxi¬ 
mately?—A. Personally it amounts to almost nothing since the interchangeable 
book was put in force. The only business to any extent that is done in mileage 
is simply buying these books for the use of individual traveling men who can not 
afford the outlay of money to carry them, and simply charging a percentage on the 
mileage, he using the book personally. Now, the conditions in my home city are 
very likely different from what they are in other cities. There are a great many 
parts of tne United States where the old conditions prevail, and the roads issue 
individual 500 and 1,000 mile books at a flat 2-cent rate. 

Q. Do the roads who are issuing these interchangeable books also issue a book 
of their own?—A. It has been discontinued. The last was within 3 months, I 
think—by the Grand Trunk Railroad—in our territory. 

Q. What proportion of your business 10 years ago consisted in selling and deal¬ 
ing in mileage books?—A. I think 10 years ago it was very largely mileage books. 

Q. And those mileage books in a great measure were purchased from the rail¬ 
roads direct?—A. Almost exclusively. In fact, it was dangerous to do otherwise. 
I would want to know my passenger if I should buy his mileage. I have known 
cases where a dishonest man would sell his mileage book to a broker, and then go 
to the company and report it lost, and have it taken up on the train and returned 
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to him; he was that much ahead and the broker that much out. In buying a 
ticket or mileage book requiring signature of any person not known to the broker 
he would have to be assured that everything was all right. 

Q. Now, a little while ago you practically declined to give the commission a 
contract or a copy of a contract between your agency and the railroad company 
for the sale of books, and the reason, as I understood it, was that it would be a 
violation of an agreement which you-A. (Interrupting.) Breach of faith. 

Q. I want to ask you whether you are not aware or whether it is not a fact that 
in times past, when these railroads were selling you these books, they by selling 

them to you at a less rate than the tariff rate-A. (Interrupting.) No; they 

usually sold to 11 s at tariff rate. 

Q. (Continuing.) Or paying you a commission on their sales, were not, as a 
matter of fact, violating the agreement which they had entered into with other 
roads?—A. I do not know as to that. The agreements they make with other 
roads, I understand, are unlawful, and they might object to show up; they might 
have a greater objection to showing that up than I would have, because my acts 
with the roads were not unlawful, but a combine in restraint of trade is unlawful. 
But then a great many of those transactions were in the days before the Interstate 
Commerce Commission was organized. 

Q. The point I am getting at is this: Whether there was any difference from a 
moral standpoint, from your point of view, between breaking your agreement with 
the roads yourself or helping one road to break its agreement with another road?— 
A. I do not believe these agreements with other roads are right. 

Q. Hence you feel justified in being a party to assisting a road to break its 
agreement?—A. You may say it is a rule more honored in the breach than in the 
observance. 

Q. You afterwards touched on equality of freight rates, and, as I remember, 
expressed an opinion that they were justifiable and desirable to the public.—A. I 
say it might be argued that they were. 

Q. Would it not be desirable from the standpoint of the public to have an 
equality of passenger rates?—A. Well, it is the inequality and discrimination in 
the’passenger business that gives the broker his business. If the roads treated 
the public with exact and equal justice, there would be no room for ticket 
brokers. 

Q. Would not the universal rate of 3 cents a mile bring it about?—A. It would 
absolutely destroy the brokers’ business. When roads make no discriminations 
to individuals or companies there is no business for the ticket brokers. 

Q. And there woulu not be enough to keep ticket brokers’ offices?—A, No. 

Q. From the standpoint of the legislator, then, who desires to serve the public 
primarily, and incidentally to abolish the ticket broker, if he would legislate so 
as to bring about a universal rate of 2 cents per mile, he would accomplish his 
object?—A. Yes; the ticket brokerage business would be unprofitable. The broker 
is a creature of conditions. 

Q. (By Mr. Farquhar. ) I would like to know if it has ever been decided in law 
whether when a person buys a ticket of a railroad, the railroad being a-common 
carrier, the purchaser of that ticket makes a contract?—A. 1 don’t think so. I 
do not believe that everything that railroads print upon railroad tickets is a con- 
tract—that all the conditions could be enforced. You will see it on almost every 
railroad ticket, the statement that the railroad will be responsible for only a cer¬ 
tain amount of baggage. That wouldn’t hold in law. There is frequently on 
tickets issued by some companies a caution in big letters warning the passenger 
that anyone who attempts to use that ticket other than the original purchaser 
is liable to prosecution for forgery. There is nothing in that; it is simply a 
falsehood. 

Q. Do you know whether there has ever been a test in law of a case where a 
person has been prosecuted for signing the name of another on a ticket?—A. I 
have referred to one case; I have not the records of it, but I remember of this 
California case, where the Southern Pacific attempted to prosecute a man for such 
an act. But this is certain, that if the signing of another person’s name on a 
ticket could subject the person so doing to successful prosecution for forgery, it 
would have been done hundreds of times in the past few years, while certain 
railroads, or certain combinations of railroads, have been trying to destroy the 
broker. There is this about it: I do not suppose there is a broker here to-day—I 
do not know that there is a broker now in tne American Ticket Brokers’ Associa¬ 
tion—that was ever arrested and charged with fraud. I never was. I never had 
the least intimation made that I had handled anything improper. I do not know 
of any present member of the association ever being charged with fraud, let alone 
being convicted. I know of cases where we have expelled members because we 
became satisfied they had been doing an illegitimate business. 
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Q. Of course a railroad is a common carrier, and they have on the face or back 
of their tickets certain conditions that you say are illegal. There is a condition 
on all common carriers, is there not, under the common law, that they shall 
carry safely to their destination the parties who have purchased tickets?—A. I 
think it would be more correct to say the “ parties holding ” than the party pur¬ 
chasing. 

Q. The railroad sells a ticket to a man. The contract is with him. He does 
not use it, but sells it to another man, who uses it. Now, would the railroad be 
responsible to the latter for an injury to limb or life, if it were known that he had 
not bought the ticket from the railroad in the first instance? I want to know 
what your experience and the experience of your friends has been when the law 
was brought up.—A. I never have known where a passenger that rode upon one 
of those tickets was injured and that question was brought up. My opinion is that 
the railroad company is responsible for an injury to a person even if he carries a 
complimentary pass upon which there is an agreement that a railroad would not 
be responsible and the party has signed it. 

Q. If the ticket says on its face that it is not transferable, do you think that the 
second party that holds it and uses it can sue the railroad for damages?—A. I 
believe so, under all rules of right and reason. I do not know what the techni¬ 
calities of the law might say in regard to it. I believe when a railroad company 
sells a ticket, accepts the price from anyone who will buy, that then its business 
is to transport a passenger on that ticket to his final destination, and not to 
question what particular person holds that ticket. Tickets are sold to anybody, 
without regard to weight, complexion, or nationality. 

Q. So that you do not know that the question has ever been brought up in law 
on the nontransferability of a ticket?—A. I remember I was interested in reading 
something in the printed proceedings of this commision. Some railroad president 
was asked that same question, and lie was much better qualified to answer than I. 
He seemed to be a little hazy on that proposition. 

Q. You mentioned incidentally in your testimony the licensing by national or 
State governments of ticket brokers. Do you know of any case where private 
business is licensed by nation or State?—A. I see Mr. Lansing nods his head. 
Perhaps he can answer that for me. 

Mr. Lansing. Yes; express companies are licensed in Savannah, Cta., and in 
Augusta, Ga. In fact, all lines of business are licensed, 

Q. (By Mr. Kennedy. ) I have a few questions that have been handed me to ask 
Mr. Lindenberger. Are there any restrictions in the sale of immigrant tickets— 
that is the cheapest class of tickets—with regard to time and accommodation?— 
A. I do not know as to that. It has not come in my experience. I know this, 
now that you are speaking of immigrant tickets, that a European immigrant gets 
a cheaper rate in the United States than all American citizen; that the rates will 
be from $3 to $5, perhaps, from New York or the landing point in America, to his 
destination, less than American citizens can get. 

Q. Those tickets are sold in Europe?—A. They may be prepaid in America. 
But the ticket which an ordinary American citizen and a voter can get for, say, 
$18 can be had by the foreign immigrant for $15. 

Q. That is universal? 

Mr. Lansing. The business in Atlantic ports is so controlled by a pool that no 
person other than one who has arrived from some foreign port can bay an immi¬ 
grant ticket. If he has been here over 3 weeks, then he is debarred from pur¬ 
chasing an immigrant ticket . And his name must appear on tho manifest of come 
steamship company. But the immigrant fares have been raised within the last 3 
years about 20 per cent. Within the last 8 years there has been no discovery of 
any transaction in which ticket brokers have been engaged in handling immigrant 
tickets. That has been confined to a different kind of people—men who make a 
specialty of selling land and looking after the interests of foreigners. 

Q. (By Mr. Litchman.) Touch a little on the difference in accommodations. 

Mr. Lansing. Yes; the accommodation of the immigrant passengers has some¬ 
what changed within the last few years. They do not run as many immigrant 
trains as they did heretofore; they hitch them onto some freight train, which 
reduces the cost of transportation considerably. But in many instances the immi¬ 
grant who pays $2 or $3 or even in some cases as much as $5 less rides side by side 
with an American citizen who has paid a higher amount, simply because the rail¬ 
ways control in a pool organization all the immigrant business of this country. 

Mr. A. L. Haems. You accept this now as your testimony? 

The Witness. I do. I want to say in connection with that statement that immi¬ 
grants ride in the same car, or perhaps in the same seat, with American citizens 
that pay a higher rate of fare; that in a great many cases in this country to-day, 
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where second-class rates havo not been abolished, roads have stopped using second- 
class cars or making any distinction in class, and that two passengers will ride 
side by side, one paying the first-class rate and one the second-class rate—a differ¬ 
ence, perhaps, of $2—and have exactly the same accommodations. 

Q. (By Mr. Farqchar.) Do not some of the roads that carry the immigrants 
on through rates let them ride in the smoker?—A. The smoker is not second class; 
a railroad company can not force a second-class passenger to ride m a smoker; in 
fact, they can keep him from doing so. As a general thing, to-day the first-class 
man that smokes has a right to the smoker and he is not compelled to go into a 
second-class car to smoke. I know of roads running reclining-chair cars; they 
are first class; the holders of second-class tickets have the same rights as the 
holders of first-class tickets right from the railroad companies. The person who 
knows his business buys a second-class ticket and saves the difference. There is 
only this difference, that a second-class ticket will not be accepted for a sleeping 
car; if he wants to ride at night he will have to have a first-class ticket and pay 
the’sleeping-car fare difference. 

Speaking of sleeping cars reminds me of the experience of one of the brokers 
present coming from Chicago to Washington. The usual rate for a sleeper is $5. 
He bought his to Pittsburg for $2.50; then from Pittsburg to Washington for $2. 
By buying two tickets he got here for $4.50; if he had bought a through ticket he 
would have had to pay $5. Those conditions obtain in many cases in ticket as 
well as in sleeper rates, and where brokers know of it they advise their customers 
and make a saving to them. 

Q. (By Mr. Farquiiar.) Do you think that the Wabash, which you know well, 
does not run second-class passengers m the smokers?—A. I never knew of a pas¬ 
senger on the Wabash being obliged 1 o go into the smoker. I think the gentlemen 
present will bear me out that a second-class passenger can not be compelled to go 
into the smoker; that, a smoker is not second class. It is a common thing, when 
our customers come in, for ns to say, ‘‘Are you going to take a sleeper? ” “ No." 
" Buy second-class; get the same accommodation and it is a saving of $2." 

(j. "(By Mr. Conger.) You buy a second-class ticket and sell it to them as first- 
class fare?—A. Oh, no. [Laughter.] We sell a great many tickets at tariff. 
We brokers all have a large business. The railroad companies may be in an agree¬ 
ment not to cut rates. They say, We are perfectly willing to pay you a commis¬ 
sion, hut the rate is not to be cut. We work for them and get business. Our 
passengers, a great many of them, are our friends that we have known for years. 
They say, We would rather buy of you than tho other fellow if you can make the 
same rate. There is a great deal of trade of that kind. If thero should bearegu- 
lation that all tickets must be sold at tariff rates, it would not destroy the brokers' 
offices. The passenger associations now say how many outside offices a railroad 
may have. They say to the general passenger agent, You must take your office 
out of that place or out of this hotel. If an antiscalping law were passed, and 
a man could not sell tickets without a certificate, the passenger associations 
would control the business entirely. "But without the certificate they can not 
control ns. We can sell tickets against anybody, even if it is necessary to sell at 
tariff rates. But, if a law is passed making it criminal for any man to sell them 
without a railroad certificate, they would restrain that man from selling a ticket 
and close his office. 

Q. (By Mr. Kennedy.) What percentage of the members of your organization 
have been in the brokeiage business 10 years or more? 

Mr. Carter. Between 65 and 70 per cent. 

The W itness. Mr. Carter says between 65 and 70 per cent. 

Q. And you say nono of these gentlemen have ever been charged with or ever 
been convicted of fraud?—A. I think our secretary, Mr. Carter, will know, and I 
will let him answer for me. He will know whether any person whom we have 
permitted to remain in our association was ever charged with or convicted of 
fraud. 

Mr, Carter. No, not one. 

Q. What position have ticket brokers occupied politically and socially, so far 
as you know?—A, A few of us have been sentenced to State legislatures or some¬ 
thing of that kind, but ticket brokers as a general thing are business men and 
not office seekers, 

Q. Were you ever a member of a legislature?—A. I have been a member of the 
California legislature. We are business men and pay very little attention to 
local politics, and X should think it would be a rare thing to find any of ns engaged 
in ward politics in the cities in which we live. 

It is true that ticket brokers have served as eouncilraen and aldermen of cities 
and were honored members of those bodies, but as an association we are not a 
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political bodv. But ticket brokers are wide-awake citizens; they take a lively 
interest in all public matters, but I mean they are not politicians to the extent of 
seeking political preferment and political positions. 

Q. Can you tell us something about the classes of people who effect a saving by 
patronizing ticket brokers, other than the traveling men you spoke of? Are they 
more generally laboring people or middle-class people, or is it true of all classes 
of people?—A. I should say they were from all classes. I think in my own city 
there is hardly any class of people, excepting those who can go to a railroad and 
get a pass, but what deal with the ticket brokers. We have sold to United States 
Senators, Congressmen, governors, judges, ministers of the gospel, officers of the 
Army, doctors, merchants, and business men, as well as to the great masses of the 
people in more humble walks of life; even railroad employees are among our cus¬ 
tomers. Of late years the roads have been drawing the lines and making it diffi¬ 
cult for men in the lower positions of railroad employment to get free transporta¬ 
tion or even special rates. A great many of them have come to us. Men employed 
on the passenger trains, knowing of the honorable character of ticket brokers, fre¬ 
quently recommended their friends to come to us because they knew that whatever 
we sell would be all right. 

Mr. Lansing. It is not an infrequent occurrence for poor people in Eastern 
cities, particularly New York, to deposit week by week or month by month a 
small sum to buy tickets West, or buy tickets for some one in the West to come 
East, or from the South to come North, and the saving through the ticket broker 
often means a day's wages or 10 or 12 hours’ work to a workingman. And again, 
in the cities where merchants and small tradesmen from tho West and South 
come on to buy goods tho wholesale houses, knowing that these men do not 
buy very extensively and do not ship very largely, and so are unable to get 
any consideration in the shape of passes or half-rate transportation from the 
railway companies, seek out the ticket broker and get the small tradesmen, 
the buyer, the crossroads grocer, and similar people something cheap from the 
ticket broker. It saves them a dollar or two. In the country, down in Kentucky 
and Tennessee and Missouri, a dollar is bigger than it is in New York and the big 
cities. Those men will walk fivo or six blocks and wait over a day or two to save 


a dollar on a ticket. Those aro only the wage-earners and frugal people. I have 
talked with our Eastern people, and a great many find that men who are well 
to do and who are frugal save money by patronizing brokers. They do not 
always expect to save money simply on a ticket, but they hope to save it by get¬ 
ting some information about some route that a railway company does not inform 
them about. Each railway office only informs the passenger about its own par¬ 
ticular line, whereas in a ticket broker's office the passenger is informed about 
the various lines—eight or nine of them in some instances—to a given place; and 
by that means the passenger is saved a great deal of tramping over tho city, a 
great deal of time, and he knows that tho information is correct, and he selects 
his route and makes a saving in money without any sacrifice of comfort. 

Q. (By Mr. Kennedy.) Mr. Lindenberger, you said something about selling 
railroad passes. If a man should come into your office in Detroit and offer to sell 
a railroad pass, would you take forcible possession of that pass and send it to the 
railroad or would you inform tho railroad that such a pass had been offered for 
sale?—A. I have frequently done so, but of late years I prefer not to see the pass. 
If a man should offer to sell me a pat-a, I would say: “We do not handle them; 
I do not want to see it.'’ Sometimes some very painful results grow out of 
reporting passes. I remember hearing one of my friends tell of the custom 
that he had, in common with other brokers, of reporting passes. He reported 
a pass that was offered for sale. It proved to have been given by a general 
passenger agent to a young man who was a friend of his family and whom he 
was trying to assist in getting something to do^ And tho fact that that young 
man had offered the pass for sale—had violated his confidence—hurt him so 
badly that he said: “lam very much obliged to you all right enough, but I am 
very sorry to know this thing. I would very gladly havo known nothing about 
it.” And it affected the broker so much that he said: “Hereafter I will just 
let those things go.” And I have had something of the same experience. Most 
of the passenger agents simply ignore our advice, and say: “Oh, well, that scalper 
is trying to curry favor with the road and is trying to make something out of 
it.” But I never buy a pass, and I never have sold one nor permitted one to be 
sold in my office. It is disreputable and dishonorable. While railroad com¬ 
panies may issue passes improperly, for political purposes or otherwise, it does 
not justify brokers in handling them. We confine our operations to tickets that 
the railroad company receives its price for. Such tickets I believe to be proper 
articles for sale, notwithstanding the fact that John Jones or Tom Smith may 
have been compelled to sign them. 
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Here is a point that might be of interest. The total amount of passenger 
revenue during the past five years amounted to $1,250,000,000. The amount of 
fraudulent tickets during that period could not possibly exceed $10,000. Of 
course I am not in the fraudulent-ticket business, and I do not know what it 
could amount to; but I know this: That with the system of espionage that is exer¬ 
cised by the traffic associations and railways by the spotters who are paid to get 
information—.and I think are sometimes inclined to manufacture it—certainly 
our enemies, if they had information of that kind, would present it; and from 
that I judge that the loss to railroads in fraudulent tickets must bo an exceedingly 
small fraction of the whole amount of business done. Take these limited tickets. 
While the railroad companies have been paid for them, it is of course a fraud 
upon the road and a dishonest act to extend the limits upon them. And yet most 
or the fraudulent tickets are extensions of the limit, or the using of these tickets 
outside of the proper agreement; so that as a matter of tact the railroads have 
actually been paid for carrying the passenger. Of course that is no excuse for 
the ticket being used. But I think that we can safely say that the value of 
fraudulent tickets that the railroads carry passengers upon, for which they receive 
no compensation, is very small indeed. Ticket frauds have been usually discovered 
through brokers. Recently a forged ticket was discovered, reading from Eastern 
cities to Colorado. It was an actual forgery, discovered by a broker. The broker 
is present. He notified the railroads, and the rascals were caught. The brokers 
gave every information possible, and the forgers are serving, and very properly 
serving, a term in the penitentiary. 

I have something here that might interest the commission. I spoke in my tes¬ 
timony of our correction sheet that is issued twice a month from the secretary's 
office m Louisville, Ky. Among the standing instructions on that sheet is the 
following [reading]: 

‘ 4 Lost, stolen, and fraudulent tickets. Members will report to the general office 
all lost, fraudulent, and stolen tickets, in conformity with article 15. This rule is 
mandatory, and failure to comply is punishable by fine.*’ 

(The witness then lead the remainder of the article, instructing brokers how 
to proceed upon the presentation at their counters of fraudulent tickets.) 

Q. (By Mr. Litciiman.) And then follows a list for that particular month?— 
A. Yes. Now, it has been the custom with railroad companies, and is really 
the most effectual way of detecting frauds, burglaries, etc., as soon as they learn 
of a fraudulent issue of tickets or of tickets being stolen, to notify a broker, who 
in turn notifies our secretary. That information is wired all over the country or 
goes by the first mail, so that every ticket broker in the United States is on the 
lookout for those tickets; and no fraud can Jong continue, because the party will 
be caught. 

Mr. Frank. With your permission, I should like to say a few words. 

Mr. A. L. Harris. All testimony will have to be sworn to, and if you appear 
as a witness you will have to take the oath. If Mr. Lindenbergcr, however, will 
accept your testimony as his, it will be all right. 

The Witness. If I object to it, I will say so and have it straightoned out. 

Mr. Frank. To show how impossible it is for fraudulent tickets to be accepted 
on a road for any length of time without the consent of the auditing department, 
a ticket presented on a train to-day is turned in by the conductor to the auditing 
department, say, to-morrow or next day—to-morrow, as a rule—the moment he 
finishes his trip; and by the next day it is checked up. so that it would be only a 
matter of one or two days that a fraud could continue without being discovered. 
A11 the brokers in this room have averaged in the business over 15 years. There is 
not one of us that has ever been arrested, or ever suspected, even, of selling a 
ticket that was connected with fraud. There is less chance of fraudulent tickets 
being accepted by a railroad than of almost any other kind of fraud being perpe¬ 
trated on a railroad or bank or any other institution. 

The Witness. Here is a clipping from the Dallas Herald, which was copied 
from the Chicago papers and published for an object all over the country, that I 
want to lay before the commission. [Reading:] 

RAILROADS DISTRIBUTING INFORMATION ON TICKET SCALPING. 

• Un( \ e , r , tlle heading of “Warning to the public," the railroads are sending out copies of the follow¬ 
ing article, which recently appeared in the Rochester Herald: 

’ The railroads are thoroughly in earnest in their purpose to put an end to the ticket-scalping busi¬ 
ness, and a few incidents Buch as took place in Chicago the other day will be sufficient warning to 
me traveling public that it can not hope to successfully defy the contract under which it secures 
iugoue mteS °* trans ! )0r k l ^ on ' The story as we have it from a Chicago newspaper is an interest- 

, llls '''he, whose home appeared to have been in the Windy City, bought for 816 two 
utnets, valued in the regular way at twice that sum, and returned home with the crowds which 
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wqr* ftockltiK in to attend the cnmer-tdonij laying- Tho contract required the deposit of the ticket* 
at tho arrive! Witloii, and they did thin, l»ut returned the next dav to I nq ulrc when they could M>cure 
pOMMton of thorn tqreln, but were told that they would be ready for them In ample time to catch 
their train for burnt:, 

“Saturday the man and wife cant'd for their tie beta and were tnid that they could occure thpro at 
the train. They Niid they wi*)i«J lo hike them Saturday evening. The man made quite a disturb¬ 
ance, but tho clerk waa ft fin, and the couple left and returned with ail officer and warrant from 
Jnrtke Marlin'* court and arretted the clerk, Commladoncr Donald, of tho association, went to 
Justice MHrctu'M court, and the <■»>**; wan Imraedlntely called and dismissed, as the judge Hold ho 
thought tli v -oifer of tins agon ry wusklr hi any event, *1 the couple wild they wished to go by the 
evening train and were promised tliclr tickets In ample time. 

" Three n^x iation men went to the train and found the couple waiting, One man remained near 
hy, while the other two handed the ticket* over and left* Immediately after the two men left the 
couple were Joined by a mnn and woman, lo whom tho ticket* were turned over and their baggage 
cheeked to Cmcinnnti. The conductor wns notified, and tho tickets were taken up before the train 
reached Forty-seventh street, where the purchaser* preferred leaving tbP train to paying their fare 
down to Ohio, 

“This la the flrat Instance of the kind that him conic to public notice, and It weald aetia (hat the 
railroad Company acted within its morel and legal rights. Tho rolling of a ticket at n largely 
reduced rate i*a favor lo the travel lug public, which the carrier hai a right to keep from being 
abused. If Jt lack a thin power, its only recourse is u> withdraw such lie Vela from sale, which would 
be a hardship to that claw of pcreonB who can take these pleasure jaunts only by the (avora which 
they Nrtlvt Imih (he railroads in the mutter of reduced rales. It wan no hardship to the original 
purehawr in this omiO cular iiutaticc, iw ho went Into the apecnlatlnn with his eye* fully (u the 

cunacquciKX") of failure, hut it wii<* a huoillintiun and annoyance lo the scalper's cuiwoinur, which 
might have been avoided by a IItile dorr observation of the code of honor on lioth iddcs .' 1 

In this article I do not sec where they dm connect the ticket broker with the 
transaction. It appears that tho couple bought round-trip tickets from where 
they started to Chicago and return, found another couple who were going back 
to this place, and desired to turn these tickets over to them. The railroad put 
their spotterB on them. They go and sign these tickets, and the tickets are taken 
up ana the people ejected from the train. Now. I believe that that sort of propo¬ 
sition is wrong. It may he contended that win-:, these parties bought these tickets 
to Chicago aim Teturn they became partite to a contract and should comply with 
all the requirements of tho controct, but I believo that when a railroad company 
sells a ticket it is good to carry a passenger, and as they sell that ticket to anyone 
that will buy it, it was a perfectly proper transaction fur this couple to turn t.lioir 
tickets over to any other couple who wonld return on the journey. Them is 
nothing of this kind that happens in the United States where a ticket is refused 
hut the 1 ' scalper " is blamed for it, and this, of course, is a specimen. I believo 
it is wrong. 

I remember a case, too, where a great deal was said in the newspapers about 
what they were pleased to tern a rascally trick by a scalper to beat the railroad 
company. From some place out of-Chicagn, perhaps a hundred miles, there was 
an excursion rate advertised of a round trip. A Chicago broker organized a com¬ 
pany of people, paid the local fare for hiB party on the train to this point, and got 
off the train to buy the round-trip tickets. The passenger agent or the road had 
learned of it, wired to the conductor to shorten the time at this station, who 
whipped away before the broker had time to tmy his tickets. The broker was 
compelled on the train to pay the local fare for bis entire party. This transaction 
wasonlletinod in the papers ns a proper way for the railroad company to beat the 
broker and punish him for the very improper act of selling to bis party at the fnll 
excursion rate that the railroad company had advertised in thie place, some little 
distance from Chicago. 

(Testimony closed.) 
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TESTIMOSY OF MB. A. K. TEI8BEBG, 

Secretary of the State- Railroad and Warehouse Vommvmon of Minnesota. 

The commission met at 10.10 a. m.. Vice-Chairman Phillips presiding. Mr. A. 
K. Teisberg, of St. Paul, Minn., secretary of the railroad and warehouse com¬ 
mission of the State of Minnesota, wa» introduced as a witness and, being duly 
sworn, testified as follows: 

Q. {By Mr. Phillips.) Mr. Teisberg, will yon please give ns your residence?— 
A. Since I became connected with the’ State railroad commission of Minnesota I 
have resided in St. Panl. I have been connected with that commission since it* 
creation in 1885, and since 1800 I hare been its secretary. 
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Q. What was your occupation?—A. Formerly I was assistant secretary of the 
commission. 

Q. What was your occupation prior to that?—A. A little prior to that I was a 
newspaper editor and publisher. Prior to that I was engaged in teaching at col¬ 
lege, particularly languages. 

Q. Will you please state the duties and powers of your commission?—A. The 
law adopted by the legislature in 1885 creating the railroad and warehouse com¬ 
mission did not give the commission power directly to fix rates, but the commission 
was rather what is called an advisory commission. They could recommend to the 
railways any changes that they thought proper. That law, however, was super¬ 
seded in 1887 by an act, chapter 10, general laws of the State of Minnesota, which 
was based upon the act proposed to regulate interstate commerce. My recollection 
is that such an act was drafted some time in the latter part of 1880 and sent 
around to the various State commissions, and our commission took the matter up 
and recommended to the legislature a change of the law in accordance with that 
act. The greater portion of it is exactly in the same words as the interstate com¬ 
merce act. as adopted in 1887. There are some exceptions, one of which is that 
the State act permits the railroad to issue free passes to whomsoever it pleases 
within the State, good within the State, while, on the other hand, the original 
act prohibited the railroads from granting clergymen’s half-fare permits. That, 
however, was changed at the following session, so that now any railroad in our 
State can grant half-fare permits the same as they do in a great many of the 
other States. 

The commission, by this act of 1887, was also empowered to fix or to change 
rates made by the railroads, and they proceeded to do so with reference to the 
switching rates at Minneapolis and with reference to rates for the transportation 
of milk from certain points on the Chicago, Milwaukee and St. Paul itailway. 
They reduced the switching rate from $1.50 to $2 per car to $1 per car. They 
reduced the rate on milk from 3 cents per 10 gallons to 2 A cents per 10 gallons for 
distances up to 75 miles. 

Q. (By Mr. Farquhak.) These arrangements were within the State of Minne¬ 
sota?—A. Entirely so. 

Q. So that there was no interference with the interstate-commerce act?—A. No. 
Now, the railways did not obey the order of the commission m these two cases, so 
mandamus proceedings were instituted. The State court sustained the commis¬ 
sion and asserted that the commission had full power to fix those rates. The 
companies appealed to the United States Supreme Court, where the decision of 
the State court was overruled and the law as defined by tlm State court was 
declared unconstitutional in the case of the Chicago, Milwaukee and St. Paul 
Railway Company, plaintiff in error, v. the State of Minnesota ex rel. the Rail¬ 
road and Warehouse Commission of the State of Minnesota, familiarly known as 
the milk-rate case. 

Q. (By Mr. Litchman.) Can you briefly give the grounds of that decision?— 
A. I think I shall do that in the language of the court. The United States 
Supreme Court says: 

[Reading:] “ The construction put upon the statute by the supreme court of 
Minnesota must be accepted by this court, for the purposes of the present case, 
as conclusive and not to be reexamined here as to its propriety or accuracy. The 
supreme court authoritatively declares that it is the expressed intention of the 
legislature of Minnesota, by the statute, that the rates recommended and pub¬ 
lished by the commission, if it proceeds in the manner pointed out by the act, are 
not simply advisory, nor merely prima facie equal and reasonable, out final and 
conclusive as to what are equal and reasonable charges; that the law neither con¬ 
templates nor allows any issue to be made or inquiry to be had as to their equality 
or reasonableness in fact; that under the statute the rates published by the com¬ 
mission are the only ones that are lawful, and, therefore, in contemplation of law 
the only ones that are equal and reasonable; and that in a proceeding for a man¬ 
damus under the statute, there is no fact to traverse except the violation of law, 
in not complying with the recommendations of the commission. In other words, 
although the railroad company is forbidden to establish rates that are not equal 
and reasonable, there is no power in the courts to stay the hands of the commis¬ 
sion if it chooses to establish rates that are unequal and unreasonable. 

“This being the construction of the statute by which we are bound in consider¬ 
ing the present case, we are of the opinion that, so construed, it conflicts with the 
Constitution of the United States in the particulars complained of by the railroad 
company. It deprives the company of its right to a judicial investigation, by due 
process of law, under the forms and with the machinery provided by the wisdom 
of the successive ages for the investigation judicially of the truth of a matter in 
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controversy, and substitutes therefor, as an absolute finality, the action of a 
railroad commissiqB which, in view of the powers conceded to it by the State 
court, can not be regarded as clothed with judicial functions or possessing the 
machinery of a court of justice.” 

Briefly stated, the law was set aside for the reason that it did not provide for a 
judicial review of the acts of the commission. 

Q. (By Mr. Farquhar.) In other words, that it was arbitrary in rates and in 
jurisdiction?—A. Yes; I may state, however, that there were three justices of the 
Supreme Court that dissented from the majority opinion in this case. 

This decision was rendered in 1889 or 1890 and the following session the legis¬ 
lature, which met in 1891, proceeded immediately to amend the law upon the lines 
laid down by this decision so as to meet the objections, and under that law, as 
amended, which provided for complaints being made, duly verified, by any per¬ 
son or corporation or municipality in regard to rates, the commission should 
proceed to investigate and give the companies due notice and proceed, as near as 
may bo, in the manner pursued in such cases in a court—take testimony, consider 
all-the facts submitted to it, and then render its decisions. 

The first and perhaps the most important case that came before the commission 
under that amended law was the question of grain rates from points in the Bed 
River Valley, the northwestern part of Minnesota, to Minneapolis and Duluth, 
our chief grain markets. 

The complaint in that case was filed in the latter part of 1898. In 1894 the com¬ 
mission made its order reducing the rate about 12 k per cent. The complaint 
demanded a reduction of 83£- per cent. The complaint covered only three stations, 
but in making the order the commission felt that if it should simply make an order 
with reference to three stations it would make a tariff which would be discrim¬ 
inating as to a great many and perhaps all other points on the road, so the com¬ 
mission made a rate covering the whole road. The railway company appealed to 
the district court where the case under our law was tried de novo. The same 
testimony was introduced before the court as before the commission, and some 
new and more complete testimony was introduced. The line upon which this case 
was tried, on the part of the State, was to show the cost of reproducing the rail¬ 
road, and, taking the earnings of the road for a series of the past four or five years— 
its earnings upon the grain traffic, which was the only traffic involved in the con¬ 
troversy—by these means to arrive at a fair income for the railroad within that 
State upon the cash basis of the cost of reproducing that road at that time. The 
decision of the district court was adverse to the commission. The case was 
appealed to the State supreme court and was decided by that court in October, 

1890. The title of the case is In re appeal of the Great Northern Railway Com¬ 
pany, Elias Steenerson. State of Minnesota et al., appellants, v. Great Northern 
Railway Company, respondent. The supreme court of the State reversed the dis¬ 
trict court, and I can probably best express the point decided by quoting a part 
of the syllabus of the case: 

[Reading:] “2. The question whether the rates for transportation fixed by the 
State railroad and warehouse commission are unreasonable and confiscatory is 
not determined by the fact that the income under the rates as so fixed will not 
pay the amount of the fixed charges of the railroad; neither can the amount at 
which the railroad sold years ago on mortgage foreclosure sale be taken as the 
basis on which to determine what are reasonable rates, but that question is deter¬ 
mined by ascertaining what, under all the circumstances, is a reasonable income 
on the cost of reproducing the road at the present time. 

“ 8. Under chapter 10, General Laws, 1887, as amended by chapter 106, Laws of 

1891, the burden is on the railroad company to show that the rates fixed by the 
commission are unreasonable. 

“ 4. Held , the fixing of rates is a legislative or administrative act, not a judicial 
one. Under the constitution the court can not place itself in the shoes of the com¬ 
mission and try de novo the question what are reasonable rates; and on appeal under 
said statutes the court can review the acts of the commission only so far as to 
determine whether the rates fixed by it are unreasonable and confiscatory, and to 
what extent, in much the same manner as an appellate court determine whether 
or not the verdict of a jury is excessive and to what extent. 

“5. On appeal from the commission the court should take judicial notice of all 
those general matters of which the commission should have knowledge and on 
which it would act without proof thereof made on formal hearing.” 

The case never was heard again in the district court. 

Q. (By Mr. Farquhar.) It was sent back to the district court by the supreme 
court of the State?—A. Yes; it was sent back to the district court for a retrial, 
but never came up again, for the reason, perhaps, that the Great Northern Rail- 
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way Company had completed a Bhort line from the Red River Valley and from 
the wheat country to Duluth, which decreased the distance; and thereupon that 
company established rates which in some instances, for the longer distances, 
were lower than the rates that had been ordered by the commission. While the 
commission, for instance, from Crookston, a distance of 300 miles from Minne¬ 
apolis, had ordered a rate of 14£ cents, the company nut in a rate of 14 cents. 
Another thing the railway company did in this matter which the commission per¬ 
haps could not have ordered was to make the same rates for a stretch of 100 miles 
from each station; and furthermore it made the same rate to Minneapolis as to 
Duluth, giving the farmers and producers the advantage of those competing 
markets at the same freight rate and also doing away with the little rivalry that 
always exists between adjacent stations for the produce of the farmer where the 
rate is different. The adoption of this rate by the Great Northern of course com¬ 
pelled the Northern Pacific, which operates in the same territory, to adopt the 
same rates; and right across the Red River is North Dakota, also a wheat State, 
and of course they had a corresponding benefit from the reduction. The rail¬ 
roads could not very well give Minnesota a much lower rate for about the same 
distance than they gave to Dakota. In 1897 the law was again amended so as to 
permit the railroad commission to proceed to the investigation of rates upon its 
own motion. Up to that time the law required that a complaint must be made by 
some one. Under that law the commission in 1898 proceeded to investigate the 
reasonableness of the rate on hard coal from Duluth to New Ulm over two lines 
of railway, tho St. Paul and Duluth and the Minneapolis and St. Louis. I should 
say here that our law provides for the fixing of joint rates by the commission, but 
that feature of the law had never been decided until this case came up. The 
commission fixed the rate for the two roads, and thereupon also divided that rate 
as between the two roads. The roads refused to divide the rate themselves, and 
under the law the commission made the division of the rate as well as the through 
rate. One of the railway companies, the Minneapolis and St. Louis, appealed to 
the district, court. This case was not tried, however, upon the same lines as the 
Steenerson rate case. The question of the cost of reproduction did not enter into 
it. It was tried more on the technical points of law as to the power of tho com¬ 
mission to make joint rates. Both the district court and the State supreme court 
sustained the order of the commission. The case is now pending before the 
United States Supremo Court. It is a case of very great importance on the ques¬ 
tion of State regulation, involving as it does the right of the commission to make 
joint rates; and it becomes so much more important in view of the fact that wo 
have another provision of the law which authorizes the commission to compel 
two roads crossing each othor at grade to put in a Y connection between the two 
roads for the transfer of traffic- from one road to another. This case has gone 
through all the stages of the courts, and it was decided in tho United States 
Supreme Court, in the case of Jacob F. Jacobson t’. The Minneapolis and St. Louis 
Railroad Company, sustaining the law—sustaining the order of the commission. 
So that if we get a decision sustaining the right of the commission to make 
reasonable joint rates for two or more companies as well, the two in connection 
will be very important factors in the regulation of railroads by States. 

Q. (By Mr. Litohman.) Will you briefly state the object of this Y—so the traf¬ 
fic can be transferred from one road to the other?—A. Yes. The commission can 
not order these Y connections in unless it is shown that a commercial necessity 
exists in tho particular case. The necessity was shown in this case. One of the 
roads, the Great Northern, passes through a heavy timber belt where the cutting 
of fuel, wood, posts, etc., is quite an industry. The point of connection was out 
on the prairie, probably a hundred miles from the woods, and crossing a road 
that was a prairie road practically leading out to South Dakota, and it was for 
the benefit of the wood choppers and shippers, as well as the wood consumers, 
that the commission was justified in making the order. The commission can 
not make an order just because the roads cross each other. If there is no com¬ 
mercial necessity, the courts would not sustain it, even if there should be such an 
order. 

Q. That applies only where the roads cross at grade?—A. Yes; they must cross 
at grade. 

Q. If it was an overhead crossing, it would not apply?—A. Oh, no. 

Q. (By Mr. Phillips. ) Have you any other laws in regard to grade crossings?— 
A. No; we have not paid much attention to the protection of life and limb with 
reference to railroad crossings. We have, of course, a law or rule that where two 
railroads cross each other at grade they must come to a full stop, unless inter¬ 
locking signals are provided and approved by the railroad commission. They are 
getting to be very numerous in our State now. 
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Q. (By Mr. Litchman.) A road could evado that order of the commission By 
elevating the tracks dhd going over?—A. Yes; they could do that. Ido not know 
whether you desire a few statistics with reference to rate reductions that have 
taken place in our State. 

Q. (By Mr. Phillips.) Certainly; it is very important,— A. I have a few here 
relating only to grain. 

Q. We would he glad to have them.—A. I can take only four points. From 
Alexandria to Minneapolis, distance 138 miles, the rato on grain in 1880 was 21 
cents per 100 pounds; in 1885 it was 19 cents; in 1887 ; 12 cents, and it remains at 
that rate now. From Fergus Falls it is 178 miles; in 1880 the rate was 23 cents; 
it is now 13 cents. From Crookston, 300 miles, the rate in 1880 was 27 cents; in 
1887 it waB 19 cents, and it is now 14 cents. From St. Vincent, distance 380 miles, 
the rate in 1880 was 35 cents per 100; in 1887, 21 cents, and now it is 16 cents. 

These reductions, according to my best information and belief, have been 
brought about partly by virtue of the operation of the railroad law, but chiefly 
by increase in the volume of business of the roads, and the improvements and 
economies that have been introduced of late years in railroad transportation, 
increasing the size of cars from 400 bushels capacity to 1,000 bushels capacity, and 
in the increased weight of the engines. The Great Northern Railway. I am 
informed, can haul about 80 loaded cars in a train—80,000 bushels. This is all 
I have to say, that I can recall now, with reference to the railroad part of our 
duties. 

Q. (By Mr. Litchman.) This reduction of rates has been the natural reduction 
from competition, or has it been brought about through the rulings of your com¬ 
mission?—A. I think that the rulings of the commission and the moral effect of 
those rulings have had a good deal to do with it, but I think it is the introduction 
of economical methods in operation that has had more to do with it. I do not 
believe that competition has had- 

Q. (Interrupting.) Anything at all?—A. Very little—very little to do with it. 

Q. It is largely due to improved methods of transportation?—A. Yes; and, of 
course, in connection with the very important factor of increase in the volume of 
business which makes it possible. 

Q. (By Mr. Phillips.) Was there not an attempt made several years ago to 
consolidate the Great Northern and the Northern Pacific?—A. Yes. 

Q. What have you to say in regard to it?—A. Our State has had a law upon its 
statute books since 1871 prohibiting the consolidation of parallel or competing 
railroads. It is not a law that is particularly within the power of the commission 
to enforce, but rather within that of the governor or of the attorney-general to 
enforce. Now, at the time of the reorganization of the Northern Pacific Railway, 
in 1896,1 think, there was a scheme on foot by the Great Northern road to obtain 
control of it—not by personal ownership or community of interest, but the Great 
Northern Railway Company was to underwrite the securities of the Northern 
Pacific Railway Company and receive in consideration therefor a majority of the 
stock, and thus control it and practically consolidate it. Of course the existence 
of this law was known to the Great Northern Company, and in order to get a 
ruling upon it a suit was instituted in the Federal court before Judge Sanborn 
by one of the stockholders of tho Great Northern whose name, I believe, was 
Pearsall, and tho case is entitled Pearsall p. The Great Northern Railway Com- 

S . The judgment of Judge Sanborn was that the Great Northern Company 
t underwrite those securities. The ease was appealed to the United States 
Supreme Court. In the meantime tho attorney-general of the State of Minnesota 
instituted proceedings in the district court to test this law, and the district court 
sustained the position of the attorney-general; the State supreme court likewise 
sustained his position, and while the Pearsall case was pending before the United 
States Supreme Court the attorney-general filed a brief in that case as an inter- 
venor, ana the United States Supreme Court sustained the law, so that consolida¬ 
tion did not take place, and competing roads in our State can not be consolidated. 

Only last summer the Northern Pacific Railroad Company absorbed or consoli¬ 
dated with the St. Paul and Duluth Railroad Company. The St. Paul and Duluth 
is a short line between the twin cities, St. Paul and Minneapolis, and Duluth; it is 
about 150 miles. The Northern Pacific also has a line connecting the two cities, 
but by a roundabout way. The distance on the Northern Pacific proper, between 
St. Paul and Duluth, is about 250 miles, orlOO miles longer than the other line. In 
the meantime the Northern Pacific bought the St. Paul and Duluth. Our commis¬ 
sion instituted proceedings to test the law again or to prevent that consolidation; but 
while the case was pending in the district court, the Northern Pacific Railroad 
Company, through its president and its general counsel, applied to the commis¬ 
sion and entered into an agreement whereby they bound themselves for all time 
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to come to have the St. Paul and Duluth part of the road considered as a separate 
entity in any case that might arise between the State and the company. For 
instance, if we should proceed in a rate case against the former St. Paul and 
Duluth road, it would not be necessary to go into the cost of reproducing the 
whole Northern Pacific itailroad in the State of Minnesota, but only that portion 
of it formerly called the St. Paul and Duluth. Of course the case was dismissed 
without prejudice, and may be reopened at any time. 

Q. (By Mr. Litchman.) Yon spoke of reproducing for the sake of ascertaining 
tho cost?—A. Certainly. 

Q. Could you give any estimate of what tho cost would lx; to reproduce that 
road?—A. Our district court found in one case that the cost of reproducing the 
Great Northern road—some 1,385 miles in Minnesota—would be an average of 
$32,000 per mile. Out of this $82,000 per mile, about one-third was the cost of the 
terminals, which the supreme court found to be exorbitant. 

Q. (By Mr. Phillips. ) Would this law prevent the consolidation of the North¬ 
ern Pacific and the Great Northern that is rumored to be on hand at the present 
time?—A. Yes, as far as the road in the State is concerned. That is just what the 
Pearsall decision meant. 

Q. (By Mr. Litchman.) Would it prevent the management buying and man¬ 
aging the interests through the ownership of a majority of the stock by the same 
parties?—A. I think not. 

Q. That is practical consolidation, is it not.?—A. I presume to all intents and 
purposes it. is. 

Q. (By Mr. Phillips.) If it was joint ownership you could not prevent it?—A. 
I presume we could not prevent any citizen owning stock in competing railroads 
or anything else. 

Q. (By Mr. Litchman.) Is that not what is being attempted now?—A. I think 
that is the scheme. 

Q. (By Mr. Phillips.) You think that would effectually defeat the law?—A. 
Not completely so; they would maintain the 2 roads as separate organizations. 
Of course the community of interest in ownership would prevent, in the future, 
rate wars as in the past, and I think that is a good thing. 

Q. (By Mr. Litchman.) Now, elaborate that just a little.—A. About rate wars? 
Ot course our State commission has had very little experience. We have been 
very free from those things as far as the State traffic is concerned, but we have 
noticed it on interstate business. My own observation is that rate wars help only 
those who are large shippers and who do not need the help of tiie roads in any 
way. The small shipper is generally not prepared and has not much to ship at the 
time so as to take advantage of it. 

Q. (By Mr. Phillips. ) Has your commission any power to pass on a new issue 
of stock?—A. Yes. In 1887 an act was passed requiring that all stock issued by 
new railroad companies should he fully paid; that no increase of stock should be 
permitted without the consent of the railroad and warehouse commission. Since 
that time we have, as I recall now, passed upon 3 applications for permission to 
increase the capital stock, in all of which cases permission was granted. 

Q- To the extent asked?—A. To the extent that was asked. A full hearing and 
complete showing of the necessity of such increase was, however, made before 
the commission. In fact, this report of 1897, which 1 shall leave with you, con¬ 
tains one of the findings in such a case. 

We have also the long and short haul clause. Under that, as I recall it, we have 
had 2 applications for the suspension of it. The commission has the same author¬ 
ity to suspend the operation of the long and short haul clause as has the Inter¬ 
state Commerce Commission. In these 2 cases the application was denied. 

Q. If your commission should refuse to allow an increase of stock, what action 
could the railroads take, or could they take any?—A. I do not know as they could 
take any, except there would be a roundabout way, I presume, by incorporating 
some other company and changing it that way. 

Q. (By Mr. Fari^phar. ) Is this regulation of stock under Minnesota charters?— 
A. It applies only to railroads incorporated in the State of Minnesota, and it does 
not apply to the Great Northern Company, which has been a chartered road from 
1856, and it does not apply to the Northern Pacific; it only applies to a few of the 
roads that are incorporated under the general incorporation law. 

Q. (By Mr. Litchman.) Would your laws permit the operation in your State 
of a road chartered under the laws of another State?—A. Yes. 

Q. If its location was entirely in your State?—A. I do not know about that. I 
am not a lawyer. 

Q. (By Mr. Phillips.) In what manner are the railroads taxed in your State? 
Has your commission anything to say in this regard?—A. In our State the rail- 
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roads pay a percentage upon the gross earnings in lieu of all other taxes. A new 
road pays 1 per cent on its gross earnings for the first 3 years; for the next 7 years 
it pays 2 per cent; after 10 years it pays 3 per cent on its gross earnings. The 
gross earnings, for purposes of taxation, are, in the first place, all earnings on 
local business, business within the State, and, secondly, a mileage proportion of 
earnings on interstate business. We have found no better way of ascertaining 
our proportion of interstate earnings than to divide it by the road mileage. It is 
probably not absolutely correct. 

Q. Is there any special complaint from the railroads in regard to this taxation?— 
A. No. 

Q. It is satisfactory?—A. It is satisfactory and promptly paid, costing the State 
very little. Our commission gets up the blanks upon which the companies make 
their returns. These are sent to the commission, and by the commission they are 
checked up and approved and sent to the State auditor and treasurer for collection. 

Q. (By Mr. Litchman.) Are you in a position to give us a tabulated statement 
of tne amount realized from that tax covering a period of, say, 10 years?—A. 1 am 
not in a position now; I can get it. 

Q. When your testimony is submitted to you for revision, will you supply such 
tabulation?—A. I will. 


State of Minnesota, 

Office of the Railroad and Warehouse Commission, 

St. Paul , May 4, 1901. 

Statement showing amount of taxes paid by the railroads in Minnesota for 10 years, 
and miles of main line of railroad in Minnesota each year. 


1890. 
1891 . 
1892. 
1893 . 

1894. 

1895. 
1890. 

1897. 

1898. 

1899. 


Taxes paid 

j Miles of 
| main line. 

$743,075.87 

5,409 

i 882,472.96 

5,527 

' 1,036,262.01 

5,615 

923,864.43 

5,863 

1 850,109.48 

.1 1,009,224.40 

5,912 

5,990 

I 1,037,194.40 

5,991 

.! 1,127,950.24 

6,086 

; 1,261,352.47 

6,062 

1,444,503.82 

6,338 


A. K. Teisbero, Secretary. 

Q. (By Mr. Farquhar.) The commission would like to have a set of blanks.— 

I will say that in 1896 the taxes in the State amounted to $1,037,000; in 1895, to 
$1,009,000; in 1899 they amounted to $1,444.000—about; constantly increasing. 

Q. (By Mr. Litchman.) That tax is collected directly by the State?—A. Yes. 

Q. Is there in addition any local taxation?—A. No local taxation. This per¬ 
centage is in lieu of all other taxes. 

Q. In your experience as a member of your commission have you found that, 
within reasonable bounds, the rate fixed is not of so much importance as that the 
rate shall be uniform to all patrons of the road?—A. Yes; that is the main point, 
in our opinion. I think perhaps in the State we are not very much troubled by 
secret rebates or discriminations of that kind. I think there is no special reason 
why one road or another road in our State should give any of its shippers any 
rebates for State business. 

Q. Could not the same result be reached by special privileges?—A. Certainly it 
could; but I mean I cannot see why under the circumstances a railroad should be 
tempted to do it; it gets the business anyway. On business between Chicago and 
the twin cities there is a great deal of competition, and I imagine that rebates and 
various other schemes are very often resorted to. 

Q. It was testified here yesterday or the day before that sometimes the regula¬ 
tion of the road requires cars to be released in 15 days, but that sometimes the 
dates get confused and the 15 days lengthened out considerably with some ship- 

f jers.—A. Yes. Speaking of the release of cars reminds me that, when we have a 
arge crop of wheat, in the fall of the year my principal work is to run down to 
the railroad, or call them up by ’phone, and say: Can you furnish Mr. So and So 
cars at such and such a station? The grain is marketed, unfortunately, I think, in 
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the coarse of about 8 months, and when the crop is largo, of coarse, it overtaxes 
the capacity of the railroads, and not only that, but it frequently overtaxes the 
capacity of the terminal elevators to receive and unload it promptly. 

Q. (By Mr. Phillips.) Have you any other mode of taxation except the one 
you allude to?—A. No. The gross-earnings tax is in lieu of all other taxes. They 
pay no local taxes and no assessments. Our legislature of late years, that, is, in 
the last two sessions, has touched upon the propriety of raising the tax, I think 
there will be a proposition this session to raise the tax to 4 or 41 per cent; the 
railroads will, of course, fight it. 

Q. (By Mr. Conger.) The highest rate is now 3 per cent?—A. Yes. 

Q. Does your State make any difference between roads as to their earning 
capacity per mile?—A. The 3 per cent is regardless of the earnings per mile. 

Q. The same on a poor road as on a better or more productive one?—A. I my 8 per 
cent on all roads; but I must correct that statement. The Chicago Great Westem 
unearthed an old. forgotten charter—from 1854,1 think. This charter provides 
for a gross earnings tax of only 2 per cent, and the State is bound by it. 

Q. (By Mr. A. L. Harris.) Do the entire receipts from the roads mi taxes you 
describe go into the general-revenue fund of the State?— A. Yes, 

Q. And no part of it is distributed to the counties?—A. No; thero has been 
some agitation in the legislature to do that, but so far it has not passed. 

Q. (By Mr. Phillips. ) What effect had the voluntary reduction of the freight 
rate by Mr. Hill some years ago on the price of farm products, or does the reduc¬ 
tion increase or decrease that price?—A. As long as that reduction in rate on 
wheat from the point of production to the market was confined to a certain small 
area, the amount of that reduction went to the producer; but last spring the 
commission succeeded, after considerable negotiation with the railroad companies 
doing business iti the southwestern part of Minnesota, in having them adopt the 
same rates for the same distance as the Great Northern road had adopted in 1897 
in the northern part of the State; and that again reduced, I presume, the rates 
from South Dakota correspondingly to Chicago—and from Iowa. So that now, I 
presume, the reduction in the grain rate no longer helps the producer, but rather 
the consumer. As long as you can confine a reduction on a commodity like grain 
to a certain small locality, then the producer gets the whole benefit of it; but the 
moment it spreads throughout the whole country the consumer gets the benefit. 

Q. Now. what is your power as a commission over the regulation of elevators?— 
A. The legislature in 188.5 passed an act covering the terminal points of St. Paul, 
Minneapolis, and Duluth. This act was based largely upon tho Illinois law with 
reference to public elevators at Chicago. I think we improved on that act by 
adding to it the weighing department, so that the State, through its employees, 
now not only inspects and puts a grade on the grain marketed at these terminal 
points, but it also weighs it out of the car into the elevator, or out of tho elevator 
into the car or into the vessel. This law was intended to cover all elevators 
located at these terminal points, but it was soon found that at Minneapolis, more 
particularly, it was not as profitable to do business as a public licensed elevator. 
They were required to take out a license from the commission and furnish a bond; 
so they have evaded the law by not (as they claim (mixing the grain of different 
owners. In a public house of course the grain of different owners of the same 
grade may be mixed; in the private elevators at these terminal points that can 
not be done. So they themselves buy the grain of certain parties on the outside, 
or grain dealers have certain bins in certain elevators, ami tho grain is put into 
the private elevators. There is no prohibition of mixing in public elevators, 
hut the grain of different grades must not be mixed. In Minneapolis there 
are something like 30 elevators, and out of this number there are only 6 
licensed public elevators. At Duluth and Superior all of the large elevators are 
public licensed elevators, doing business under the laws of Minnesota. The grain 
comes into Duluth and is graded and put into bins with reference t,o its grade. 
The grain comes into Minneapolis and is also inspected and graded, and the 
commission merchants and grain dealers take their samples and bring it on 
’change; the greater bulkof it is sold from sample. I believe the operation of the 
system in Minneapolis, the sample market, is in the interest rather of the pro¬ 
ducer. It is not altogether to the interest of the elevator man. He has, of course 
some advantage in mixing, but I think it also gives an advantage to the farmer 
who has off-grade grain that could not go into a public elevator—gives him a 
chance to dispose of it. A farmer who perhaps raises gilt-edged grain gets a 
premium above the regular grade price for his best wheat, where if he sent it to 
Duluth he would simply get the grade price and no more. But when it comes to 
.u ou i. ^hiluth grades are held in the world’s markets much higher than 
the Minneapolis grades. In fact, I do not believe the Eastern buyers as a rule 
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will take Minneapolis grade, for the reason that they are mixed to the lowest 
possible point. 

Q. (By Mr. Litchman.) Is it pertinent here to ask who grades the grain in the 
public elevators?—A. The inspectors are appointed by the railroad and warehouse 
commission. The State railroad and warehouse commission in the first place 
appoints a chief grain inspector who has charge of all the inspection. He 
appoints a chief deputy at each of these terminal points and as many deputy 
inspectors as necessities require. This system, as I stated, was inaugurated in 
1885, The commission, in 188!) appointed Mr. A. C. Clausen as chief grain 
inspector, and lie had charge of that department as chief grain inspector until 
by an unfortunate turn in the political wheel the opposition party got into power 
and turned him out in 1899. During Mr. Clausen’s administration, the depart¬ 
ment had practically been run on civil-service rules. When a new man was 
appointed in the inspection department he started in as a helper; he carried the 
brass rod and took the samples from the various parts of the car and brought 
them to the inspector, and kept at that for years, perhaps, until he had shown his 
ability to assume a higher position, when ho was made subdeputy inspector; 
from that again he rose to the position of deputy inspector. During Mr. Clau¬ 
sen’s administration—who was an expert grain man before he took charge of this 
business—the certificates issued by the inspection department on grain going out 
from Duluth by vessel to Buffalo or New York, were sold upon such certificate, 
and the grain trade at those points accepted the certificate without bothering 
about seeing the grain at all. Of course that was disturbed, at least for a time, 
by the change of administration in putting in new and inexperienced men from 
top to bottom almost. Many of the former inspectors were replaced by new 
men, some of whom had had experience, hut at the same time the trade did not 
know whether they could rely as much on their judgment as on that of the for¬ 
mer inspectors. 

Q. Is this form of inspection applied at private as well as public elevators?—A. 
Yes; we inspect grain out of private as well as public elevators. We do exactly 
the same business for both, except that for public elevators we register the ware¬ 
house receipts. 

Q. You grade the grain for the private elevators?—A. Yes. When the grain goes 
out of the private elevator, the rule is that it must lie fully up to the average 
sample of the grain out of a public elevator. You see, in a public elevator at 
Duluth or Superior the test quality of the grade and the lowest quality of the 
grade goes into the same bin, which makes a good average, putting the best and 
the poorest and the middle in together; while at Minneapolis the best is proba¬ 
bly bought by the local millers to mix with inferior. The same is true about the 
private elevator. Once in a while lie will have to buy a good grade to build up 
his poor wheat so as to pass the grade. At the same time, No. 1 northern, of 
Minneapolis, is not considered as good as No. 1 northern from Duluth. Our reg¬ 
istry system is very similar to that of Chicago, except we have always been very 
careful not to permit any outshipments of grain from the public elevator without 
the cancellation of the receipt. 

Q. (By Mr. A. L. Harris.) In case the owner of the wheat is dissatisfied in 
regard to the grain, is there any recourse?—A. Yes. 

Q. Please describe how that is taken.—A. In the first place, the inspector grades 
the wheat, and the sample is generally kept for the office. Then the commission 
man’s representative will follow him right up and look at the car and take a sample; 
and if, in his judgment, tho grain has not been graded high enough, he takes au 
appeal to the chief deputy inspector. He also brings a sample of the wheat, and the 
chief deputy inspector passes on the samples taken by both parties in interest and 
either sustains or changes the grade. If either party is dissatisfied with the deter¬ 
mination of the chief deputy inspector, there is an appeal to the board of appeals. 
That body was created a years ago. It consists of 8 men, practical grain men, at 
Minneapolis, and 8 others at Duluth; and they have the final determination of 
the grade on any particnlar carload or quantity of grain brought before them. 
There is no appeal from the decision of the board of appeals. Prior to the estab¬ 
lishment of the board of appeals the final appeal was to the railroad and warehouse 
commission. The railroad and warehouse commission was not, as a rule, com¬ 
posed of grain men or grain inspectors, and so we had to rely entirely on the 
judgment of the chief grain inspector or the local chief deputy, or such other 
grain men as we might get hold of at the time. I think the establishment of the 
board of appeals is in line with the action of the Illinois law. They also have a 
board of appeals there, I believe. 

Q. Is the manager of a public warehouse allowed to bny grain?—A. Yes; theTe 
is no prohibition on that. 
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Q. As well as the private elevator?—A. Yes; there are no restrictions as to 
that. 


Q. Has there been any complaint that he had an advantage over the outside 
buyer on account of his ability to know the quality of the grain that he has under 
his charge?—A. No; I do not think so. I have heard no complaints in that regard 
whatever. 

Q. (By Mr. Litchman.) This grader is in the employ of the State?—A. Yes; 
appointed by the railroad and warehouse commission. Now, in order to pay the 
expense of this service we levy a fee for inspection, which at the present time is 
25 cents per carload, and another 25 cents per carload for weighing, and that cre¬ 
ates sufficient revenue to pay the employees of the department. For inspecting 
and weighing out to vessels we charge 50 cents per l.O(K) bushels. 

Q. (By Mr. A. L. Harris.) What switching arrangements have you between 
the roads? Is that under the control of your commission?—A. Yes. 

Q. Do you regulate the fee for switching?—A. The commission has novel- 
attempted to regulate it since I8HH. The rate is not unreasonable and varies, of 
course, with the distance, from $1.511 or $2 a car perhaps up to $5 for long distances. 
If a carload of grain is unloaded into an elevator upon the tracks of the company 
bringing it in, there is no chai ge for switching; but if it is hauled to a mill or an ele¬ 
vator on another road, there is a switching charge, which, of course, the shipper 
has to pay. 

Q. Have you any control over the amounts fixed by the roads for demurrage?— 
A. Yes; we are supposed to have, but we have never exercised it, except by hav¬ 
ing conferences and discussing tile matter with them and reducing it to a reason¬ 
able figure—I think $2 after the first 21 hours. Of course, as a matter of fuct, 
demurrage is not ordinarily charged except during the busy grain season when 
all the cars of the company are in service and demanded, and I think that perhaps 
the demurrage charge is too low. 

y. (By Mr. Litchman.) It is $2 per car?—A, Yes. 

Q. Call you explain a little more fully the mixing of grain at terminal points to 
raise the grade? it is sometimes done, is it not?—A. Yes; 1 think it is. In the 
first place, this can only be done legally when the grain belongs to one owner, 
You can not mix gram of different grades belonging to different owners. They 
will buy a No. 2 wheat— a good No. 2— and then they will buy a good No. 1. or 
perhaps two cars of good No. I to one car of fair No. 2, and mix them together 
arid possibly succeed in making the mixture No. I. However, a great deal of. 
this mixing is done for and on behalf of and under f lie instructions of millers for 
local consumption. The millers require, in order to show the best results, a cer¬ 
tain proper mixture, which is a secret with them perhaps, and they instruct their 
men what to mix and how to mix it: and some of these private elevators are 
engaged entirely in mixing grain for the local millers. We frequently have 
trouble, of course, when grain goes from Minneapolis out of these mixing houses 
to Duluth, which happens very often in the spring of the year. At Duluth, as I 
stated before, under that system the average is perhaps a little higher on the same 
grade than the Minneapolis mixture makes it. So that when a carload of grain 
which in Minneapolis has been graded out as No. 1 gets to Duluth, it is very often 
called No. 2, or refused by the public elevator. 

Q. In this mixing of grain is there any injustice done to the fanner?—A. I 
think not. I can not see where it is. As I stated before, the farmer who raises 
gilt-eagea wheat will get a premium for his whoat, while the fanner who raises 
wet wheat or smutty wheat or wheat that is not warehousable can dispose of it 
at the sample market and get what it is worth. Furthermore, if in the judgment 
of the buyer the inspection department should mako a mistake, the buyer can 
pay the pnee of No. 1, even if it is graded No. 2. 

Q. Your special inspectors are not in any way under the employ or patronage 
of the elevator people?-A. No; they are strictly prohibited from receiving any 
compensation or anything in the shape of benefit. 

. Q- ( ^ r ' PH'UAfti-) There is a penalty?—A. Yes. They are under bond of 


(By Mr Litchman.) There is no condition of affairs under which the judg¬ 
ment ot the elevator man m any way comes in to fix the grading?—A No There 
is a penalty provided for anyone who is convicted of attempting to influence the 
inspector, and I do not know of any case where it has been attempted, 

• v • I s , J ho 3alary of y, ™ r >n«pector?-A, The salary of the chief grain 
mspector is $2,000 per year, and the deputy inspector’s salary is $115 per month. 

W. Every month in the year?-A. Every month in the year. We can not get 
suitable men for the busy season and drop them in the dull season. We keep them 


16a-24 
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Q. ( B y Mr. Phillips.) How many are employed in the State?-A. We have one 
chief and three chief deputies. I have not the figures here. We have in the grain 
inspection and weighing department an average of 150 to 160 men h 

salary is^that of helper—JBaso. 8 *' 18 ^ owost I* a ’ d employee?—A The lowest paid 

Q. That is also for 13 month«?-A. That not being skilled labor, we frenuentlv 
have to put on some extra men m the busy season and drop them off at tlmendof 
it, but a certain number are employed the whole year. 

Q. Is there such a thing in that locality as an elevator combine?—A. You mean 
ior nxing the pricer 

Q. Yes.—A. Well, I do not know. 

Q. It probably does not come within your official knowledge, but speaking gen¬ 
erally as to your information and belief.-A. I do not know Probably the slme 
influences are at work there as at Chicago and other grain markets. 

No- I have not ^ knHwledge as to a consultation to fix the price of grain?—A. 

CJ. (Bv Mr. Phillips.) If any outside buyer should go there and pay a better 
price at one elevator than was the usual custom along the line of that road would 

Vm - I was going to say some¬ 
thing on the countiy part of the (piestion. I was going to make this general state- 

in°1885 nr a iKS" 1 'tl tht ‘ t ; stl ‘ blihllm01lt of .the Railroad and Warehouse Commission, 
LdSi r 18 t’ cou ? tl ?- elevator business was done almost exclusively by what 
we call line elevators; that is, a company having an office at Minneapolis or Duluth 
and a line of elevators on one or two roads out in the country. The farmer could 
not get a car to slop his own grain to the terminals. The railway companies threw 
all the obstacles possible m the way. In fact, it hardly ever happened that an 
independent buyer or a farmer could ship his own grain. But laws have been 
enacted in onr State which have declared it a discrimination where the railroad 
company has room and refuses room to any party to lmild an independent elevator 
at its StUtlOll. 

Q. When were these laws passed?—A. That law was passed in 1887 In the 
first place, wo passed a law m 1885 which declared that every applicant should 
have a site on the right of way on the payment of an annual rental of SI That 

WaHKHt JIHIHA IIV nilv uinromu 4-U„ ....1 .v i . . . 


win Jimi . dim in loud wie more specific act was passed which pro- 
vides for condemning sites tor elevators on the railroad right of way-proceeding 
m the same manner to condemn the sites as the railroad does to condemn for its 
light ot way. Unit law lias been declared constitutional by our State supreme 
court, and has not been appealed fi om. 1 

? Ir l.i A ' h § AKR ^*) It gave the elevators the right of eminent domain 
to extent/—A. \ es. In the second place, the legislature of 1H98 passed a law 
lequinng railroads to build spur tracks or side tracks to elevators of a certain 
capacity, or nulls located adjacent to the right of way if the railroad company 

^ , n °t have the room or had refused applicant room for an elevator at its wav 
station. He could then build his elevator adjacent to the right of way and 
demand ot the railroad company the construction of a spur track to it. If they 
could not agree upon the terms, then they are at liberty to appeal to the commis¬ 
sion to nx the terms. 

As a general thing, agreements have been reached when the applicant has shown 
his determination to get an elevator at a certain station. They generally find 
room on the side track for him. Quite recently, however, the commission had to 
pass upon the cost ot a spur of track to a mill. When the commission fixed the 
amount that the applicant should pay for grading and constructing the road, the 
railroad company acquiesced in the decision. The former policy of the railroads 
ot permitting only line elevators upon their road has been wholly reversed. There 
is hardly a station in Minnesota now but what has a farmers’ cooperative ele¬ 
vator or some independent elevator of that character. Our law prohibits the 
pooling of the business of country elevators. Of course, as a matter of fact I 
presume they generally pay the same prices, and tin* best man gets the grain. 

I hey can only compete as to grades, the prices being the same. One can grade 
a little more liberally than another, but the amount of business done at the local 
station where there is such competition depends very largely upon the man in 
charge of the elevator, how he stands in the community, and how his reputation 
is for honesty and fair dealing. 

he^ias^o sell? AN •) ^ depends considerably also upon the quality of grain 

Q. K he has a high grade of grain, he in his turn is independent? Is that a 
tact/—A. Yes. Then, again, the producer has this right, which has also been the 
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case quite extensively: He can demand a car on the side track of the loading 
track from the railroad company and have 24 hours in which to load it, without 
demurrage, and that makes the producer independent of the local elevator com¬ 
bine, if there is such a thing. If he feels that he can not get fair treatment from 
the local elevator, he can ship his grain and save handling charges. Handling 
charges at a country elevator are usually about two cents a bushel. 

Q. (By Mr. Phillips.) Would they charge such a shipper more than the others 
for a single car in shipping it?—A. The elevators? 

Q. No; I mean the farmer. If lie would load a single car in this 24 hours would 
he get the same freight rate to Chicago?—A. I presume lie could to Chicago. I do 
not know. But all our grain goes either to St. Paul, Minneapolis, or Duluth. 

Q. Would he get the same freight rates there?—A. The same freight rates there, 
of course. The law provides that one carload shall be shipped at the same rate as 
any number of carloads. 

Q. (By Mr. Litciiman.) It is claimed before the commission that, while that 
theoretically is true, in practical operation the car is not available at the time it is 
needed.—A. Well, that may be true at certain times, but it is believed that it is 
not the fault of the railroad* company. There are, as I stated before, certain times 
of tho year when it is absolutely impossible for the railroad company to supply the 
demands. I have seen thousands of bushels of wheat dumped along the sidetrack 
and at die station by the Red River Valley. That is the breadbasket, of the world. 

Q. (By Mr. Phillips.) Dumped upon the ground?—A. Yes. The farmers out 
there have no granaries. They thrash from the shock—steam thrashers—and the 
teams haul aie grain to the station. Now, this year it happened to be an extra¬ 
ordinary large yield. The elevators were all full: tin.' terminals were all almost 
blocked, so the railroad company was helpless: they did all they could. My best 
information and belief is that the railroad companies, at least the majority of 
them, favor the independent shipper that way. They do not like io favor a curb¬ 
stone dealer, a man who has no business whatever, who just stands on the street 
and gobbles up the farmer’s wheat; but if the producer himself desires to ship his 
graiu I believe the railroad company would stretch a point and give him the car 
in preference to some elevator man. 

Q. (By Mr. Litciiman.) Now, about this card price sent out every day to the 
farmer. It is alleged that this is made up by the combination at Minneapolis. 
Have you any knowledge in relation to that?—A. As 1 understand it, at the close 
of the day—of the business day—the quotations of the last sales are noted down, 
and the line elevators send that information out to their agents. If an independ¬ 
ent elevator wants that quotation he will have to make his arrangements with the 
commission man in Minneapolis, St. Paul, or Duluth, and get the same either by 
wire or mail. I do not think there is any combination other than this: That they 
are probably backed by some concern, or something of that kind. 

(J. Then does not. that practically announce the fact that the price to the farmer 
is fixed at that daily session?—A. Yes. 

Q. And the farmer practically is compelled to accept that?—A. Yes. The 
farmer the next day will probably get the price of the day before. 

Q. Then it practically amounts to fixing for the farmer the price at which he 
must sell his grain?—A. Yon may call it that. At, the same time, no grain buyer, 
I presume, could afford to pay any higher price than the market warranted. 

Q. Well, if by manipulation of the market the price was beared down, it 
would be to the detriment of the farmer, would it not?—A. Probably. 

Q. You have virtually answered the question whether the individual shipper 
of the grain gets this card price. He can only get it through the commission 
merchant at Minneapolis, I understood you to say.—A. Yes; I think that is the 
custom. 

Q. Unless it is given to him by the local agent?—A. Yes; the local station 
agent may give it to him. In that case I presume ho would have to make his 
arrangements with the Western Union. 

Q. What percentage of the farmers are forced to sell grain within three or four 
months ot thrashing? 1 mean forced in the sense that their pecuniary necessity 
may compel them to sell it.—A. Well, I hardly have information upon which to 
base an answer to that. The percentage is very much less now than it was some 
years ago. 

Q. Have you any knowledge of any combination between the railroads and 
elevator companies?—A. No; I have not. 

Q. Have yon any knowledge of community of interest between them?—A. I 
have no definite knowledge. I have my suspicions once in a while. 

Q. You have knowledge whether the same men are stockholders in both?—A. 
No; not to any great extent. My knowledge is rather limited. 
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Q. The community of interest could be brought about in that way?—A. 
Cetainly. 

Q. Your judgment is that the farmers’elevators receive the same courtesies 
from railroad companies as line elevatois?—A. As far as my information goes; 
yes. They pay the same rates and i eceive 1 he same treatment. 

(*>. Do you know of any rebates being given to elevator companies by railroad 
managements?—A. T do not. 

Q. It has been alleged that such is the case.—A. I do not know of any case 
within my official career in the office—15 years. Of course 1 hear rumors once 
in a while, but 1 have never been able to verify them. 

Q. Ha ve you any information to express as to the effect of grain gambling upon 
the price paid to farmers? - A. No. I have not. It is a subject beyond my reach. 

Q. (By Mr. Phillips.) What had the Leiter deal in wheat to do—that is, how 
did it affect the people there, if in any way. and how was it viewed by the farm¬ 
ers, favorably or unfavorably'-'--A It was viewed very favorably by the farmer 
who happened to have any grain to sell at that time. I know of one party who 
had three years* crops in his granary that sold for $1.45 jut bushel at the local sta¬ 
tion. Grain at that time should not have been worth over 85 cents. 

Q. How would they have viewed it if then* had been a hear movement instead 
of a. bull movement?—A. Well, this farmer whom I retened to, who saved three 
years’crops, saved it on account of the low prices prevailing before; he could 
afford to do it, and it was a good speculation. Ordinal ily I do not think it is a 
good speculation for a farmer to hold his grain. I have been so informed by farm¬ 
ers who are intelligent and farming on a large scale. They always make a prac¬ 
tice of selling it at once. 

Q. (By Mr. Litcuman.) Bven if they liny futures?—A. Sometimes they buy 
futures. 

Q. (By Mr. Riplf.y.) Is Unit practice very good?—A. It is practiced by certain 
large farmers only. 1 do not think it i^ practiced nmeli by small farmers. Most 
of our farmers aie small farmers. 

Q. (By Mr. Lrrrmiw) They turn grain into cash and then lmy futures?— 
A. Yes. 

Q. Have you any suggestions to make as to national and State legislation, so far 
as your expeiienee goes?—A. As far as Stale legislation is concerned, I think we 
are pretty well fixed in our Stale. 1 think we have good laws covering almost 
every conceivable point, and we have now obtained the decisions in the highest 
courts on seveial points sustaining us, clearing the atmosphere. We know where 
we are at. As far as national legislation isconcerned.it seems to me that the 
Interstate Commerce Commission ought to be empoweied to do about the same 
thing as the Minnesota commission: that is. upon complaint being made, have the 
right to regulate or reduce rates m certain instances. 1 do not believe that the 
Interstate Commeice Commission should be empowered to make all the rates by 
any means, but I do think that they ought to be empowered to adjust discrimi¬ 
nations after proper hearings -discriminations as between localities and perhaps 
also as between commodities. 

Q. Would you supplement that by the right, of appeal to a court of appeals?—A. 
Undoubtedly there should be an appeal from the commission; otherwise I do not 
think it just and fair. 

Q. (By Mr. Phillips.) Would you he in favor of enlarging the powers of the 
Interstate Commerce Commission?—A. Only to that extent. I think also that 
there should be a compulsory system of uniform accounting and a Government 
supervision of railway accounts. 

Q. You would he in favor of increasing the power of the Interstate Commerce 
Commission in regard to leasing railioads and the issuing of new stock, etc.?—A. 
Well, that of course is somewhat a new question now growing out of consolida¬ 
tions, and I am hardly prepaied to express an opinion on it. 

I might state, while I think of it, now that our law prohibits pooling—our State 
law—on the same terms as the intersfal e-commerce act. Our commission, in 1889, 
I think it was, unanimously declared itself opposed to any change of that pooling 
clause. I think, now, if the question were presented to them, in view of the recent 
practical consolidations, the commission would lie in favor of legalized pooling. 
Personally I know 1 should he. hut if this community of interest, consolidation in 
that way, goes on, of course there will soon be no necessity for legalized pooling. 

Q. Your State has more power in regard to leasing roads, capitalization, or issue 
of new stock than the Interstate Commerce Comnnsshin.haa it not?—A. Oh, yes; 
I do not think the Interstate Commerce Commission lias any power as to leasing 
of roads or as to capital stock. 

Q. You are not prepared to state whether you are willing to grant it an increase 
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of power—the same power your commission lias in your State?—A. I think it is 
not of great importance in our State any longer now. If the matter of rates is to 
be settled on the cost of reproducing the railroad, the amount of stock and bonds 
cuts very little figure. 

Q. (By Mr. A. L. Harris.) Yon say your law was framed after the old Illinois 
law. That is an old statute, is it?—A. The grain law, you mean? 

Q. Yes.—A. Yes; framed on the Illinois statute. 

Q. That is an old statute or new one?—A. An old one; 1 should presume il was 
in existence prior to 1885. 

Q. Do you know what change has been made in tin* Illinois statute?—A. I 
think they have added a weighing department to their grain department. I am 
not sure: I have not kept track of it. 

Q. Has the law been bettered in that lespect?—A. Yes: if that has been added. 
I think it is an improvement, to tin 1 law. 

Q. Does tin* local shipper find the same opportunities at the terminal elevator 
that, the general elevator buyei does at local points?-A. Yes, on most of the 
roads. I think the independent elector man or tin* producer, the farmer him¬ 
self, who wants to ship his grain, receives the same accommodation that the 
elevator man does. Of course a railroad company can do business more rapidly 
b> doing the grain business through a well-kept elevator. If they should do it 
ail by farmers loading ears, it would delay then cars very materially. But, the 
fact that the fanner has the right and the railroad company is compelled to give 
him a car and does give lum a car and turnislies a loading platform where he 
drives his team up and dumps the wheat right in- the fact that, that right exists 
and is once in a while exercised makes the local elevatoi man treat the fanner 
more justly than lie otherwise would. 

Q. Au* terminal elevators owned bj piivaie companies or by the railroads?—A. 
The terminal elevators, I think, are generally owned by tin* independent elevator 
companies. At West Superior, Wis.. the (Ireat Northern has its own elevator. 

Q. But they au* all under tin* same law?—A. All operating under tlic same ter¬ 
minal law. 

(Q. And under your contiol?—A Yes. Through an ariangement with the Wis¬ 
consin authorities we do exactly the same kind of a grain business in Superior 
as we do in Duluth, and the elevators there are operating under the same 
regulations. 

Q. (By Mr. Phillips) Have yon anything else to present?—A. No 

(Testimony closed.) 
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TESTIMONY OF PROF. HENRY C. ADAMS, 


Statistician Interstate C ammeree (Unamission. 

The commission met at 2.0(> p. m.. Mi. Farquhar presiding. At that time Prof. 
Henry C. Adams, statistician of the Interstate Commerce Commission, was intro¬ 
duced as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Farquhar.) Please give your name and address.—A. Henry C. 
Adams. Ann Arbor, Mich. 

Q. What is your position with the Interstate CoinmeicoCommission?—A. lam 
the statistician of the lnterstaie Commerce Commission. 

Mr. Farquhar. Mr. Kennedy, of the subeommjssion on transportation, will 
lead the examination. 

Mi. Kennedy. J think Professoi Adams lias in mind the topics that he desires 
to discuss, and that it would be best if lie be permitted to take liis own course 
and select just such subjects as he thinks will be of value to the commission. 

Mr. Farquhar. Then you can just make your statement in your own way. 

The Witness. Mr. Chairman, I thought it* might be interesting to the mcmliers 
of the commission to hear something about the method that the tax commission 
of the State of Michigan has adopted for arriving at the valuation of railway 
properties. This is an important question, especially in view of the theory that 
our courts have adopted that a reasonable rate must have either some direct or 
indirect relation to the valuation of such properties. This method that has boon 
adopted in Michigan is a little peculiar. I know of no instance in the history 
of thin matter where exactly this method has been followed. It is attracting 
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some attention, and I submit it this afternoon with the thought that some such 
method as this might possibly be desirable as a step toward arriving at the solu¬ 
tion of that, vexed question of railroad rates. The situation in Michigan in regard 
to taxation is a little peculiar. We have there what is known as a system of spe¬ 
cial corporation taxes, by which railroads and other properties of that class men¬ 
tioned are subjected to a tax on gross earnings, the rate varying with the classi¬ 
fication of the corporation. Now, the people of Michigan felt that the rate which 
these properties paid under the statute was not equal to the rate of taxation 
under the general property law, and the prime object of this investigation, which 
a special tax commission undertook, was to answer the question whether or 
not there was equal taxation between railways on the one hand and general 
property on the other. 

C*>. (By Mr. Fakquhar.) Does this investigation cover interstate roads as well 
as State roads?—A. All roads lying within Michigan. 

The plan adopted by the commission involved, first, an appraisal of the physical 
properties of the road, and, second, an appraisal of what was termed the value of 
the nonphysical elements. I shall first try to explain the rule of arriving at the 
physical valuation, and afterwards the rule of arriving at the nonphysical valua¬ 
tion of these properties. 

Without discussing many rules that might perhaps have been adopted, the 
theory followed by the commission was to appraise first the physical properties 
of the road, on the theory of the cost of reproduction: to estimate carefully all of 
the elements that go into a railroad property; to proceed with the matter just 
as an engineer would proceed if he was to make an estimate for building a road, 
and how detailed that was I will try to show in a moment. Having gotten the 
physical value as to the cost, of reproduction, it was then said by the commission 
that that cost should be reduced somewhat on an accepted percentage on account 
of deterioration. Some of the items, of course, could not deteriorate, and hence 
the present value of the road would be the same as the cost of reproduction. 
Other items, such as ties, such as rolling stock, would necessarily deteriorate, and 
there was a reduction in the valuation. So this report on physical valuation is 
under two columns. One is the cost of reproduction and the other is the present- 
value, estimated or gotten at from the basis of the cost of reproduction. 

Now, the commission adopted the classification of construction expenses pre¬ 
scribed by the Interstate Commerce Commission as the basis of its analysis. 
There are 81 general items in that classification. Each item or heading of this 
official classification has been worked out with great detail. The commission 
adopted this because' it was the official classification, and it is the classification 
that the Interstate Commerce Commission insists upon when the roads report an 
increase of their road or analyse their current permanent improvements. 

As I said, the commission’s estimates of these properties, based on the official 
classification, are set forth in two columns. The first column gives the cost, for 
each item of reproduction, and the second column gives the present value, so that, 
independent ot stores and supplies, it shows the final footings. In the second 
column is the value of the physical properties as the property stands on the day 
of appraisal. 

Now, the reliability of such an appraisal, of course, depends upon the accuracy 
of the theory of the cost of reproduction. I think that the theory of reproduction 
is correct, with one exception. That is possibly the matter of real estate, which 
I shall refer to in a moment. It relies, in the second place, upon the care with 
which the work is done, and in the case of Michigan the work was done independ¬ 
ently of the roads. The political conditions were such that they permitted the 
payment of good compensation; and the services of men who themselves had 
built a considerable amount of road, and who had been engineers upon the road, 
were secured, and a specialist, you may say, was secured for every particle or 
portion of this work. Now, in the case of the grading, for example, the profiles 
of all the roads were secured, and I contend that the major portion of these roads 
were traveled over by agents of this commission, so that from personal observation 
they could tell about what the cost of the grading and embanking and all that 
would be. 

In the case of rolling stock also another set of men were put upon the road, 
and the numbers of freight cars of certain classes were, of course, rurnished by 
the road or by the railroad commissioner, and then a sufficient number of the 
cars in each class was personally investigated, and so they were able to set down 
a correct price for cars. So it was in the cost of interlockings, in the cost of bal¬ 
last, in the cost of warehouses, in the cost of docks—it was a personal investigation 
by representatives of the tax commbsioners. In the case of real estate esti¬ 
mates the commission did not rely entirely upon the appraisal of the local asses- 



H. C. ApAMSI—TAXATION OP RAILWAYS. 


375 


flora; indeed, they rather relied upon the services of expert real estate agents of 
the localities, and they went so far in important cases as to trace the deeds of 
abutting property to find out what the selling price was of abutting properties, 
of right of way, or of the term. So in that instance, so far as the valuation of the 
physical properties is concerned, it seems by this method that Michigan has got¬ 
ten out a fairly correct and adequate valuation. 

Q. (By Mr. Kennedy). Have you had the judgment of any of the railroads as 
to the accuracy of this work?—A. Yes: we have had the judgment of the rail¬ 
roads as to the accuracy in some instances, but more especially jis to the accuracy 
of the methods. I might say this work was only finished last week, and we have 
not had. therefore, test of the railroad opinion—the benefit of the railroad expert 
opinion upon it; but the manager of one of these roads stated that the State was 
in possession of a better analysis of its property than lie possessed himself. At 
first, as was naturally the case, tin* railroads were not interested in this investi¬ 
gation; lmt. recognizing that it was carried on without any political interest, and 
that it probably would be carried on in an honest, open,and candid and scientific 
manner, they finally, I think in general, gave their—they at least gave the agents 
of the commission the privilege of appearing upon their property, and in the case 
of architects, for example, 1 remember that one of the important roads loaned the 
services of its architect on condition that he did not work upon the property of 
his own road. 

There is one point of considerable importance: Is it possible to apply the theory 
of the cost of reproduction to real estate? I may perhaps interject here that this 
work was done under the direction of the head of the department of mechanical 
engineering of the University of Michigan. The other portion of the work was 
done under my own direction, which I will speak of in a moment. There was one 
point of difference of opinion between Mr. Cooley, who had charge of this work, 
and myself, namely, in regard to the propriety of applying the principle of the 
cost of reproduction to real estate. 11 seemed to me that in strict theory, at least, 
it was not proper to apply the principle of the cost of reproduction except to prop¬ 
erties that can be reproduced, and reproduced in unlimited quantities, and of 
uniform cost. The true value of real estate, after all, is the opportunity that it 
gives for the location of an industry, and it is quite possible and conceivable that 
that value can not be properly arrived at on the theory of the cost of reproduction. 
But beyond that I should approve most heartily the work that lias been done, and 
tin* theory of the cost of reproduction in arriving at the physical valuation. 

Now, the above computation extends no further, you notice, than the value of 
the physical properties. It is well known that a successful corporation has a 
valuation frequently in excess of its physical properties, and what seemed to the 
commission, at least, to be the more difficult problem was to arrive at the value 
of the nonphysical properties of these corporations. 

Q. Before you leave this table may I ask why these columns of terminals and 
electric plants are blank? (Referring to sample estimate.)—A. The terminal is 
blank because wherever there is a considerable terminal there is an extra sheet. 
For example, the Port Huron terminal proved to be so significant a feature that 
it was taken out, of the main sheet, and there is a separate statement where it is 
a matter of importance. In the casts of the Michigan Central, for example, the 
terminal value of about 5 miles in Detroit was between 7 and 8 millions of dol¬ 
lars, and that was one-third of the value of the road itself. That is the explana¬ 
tion of that fact. In the case of the absence of electric light, probably in that 
road there was no electric-light plant. Many of the roads are rather small. 

Now. it was at this point, after the commission had decided to make a valuation 
of the physical properties, that the problem was submitted to me to give a rule 
for valuing what is commonly called the franchise of these corporations, and I 
provided here a copy, so you could follow, if you care to, the rule and the argu¬ 
ment for the rule which was submitted and which was in the main approved by 
the commission. 

I will read to you this letter, and make a fow comments upon it as to what 
seems to me of importance ["reading:] 

METHOD OK RULE FOR COM CUT I Mi FRANCHISE VALUE. 


To the Board of Stale Tax Commissioners, Lansing, Mich. 


Ann 4rbor, Mini., October/., 1900. 


Gentlemen: In reply to vour request for a method of valuing the nonphysical element in railway 
properties, I submit the following 

First. It is underwood that the object of the investigation instituted bv the Michigan tax commis¬ 
sioners is to determine whether the properties imposed with specific taxes pay, upon their true value, 
a rate equal to the rate paid by property taxed under t he general tax law. The suggestions here sub¬ 
mitted pertain to rail ways organized as corporations, and whose chief business is thatof transportation. 
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The significance of that last phrase is that in .Michigan we have a large number 
of small railways which run to the mines of ore, and are logging roads, or adjuncts 
to manufacturing industries, whose value is not so much that they carry freight 
for the public as that they are an adjunctto manufacturing, mining, and lumber¬ 
ing industries. Now, those roads do not have this rule applied to them. The 
value of those roads, it is assumed, is reflected in the value of the manufacturing 
plant [reading:] 

Second. It is understood that, an one step in this investigation, the commission has undertaken to 
appraise the physical property of railways (real estate included)— 

The purpose of inserting that phrase is, as I have suggested, the difference of 
opinions that may arise as to whether the theory of the cost of reproduction can 
properly be applied to real estate. That was decided in the affirmative by the com¬ 
mission, and that was one of the given elements of the problem submitted to me. 
[reading]— 

and that the request made of me is to formulate a sati.siaetorj rule lor appraising the nonphysical or 
immaterial element in railway corporations 

Third. It is submitted that this nonphysical or immaterial element is not a simple commercial ele¬ 
ment, but includes, among other things, the following 

1. It includes the franchise (a) to he a corporation, (b) to use public propcrt\ and employ public 
authority lor corporate ends. 

In looking into the court's opinion or definition of franchise, it is made to cover 
a large number of diverse and sometimes contradictory ideas. One might say 
that the value of a franchise to be a corporation is what it costs a party for the 
charter, which perhaps in Illinois is $1.50, but that, of course, is not what the 
commission is after in seeking for a rule for appraising the feature of intangible 
property [reading:] 

‘2. It includes the possession of traffic not exposed to competition, ns, tor example, local traffic. 

3 It includes the possession of traffic hold by established connections, although exposed to compe¬ 
tition,us, for example, through traffic that is secured because the line in question is a link In a 
through route. 

That appears to me to he rather tin important consideration. As an illustration, 
I imagine that some of the value of the Lake Shore Railway is due to the fact 
that it is a link in the through east and west line by means of which it secures a 
larger share of transcontinental freights. It carries the tea. for example—or it 
did until a short time ago—to the exclusion of the other rival roads. Whether 
it continues to do so I do not know. I imagine again—another illustration—that 
the Lake Shore and Michigan Southern road will he benefited by this purchase—by 
this combination, if it goes through, of the Vanderbilt systems with the Central 
Pacific—because, again, it will have drawn over its line a larger amount of trans¬ 
continental traffic than heretofore. So it is with any great system which, by means 
of its connections, enjoys certain through traffic; and that is one of the elements 
that goes to make its value, and that can only he included in the intangibles, if 
included at all [reading:] 

4. It includes the benefit of economies made possible by increased density of traffic 

It is a fundamental law of transportation that the more dense the traffic, other 
things being equal, the cheaper can the traffic be carried. The reduction in the 
cost per ton per mile follows the increase in the volume of traffic carried Now, 
merely as an illustration to what an extent density of traffic can go, I have brought 
in here a map showing the extent to which the mail traffic of the United States 
has concentrated on a few lines. There are but a few roads indicated on that 
map [referring to map], yet on those few roads over 50 per cent of the mail matter 
of the United States is carried. The density of traffic is indicated by the width 
of the line. The widest line is between Philadelphia and New York. 1 

Now, I imagine that there is no such corresponding density either in passenger or 
in freight traffic as in mail traffic, hut the map is submitted merely to show 
what is meant by density of traffic, and to lead to the conclusion that the road 
with the most dense traffic is, other things being equal, the most valuable road, 
and that the advantage of this density of traffic, which decreases the operating 
expenses as compared with the gross income, must he classed among the intan¬ 
gibles of the corporation, and if valued at all must be valued under the head of 
intangible properties [reading:] 

6. It includes a value on account of the organization and vitality of the industries served by the 
corporation, as well as of the organization ana vitality of the industry which renders the service. This 
value, consequently, is, in part, of the nature of an unearned increment to the corporation. 


i The map referred to by the witness is in the lx>ok entitled “Railway Mall Ray.—Testimony taken 
by the Interstate Commerce Commission to investigate the postal service.” Part II, p. 231. 
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Fourth. As corroborating the existence of this element of value in all successful corporate) enter¬ 
prises, reference may bo made to the following facts. 

]. Corporations almost universally are bonded for an amount, in excess of the value of physical 
properties less the proceeds of the stock issued. If traffic or good will or franchises or organizations 
can be made security for the borrowing of money, is it not evident that they possess an established 
commercial value? 

2. It is not uncommon for courts, in placing railway properties in the hands of receivers, to defend 
their action by the assertion that the step is necessary in order to prevent the disintegration of the 
property. Is it not a legitimate conclusion from this fact that the courts recognize organization ns an 
element of value? 

It was the case with the Northern Pacific, if I remember properly, in the peti¬ 
tion for the receivership, which was to the effect that if the receivership was not 
granted the road would be disintegrated—that is, fall apart in its various sections, 
and could not be operated as a system easily—and the court recognized that argu¬ 
ment, and the large number of receiverships in 181)4 and 1895 made use of that 
phrase in their receivership petitions (reading): 

3 The universal recognition of the necessity of supplementing the general properly tax by Home 
special method ol taxation m the cum* ol railways in an acknowledgment ol the fact that the general 
property tax by ordinary methods of assessment doesnot attach itself to the full value of corporate 
properly. The general property tax worked well when the major portion of property was material 
and visible; it billed to work well when, through the development of corporate enterprises and 
credit relations, immaterial values came to he relatively signitleant 

I have a compilation of the laws of the States on the matter of taxation, and it 
is true in one way or another that all the States make, or most of the* States make, 
an exception from the rule of the general property tax in the matter of railway 
properties, thus acknowledging that they must be approached by some different 
method [reading]: 

Fifth. Imc-much us nothing tangible or visible gives support to the value under consideration, it 
must be determined on the basis of infoimntioti secured from the current accounts of the corpora¬ 
tions There me two accounts which umv be used lor this purpose, namely, the general balance 
sheet and the income an mint In the balance shed w ill he found astatement of assets and liabilities, 
giving cost of road and equipment on one side and the pur value oi stocks mid bonds on the other. 
For reasons that need not here he slated, these items are not satisfactory tor the purpose which this 
commission has in view. Itma.v he assumed that the appraised value ol the physical property of 
railways (including Irmicluse element m the right of way) will not coincide with the balance-sheet 
statement of cost of load and equipment. 

Now, there is no doubt but what the statement is correct. In the case of 
the Ann Arbor road, for example, the balance-sheet statement of the cost of 
the road and equipment is, if I remember rightly, §14.500,000 pi tangible, and 
the intangible value of the road will fall under §7,000,000—not much over 
§0,000,000. Now, on the other hand, if you should take the Lake Shore road 
as a general system—I am giving this merely on a guess, for we could not, of 
course, appraise that portion of the Lake Shore that lies outside of Michigan— 
take the Lake Shore road, and its intangible and tangible values arrived at by 
methods we have gotten out, would, I think, exceed its stocks and bonds. They 
have about $95,000,000 of stocks and bonds. 1 think their aggregate valuation 
would go much higher. Of course that brings up the point that the value of 
roads may be appraised by the market rate on its stocks and bonds. Now, we 
endeavor to get at that in Michigan, to find out what the market rate of stocks and 
bonds was. I have hero a statement, as closely as we could get at it, of the valu¬ 
ation of Michigan properties on that theory. Of all the railroads in Michigan 
there were only 4 of which theie was a sufficient number of quotations of stocks 
and bonds so we could arrive at anything like a reasonable valuation. And 
another reason against that method of valuation for State purposes is that, even 
though you get that valuation, it is the valuation ot the system; then there still 
remains the further question how to assign the value of the system to the State. 
For these three reasons that was abandoned and another method adopted 
[reading]: 

The practice adopted by many States of appraising railway property on the basis of the market 
value of stocks and bonds has something to be said in its favor, but it is not satisfactory. This point, 
however, need not lx- argued at the present time, because this commission, by instituting an appraisal 
of the physical assets <>f the corporations, has committed itself to a rule inconsistent with the valua¬ 
tion of corporate liabilities. 

In discarding the balance sheet ns the basisof valuation, the commission is forced toaeeept for this 
purpose the income account, a conclusion which finds support in the established rules of eorporation 
finance. The task ol appraising railway properties, undertaken by this commission, is nkip to, if not 
identical with, the revaluation of railway securities, should this become necessary for reorganization 
or for transfer. As stated by Mr. Greene, an authority upon this subject, the holder of railwuv prop- 
rcties ‘‘must accept as a basis for revaluation of his seen re ties the earning power of the company as 
aoarrierof traffic.” This “earning power ” is undoubtedly the basisof all valuation of corporate prop¬ 
erties, and it is the income account from which this earning power can be determined. 

Another reason for accepting the income account railways as a basis for the appraisal of imma¬ 
terial values is that the rules of bookkeeping, so far ns this account is concerned, are fairlv uniform 
for all railways, and in the main rigidly followed. This is especially true so far as it is necessary to 
make use of the income account for the purpose of this commission. The degree of uccuracy attained 
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In this account may be suggested by reference to the official classification of operating expenses 
adopted and followed by the principal railways of this country, a copy of which is herewith sub¬ 
mitted. I also submit in this connection the form of income account prescribed bv the Interstate 
Commerce Commission and followed by the majority of State commissions. 

Now, I submit, Mr. Chairman, in this connection a copy of that official classi¬ 
fication, the object being merely to substantiate the statement that, so far as the 
expenditures are concerned, the established rule is a rule that has been carefully 
worked up, and from my knowledge of the roads I may say that it is fairly well 
followed by the roads of the country. This particular account has received the 
approval of the convention of State railroad commissioners, and is made the basis 
or practically all State reports. It is accepted by the Auditors’ Association, and 
willingly—indeed, of their own volition—has been put into force among the rail¬ 
roads. There doubtless are some inconsistencies m it, as there must be in any 
such analysis of expenditures, and they are of sufficient importance so that the 
executive committee of the National Association of Railway Accounting Officers is 
at present engaged in the revision and betterment of this account. I say this because 
it is so frequently asserted that railway accounts are of no advantage to any pub¬ 
lic commission, because they can be modified and cooked. To some extent that 
doubtless is true; but I think we are at liberty to say that, so far as operating 
expenses are concerned, the roads are loyal in their use—follow as strictly as pos¬ 
sible the rule here laid down. There is some liberty granted in the use of this 
account which strict application of public supervision over accounts would not 
allow; but I think we may have some confidence in the operating-expense accounts 
of the railroads [reading]: 

Sixth. Tilt* rule submitted for the appraisal of the immaterial values o| railway properties, or what 
I urefer to term the capitalization of corporate organization and business opportunity, is .simple, as 
follows 

1 begin with gross earnings from operation, deduct therefrom the aggregate of operating 
excuses,’ and the remainder may be termed the “income from operation.” To this should be 
added “ ineome of corporate investments,” giving a sum which may be termed “total income,” and 
which represents the amount at the disposal of the corporation forthe supjHirt of its capital and for 
the determination of its annual surplus. 

2 Deduct from the atom* amount—that is to say, ” total income,” as an annuity properly charge¬ 
able to capital—a certain per cent of the appraised value of the physical properties. 

3 From this amount.should be deducted rents paid for the lease ol property operated and perma¬ 
nent improvements- charged directly to income The remainder would represent the surplus from 
the gross earnings from the year’s operations, jind for the purpose of this investigation may be 
accented as an annuity which, capitalized at a certain rate of interest, gives the true value of imma¬ 
terial properties 

That is the form of computation. Tho report goes on next to say [reading]: 

Seventh. To obviate the criticism that both gross and net earnings vary from year to year, it is sug¬ 
gested that in place ot a single year’s income account tin* average income account of a period of 10 
years be accepted as the basis of computation. The ieuM>n for accepting a period of 10 years is that 
under existing commercial conditions it is likely that the cor|>omtion whose property is appraised 
would, during that period, pass through years of both prosperity and adversity. 

Now, in one case I know of had we accepted the last (> months’ earnings on a 
certain road in Michigan and computed our intangible value from these earnings, 
we should have had some millions of intangible property, but if we took the 
average earnings for a period of years, the intangible property of the road was 
materially reduced. In two cases in connection with Michigan roads the reverse 
would have been the case. Now, it seems when we are getting at the real true 
value of property we ought not to take tho accidental earnings of apaiticular 
year, but we ought to get the regular, orderly, steady year-by-year earnings. 
And finally this letter is closed [reading]: 

Eighth. It will be observed that the above rule fails to appraise the speculative element in railway 
property. While this element doubtless atleets the price of corporate stocks and corporate bonds, it 
is not entirely clear that itshoiild influence appraisals for the purposcof taxation. Should, however, 
the commission desire to compute the present worth of properi), as resting upon expectations in 
the future as well as upon earnings in the past, the pertinency of the above rule would not thereby 
be impaired. This is true, because the speculative value of properties must, from the nature of the 
ease, dc a modification of their value computed upon the basis of their earning capacity. 

. Henry C. Adams. 


•The Michigan system of railway accounts prescribed by the railroad commissioner includes taxes 
in “ operating expenses,” and for the purpose of this analysis such inclusion may be accepted. 

8 8ome improvements are charged to " operating expenses,” but for the purpose of this analysis such 
a rule bears no significance. 
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I submit a blank sheet which gives details of this method of procedure: 


Statement showing computation of the value of the nonphysical elements of the 
above-named road whose physical elements were, on November' 1, WOO, officially 
appraised at $ -. 

[Average an mini statement for — j ears ending ] 


Items 


Number of miles operated. 

Gross income from operation.j 

Operating expenses, exclusive of taxes. 

Net income from operation. 

Net income from investments. 

Total available corporate income. 

Annuity deducted for capital at 4 per cent of 

value of plnsicul elements. 

Remainder mailable lor other purposes. 

Full her deductions 

1. Taxes on physical elements at per cent of 

value.. ...". 

2 Rentals on property not covered by appraisal... 

:t Interest on current liabilities. 

4 Permanent improvements charged to income... 

Total further deduction. 

Suiulus. 

Deficit . 

Capitalization of surplus at 7 per cent, which results 
in a value of nonphysical elements such that the sur¬ 
plus yields a net income of (i percent thereon after 
payment of tax of 1 per cent thereon 


Amount 
for entire 
system. 


Per mile 
operated. 


Amount 
apportioned 
to Michigan. 


Remarks,-. 

There are quite <i number of rather intricate problems possibly in connection 
with the use of this sheet, and I may just refer to one or two of them. In the 
first place I may review the theory. We begin with gross earnings from opera¬ 
tion; subtract from that the operating expenses, exclusive of taxes. That leaves 
us the next item—net income from operation. We add to that the net income 
from investments; then wo have the amount of money that the corporation has 
to dispose of. Now, in an ordinary income account, there would next be deducted 
the fixed charges; that is, interest on bonds, and after that the dividends on stock. 
But by this method of computation, in the place of interest upon bonds, there is 
deducted a certain rate per cent upon the appraisod value of the physical prop¬ 
erty, which recognizes that the appraised value of physical property is a fixed 
capital in tho concern, and that fixed capital ought to have a certain amount of 
income set aside for its support; and then beyond that, after two or three other 
deductions, if there be a surplus, the surplus is capitalized. 

Q. (By Mr. Litchman.) Is it pertinent to ask right here what relation the stock 
and bonds bear to this classification as stated by yon?—A. We disregard the stock 
and bonds and substitute for stock and bonds in this operation account the 
appraised value of the physical property. That is what I mean by saying we get 
rid of the balance-sheet items. Now, a balance-sheet item means nothing. 

Q. It could be cooked?—A. Well, yes; that is, it does not stand for anything in 
particular. They have on one side of the balance sheet the cost of the road and 
equipment. In the case of Ann Arbor, as I have pointed out, the cost of the road 
is 814,500,000; we find upon investigation something over five millions of property, 
yet, on the other side of the balance sheet there are stock and bonds to the amount 
of fourteen million and a half. I am glad you asked the question, because that 
is a significant feature of this method of procedure. It is a means by which we 
get rid of what may he called the overcapitalization through overissue of stocks 
and bonds. 

Q. You also arrive at the fact whether there has been an overcapitalization or 
an overissue of bonds?—A. Yes. 

Q. That is to say, if the value by your method is less than the par value of 
stocks and bonds issued, the natural inference is there has been an overissue or 
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rather, an issue not justified by real value?—A. I think that is a just statement; 
yes. 

Q. (By Mr. Clarkk.) And yet, how can the corporation, in dealing with its 
stockholders and bondholders, do otherwise than to accept the balance-sheet items 
as the basis of its computations in all its business arrangements?—A. I should not 
object to that in the least,, but l think that comes entirely outside of the question 
which wo are considering, of arriving at the true value of the property as an 
industry. 

S . It may be outside of it as far as the question of taxation is concerned, or a pos- 
e public regulation of rates; but, so far as concerns any possible winding up of 
the concern and distribution of its assets among creditors and among stockholders, 
they would have to proceed upon that basis, would they not. instead of this?—A. 
Undoubtedly, as representing their relative claims upon whatever value the prop¬ 
erty had, but if the concern is wound up it does not by any means follow that the 
value of that concern equals the par value of the stocks and bonds outstanding. 
The value of that concern would be arrived at m exactly the same way we are 
arriving at it here, on the'basis of its earning capacity, and then in the dis¬ 
tribution of that value, of course.it would be necessary to fake into consideration 
the holders of outstanding stocks and bonds. And also it ought to be said. I 
think, as possibly giving some, further light upon that point, that this physical 
appraisal does not necessarily cover the total value of the property. Wo allow 
that physical appraisal a certain rate per cent, so that what you might call the 
physical property m the concern will be supported out of the income. Then 
there is or is not excess. It may he there is such an excess, and when capitalized 
and added to the physical value flu* sum may exceed the par value of the stocks 
and bonds. It may be that it will not equal the stocks and bonds. But in any 
case it seems that the merit of this method of procedure is that it gets rid of 
making uso of balance-sheet items. 

Now, any scheme of appraisal must, of cour.M*, rest on something not arbitrary. It 
must be judgment. Another advantage in this method of procedure, as it appears 
to me, is that it allows of but one question of judgment —that is. the question of 
judgment (tenters in the proper rate per cent. The proper rate per cent, what we 
have stated, is 4 per cent, to which is added 1 per cent for taxation, assuming 
that the corporation pays the tax. That is the assumption upon which the inves¬ 
tigation proceeds. 

Q. (By Mr. Litoiim \n.) Taking no account of how the corporation eventually 
reimburses itself?—A. No; it takes no account of that. Of course, a corporation 
might perhaps bo in no situation to recoup itself by raising its rates. Without 
trying to arrive at the proper rate percent, we said that, 1 he investment which 
pays 4 per cent without taxation at the present time will command par. There¬ 
fore we took that 4 per cent. The reason why we took 1 per cent as representing 
the tax was peculiar to the conditions in Michigan. The average rate of taxation 
in Michigan is about §14.75. The average appraisal of property is about 05 per 
cent of its par value. Therefore we reduced this to a par basis of 1 per cent. 

It may bo asked. Why not capitalize the net income to begin with and not 
undertake an appraisal of the physical properties? The chief reason for that, lies 
again in the matter of rates percent. That would have made it impossible to 
allow for the physical capital at one rate per cent and to capitalize at a higher 
rate per cent. The rule that we have adopted is to take 4 per cent for an annuity 
and to take 0 per cent for the capitalization, the reason being that the first income 
is a sure income. It is without risk, for we have decisions in our courts to the 
effect that no legislature or commission can reduce a rate to a point which will 
not pay. In some cases it is said to be the interest on bonds, but the idea is 
expressed more carefully by the recent Minnesota case—it is a State case, to be 
sure—a certain rate per cent upon physical valuation of the property. Now, 
then, you have a judicial bulwark, as it were, against a reduction of the rate of 
interest below 4 or 5 per cent, below the physical valuation of the property, and 
the cost of reproducing the property. When, however, a road presents a value 
in addition to this physical valuation, then that value does not, as it were, give a 
fixed income, because legislatures are at liberty to depress rates so as to deprive 
the corporation of a part of that value, for we must remember that railways, as 
it were, are between the upper and nether millstone. The State taxes them on 
one side and regulates rates on the other. Now, it seems, so far as this excess 
value is concerned, that there was some risk attending it, and in common equity 
it ought to he allowed a higher rate per cent than in the case of an investment 
that had no risk. So that one of the chief arguments for going through this 
expensive and difficult process of arriving at physical valuation is that it permits 
a separation. It permits the use of two rates per cent—a low rate per cent for 
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the amount assigned to the physical valuation and a higher rate per cent for that 
assigned to the nonphysical valuation. 

Q. (By Mr. Kennedy.) Is there any allowance for tho depreciation of the prop¬ 
erty?—A. The allowance for the depreciation of the property is made when the 
cost of reproduction is greater than the present value. In such items as rails, 
ballast—all those items that do depreciate—the present value is always lower than 
the cost of reproduction. In engineering it is the same because there is no depre¬ 
ciation in those items. Now, this 4 per cent is tho amount taken out of the earn¬ 
ings and set aside to the support of what you may call the necessary physical 
capital of flu* road. It takes the place in’ this income sheet of the interest on 
bonds in the gi\en income and in part the dividends on stock. I say in part 
because it may be the money, it depends upon whether the interest on bonds 
consumes the net income or not. That would vary in different roads. 

Q. (By Mr. F\rnjni \r.) In cast 1 a railroad is found to have no net income ar all 
over its running expenses, what would be the action of the State in collecting this 
tax?—A. Do you mean where there is no surplus after paying the operating 
expenses? 

O. What, position does it leave the State in as to collecting the tax?—A. That is 
rather an intricate question in taxation. In a strict application of the theory it 
would seem to me that the State would not be at liberty to assume that the phys¬ 
ical valuation of the property was its true valuation, and we ought to reduce its 
value below the cost ol' 1 ('production. At the same time that is not done in other 
properties. A man puts up a house in a place where he thinks lie is going to rent 
it. and it. turns oin that people do not want to rent it. Now. in a sense, perhaps 
the local appraiser will let up on his taxes, but lie; does not very much, and he has 
to pay taxes whethci it is a somce ot income t.o him or not. Now, for the same 
icason it would seem tome not to be equitable for any man to pay a tax upon 
any property that is not a, somce of income to him while it is not a source of 
income; and I should say that in the case that von state the appraisal ought to be 
reduced. 

(*). As to that arbitrary annuity of 1 percent, the roads arc entirely different, 
no 2 alike. So would it. be fair to take, for instance, the Ann Arbor or the Grand 
Haven or the Michigan Southern, and apply the 4 percent theory arbitrarily to 
all 4 roads?—A. It is quite true that, roads vary in their conditions, they vary 
in their prospects, and the speculative (dement undoubtedly makes their bonds 
fluctuate up and down. We have not thought it wise, however, to make a varia¬ 
tion on this annuity, but, we do make a vaiiation in the rate of capitalization. 
Now, then* ar<* 4 east's ot variation in the rate of capitalization. Let us fake, for 
example, the union depot company of Detroit, the Fort Street Depot Company. 
That is a terminal corporation; its income is a contractual income; it is just as 
sine and eel tain as that the sun rises. Now, in that, I apply the capitalization 
because it is sum*, ()n the other band there* is a road, 1 think, up in the northern 
peninsula that is new; it, has only been running about a year and a half; it has 
not come to that point where it is necessary to raise its operating expenses very 
high for deterioration In 2 or 4 years you will find its operating expenses go 
up. Now, in that case I capitalize it at 10 per cent so as to reduce the value. 
There is another case of a road that has been a very prosperous road in the last 
10 years; been running into a lumber camp. But the lumber is all cut off, and 
the last year yon see it is gone. So if you take the past 10 years it is of high 
value, but its prospects are such that it is not going to be valuable in the future; 
and therefore I make a variation, but not n the deduction for the annuity. 

Q. (By Mr. Kennedy.) This investigation of yours is not entirely for the pur¬ 
pose of taxation. Is it. not true that you design to ascertain whether passenger 
and freight rates are just,?—A. Yes; provided a scheme of this kind could be put 
through by the Federal Government. I doubt if any State commission could 
make much use of a scheme of this kind or of any scheme to judge of the 
reasonableness of rates that they had to deal with; but I am confident that if the 
federal Government should put through a scheme of this kind, so that the results 
would command the confidence of the courts, they would apply the principle of 
that State case up 1 here in Minnesota—Steencrson v. The Great, Northern, I think 
it is--in 1897, where the principle laid down was this: That a rate or scheme of 
rate's which permitted a 5 per cent payment upon the reproductive cost of that 
road was reasonable. Now, you know in a great many cases the reasonableness 
ot the rate finally comes down to whether or not the corporation can pay the 
interest on its bonds. The difficulty with that is that the bonds do not represent 
the tea. cost of the road or the real value of the road. If you could substitute in 
an that line of reasoning the true value of the road or its physical valuation, 
why, then, it seems to me you would have something that courts and commissions 
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could work upon. In that sense this scheme has a much broader application 
■ than the question of State taxation. 

Q. But taxation was the only thing that was thought of in Michigan in setting 
' np this commission?—A. Taxation was the only thing that was thought ot there. 

Q. (By Professor Ripley. ) Do you recall any other case besides that of Steencr- 
aon, in Minnesota, in which the reasonableness of rates depended upon the cost 
of reproduction of the property?—A. There is one Minnesota case in which that 
opinion was reaffirmed, but outside of that I do not know. 

There is another advantage, it would seem to me, in a scheme of this kind- 
something of this kind being done by the Federal Government. Everyone who 
knows the difficulties that exist in connection with the State taxation of railroad 
property must welcome anything that looks toward uniformity. Now, I would 
take into that general subject the State taxation of interstate properties. The 
amount that railroads pay in taxation varies all the way from $30 a mile up to 
$900 a mile, and the schemes for getting at the thing are various; no two States 
have the same method of procedure. If the States are to continue, as probably 
they will, to tax these interstate properties, there ought to be some uniformity; 
and I imagine that if the Federal Government should establish and make a state¬ 
ment by proper investigation of the present value of railway property, especially 
of its physical elements, that the States would accept it and adjust their taxing 
scheme to it. 

Q. (By Mr. Litchman.) How long do you think it would take, approximately, 
to make such a valuation of so much of the Vanderbilt system as reaches from 
New York City to St. Louis?—A. It would depend upon whether there wore any 
lawsuits involved. So far as the matter of collecting it is concerned, with prop¬ 
erly paid men, I should think you could do that work in 3 months. I would 
say this was rather an expensive piece of work in Michigan on account of the 
shortness of the time that was permitted to do it. It had to be done inside of 
4 months. 

Q. (By Mr. Kennedy. ) It would not lie so expensive another time, would it?— 
A. Oh, with this in existence and the proper officer in the railroad commissioner’s 
office you can keep np depreciations and improvements from year to year. 

Q. (By Mr. Litciiman. ) Having made this examination as to the present value 
of any line of road or all the lines of the United States, and then supplementing 
that with the bookkeeping that you suggest in these tables that you have sub¬ 
mitted, would it not do possible then to continue the knowledge of the exact 
physical conditions of such road or roads?—A. It certainly would if Congress will 
give the officers sufficient power to require the reports. 

Q. And require uniformity in them?—A. There is now in the form, the annual 
form of report that the railways make to the Interstate Commerce Commission, 
a page calling for all this information. But in the reorganizations that have 
taken place the corporation that accepts the property does not care anything 
about the book accounts of the pr jvions corporation, and it does not take them 
over and report to us. They do not know anything about it. Then again, a lot 
of building of roads is by contractors. A contractor builds a road and ho keeps 
these accounts—he may or he may not—he may keep them in his vest pocket. 
When he turns the property over it is turned over to the railroad as so much 
money paid to the property, so that the road does not get these accounts; and I 
doubt very much if any of the Michigan roads at least have as perfect an analy¬ 
sis of their property as is now in the possession of the State of Michigan. 

Q. The point I wanted to cover was how much value it would be to get an 
appraisal of the railroad properties of the United States under this system unless 
it was supplemented by some means of continuing that knowledge up to date?— 
A. I think that the machinery of the Interstate Commerce Commission is now 
ample to secure the continuance of that year by year, with one exception. The 
Interstate Commerce Commission has now no authority over the contractor. If 
a law were passed by Congress or by the States or in any way so that the people 
who build the roads under contracts should file reports under this rule, under 
this classification, then there would be no difficulty in keeping the thing up to 
date. 

Q. (By Mr. Clarke.) Do you think Congress has any constitutional warrant 
for making such a general appraisal?—A. Appraisal? 

C*>. Yes; or for passing a law ordering such an appraisal?—A. It is with great 
hesitation that I speak on a constitutional question, for I am not a constitutional 
lawyer. But it would seem to me that inasmuch as Congress has undoubtedly 
control over the rates charged by interstate roads, and in view of the fact that 99 
per cent of the roads in this country are interstate roads, that Congress would 
also have the authority to authorize any step necessary to the establishment of 
or arriving at the through rate. 
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Q. You think that the rate of taxation is an important element in the matter of 
rates of transportation, so that Congress would therein find its warrant under 
the power to regulate commerce?—A. I should hardly put it in that way. I 
should not rest the right of Congress to do this upon the interest it may have 
indirectly in the question of taxation. I should put it directly upon the principle 
that Congress has control over the rate in interstate matters, and this is desirable 
for the purpose of judging what is or is not a reasonable rate. 

Q. (By Mr. A. L. Harris.) Do you mean by that scheme to get the valuation 
by the Government and then give it to the States—prorate that valuation; or do 
you mean for the Government to assess the tax?—A. I had not thought of going 
so far as to reorganize the taxing system of the United States; no. My thought 
was this: That if the Federal Government should in an authoritative manner 
estimate the values of the interstate railway properties, that the States themselves 
then would accept that valuation as the basis of their own taxation and come to 
some understanding between themselves as to the apportionment of that value 
l>etween them. I am ready to admit that that is a very difficult question, the 
question of properly apportioning the value—especially this intangible value—of 
a railroad to the various States through which the railroad runs. That is an 
exceedingly difficult question. 

Q. Would it be satisfactory for the States to take it by the mileage within the 
States, prorate by the mileage within the States?—A. I think not. I should think 
that would do injustice in many cases. In Michigan, for example, it would per¬ 
mit. Wisconsin to get more than she ought to for herself. I had not thought to 
go into that problem this afternoon, but I can suggest., I think, the difficulties in 
the pro-rata rule. Suppose there is a State, as Michigan, for example, and there 
is a road like the Labe Slioie road, we will say, from Toledo on to Chicago, that 
runs along through the northern part of Ohio, through Indiana, and through 
Illinois, and it has a few branches sticking up into Michigan. Now. the question 
immediately arises: What is the value of those branches to the Lake Shore sys¬ 
tem: how much do they contribute to the Lake Shore system? They contribute 
not simply the earnings from freight on the few lines that are in Michigan, but 
they contribute a value to the Lake Shore system in view of the fact that all the 
freight that is collected by those branches in Michigan gets a long haul clear 
from, let us say, Elkhai t. on to Buffalo. It is common in railway finance for the 
main stem to support a branch which in and of itself does not seem to pay 
expenses, simply because it recoups itself for the loss there by what it earns on 
the long haul. Now, a per mileage assignment ot this value as a basis of taxation 
does not seem to me to meet the equities of the case, for in that case Ohio would 
got. more of the value for taxation and Michigan less than she ought to get. 

0. You can not find any constitutional provision at all to control it?—A. That 
undoubtedly is the right of a State: but still the subject being taken up by Con¬ 
gress, here is this information; and then the question of solving this awful, awful 
question of State taxation comes to be simple, and I think we may rely upon the 
fact that. State legislatures are more or less reasonable and would do that thing. 

Q. Is it not a fact that many of the States get much more from interstate rail¬ 
roads in the way of taxation than other States?—A. Yes. 

Q. Although the road passes through the different States?—A. That is about 
the truth. 

Q. Of course, I do not want to mention names as far as the States are con¬ 
cerned, but there has been one of the greatest troubles in getting at the true valu¬ 
ation for railroads in the past; and it seems to me a scheme like you have outlined, 
if it could be taken hold of by the General Government and then could be adjusted 
between the States, would be a relief not only to the States, but also to the rail¬ 
roads.—A. Undoubtedly; and the only other alternative is for the Federal Gov¬ 
ernment to undertake the taxation of interstate roads. I do not know whether it 
has the right to attempt that. I do not know but what the States would obiect 
to that, because they are getting about $40,000,000 of income. 

Q. This appraisement was actually made, was it, or is it merely a scheme?—A. 
Oh, no; this is done. The report on the intangible matter has not been completed, 
but the other is done, and the State legislature will act upon it this session. 

Q. Then the other question I was going to ask will not be pertinent, for the 
reason that I wanted to find out how the valuation under this plan compared with 
your present plan in reaching the value.—A. We do not value roads at all in 
Michigan now. The tax is a specific tax upon gross earnings, roads being classi¬ 
fied at different rates for the different classes. And the purpose of this investiga¬ 
tion was to find out whether, under the special taxing rule, they paid equally with 
other property. The result of the computation, I might say in general, is that 
the values do not mount as high as the advocates of the ad valorem scheme of 
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railway taxation claimed, but it does show that they are paying relatively less 
than other properties. 

Q. (By Mr. Clarke.) This appraisal, then, will not necessarily lead the legisla¬ 
ture to do away with the present system of taxation?—A. No. It was in our con¬ 
stitution that the other system of taxation was required, but at the last election 
an amendment was offered to the people and voted overwhelmingly that the ad 
valorem method might be used, and the matter was adjusted at the last session 
of the legislature. 

Q. Now, you have studied this scheme. What is your opinion as to which is 
the better of the 2 methods of railway taxation?—A. It seems to me that that 
question can only be answered in view of practical conditions, and in view of 
practical conditions in Michigan I should say it would be wise for Michigan to 
undertake the ad valorem scheme of taxation, because the people of this country 
are not yet ready to establish, as it seems to me they might well establish, a dis¬ 
tinct scheme of corporate taxation. 

q). It would bo an ad valorem scheme of appraisement rather than of taxation, 
I suppose, because the local tax lates would be based upon the general appraisal, 
would they not?—A. Yes. On the matter of tax rates there are quite a number 
of unsettled problems. Now, when I say that the general rate is about $14.75 in 
Michigan—why, in some counties it is much higher and in others it is much 
lowei. But, of course, the question immediately arises whether, in the attain¬ 
ment of equality of taxation between railway corporations and other property, 
railway corporations should be taxed uniformly at the average rate thioughont 
the State or taxed on their pioperty within districts at the rate existing in the 
district. That is a question that is not yet settled, so far as I know. 

Q. (By Mr. A. L. Harris.) Is your present system looked upon as being con¬ 
stitutional beyond a question?—A. Taxation of gross earnings? 

Q. The system oil have, now in Michigan--gross earnings.—A. No case lias 
ever arisen to test it. Perhaps that is the proper way to put it. However, I 
hesitate to talk law now. I think there was a case there which resulted in show¬ 
ing that this method was legal, for m Michigan we do not tax on the gross earn¬ 
ings of the entire system, hut, by the rei>orts to the lailroad commissioner, only 
the earnings within the State of Michigan are taxed, and for them you must first 
find the earnings on local freight, which is all credited to Michigan, and then, 
under the rule, a certain portion of interstate earnings would he credited to Mich¬ 
igan; so that it is the gross earnings within the State. And in that way I under¬ 
stand it is constitutional. I hesitate to follow that answer out, because I know 
nothing about law. 

Q. (By Mr. Kennedy.) When you finished reading your paper you said yon 
had 2 or 8 observations to make.—A. That has all been presented in this discus¬ 
sion. I was going to submit 8 reasons why it seemed to me it might he well for 
Congress to undertake the valuation of railroad property: First, because it would 
greatly assist in the development of a unilorm system of State taxation of inter¬ 
state property; second, that it is essential for the intelligent application of the 
theory of reasonable freight and passenger rates; third, it would enable the roads 
to supply what now they can not supply from their accounts, and in that way an 
annual statement of their property under the prescribed classifications. That 
was what I had reference to. 

There are some other topics, I presume, which you have in mind, upon 
which to give information to the commission—pooling, combinations, and so 
on?—A. If the commission wishes to hear anything more, I should like to say a 
word upon the necessity of more perfect control by the Federal Government of the 
accounts of railways. It is fairly easy to get up general principles, but it is exceed¬ 
ingly difficult to apply those principles. It occurs to me that our Government is 
all the time suffering from a lack of administrative intelligence rather than from 
a lack of moral purpose or general principle. Now, a great deal has been done 
through the agefley of the Interstate Commerce Commission to establish uniform¬ 
ity of railway accounts. When I came into the office of statistician there was 
no uniformity of accounts either among the railroads themselves, or, what was 
worse, among the State commissioners. We immediately got together the State 
commissioners, and they agreed to assist us in working out a uniform blank for 
reports. We got together the auditors or the chief accountants of the railways, 
and they also saw the desirability of uniform accounting, at least so far as opera¬ 
tion was concerned, and they assisted also in working out a uniform system tf 
accounts. That classification of operating expenses that I submitted to ycu 
necessitated, for example, that all the Pennsylvania system should modify their 
books. They got up a new set of books for the classification of operating expenses. 
So that at present we have a fair degree of uniformity, and that has been kept up 
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from year to year so that we are moving on little by little in that direction. And 
it. also ought to be said that the twentieth section of the act to regulate commerce 
gives, so far as language at least can do, to the commission the right to prescribe 
the accounts. Now, notwithstanding all that and as much as has been done in 
that direction usually through the assistance of the railroad officials themselves, 
it is nevertheless true that we have never exercised any coercion upon the roads, 
at least to any great extent, and that it has been found very difficult to go further 
in the direction of uniformity of accounting than the operating accounts. It has 
seemed to quite a number of those with whom I have talked upon this subject 
that it might be advisable, recognizing the public character of the railway indus¬ 
try, as it is recognized in law and in practice m this country, to establish a bureau 
of statistics and accounts and establish something of the relation between that 
bureau and the railways that now exists between the Comptroller of the Cur¬ 
rency’s office and the banks. Again the question of administration comes in and 
that is the difficult point; but from the point of view of desirability, general desira¬ 
bility, there can be no question, it seems to me, if the Interstate Commerce Com¬ 
mission and the State commissions are to perform the duties imposed upon them, 
that they must have access at first hand to the books of the companies; for each 
of those commissioners is in a sense the director representing the public interest 
in those Corporations, and they ought to have a voice in the administration of 
those properties in very much the same way. That is one of the suggestions, a 
mere suggestion—that I thought might be wise to have in the records of this com¬ 
mission, as a matter that was at least worthy of the serious attention of people 
who are investigating the subject of railway transportation. 

I might add that at the St. Louis convention of State railroad commissioners— 
by rather a close vote, it is true—that the policy was approved, but it was not 
carried any further. There are a great many points of detail in connection with 
railway reports and railway accounts that I might refer to, but possibly that 
would go too far into the details of operating. 

Q (By Mr. Farquhar.) Can you state some of the objections of the railroads 
to the unrestricted inspection of their accounts as interstate commerce roads by 
the Interstate Commerce Commission officers?—A. 1 suppose the most common 
objection would be that they can not trust the public officials when they get hold 
of them. I suppose that is where the shoe pinches, and that is a pretty serious 
objection. And I suppose they feel, too, naturally, that they know more about 
their accounts than anybody else and it would be something of an invasion of 
their lights. They might also feel to some extent that this would lead to the dif¬ 
fusion of secrets of administration. I know that that was true in the case of the 
lake carriers when, in connection with the last census, an investigation of the 
lake traffic was undertaken, and on some of the boats they had accounts of 
expenses and experiments that they were making that they din not wish to make 
public, and we could easily understand why that was true. And then, too, it is 
a so said by the railroad men that the same rule of accounting does not apply to 
all conditions. But in answer to that we must recognize that much of the diffi¬ 
culty in understanding public accounts arises from the great diversity in railway 
contracts, and tho great advantage of uniformity of accounts is that after a per¬ 
son has gone to the trouble of studying in detail the accounting of one system, 
lie has the accounts of the entire system in the United States at his disposal and 
he can understand them; whereas now, there being no guaranty of uniformity, 
a man can never tell, oven though he is acquainted with a system of accounting, 
by looking at a total what that total means. The chief advantage, as I see it, in 
a uniform system of accounts, properly supervised, is that every item in the 
account is defined by statute or defined by an administrative rule of the body or 
the office, so that when they see a total they know, without going through all the 
mass of figures, what that total means. 

a no ^ y° ur hdorstate Commerce Commission now demand uniformity?— 

A. ,Ve do; we demand uniform reporting; and, of course, the law gives the right 
for us to ask for special information; but that is quite a different thing from a 
regular established system of inspectors who shall see that the books of the rail¬ 
ways are kept in conformity to the principles laid down. 

$• (By Mr. Clarke.) Has any bill been introduced in Congress to provide for 
this uniformity that you recommend?—A. I think not. It is found in the recom¬ 
mendations of the commission in several of their reports, but no bill, so far as I 
know, has been introduced. 

Q. (By Mr. Kennedy.) I would like to ask you, if you are through with that 
subject, whether you believe the question of pooling is as live a question to-day 
as it was a few years ago, and whether it has not become an obsolete question?— 
A. I hesitate very greatly to answer any question on pooling, for I have not fol- 
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lowed the arguments right up to date. But if you will allow me to speak gen¬ 
erally on that subject, I should say that probably the present tendency toward 
contractual consolidation is in part due to the inability of the roads to pool. So 
much would seem to me to be correct. And of course the practical conclusion 
of that is, if that be true, that Government control over these great consolidations 
is just as important as increased Government control had Congress seen wise to 
legalize pools. Therefore, if I was going to suggest what the line of wide legisla¬ 
tion migiit be, 1 should say that provision ought to be taken for special gratles in 
the case of these great properties. 

Q. (By Mr. A. L. Harris.) As the statistician of the Interstate Commerce 
Commission, do you think that it is advisable to have reports from express com¬ 
panies as well as other common carriers?—A. Yes: you will find that as a recom¬ 
mendation in the last seven reports, 1 think. Most certainly. The express 
companies ought to be subjected to the same scheme of reporting as the railways, 
and on that matter also I should say that the private companies that furnish cars 
to railroads and receive from railways a rental per mile—those companies also 
ought to be brought under the supervision, at least so far as reports are concerned, 
of the Interstate Commerce Commission. 

Q. (By Mr. Fak<juhar.) To your knowledge are there many of these car trusts 
now?—A. Do you mean companies owning private cars? 

Q. Yes; companies that own the cars.—A. So far as private cars are concerned, 
there are immense numbers of them; yes. I think the rental that is paid amounts 
into the millions for those private cars. We have a list of them in the office; it 
is a long list. And if any property is still, laying aside and not used, it is not 
usually the property of the private car companies. 

Q. Are there any companies now that have built cars and have rented them to 
the roads, as they did to the Erie road several years ago?—A. You mean what is 
called the equipment trust obligation? 

Q. Yes.—A. There is, but it is gradually disappearing. The lietter roads are 
owning their own cars or else they arc renting from parties outside who own 
them, on a mileage basis. These equipment trust obligations—a company took 
over a car and used it as its property, and then at the end of the year it paid 8 per 
cent of the value of the car and 2 per cent for an annuity, just like buying a sew¬ 
ing machine on the installment plan. 

Q. (By Mr. Kennedy.) I would like to ask you if you have any views yon 
would care to submit upon the question of the desirability of enlarging the powers 
of the Interstate Commerce Commission or of vitalizing the powers it was sup¬ 
posed to have had when it was first created?—A. Yes; 1 have some very strong 
views upon that matter. 

Q. Will you oblige the Commission with them?—A. It seems to me that it is 
always foolish to create a commission and assign to it a certain task and then not 
give it the tools with which to perfonn that task. 

Q. (By Mr. Cearke. ) In case the Government should take over the roads some 
time or other and own them, do you think the basis of appraisal that you have 
adopted in Michigan would be substantially correct for allowing to the present 
owners of the road their portions?—A. I am inclined to think that it would, and 
in answering that statement I am reminded of the condition of the charters for 
all the French lines and all the Belgian lines and also of the method that the 
Prussian Government followed at the time that it bought its roads. In the char¬ 
ters granted the great companies in France there is this provision; First, that at 
the expiration of the charter the road becomes the property of the State by the 
payment for the rolling stock without payment for the right of way or the con¬ 
nections; second, that if before the expiration of the charter the Government 
desires to take over the roads it can do so by the payment of an annuity for the 
unexpired term of the charter equal to the average net earnings of the 7 years 
preceding the date at which the road is taken. That means, then, that the valua¬ 
tion of the French roads are practically that the purchase or condemnation of 
them by the Government rests upon the basis of net earnings of the road for the 
7 years previous to the time that the operation is carried through. 

Prussia purchased her roads at the time of or shortly aftep,the panic of 1878, 
when stocks were down, and she made a careful estimate of the earning capacity, 
which was accepted by the Prussian roads. Now, this scheme is entirely in har¬ 
mony with those principles. It rests upon the fundamental truth that the value 
of. property is, all things considered, what it will bring; that is, what income it 
will give. I see no other way of getting at it than some such way as this. 

Q. (By Mr. Kennedy. ) Do you desire these to be returned to you? Could you 
furnish one and put it in the testimouy at the proper place?—A. Yes; I could do 
that. 
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Q. (By Mr. A. L. Harris.) In furnishing a sample, give us one of the older 
roads if you can. The name of the road you gave me was the Boyne City and 
Southeastern Railroad?—A. That is a State road that does not make report to the 
Interstate Commerce Commission. That happened to be one of these logging 
roads. „ 

(Testimony closed.) 


Washington, D. C., February 6‘, 1901. 

TESTIMONY OF MR. JOHN W. BRYANT, 

Secretary Steamboat Captains and Owners ’ Exchange , New Orleans. 

The commission met at 11.08 a. in., Mr. A. L. Harris presiding. At that time 
Mr. John W. Bryant, river reporter of the Daily States, and Secretary of the 
Steamboat Captains and Owners’Exchange, Now Orleans, La., was introduced 
as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Kennedy.) Will you please give your name and address?—A. My 
name is John W. Bryant, New Orleans, La! I am the river reporter of the New 
Orleans Daily States and secretary of the Steamboat Captains and Owners’ 
Exchange, New Orleans. 

Q. Have you in your mind the order in which you would like to discuss the 
topics which you are aware the commission would like to get information from 
you upon?—A. Yes. I would like to make a little introduction first. I have this 
m mind to say: It has been perhaps boastingly asserted upon more than one occa¬ 
sion that while the traffic by railroad has been rapidly increasing, that by the 
river is correspondingly decreasing, and it is believed by some that the railroad 
has already practically displaced the steamboat; but neither of these propositions 
is correct. It is true that there has been a partial diversion of traffic from local¬ 
ities, while at other places there remains perhaps as much, and maybe more, 
traffic than ever before, and all this where the railroads parallel and cross the 
navigable streams. The annual report of the United States supervising inspect¬ 
ors shows that there are more steam vessels on the Mississippi River and tributar¬ 
ies to-day—last year and the year previous—than ever before. It has been pointed 
out that there is a loss of through traffic from such important points as St. Louis, 
the Ohio River, Memphis, and Vicksburg to New Orleans. But why? Not alto¬ 
gether because of the railroad or any decided preference for that means of trans¬ 
portation, but by reason of causes we are afraid the remedying of which is far 
removed. Of course the railroad commands business, and what it legitimately 
commands has never yet and never will seriously cripple the steamboat, but it is 
its illegitimate methods that aie hurting the steamboat, the only rival they can 
never nope to control, the only investment that can never be absorbed or man¬ 
aged by trusts or syndicates. In face of a Federal law intended expressly to pro¬ 
hibit it, the railroad fixes and maintains unremunerati ve rates at river points while 
exacting maximum rates at intermediate pints away from the river. In doing 
this it actually makes the producer at the interior noncompetitive points pay for 
losses resulting from its efforts to cripple and drive out its river competitor, an 
advantage and a policy which can never prevail on the river as long as the indi¬ 
vidual right exists to build and operate a steamboat. 

Q. That is what you mean by illegitimate methods, is it?—A. Yes. The only 
remedy, however, for this injustice being suffered by a less favored com¬ 
munity of interests is in the literal enforcement of the fourth section of the 
interstate-commerce law. Not fearing this law, because of their having always 
charged more for the longer than the shorter haul, some of the steamboat men 
have expressed a willingness to be included in the provisions of that law, pro¬ 
vided, of course, it is strictly enforced to all carriers alike. But while this diver¬ 
sion has in part served its unnatural purpose, yet the steamboat survives, and 
will as long as there is a channel in which to run. Depressed as it now may be, 
it is a factor to remain always. But the struggle is not so much with the rail¬ 
road as it is because of the conditions of navigation. There is a good and 
profitable business carried by the railroad which would go by the river instead 
were it not for the uncertainties and delays of navigation. The Government has 
contributed liberally, wisely, and properly for the improvement of navigation. 
Without it the steamboats might soon vanish from the face of the waters. The 
appropriations have been honestly and not wastefully spent, but it is a fact that 
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except in the territory covered by the Mississippi River Commission the results 
have not been what the steamboat men had hoped for or expected. Look at the 
Ohio River last year; except where there were lock and dam effects, navigation 
on that important river was entirely suspended for a season, with not a boat in 
service on that important waterway. There is the Missouri River. The steam¬ 
boat men there will tell that they have been driven out of business, not because of 
the railroad, but by impediments to navigation, unmaintained channels, the 
snags and bridge piers, and the withdrawal of all insurance risks because of the 
too frequent losses on hulls and cargo. There is a river from St. Louis to Cairo. 
Let there be maintained a channel in that 250 miles of distance, of 9 or even 8 
feet, and lie would be prejudiced indeed who would then say the glory of the 
river had departed. And there are the tributaries, making up, as they do, the 
bulk of the traffic that is carried on the greater river. They become so difficult 
and impossible of navigation at times as to discourage the efforts of the most 
hopeful and persistent; and it is not alone the shoals and bars which hinder, but 
the greater perils of the snags, and of the faultily planned and located bridges 
that are allowed to be placed across these navigable streams, an obstruction the 
steamboat men think too indulgently and often allowed, in view of the Govern¬ 
ment’s aid in behalf of these very interests they imperil. This uncertainty, delay, 
and danger of navigation justifies insurance risks all but prohibitive in effect, 
resulting in actual losses to the steamboats in service and the consequent addi¬ 
tional loss of those in enforced idleness. This is the main cause or whatever 
decline there may be in the tonnage and commerce of the river, the restriction in 
operation, and discouragement of investment. 

Q. Can you say how many bridges there are below St. Louis, for instance?—A. 
They are being built everywhere, especially across the tributary streams, where 
they do more harm. In the Ohio River the piers are not only a danger, but one 
bridge in particular is so low that during this last rise steamboats could not pass 
under and had to wait until the water fell. I suppose that the losses from the 
bridges on the Ohio River—and I do not think that the steamboat men would 
have any difficulty in proving it—have been enough on that river alone to pay tor 
any bridges across it; and this not counting the loss of life, which has been great. 

Now, in regard to statistics. It is an impossibility almost to furnish a full 
exhibit of statistics of the commerce on the Mississippi River, for the simple 
reason that nothing of the kind is kept. The railroads, of course, know every 
shipment that goes over their road. They have records sent to headquarters 
from every section; but the steamboat business is not kept up in that way. They 
have what are called “ trip books,” in which is entered the up and down freight 
of each trip, but further than that no record is kept; so there is no way of getting 
at the statistics on the Mississippi River except through some one who has the 
time and the opportunity of going to every boat, wherever she may be, and get¬ 
ting a copy of the shipments from these books. About a year and a half ago I 
was asked to do this service for the purposes of an article that was to appear in 
this volume I have before me on the riparian lands on the Mississippi River, that 
was being gotten up by Mr. Tompkins, and I undertook to do that work, but my 
time was limited, as were my opportunities, and there were some boats I could 
not get to; so in making it up I left these boats out and made no computations at 
all except on the copy I had. Some 12 or 15 years ago, while the river reporter 
on the New Orleans Times-Democrat, I prepared a statement of the commerce of 
the river coming'into New Orleans for the 2 years just before the beginning of 
the construction of the Eads jetties and for the 2 years after their completion. 
I only (lid it for my own information. I had plenty of time. I was at the work 
a whole year, copying the manifests of the steamboats, and, in summing conclu¬ 
sions, I found that aDout one-third of the traffic of the river had been diverted 
through the development of the railroads. I gave that copy afterwards to the 
Mississippi River Commission, and it was published in their annual report, and I 
believe it was the first and, maybe, only time a statement of the kina had been 
published. In the last census report the commissioner stated that he could not 
get complete returns of the commerce on the waterways, but he thought that 
over half of the whole commerce of the United States at that time was carried on 
vessels. Some few years ago the railroad interests concerned in the building of 
a bridge across the river just above New Orleans had prepared, for their own use, 
statistics of the river. Of course, if there was any coloring to it, it was in favor 
of the railroad; and they put down the diversion of business at 34 per cent. 
Now, I have in this book some statistics, prepared last year. If the commission 
thinks it of value, I will copy it off before I leave. 

Q. It is just a table, is it?—A. Yes. It is not long. It is a showing of the com¬ 
merce of the river, the tonnage of the vessels, and their values. I think you 
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would like to know that. It is short. It is all condensed here. In the first place, 
it shows that in the system I am speaking of, the Lower Mississippi River, there 
are 6,228 miles of river, of which 5,695 miles are actually navigable—that is, from 
St. Louis to the Gulf, taking in the tributaries of the Mississippi River. Now. 
, in the Census Report for this system the total tonnage of the commerce is shown 
as amounting to 6,401,208 tons. The statistical have here show ?,698,998 tons, 
which is an increase over the Census Report of 1890. 

Q. For the same period?—A. Well, yes. That was for the year in which the 
census was taken, and mine is for this last yeari They both cover a year's busi¬ 
ness. I found that 189 steamboats passed over the river in that time, and their 
net tonnage was 62,314 tons. They made 6,212 trips, the gross tonnage amount¬ 
ing to 1,590,004 tons, and the value of those vessels, which I got from the owners 
themselves, was $1,331,000. Of barges—that is, vessels without steam, mostly 
towed by steamers—there were 1,635, and they made 2,470 trips, and their value 
is $2,003,000, showing a total of 1,824 vessels in the year, with a net tonnage of 
of 1,471,128 tons, and a value of $6,334,000. This exhibit does not include the 
vessels engaged in harbor work; it does not include femes across the river, nor 
any of the railroad transfer boats, and it does not include any of the Government 
steamers. It only embraces vessels actually engaged in commerce. The total 
amount in tons carried on the river from Cairo to New Orleans was 4,708,355 tons, 
the value of which was $94,005,762. The coastwise and foreign tonnage from 
New Orleans to the Gulf via the river amounted to 2,985,643 tons, ot a total value 
of $144,704,136, making a grand total of 7,693,998 tons, and a total value of 
$239,309,898. The principal commodities carried on the river were 612,242 bales 
of cotton, 166,049 tons of cotton seed, 153,664 tons of sugar, and 144,539,180 feet 
of lumber and logs. 

Q. What proportion of the total did these barges carry?—A. Leaving out the 
cotton, seed, sugar, and logs, I suppose the barges carried about two-thirds of it. 
Here is one item included in this total—66,615 tons of steel rails, or nearly 3,500 
carloads. This was carried on barges, towed all the way from Pittsburg, 2,000 
miles, down to New Orleans, and there loaded on railroad cars to be distributed 
along the {Southern Pacific route, an argument in itself showing that transporta¬ 
tion under almost any condition is cheaper bv water than by rail, because if the 
railroads could have handled it and earned that freight money they would have 
done so; but they could not do it so cheaply, so they sent it by the river. 

Q. Can you give an idea as to how much cheaper the barges can handle freight 
than by rail?—A. I can answer that bei%t this way: The rate on bulk grain from 
St. Louis to New Orleans by rail at this time is 10 cents a hundred. The rate in 
barges, with all of the difficulties and uncertainties and delays of navigation, is 
3} cents. There is a line of barges that has just been inaugurated at St. Louis 
which promises a revolution in the towing line. They are whaleback barges, 
built ot steel. They are of lighter draft, and instead of being towed abreast by 
a large, heavy, expensive towboat, they are to he towed tandem shape by a 
smaller, lighter, less expensive propeller boat. The manager of this new line 
asserted publicly that if assured of navigation between St. Louis and Cairo all 
the year, if there was not less than 8 feet there, bulk grain would be carried 
to New Orleans for 2 cents a bushel. Now, the bulk-corn export from New 
Orleans last month was nearly four and a half million bushels. At the present 
rates, by railroad, the freight on that four and a half million bushels of corn 
would be $25,200. At the present rate, by river, it would amount to $15,750, a 
saving in favor of the river of $9,450. But with the reduction to 2 cents, which 
will come when the navigation is improved, the saving would then be $16,200, 
which would make a difference of nearly two-thirdH in rates between river and 
rail. 

Q. What are your return cargoes on barges upriver?—A. The return cargo is 
imports, very largely. The import trade at New Orleans is increasing quite stead¬ 
ily. It also consists of sugar and lumber, but largely sugar. We have 2 large 
sugar refineries in New Orleans, one of them having a capacity of 8,000 barrels a 
dav. When the river is open to St. Louis sugar is shipped in quantities. 

9- Wiiat is the difference between up and down rates?—A. There is very little 
difference. The competition is so sharp, not only with the railroad, but among 
the steamboats, that the rates are pretty uniform; they change but very little. 
The only change that takes place in river rates is mainly on account of the condi- 
tion of navigation. When the river is low and there is trouble in getting over 
shoal places and time is lost, they try to get a little more; but when the river is 
full the rates are low. 

Here is a good evidence of that, in a statement made before Congress by Mr. 
McRae, member from the Camden (Ark.) district, who, in speaaing for the 
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improvement of the Ouchita River, said that when there is navigation the rate on 
cotton from Camden, 700 miles, to New Orleans, by river, is $1.25 a bale. When 
the river is down and boats can not run and it goes by rail, which is 647.5 miles, 
it is $3.10 a bale. The rate on flour is 85 cents a barrel by steamboat, 75 cents by 
railroad; the rate on boots and shoes, all water, from Boston to Camden, is 79 
cents a hundred; by railroad, $2.02 a hundred. 

Q. (By Mr. Litchman.) Do they have to break bulk on the railroad?—A. No; 
these rates are generally given by the carload. That is the general way of giving 
the rates. ' 

Q. (By Professor Ripley.) Is the practico of classification coming into use on 
the river?—A. It is being generally adopted by steamboats, because they must 
follow railroad methods. Ir I remember correctly, at the time this question of 
the operation of the fourth section of the interstate-commerce law was being con¬ 
sidered by the Interstate Commerce Committee, the railroads made the plea then 
for the nonenforcement of that section on the ground that the steamboats fixed 
the rates and they were at the mercy of the river. The steamboats know now 
that the condition under that action has been altogether changed, for it is the 
railroad which fixes the rate and the steamboats are altogether at the mercy of 
the railroad. Conditions have changed greatly, and for that reason the steam¬ 
boats must follow the methods of business of the railroads. They have to take 
the railroad rates, whatever they are, with the insurance differential. Take cot¬ 
ton, for instance: The insurance differential on cotton is 25 cents a bale. The 
railroads have fixed the rate from Memphis to New Orleans at 85 cents. That is 
the present rate, but it has been 50 cents, and as low as 30 cents. Of course, the 
steamboats could not meet those rates. They can not even touch it now at 85 
cents, because, having to allow the insurance of 25 cents a bale, it leaves the rate 
at 60 cents for a carriage of 800 miles; so they let that cotton alone. 

Q. (By Mr. Kennedy.) That is from what point?—A. Memphis. Natchez is 
also a railroad point. The rate there fixed by the railroad is 50 cents, so if a 
steamboat carries at that price and allows 25 cents for insurance, she gets but 25 
cents; so she does not take a bale from there, either. Now, the difference between 
the railroad and steamboat is this: All the way along the river there is no place 
where cotton is over $1 a bale, and from that it goes down to 50 cents. It is graded 
all the way, but the railroad, while taking cotton from Memphis at 85 cents, at 
points away from Memphis they receive anywhere from $1.50 up to $2 a bale. 
There is a point within 100 miles of New Orleans, off from the river, where they 
get $2 a bale for cotton. The steamboat in line with that point on the river car¬ 
ries it for 50 cents. 

Q. The railroads, then, are not observing the long and short haul clause of the 
the Interstate Commerce Commission?—A. No; that section was suspended by 
the commission. They allowed its suspension at river competitive points. 

Q. (By Professor Ripley.) In the Louisville and Nashville case originally?-— A. 
Yes. The Louisville and Nashville were the principal parties to it at first, but it 
has been extended to all railroads alike where they are in competition with 
the steamboats. 

Q. What is proposed in view of the late decision of the United States Supreme 
Court practically negativing the long and short haul clause of the interstate- 
commerce law?—A. That, inasmuch as the several State railroad and steamboat 
commissions, notably in Texas, Louisiana, and Mississippi, are endeavoring to 
establish a proper reasonable tariff at points within the State, why should the 
interstate carrier be excepted and not held amenable to any law? If the interstate- 
commerce law was intended to protect and promote commerce, why should a car¬ 
rier in an effort to force or destroy a rival at a competitive point, be justified 
under that law in exacting disproportionate unreasonable rates all along the non¬ 
competitive points of its line? In other words, if a railroad seeks to destroy or 
cripple the steamboat, why not at its own cost, instead of at the expense of help¬ 
less communities entirely removed from such competition? 

O. (By Mr. Clarke.) The cotton bale to which you refer, I suppose, is the 
ordinary cotton bale, and not the round bale?—A. Yes; the round bale amounts 
to very little so far on the river. Out of 78,000 bales exported from New Orleans 
in 1 day recently, there were only about 4,800 round bales. 

Q. Do you know whether or not either the boats or the railroad companies 
make any discrimination in favor of the round bale?—A. I do not know much 
about it. I do not think they make a discrimination in favor of it, because they 
would rather handle the flat cotton; they can store it better and carry more of it 
than round cotton. I know that is the case, particularly with exports, because 
the steamship men have said they don’t like to handle the round bales; they can’t 
put as much cotton in a space as flat cotton; and I would not suppose by that 
that they would make any discrimination in favor of round cotton. 
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Q. Is it not a fact that the round bale contains practically double the weight of 
cotton that the oblong bale does?—A. No; it is quite the contrary. They reckon 

2 round bales to 1 bale of flat cotton. 

Q. Is it not a fact that the same space contains double the weight in the round 
bale as compared with the oblong bale?—A. Well, it takes 2 round bales to 
make 1 bale of flat cotton. I suppose it would not take so much space perhaps 
as the flat cotton, but flat cotton can be handled better, stored better on steam¬ 
boats, where the freight is piled up. I suppose you have seen it. They carry 
cotton out on the guards 10 or 12 bales hign—they almost hide the boat. They 
could not do that with the round cotton. They could not hold it in mass. It 
would be liable to tilt and capsize the cargo into the river. 

Q. Do you know what the tacts are concerning ocean-going vessels that freight 
at New Orleans?—A. I know very little about that. 

Q. You are not aware, then, that they make a discrimination in favor of the 
round bale?—A. I do not know that at all. I only gave you the answer that one 
steamship agent in New Orleans made to me; tnat he would rather not have 
the round bales, because they can’t be stored like the flat bales: they can’t take 
as many round bales. That is, they can’t store them as compactly in the same 
space as the flat bales. I suppose you have seen the difference in size between 
the compressed and the original bale. They will iust screw that in a solid 
mass, almost. They can't do that with the round balo. There are vacant spaces 
in between they can’t screw together at all, but the flat bales can be screwed 
into a compact mass. 

Q. (By Mr. Litchman. ) That is double the weight, then, is it not; 2 round bales 
is equivalent in weight to a flat bale?—A. It is l flat bale to 2 round bales. 

Q. Well, is not that a saving of space to that extent?—A. They can’t store it so 
well. If you take a lot of boxes and pile them up in that comer there, you can 
make a solid mass of them, but you can not so pile up barrels. 

Q. Do not 2 round bales of cotton weigh more than a square bale?—A. No: you 
have just the same weight. It is generally rated 2 round bales to 1 flat bale. 

Q. There is nothing to gain, then, in the movement of cotton by the round-bale 
process?—A. Of course, the argument in favor of the round balo is that it is less 
liable to take fire, less susceptible of damage. The flat bale is very much exposed, 
and they put very cheap bagging about it, and not enough ties, and the cotton is 
more exposed to fire, damage, and waste. 

Q. (By Mr. A. L. Harris.) Have the freight rates heretofore been regulated by 
space or weight on steamboats?—A. Well, they havo not been regulated by 
weight, because, up to recently, the steamboats carried freight by package and 
by measurement. If it was a narrel of flour, or a barrel of beans, or a barrel of 
potatoes, it was carried at so much a dry barrel; molasses, vinegar, whisky, oils, 
at so much a wet barrel, and boxed goods at so much a box. Large cases and 
crates and casks were measured and carried by the foot. But now, since the 
adoption of the railroad methods, they are carrying it all by weight. 

Q. (By Mr. Kennedy. ) Have there been any attempts at regulation of rates on 
the river, or is it competition altogether?—A. No; no attempt at regulation, be¬ 
cause it is simply an impossibility. Take New Orleans, for instance; there are 30 
steamboats that are owned and operated out from New Orleans. There are only 

3 lines there, one of these lines owns 3 boats, which have nothing to do with any 
of the other boats. Then there is another line which operates boats in Red River, 
owning 0 or 7 steamers, and they have nothing to do, practically, with the other 
boats. And there is another line which owns 4 boats. That makes 3 lines own¬ 
ing 13 boats. The other 17 are individually owned and operated, with no con¬ 
nection with the other lines in any manner, shape, or form, so there is no attempt 
at regulation there, and there can not be. If all those boats would go into 1 line, 
they would have just the same experience over again, as in other cases where 
attempts were made to control a trade—somebody outside having a boat would 
think it a good place for him to get in, and the combination would be off. 

Q. No attempts at combination?—A. There was an attempt made some years 
ago by steamboat men to get all the steamboats from Memphis to New Orleans to 
consolidate, but it was £iven up. They could not get them to agree to it at all— 
it was just an impossibility. It was like the remark said to have been made by 
Commodore Vanderbilt to the president of a great steamboat line, who went to 
New York to get Mr. Vanderbilt interested in the line. He asked just one ques¬ 
tion: Do you own the track? ” “ No.” That ended the negotiation. That is 
the condition. Nobody owns the river, nor the trades, and I suppose never will. 

Q. Well, are any lines owned by railroads, or operated by them or for them?— 
A. No; there is no railroad ownership that I know of. The only Investment I 
know of the railroads having made was in the purchase of an interest in a line of 
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' boats out from St. Louis a few years ago; but the line is no longer in existence, 
and that ownership was not publicly known. 

Q. (By Mr. A. L. Harris. ) That is one line of transportation that is owned and 
controlled by the Government?—A. Yes; in the interest of the people. 

Q. (By Mr. Kennedy.) Is there a surplus of boats on the river at the present 
time?—A. No. As I say, there is too much trouble and loss in navigation to 
encourage investments m that kind of property. There was the Anchor Line, 
running from St. Louis to New Orleans—about the finest line of steamboats we 
evor had on the Mississippi River. One year every one of their boats—and they 
were very large and expensive boats—was idle for 7 months. They did not turn 
a wheel—not from want of patronage, but because of interrupted navigation. 
Such enforced idleness would destroy any business. There are a great many 
boats on the Ohio River, and more tonnage is carried on that river than all the 
other rivers in the Mississippi Valley together. There was a time quito recently 
that there was not a single steamboat running because of interrupted navigation. 
There was 5 feet 7 inches in the lock and dam system of the river, and only I foot 
3 inches of water at other places in the river. 

Q. Was there ever a time when there was a surplus of boats in traffic season, 
when the water was at proper depth?—A. Well, just after the war, and for some 
time after, there was a surplus of boats: but there is not now. Of courso there 
are new boats building all the time. When boats are lost or placed out of serv¬ 
ice they are replaced. 

Q. Can you tell us something about the cost of boats, the size, and insurance 
rates?—A. The cost of a boat varies. It depends a good deal, in the first place, on 
the ideas of the man building it. Some men build boats morn costly than others, 
in different ways. Then it depends a good deal on the trade it is built for. But 
the cost runs anywhere from $30,000 up to $100,001). There is no fixing upon any 
particular price. It depends on conditions. 

Now, the insurance that steamboat men speak of as being so prohibitory in 
effect, is that on hulls, which runs anywhere from 8 to 18 per cent. It is as high 
in some tributary trades as 18 per cent, and it is kept at that figure for the reason 
that tho navigation is considered dangerous. There are no rocks in hardly any of 
the streams, but it is the snags that accumulate there all the time. They are not 
always removed properly. The Government appropriates the money tor that 
work, hut we do not think the service is as efficiently rendered as it might lie. 
The trouble is they generally commence operations too late. They wait until the 
river gets too low, and oftentimes before much work can be done the snagboats 
have to quit because of the low water. And sometimes the snags removed are depc >s- 
ited along tho banks. Tho next rise picks them up, and they get back into the 
channels and cause destruction. And then another element in the insurance rates 
is tho bridges. I have never heard a steamboat man yet object to bridges. They 
know bridges must he built across tho rivers and they do not oppose them, hut 
they do object to the manner in which they are often built and located and made 
a menace to life and property. There is no question about it at, all. I do not 
know any Bteamboat men who would willfully tie up and say they could not get 
by the piers at times, unless there was a danger; and I do not think they 
would run into a bridge just simply to prove tho bridge dangerous. We have the 
delays in passing these bridges, and we have accidents and lossess, and we believe 
the Government should be a little more considerate of the river interests and less 
indulgent of those of the railroad, and not disregard entirely the interest of navi¬ 
gation oi- impair it. There is hardly a bridge proposed that the steamboat men 
do not have to go and fight for their interests. And then they are put down as 
kickers, as trying to oppose the railroads crossing the rivers. 

Q. Are there any of the fine passenger boats oh the Mississippi River, like those 
before the war or just after the war?—A. Well, the methods of business on tho 
river havechanged. People who live on the river now, or travel on the river, don't 
see those great fine boats passing as before. Many think it is because there is no 
longer the business. In the days of those greater, liner steamboats, the bulk of the 
traffic was carried from St. Louis to New Orleans, and from there distributed 1 aek 
up to local points along the river, but now the bulk of tho traffic which goes from 
St. Louis is distributed at these points direct. A boat now carrying 1,000 to 1.800 
tons of freight will put out 1,200 tons of it before she gets to New Orleans, going 
into New Orleans probably with a third of a load. But tho greatest change is in 
this: The railroads will carry freight, for instance, to Memphis, to Vicksburg, to 
Natchez, and Baton Rouge, and at each of those places are established local Fines 
of packets, which carry the freight up and down from those places, so that instead 
of the through traffic as before, it has become largely local. The traffic is on the 
river just the same, but it has changed altogether in distribution. Before this 
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time I speak of there were none of these local packets at all. Vicksburg did not 
operate boats up and down the river, nor did Memphis, except those running to 
theWhite and Arkansas rivers. Now, at Natchez there are two lines of steam¬ 
boats where there was none before. One line runs from Natchez up to Vicksburg, 
and the other runs from Natchez to Bayou Sara, and instead of the through boats 
handling that traffic and travel, it is largely done by local boats. 

Q. (By Mr. Farquhar.) Have you any line of passengers from St. Louis to 
New Orleans?—A. There are only two boats running through, bnt they lose so 
much time on their trips they do not carry many passengers. The same is to be 
said about the Cincinnati and Now Orleans boats. 

Q. Is the Anchor Lino still in existence?—A. No. 

Q. What facilities have you in New Orleans there for the transfer of grain from 
barges to ocean-going ships?—A. Well, we have them nearly perfect. We have 
2 systems there. For instance, there is the Stnyvesant wharf. It was built by 
the Illinois Central Railroad. It has a very large modern elevator, and another 
is building, to cost a million dollars. The Texas and Pacific road, across the river, 
nearly opposite the Stnyvesant wharf, has a large elevator, and is building an 
additional one; for the bulk grain business of New Orleans is increasing more 
rapidly than at any port in the United States. In fact wo are the second port now 
in import and export values. There is also a large elevator at Southport. At 
Chalmctte there is a very largo elevator; and then we have barges, that is, hulls, 
with elevators—movable elevators. We have both methods and they are very 
complete. There is never any delay there at all in the transfer of grain. 

Q. Is there any complaint about the condition of grain coming irom whalebuck 
barges?—A. No. 

Q. Was there any complaint under the old barges?—A. No. There lias been 
some talk away from home, of the grain not being delivered in good condition, bnt 
that lias been exploded officially and positively by all authorities connected with 
tlie export of giain. Wo had a case there some years ago. A ship loaded with 
bulk grain, in passing out of the mouth of the river, got aground and was 
detained there some time, and it was during the hot weather. It was thought 
tht-u that that was about as .good a test of the grain's condition as could bo had. 
Tin; ship had to return to ho docked and repaired and was unloaded. When the 
grain was taken out it was found in just the same sound condition as when it 
went in. There is nothing in that at all. There is no damage to grain handled 
in our climate. 

Q. Is flour carried down to Now' Orleans and shipped to foreign countries?—A. 
Yes. Flour exports are increasing. 

Q. Do you know what countries, principally, breadstuffs go to from New 
Orleans?—A. Most everywhere, 

Q. Have you any Central American trade from there?—A. Yes. 

0. Where does the flour go to, tho West Indies and Central America?—A. Cen¬ 
tral America and Havana get the bulk of it. A good deal goes to Europe. 

Q. (By Mr. Kennedy.) Did you state what influences determine the minimum 
rates—tlie lowest rates on the river?—A. That is tho only rate that prevails now— 
minimam rate—and it is just as low as it can ho. 

Q. You said that was forced by the railroads?—A. Yes; that has been forced by 
the railroads, because we either had to take it at tlie railroad rate, or as near to 
it as wo could get, or else not get the freight. When a boat makes a low late to 
any point that rate affects much of the distance that boat goes over. We can not 
charge 25 cents on a barrel of flour to one point, for instance, where it has a rail¬ 
road, and then get 40 or 50 cents to another nonrailroad point. We can not do it; 
the conditions will not allow it. We would like to do it. If we could do as a 
railroad does, we would not then care if there was or was not an interstate- 
commerce law. 

Q Is the navigable season more irregular and shorter than it was 25 or 30 years 
ago?—A. Yes; and we think that is due principally to the denuding of the for¬ 
ests. Tho water now comes down in the shape of freshets, and it passes off quicker. 
It forms in less time and passesoff quicker. And then another cause of that down 
in the lower part of the river is the levee system. Before the system was what 
it is now there were large basins, and the river would overflow and fill up all 
those great swamps, and the water would lie there and gradually drain back into 
the river, and it would prolong the rise. But now that has all been leveed either 
by the railroads or by the people themselves, and all that water is confined in 
the river, so it is in tho same condition in tlie lower end of the river as in the 
upper end where tho rises come from. Our freshets come mainly from the Ohio 
River. We are never troubled with water from the Missouri and the Upper 
Mississippi; they are not considered by us at all. Our floods come from the Ohio 
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River, but tho upper part of this river has been so filled up by corporations mak¬ 
ing more building room that the river has become very narrow and the water 
forma and runs out very quickly. Sometimes a big rise at Pittsburg will last 
hardly long enough to get out two runs of coal, it passes off so quickly, while 
years ago Iwfore these changes had taken place there would be water for one or 
two months. 

Q. Can you illustrate what you say about the great corporations narrowing the 
Upper Ohio?—A. That has been a subject before Congress and legislation was 
enacted to stop it, and I think it is pretty well stopped. But they did take up a 
great deal from the river, and it was a subject of much complaint by the steam¬ 
boat men because it was making the river too narrow to handle their business in. 
Yon see they make up great coal tows there to go down the Mississippi River. 
We had a coal tow go down the Mis-issippi River some years ago, made up of 54 
boats, of over 50,000 tons of coal. There must be room in which to handle a tow 
of that kind. Coal is brought from Pittsburg, 2,000 miles, down to New Orleans 
for 75 cents a ton—that is about the highest they ever get. One of the coal opera¬ 
tors and owners of those tow boats said that if assured of navigation, and were it 
not for the bridge piers, he would contract to deliver coal for 60 cents a ton, and 
make money out of it. 

Q. Does any coal go by rail?—A. No; not from Pittsburg to New Orleans. It 
can be handled much mine cheaply by boat than by rail. They have coal dumps 
which dump from the mine into tho boats, and the boats carry anywhere from 
900 to 1,000 tons. The tows are made up very quickly, and when there is plenty 
of water they go through rapidly. 

Q. (By Mr. Clarke.) Does that, coal business go on throughout the year?—A. 
No; they only ship when there is a rise in the Upper Ohio at Pittsburg. The 
shipments are nearly all from Pittsburg. We sometimes run out of coal in New 
Orleans. Our shipping interests are increasing so very gieatly and there are so 
many more steamships coming theie now than ever before, that this last season 
we had to get nearly 400,000 tons, part rail and part water, from Alabama. The 
Pittsburg supply gave out; there was not water enough for the runs. The coal 
was in Pittsburg, loaded on tho boats, but there was not the water for delivery, 
so we had to draw upon Alabama, and (he difference amounted to nearly 400,000 
tons. You see coal consumption has been very largely increased on account of 
the war with the Boers. Many ste unships have come to New Orleans for horses 
and mules, and they take all the coal they can carry, perhaps 4,000 or 5,000 tons 
to a ship—not less than 8,000 tons anyhow. 

Q. Bituminous or anthracite?—A. It is what we call soft coal; bituminous. 

Q. (By Mr. Kennedy. ) Speaking about tho vessels used in the Boer trade, have 
you any knowledge of the vessels of other countries supplanting the vessels of 
Great Britian in the trade at New Orleans as the result of transports going into 
that South African business?—A. The English vessels have not been sup¬ 
planted. They have drawn out that much—from the foreign trade. It has 
crowded others coming there that much more. The English tonnage is increas¬ 
ing all the time at New Orleans, more rapidly than that of any other country, and 
there comes again the navigation question. In the Eads jetties, at the mbuth of 
the river, there has not been a sufficiency of water for the largest steamers that 
havo been built for the New Orleans trade recently, and there are anywhere from 
40 to 45 vessels that have to go out with less than a full cargo on account of lack 
of water. They go short sometimes as much as 8,000 tons, because there is not 
enough water for their full carrying capacity. Under the contract which expired 
a few days ago there was only 20 feet of water required at the jetties, and these 
ships could load to 28, 29, and 30 feet. Now we are to get an appropriation from 
Congress to open up another pass and give 35 feet of water; when that is done 
not only will a larger number of ships come there, but the ocean rates will be 
materially lowered, 

Q. (By Mr. Litchman. ) Have you thought out what effect it has in lowering 
the water in the upper part of the river?—A. The jetties? 

Q. The depth of that water at the mouth of the river?—A. No, it has had no 
effect at all, because there are three passes at the mouth of the river, and the 
effect of the jetties has not been to draw off the water any sooner. All the river 
Bection below Vicksburg is a basin. Now. awhile ago I spoke about how soon 
the freshets passed out from the Ohio River. For 3 or 4 years I kept a record of 
the rise and fall of the rivor at New Orleans. I took the time when it would get 
even with the edge of the wharf and went above it until it fell, and the longest 
period was 107 days in 1894. 

Q. The difference between 26 and 35 feet, 9 feet more of fall, it seems to me 
would have an appreciable effect?—A. No, it would not drain off the water from 
the liver, for this distance of several hundred miles, more than before. 



J. W. BRYANT:—MISSISSIPPI RIVER TRANSPORTATION. 395 


9' (By Mr. Farqdhar.) What is the relation of the three bayous there to the 
mam level of the gulf—pretty near the same, are they?—A. They are the same, 
yes. There was recentlya snrveymade of the Southwest Pass. There have been 
5 other surveys by the Government in the last 60 years, and 20 years ago the South 
Pass was deepened from 9 feet to 26 feet, and yet the observations were that there 
had been practically no change in the mouth of the river. The conditions 
were just anout the same at the mouth of the river for 60 years, and these surveys 
showed it. 

tj. (By Mr. Clarke.) Will the jetty system be employed for opening the new 
pass?—A, Yes. 

Q. It is a success then?—A. Yes, only the engineers propose to reverse the 
proposition. Mr. Eads's proposition was that the jetties would be self-maintain¬ 
ing; they would maintain the channels themselves with the scour that they pro¬ 
duced; but lie also used a dredge as an auxiliary. Now, the present plan of the 
engineers is to depend almost entirely upon the dredges and use the Jetties as an 
auxiliary; that is, they are going to deepen the channel with the dredges ami use 
the jetties mainly as a protection to the channel, which is open and exposed at 
the mouth of the river. The wind blows from all directions and sand is carried 
by the waves, so these jetties are intended to keep the sand from being blown 
over into the channel, as well as to serve their other legitimate purposes. 

Q. Has the draft of ocean-going vessels been increased very much since the 
construction of those jetties?—A. Oh, yes. Why, when Mr. Eads made his con¬ 
tract witli the Government the conditions were that he was to be paid so many 
hundreds of thousands- of dollars w-lien he obtained 20 feet, so many at 22 feet, 
and so many at 30 feet; but when he got to 20 feet I 10 thought ho had better 
stop. He thought that depth was sufficient. By act of Congress the President 
appointed a special board of engineers to examine and report as to that, and in 
their report they said that, they thought 26 feet was sufficient for all time. Well, 
it did appear so thon, but it is entirely insufficient now, because, as I say, wo 
have vessels that can load to 32 feet. New fork Harbor, you know, got an 
appropriation lately to increase tile depths from 35 to 40 feet, because it is thought 
35 ieet is insufficient At the port of Liverpool some $8,000,000 or $10,000,OIK) 
were spent 011 the dock system, and they are now spending $9,000,000 more to 
deepen the harbor so as to make room for the larger vessels. I read a few days 
ago that a contract had been let to build a vessel for the North German Lloyd 
Line, 1,000 feet long, to draw 35 feet of water. At the time of the jetties about 
the longest vessel we had coming in there was 350 feet. We have vessels coining 
now 500 feet long. It is the great increase in the carrying capacity of the vessels 
that has cheapened transportation so much. 

Q. Has there been any improvement made in the construction of the jetties?— 
A. No; there has been no change made. Eads simply contracted with the Gov¬ 
ernment to maintain 26 feet of water. The Government had nothing to do with 
the means adopted. The pass was turned over to him. He owned the lands and 
the plant, and the Government allowed him $100,000 a year for maintenance, and 
he had to keep up the depth out of that $100,000, But the Government had noth¬ 
ing to do with the work any more than to send an engineer officer down there to 
make soundings and report, so that payments could he made. 

9; How are the new jetties being constructed and maintained?—A. The new 
jetties will be constructed under direction of the Government engineers. 

9. Not by contract?—A. The work will probably he done by contract, hut 
under the Government’s supervision and control. 

Q. (By Mr. Kennedy.) Can you tell us about the character of the labor 
employed on the Mississippi boats and the wages paid?—A. Yes; the officers of 
the boat are all white, but the labor is all negro. There are very few white men 
employed as roustabouts, because they can not stand the work. The banks aro 
high in low water and the weather is pretty hot, and it is just about the hardest 
work there is to get the cargo on and off a steamboat, and about the only laborer 
we find that can stand it is the negro, and we have to pay very high for it. On 
the upper rivers, where the traffic is altogether different from what it is on the 
lower river, they have mixed crews; some of the boats have half white and half 
negro,and some have all white crews—a very few, But the most of them have all 
negro crews and pay anywhere from $30 to $40. Bnt down with us, in the packet 
trades, we have a different kind of freight to handle and we have higher banks to 
put it on. The conditions are different. We pay anywhere from $40 to $110 a 
month for labor. We call them roustabouts. They call them deck hands on the 
«PP er river boats. And there was one instance where they were paid at the rate 
of $125 a month. The boats are only out from 3 to 6 dayB on a trip, and thev are 
paid at that rate. 
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Q. (By Mr. Clarke.) Is board furnished in addition to that?—A. Yes. 

Q. (By Mr. Kennedy.) How much work in a year would that labor have?— 
A. The labor does not work steady; they are all the time changing about. A 
boat will never have the same crow any 2 trips in succession. The roustabout is 
a very peculiar individual. He does not care about saving money or having a 
home, and does not care much about a family; he has no moral obligations, hardly, 
of any kind. All ho cares about is playing craps. When paid off, out of a crew 
of 30 or 40 to 50 men, why, perhaps 5 or 0 men will have all the money of the whole 
crew—win it after they are paid off. They are generally paid just before they ger 
into port, and perhaps a majority of them will leavo the boat without a dollar in 
their pockets. They are very improvident; they like to change about and go on 
one boat one time and then another the next time, and maybe the next time they 
will go up the river several hundred miles into another trade; so that they are all 
the time changing crews. It is very seldom they have the same men any 2 trips 
in succession. 

(<*>. (By Mr. Clarke. ) What is craps?—A. It is a game of dice. I must say that 
while I have seen it played and heard a great deal of it I do not know anything 
about it. They throw three dice and call certain numbers. 

Q. It is a gambling game?—A. Yes. 

Q. Is it prohibited by law?—A. It is prohibited in Louisiana; like a good many 
other laws, though, not very strictly followed. The steamboat men would like to 
break it up, because it is demoralizing. They would rather have men of better 
condition, financially and otherwise, than they are. But the steamboats can not 
get along without them, and they want the very best of them, because it is only 
the very best of men that can stand that kind of labor. You do not find any old 
men or any weak men among them; thev are all strong, vigorous young fellows, 
and they have got to be to stand the work. The steamboat men would rather see 
them better off, and would help them if they could. The steamboats provide 
messrooms to eat in, and tin pans and knives and forks and cups; but the men 
would much rather have the food brought out in a dish pan and put on deck and 
take it in their hands and eat it. That satisfies them better. They do not care 
for a table or a service or anything of that kind. There are places provided for 
them to sleep in. but they never go there, because they want to hido from the male 
when they make a landing and dodge the work. They will hide amongst the 
freight. And if it is cold weather or rainy they will go right down underneath 
the boilers and sleep there in preference, where a white man would burn up. 
That suits them better than sleeping quarters. As I say, they are very peculiar 
individuals, but they are the very best labor there is, and we could not get along 
without them, and when they come high, well, wo take them just the same; we 
havo got to havo them. 

Q. (By Mr. Kennedy.) Are there any exceptions to this rule of conduct that 
you speak about respecting them, where men are saving and acquire property 
from that kind of labor?—A. There are many among the negro population of New 
Orleans who are saving. Negroes are employed everywhere in New Orleans. I 
do not believe there is a branch of business that negroes are not employed in. 
And there are many negroes who own their own homes, educate their children, 
and live a good and comfortable life. But there are many just like these rousta¬ 
bouts. It does not cost them anything for education, because the white people 
pay for it—furnish the schoolhouses—just the same as for the whites. There is 
no difference in the instruction or in the cost of it, and the teachers are paid by 
the white people. They have to pass the same examinations as the white people 
do. 

Q. (By Mr. Litciiman.) Are the teachers for those colored schools white or 
colored?—A. Both. There is a deal of trouble, though, to get colored teachers, 
because they will not study up for the examinations. We try to get the best, but 
have to take an inferior grade because they will not try to excel. 

Q. (By Mr. Kennedy.) Have the roustabouts families?—A. Some of them; but 
they mostly go to what we call barrel houses, where they sell liquor and have 
dance halls and crap games, and where the commonest kind of women frequent. 
That is their place. When a steamboat wants a crew the officers often go to the 
barrel houses to find them. 

Q. Havo any attempts been made to organize them into a union?—A. Oh, yes; 
they havo organizations, but they does not amount to much because they do not 
hold to them very well. 

Q. Does it have anything to do with fixing the rate of wages—the union?—A. It 
has a great deal to do with it. The negroes stand together very well, though, 
without theso organizations. When a steamboat is ready to ship a crew the mate 
has shipping tickets, and he goes out to the end of the stage and some negro will 
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ask, “ Wliat are you paying? ” “ Fifty dollars.” Well, if they have made up their 
mind that they want $60, some of them call out $60 and they will all say $60, and 
will not ship unless it is promised. While they may have their organizations, 
they do not amount to as much as their combinations right on the spot. I do not 
know whether they prearrange them or not, but they are in effect just the same, 
and that is the way they do it. But their labor unions have given the steamboats 
little trouble. There is very little clash between the steamboats and the negroes. 
The steamboats, of course, have to pay such high wages at times, and think they 
are being imposed on, but they pay. 

Q. Have the Italians taken to that work?—A. We did try them. Two boats 
hired Italians, but had to give them up. The Italian is a peculiar laborer also. 
The Italians could not understand English. They had an interpreter through 
whom tho mate gave the orders, and they were liable to pick up any package on 
the boat and run ashore with it whether it belonged there or not, and there was 
a great deal of trouble on that account. And they were not strong enough. They 
are small men, not equal to the work, and after 2 or 3 trips they were discharged, 
and the steamboats went back to negro roustabouts and paid higher wages. They 
had paid the Italians $60—$2 a day—and board. Had they proved good labor I 
suppose they would have been hired altogether, but they would not answer. 
There were only 2 boats hiring the Italians. 

Q. (By Mr. Fak^uhar.) In the general stevedore work on the docks in New 
Orleans do you use Italians?—A. No; there is very little of Italian labor except on 
the fruit ships. That is altogether Italian labor. The Italian contractor unloads 
fruit vessels, and he employs none but Italian labor. Tho other labor has been, 
up to recently, mostly white, but now the negro is making inroads into that 
employment.* They work cheaper and are gradually displacing the white steve¬ 
dores. Still there is a large number of white men employed in loading cotton 
and unloading the cargoes. But that, is altogether different labor there from what 
we have on the river. That is steady labor; they work in the same gangs; they 
do not change at all; they form a very close corporation. 

Q. What view have your commercial men in New Orleans taken of the opening 
of the Nicaragua Canal?—A. We think New Orleans will be helped immediately 
and more largely than any other city in the United States, so wo are very anxious 
for its construction. 

Q. What preparations have you for building boats at New Orleans?—A. The 
Navy is establishing a large dock there. That will lead to the establishment of a 
shipyard. We have built vessels there from time to time in all these years, occa¬ 
sionally building a steamboat, but there has not been much encouragement for 
that kind of work, because it seems that they can build better on the Ohio River 
than anywhere else. I do not know exactly why, but it is so. They hardly ever 
build a steamboat in New Orleans; generally go to the Ohio River for it. 

Q. Where are all your Mississippi and Missouri boats usually built?—A. They 
are built, almost all of them, on the Ohio River. Shipyards have been established 
there ever since the first steamboat was built. We occasonally build little boats 
along on the tributaries. 

0. (By Mr. Kennedy.) Have you a fruit trust at New Orleans that sends fruit 
by boats to different ports?—A. Yes; some people call it a trust. It is a company 
called tho United Fruit Company; came there in the last year and bought out all 
the other companies in New Orleans and put them under this one management. 
There were a number of companies there. I think there were 13 different com¬ 
panies, all operating independently of each other and all owning vessels: but now 
they are all consolidated. Men that were most largely concerned in those com¬ 
panies seem to be out of them altogether. They are engaged in other business; 
they do not import fruit; they do not own any steamships. 

Q. Does this trust control the banana and other foreign fruit trade of the 
United States?—A. They control all that trade in New Orleans. 

Q. And really all the trade in the United States, too?—A. I do not know so 
much about that. 

Q. (By Professor Ripley.) They itbt only raise the fruit but transport it—that 
is, they own the steamships?—A. Yes; they have bought fruit plantations on the 
other side. They own the product and the ships that carry it. 

Q. Do they ship directly themselves to interior points in the United States?— 
A. Yes. 

Q. Do they own cars?—A. No; they do not own cars; they deal directly with 
the railroads. 

Q. Do you know anything about the rates?—A. No. 

Q. Whether they get special rates?—A. No; I do not. There are 3 railroads 
engaged in the fruit business, the Northeastern, which owns a fruit wharf; the 
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Louisville and Nashville, and the Illinois Central have their fruit wharves. They 
all handle fruit rapidly and economically in New Orleans. A ship comes in there 
at any time, and whether it is 9 o’clock in the morning or 9 o’clock at night, she 
is unloaded at once and within a few hours the fruit is all on its way from New 
Orleans; it never lies there at all. The ripe fruit that will not bear transporta¬ 
tion is sold in the city. 

Q. (By Mr. Farquhak.) Has this combination raised prices to the consumer?— 
A. Well, I do not know that; they claim they have not. I believe they claim 
that the object was to lessen expenses and make their profit therefrom. 

Q. There has not been complaint against the prices then?—A. No; not by small 
dealers, because they buy bananas at retail just as cheap now as they did before. 

Q. (By Mr, A. L. Harris.) Have you any regular lino of vessels plying between 
New Orleans and foreign ports'?—A. That are owned in New Orleans? 

Q. No.—A. They are all foreign lines. 

Q. To what ports?—A. To every port in the world. We have 14 different lines 
of steamships that come to New Orleans, regularly consigned to agents, all the 
year round—every trip they make. Two of the lines which are located in New 
Orleaus are the two largest lines owned in America—tho Leyland-West India Line 
and the Elder-Dempster Line. 

Q. (By Professor Ripi.by.) Is that the same Leyland line which runs from 
Boston?—A. And New York; yes. I do not know very much about the steam¬ 
ship traffic. We ship to Cuba, but those shipments are carried by the Southern 
Pacific Line, an American-owned line. There are no foreign steamers engaged, 
of course, in the coastwise trade. 

Q. (By Mr. A. L. Harris.) You have tramp steamers, I suppose, call at your 
port?—A. Yes; and they come consigned to the regular agents of the lines to 
which they belong. 

Q. Of course they do not run regularly?—A. No; they may make a few trips, 
but they go everywhere. They are liable to come from Belfast to New Orleans, 
and then maybe from New Orleaus to South America, and then from South 
America to New York, maybe from New York to Australia. There is no telling 
where they go. 

Q. You iiave no American line?—A. No; not in the foreign business. There 
are American lines, but they Rre in the coastwise trade, like the Southern Pacific 
and these fruit lines; and then the New York Cromwell Line. We have, I sup¬ 
pose, not less than 1,41)0 steamships coming to New Orleans in a year. 

Q. You were speaking a moment ago about having no river statistics. Would 
you advise the Interstate Commerce Commission’s taking up that feature and 
compiling statistics of the river trade?—A. I think it would be a mighty good 
thing for the river interests if it were done, l>ecause there is a growing impression 
that the traffic on the river is leaving it, that the rivers are hardly worth improv¬ 
ing any more; and if they were to get up these statistics, then, and only by that 
means, would it be known just how much commerce there is on the river. Its 
value and the extent of it is not known. There are no full statistics furnished to 
Congress. The United States engineers who are assigned to different districts 
make an attempt every year to gather this information. They send out blanks to 
different steamboat lines and to the different owners of steamboats, and where 
the owners manifest a proper interest in it they fill out those blanks and send 
them back, showing the number of trips made, where to, and the number of 
passengers and tons carried, the draft of their boats, and the size. But there are 
a good many of those blanks that are never returned; they do not always reach 
them, because maybe the boat has left her former trade and gone elsewhere. So 
that the engineers try to get a correct exhibit of the commerce of the river; and 
it is to their interest to do so, because it is the information mainly upon which 
they recommend improvements to Congress. These are about the only statistics 
that are gotten up. and they are incomplete. The commissioner of the census in 
his report said it was impossible for him to get fall returns of the traffic on the 
river, but he guessed that over 80 per cent of it was by water. And that is the 
wav with this effort of my own. I spent about 2 months on this work where I 
should have taken 4 or 8 months, in order to go to every steamboat and get the 
information from her bonks. 

Q. It would be much better for the Government to gather the statistics than 
for a private individual?—A. Oh, yes; it would. 

Q. They would respond to it better?—A. They would respond to it because they 
would like to have it known; yes. They would think it to their disadvantage to 
have it believed that the steamboat is not to be considered any more. They did 
not refuse to give information to the census commissioner about their traffic and 
their earnings and their profits and everything ctf that kind. All that information 
would be given again. 
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Q. Are the vessels doing the foreign trade fast vessels?—A. No, they are not 
fast like the New York vessels, because they do more freight business. There is 
a passenger travel from New Orleans, on these foreign steamers, to Europe, but 
it is only with two or three lines. The others do not care about passenger travel 
at all. 

Q. What is the usual speed of the freight vessels?—A. I think it takes them 
anywhere frofci 14 to 18 days to cross the ocean. 

Q. How many knots; or do you go by days?—A. I suppose anywhere from 10 to 
14 knots; but they care more for the freight; they do not solicit passengers at all. 
Now, these great ocean steamers, for instance, like the Deutschland, do not care 
for freight; would rather carry fuel. Her passage receipts have amounted to as 
much as §240,000 on a trip. This {peat 1,000-foot vessel they are building, the 
owners declare, will carry but little freight. They are making her an exclu¬ 
sively passenger vessel, because there is so much more money in the passenger 
traffic. 

Q. Where does that vessel trade?—A. From New York to Hamburg. 

Q. That would not apply to any of the vessels that trade at New Orleans?—A. 
No, because there is very little passenger traffic out of New Orleans, except the 
Cromwell line between New Orleans and New York. They do a very large 
passenger business. Then 1 are many of our people who like this voyage across 
the Gulf, and those vessels always go crowded in the summer season. Now, we 
have another line from New York to Now Orleans, owned by the Southern 
Pacific Company, which is exclusively freight. The Cromwell line is passen¬ 
ger and freight. They have very fine vessels and do a large business. 

Q. Is New Orleans interested in the subsidy bill?—A. There is a division of 
sentiment there, but 1 believe the large majority are opposed to that bill. 

Q. On what ground?—A. On general opposition to the Government giving 
subsidies. There were a great many people who thought it was a mistake of the 
Government when they gave sugar bounty. It proved to be a mistake after¬ 
wards. 

Q. Is it generally believed there that the subsidy as proposed to be applied would 
not benefit New Orleans traffic?—A. I do not know that traffic would be benefited 
very much in that way. We are doing a very great business now and it is increas¬ 
ing rapidly, as I say. Our exports and imports last year increased nearly 
$25,000,000. Of course, we would like to see American shipping and American- 
owned vessels; we would have a pride in them: but we are not entirely satisfied 
that it is going to be accomplished in the bill now under consideration. Some 
of us think that may be a few lines would get the benefit out of it and others 
would not get anything. We have the statement of Mr. Hill, the president of 
the Great Northern Railroad, which he made public in Chicago, and he is a 
steamship owner himself. He says that a few vessels will get the benefit of that 
subsidy bill, but the large majority of them will not get any benefit from it 
whatever. 

Q. If it were believed that most of the freight carriers across the Atlantic, trad¬ 
ing at New Orleans, would get a proper share of the benefit of that, would that be 
likely to change the opinion of the people thoro concerning the subsidy bill?—A. 
nearly all of the vessels crossing the ocean now are foreign owned; there are few 
American vessels. There may be a ship here and there, but there is no foreign 
American line of steamships in New Orleans. Of course if that was changed 
under this bill and they became all American-owned ships, the people of New 
Orleans would feel a great gratification in it. They are patriotic people there like 
they are everywhere else, but perhaps they are not as enthusiastic or as unani¬ 
mously in favor of a ship-subsiuy bill as in some other sections. 

Q. Do you think they have an ambition to become owners of ocean-going ves¬ 
sels to any great extent?—A. They would like to see all these vessels American 
owned, yes; they would rather have that commerce carried under an American 
than under a foreign flag, but they do not know that it will be accomplished under 
this measure; there is some doubt about it. There are others quite active in sup¬ 
porting it, however. One of the most prominent of the steamship agents, Captain 
Miller, who has been in New Orleans many years, was president of the conven¬ 
tion at Brunswick, Ga., a few days ago. He is very active in his support of the 
ship subsidy. There are others not taking part in it. Some of our commercial 
exchanges have indorsed it; others have taken no action at all. There has been 
no general concerted effort made to get an expression of the opinion of the 
people of New Orleans on that measure, so it is hard to say what they would 
recommend. They might be found largely in favor of it if an effort were made 
to ascertain the opinions of the people. But we talk very little about it there 
because we are going on well with what we have. 
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Q. You hardly feel the need of it so far as your traffic is concerned?—A. We 
do not think it would make any difference in the traffic. I do not think it would 
make freights any cheaper, because they are cheap now. The only thing that 
would make cheaper freights out of Now Orleans would be more water at the 
mouth of the river. We do not think the subsidy would make them any cheaper. 

Q. There is never any objection on the part of any of your people to liberal 
Government appropriations for the improvement of the Mississippi, I suppose?— 
A. No. As I said before, we would not object to the ship-subsidy bill if it would 
bring the benefits that it is claimed it will. We do not object because we want 
all the money for other purposes. 

Q. Where do these foreign vessels touching at New Orleans get their crews?— 
A. They bring them; they are foreign crews. We have a lawin Louisiana which 
prohibits the employment of crews m the ports. Their crews have nothing to do 
with the loading and unloading. That is done by home labor altogether. 

Mr. A. L. Harris. Any further questions? 

Mr. Bryant. On behalf of the commission, permit me to thank you for your 
attendance and your very valuable information in regard to transportation on 
the Mississippi River. 

(Testimony closed.) 


Washington. D. C., February 6\ 1901. 

TESTIMONY OF MR. WILLIAM PENJE, 

Secretary of the Lake Seamen's Union. 

The commission met pursuant to recess at 2.04 p. m., Mr. Farquhar presiding. 
At 8.23 p. m. Mr. William Penje, of Chicago, Ill., secretary of the Lake Seamen s 
Union, was introduced as a witness, and, being duly sworn, testified as follows: 

O. (By Mr. Farquhar.) You will give your name and homo address and offi¬ 
cial position in the Seamen’s Union.—A. William Penje; secretary of the Lake 
Seamen’s Union; 123 North Desplaines street, Chicago, Ill. 

Q. Yours is an organization confined to sailors on the lakes, is it?—A. Yes; and 
seamen on the lakes. 

Q. How large a union is it?—A. It numbers about 3,000. 

Q. What proportion of the seamen on the lakes are in your union?—A. There is 
more than a third. T should think. I think there are about 8,000 on the lakes, and 
we have about 3,000 in the organization. 

Q. How many local unions are there?—A. There are at present in the winter 
time just four. During the summer we establish more. 

Q. Where are those local unions?—A. All around the chain of lakes and going 
up the west shore of Lake Michigan—Racine, Milwaukee, Sheboygan, Manitowoc, 
Ashland, Duluth, Tonawanda, Erie, Ashtabula, and Toledo. The four winter 
unions are in Milwaukee. Buffalo, Cleveland, and Chicago. 

Q. What becomes of the other unions in the winter time; do they go out of 
existence?—A. The offices are simply closed up and the men generally disappear. 
They go to other work through the winter. In those cases, as a general thing, the 
seamen look out for other employment and leave those ports during the winter, 
but they come back in the spring. There is no occasion really to keep those offices 
and places open. 

Q. Do they keep cards in the union—working cards?—A. No; we have no work¬ 
ing cards. We just have official receipts for dues paid. 

Q. So that when they come back to those places again they come into the union 
without any difficulty?—A. Oh, yes; they pay their dues during the winter just 
the same. A good many of them pay them up in the fall of the year, and a num¬ 
ber of them send their money by mail through the winter. Some pay up in the 
spring. 

Q. Have vou any benefit features connected with your union?—A. Yes; we 
have a death benefit and a shipwreck benefit. 

Q. Will you describe those?—A. The death benefit is payable to a 6 months’ 
member in good standing at the time of his death. The shipwreck benefit is paid 
to a member wiio has been shipwrecked, and is $80. The death benefit is $75. 

Q. I forgot to ask you the amount of dues in the local?—A. They are 50 cents a 
month. 

Q. (By Mr. Farquhar.) What is the initiation fee?—A. The initiation fee now 
is $3. 

Q. Are you connected with the American Federation of Labor?—A. Yes; we 
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are connected with the American Federation of Labor through the International 
Seamen’s Union. 

Q. The International Seamen’s Union, is that an organization composed of lake 
seamen or does it take in ocean seamen?—A. It is composed of seamen on the 
Atlantic and the Pacific and on the lakes. 

Q. Does your local union pay a per capita tax to that organization?—A. The 
Lake Seamen’s Union pays a per capita tax. 

Q. How much of a tax is that?—A. That is 8 cents per month per member. 

Q. Out of the 50 cents dues?—A. Yes. 

(*). Have you a strike fund?—A. No; we have just one general treasury for all 
purposes. Our association has only one treasury, and it is situated in Chicago, its 
headquarters. There is only one treasury for all purposes. 

0. (By Mr. Kennedy.) Does your union fix scales of wages?—A. Yes. 

0- In conjunction with the employers?—A. We have up to the present not been 
recognized by the employers in general, although for years we had been recognized 
by tlie schooner owners, but not as an organization—as individual vessel owners. 
The Lake Carriers’ Association, which is really the organization of the vessel 
owners on the lakes, has never recognized us. 

0- Then they fix the wages, and your union has no voice in naming the wages?— 
A. No. 

Q. Has it any influence in-A. (Interrupting.) Oh, it has undoubtedly some 

influence. 

Q. In fixing wages, I mean.—A. In fixing wages. If they fixed the wages too 
low, the men probably would not sail tor them. 

(^. Can you tell us something by way of comparison of the skill of tho sailor on 
the lakes at the present time with 10 years ago?—A. The men are not nearly of 
the same skill that they were 10 years ago. The class of men that sailed 10 years 
ago have left the lakes and quit sailing for other different occupations, not being 
able to get married and support a family. They generally go into some other 
calling—such, for instance, as bridge building or architectural iron work, or 
become gripmen on street railroads. Others again have gone to farming; some 
do painting. 

tj). Does this class of skill leave the lakes because these industries, like struc- 
Imal ironwork, are something of recent origin, or is it on account of harder con¬ 
ditions on the lakes?—A. Partly on account of harder conditions on the lakes, 
partly on account of the invasion of the steamboats, and partly because of wages 
going down. 

<,*>. You have in mind then the men on the sailing vessels that you are speaking 
about?—A. Yes; they are the skilled men—the skilled seamen. 

O. What are the wages paid to skilled seamen on sailing vessels on the lakes 
to-day?—A. They started out at $1.50 last spring and wound up with $2.75. 
Those wages the Seamen's Union has control of, and the vessel owners have abso¬ 
lutely no say in that. The seamen hold their meetings and pass resolutions to 
raise the wages, dating back from a certain date, and those vessels that could 
not pay them, of course, would not get any men as a general thing. The men 
would keep in employment, and the wages would take effect all right as a general 
thing.. 

Q. Are you familiar with the rates of wages of 10 years ago?—A. Yes. The 
wages 10 years ago were somewhat better; say in the year 1890, the wages wound 
up at $4.50 a day in the fall. ' 

Q. What were they 4 years ago or 5 years ago?—A. Five years ago—in 1895— 
they wound up at $2.50 or $2 a day—about that. 

Q. Better wages than those of to-day?—A. No; about the same. 

(<j. About the same?—A. At the close of navigation they were earning those 
wages, starting out in the spring with $1.50. The wages at the close of naviga¬ 
tion were $2 and $2.50. 

Q. Do not good times and hard times have any influence in the pay of seamen 
on the lakes?—A. Oh, yes. For instance, a year ago last fall the wages in schoon¬ 
ers on Lake Michigan were $8 a day. There was practically half a dollar a day 
paid more for that season than this one, being a very good season for light vessels— 
schooners. 

Q. Do yon care to say anything about the nationality of the men employed on 
our sailing vessels on the lakes?—A. The majority of the men employed on the 
hailing vessels are Scandinavians. 

Q. About what percentage of them are Scandinavians?—A. Of those employed 
on the schooners—about 60 per cent. 

Q. What are the others?—A. They are divided up into other nationalities—some 
Americans, some Irish, some English, and some German. 

10a-20 
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Q. About what percentage were Americans?—A. I should say about 10 per cent. 

Q. Can you say why there was such a large percentage of Scandinavians and 
other foreigners and such a small percentage of Americans in the trade on the 
lakes?—A. That is due a great deal to the hardships. The Scandinavian race, as a 
general thing, take to the water. Most all Scandinavians are seamen and are used 
to the sea, more or less. Scandinavia is not an agricultural country, but a fishing 
and sailing country, and they are a hardy lot of people. The work on the sailing 
vessels being of the hardest kind, why they were most adapted to it, and stayed 
with it to a greater extent than other nationalities did. 

Q. Had they come to America purposely to go into the seafaring business?—A. 
Yes. Many of them heard of the wages paid on our lakes in these good years and. 
of course, they would come over. The larger portion, of course, came over in the 
Scandinavian vessels to the United States and left them for some reason or other 
and drifted up to the lakes. The vessel owners always have agents down on salt 
water, and in that way induce a number to come up to the lakes. 

Q. Do many of that nationality go into the United States Navy?—A. Yes; quite 
a number. 

Q. Are the wages paid by the Government and the conditions in the Navy 
attractive to them?—A. Yes. 

Q. How does the present number on tire lakes compare with 10 years ago?—A. 
There were a good many more then according to the tonnage than there are now. 
The tonnage was different. There are a good many more seamen employed on 
the lakes now, but the difference of 10 years ago and to-day is principally in the 
skill of the men employed. 

Q. (By Mr. Farquhar.) You mean the difference between the sail and the 
steam tonnage?—A. I mean that the tonnage on the lakes has increased consider¬ 
ably during the 10 years, but the manning of that tonnage has decreased. There 
is not an equal number of seamen employed now in any capacity on the lakes that 
there was ten years ago. 

Q. (By Mr. Kennedy.) That is on account of the steam vessels coming in?—A. 
Yes; that has shortened down the crews in every respect. 

Q. Do you desire to speak about the manner of employment of the men in the 
sailing vessels on the lake?—A. Yes. In the old line schooners there was never 
any signing of articles. Captain and men'met, and they would engage for the 
going wages for a certain trip, come back, get their pay, and leave the vessel. On 
the steamers of to-day the men are hired by the month, subject, of course, to dis¬ 
charge at any time. 

Q. About, how many months’ employment in the year will the sailors have- 
seamen, as you call them?—A. Between 7 and 8 months. 

Q. How much money can a seaman make during that time?—A. That depends 
on what capacity he would be in. There are different capacities. In manning a 
schooner he would make about $300 for the season. 

Q. You might speak of all the different capacities and the wages.—A. The 
wages on the fakes last summer were for wheelsmen and watchmen $45 per month. 
That was an increase of about $10 over the previous year. The wages of the deck 
hand have increased from an average of $15 to an average of about $30 per 
month. The deck hand has really taken the place of the sailor, and the wheels¬ 
men and watchmen are really petty officers. Comparing the deck hand's condition 
with the sailor’s of 10 years ago it has retrograded tremendously. A self- 
respecting person would not make a passage, or a self-respecting sailor would 
not under any consideration make a passage as a deck hand on one of these 
steamers of to-day. They are so abused, they are used so hard, and their wages 
are so low that it is only the worst class of people, that are hard up and stranded 
in seaports, that take those places. That is the man that is really taking the 
place of the sailor of 10 years ago. He is not skilled. He may be a shoemaker 
or a tailor, or any other sort of tradesman; so long as he is stranded in a seaport 
and nearly starved he is plenty good enough. They would take him aboard, 
work him all kinds of hours, and at an average rate of $15 or $30 a month by the 
season. Of course they never stay at it, they simply go and hire out to the boat, 
and when they find the conditions there—they are even too hard for them, and 
they generally get off at the next place. They strike, forfeiting their wages in 
most cases. 

Q. (By Mr. Kennedy.) Are any of the members of your union employed on 
these steam vessels?—A. Yes, quite a number; but the majority of them are 
wheelmen and watchmen. 

Q. Any deck hands?—A. Deck hands, we usually do not take in. In some 
places the conditions of deck hands are better than this. For instance, on the 
line boats—the Western Line, the Erie Line, and the Anchor Line. As a general 
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thing in many instances they go to the poorhouse in Buffalo and get their crews, 
fill their crews of deck hands out of those places. If they can bring them back to 
Buffalo, in most cases they are so broken up by hard nsuage that they have to go 
back to the poorhouse. They make a trip a week, aud at $30 a month of course 
they could not have much money. 

Q. Most of the members of your union are employed, I understand, on the sail¬ 
ing vessels?—A. No; the majority is employed on steamers, as wheelsmen and 
watchmen. 

Q. Are you endeavoring all the time to organize these deck hands?—A. No; we 
do not try very hard to organize these men, though at the same time we see it is 
the only way to better their condition and lift them up. There is no help from 
legislation; organization is the only thing that we can see that will better their 
condition and get a better class of men on those boats. If we could organize them 
thoroughly and get them reasonable hours of labor at first, and probably a little 
more wages, that would improve the personnel of them, and be the means of secur¬ 
ing young fellows wanting to go to sea from the farm, for instance. If it was 
respectable they would follow the sea for a little time and get interested in a sea¬ 
faring life and get advanced to watchmen and to wheelsmen, for instance. 

O. Do you regulate the hours of working on the vessels?—A. Where we have 
had control we nave regulated the hours of work. 

Q. What is the number of hours?—A. Twelve hours. 

Q. Twelve hours a day?—A. Yes; overtime for extra work at loading. 

Q. How many hours a day do these seamen work who are not in the union?— 
A. That would be on the steamers, because all the men on the schooners are in 
the union, practically all. 

Q. The unorganized deck hands, how many hours do they work? You say 
where yon control they work 13 hours.—A. I mean the schooner when I say “ con¬ 
trolled.” We have organized the men on the steamboats, but it was only done last 
summer, and we have really not got control there yet. Those men work as much 
as iiO hours at a stretch; work 21 hours at all kinds of labor on the deck, and then 
take and steer 6 hours after that. There are many instances of that kind. 

Q. Then how many hours rest?—A. No rest iii this 130 hours. Then 6 hours' 
rest, and again 0 hours at the wheel. Take a boat going from Buffalo with coal, 
going into Milwaukee to unload. She gets in there in the morning, gets unloaded 
that day and leaves for Chicago, a run of about 5 or 6 hours. Then, when 
she gets to Chicago, they have, of course, to make ready for loading. All this 
time all hands are on deck, and there is no getting below until the boat is loaded 
and out on the lake. Then the man first at the wheel—say they loaded at 6 o’clock 
in the evening—would be on from 6 to 12. After being up 24 hours he takes the 
wheel and steers 6 hours consecutively. 

Q. (By Mr. Fak^uhak.) Then, what is his rest after that; from 12 to 6 in the 
morning?—A. Yes. 

(^. Then does he take the full time again?—A. No; he is out on the lake, and 
gets watch and watch—fi hours on and (5 hours off. 

Q. (By Mr. Kennkdy.) Ho works 12 hours a day then?—A. Works 12 hours a 
day. 

Q. (By Mr. Litchman.) Is that what you meant by 12 hours a day on schoon¬ 
ers?—A. Yes; that is 12 hours a day on schooners. Whilst loading in most of the 
lake ports, on the schooners they work the longshoreman’s day, which in most 
cases is 10 and 11 hours. Then, of course, the sailor before he gets to work in the 
morning has to move the vessel and make the vessel fast, pump her out if she 
leaks any, and at the noon hour the same way; and after they quit at 0 o’clock 
and the longshoreman gets through, the sailor makes the vessel fast again aud 
pumps her out. 

Q. (By Mr. Farquhar.) Is he supposed to help in the discharge of cargo?— A. 
On these schooners he loads the vessel He does all the shifting of cargo in many 
places. 

Q. (By Mr. Kennedy.) Do you desire to say anything about the necessity for 
regulations regarding the efficiency of crews and the manning of the vessels?— 
A. Yes; that is one of the main things I want to speak about. As I said, the 
deck hand has taken the place of the seaman of 10 years ago. His conditions are 
such that there are practically no seamen in that branch of the service. He is 
the poor felloV who gets out of work in some other line, and adopts it as a make¬ 
shift and never follows it long enough to make a seaman of him. 

Q. I would like to understand what you mean by seaman? You mean a man 
who would be an efficient sailor on a sailing vessel?—A. No, not necessarily a 
sailing vessel. I mean an efficient seaman, a man who could do his work well, 
know enough to launch and row a boat, swing the vessel around, fire drill, etc. 
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Of course the standard of the Navy, which used to be taken to judge the skill of 
seamen, is getting pretty strong now; that is, for the present-day seaman. It was 
all right for the men on the lakes 10 years ago. Then about 00 per cent of the 
men sailing could pass that examination as to their skill; but at present, of course, 
there are not as many, that is, taking all the men, steamboat as well as sail, on 
the lakes to-day. I do not suppose there are over 2,000 men on the lakes that 
could pass that examination. 

Q. (By Mr. Kennedy.) Is it your desire that they should be able to surpass 
that standard or to come up to the standard set by the United States Navy?—A. 
No; it is our desire to get some legislation providing that a vessel of so many tons 
burden shall carry so many efficient seamen, and then give the seamen a certifi¬ 
cate of efficiency, which every other country does at the present time. 

Q. Gives a certificate from a government commission or official?—A. A govern¬ 
ment official in connection, say, with the custom-house. These customs-house 
officials are in very near every lake port, and it is done in other countries without 
very much inconvenience. It is very necessary that it be done on the lakes. 

Q. How would a government official become possessed of the knowledge that 
a man was an efficient seaman and be able to give him such a certificate?—A. In 
the first place, in starting that sort of an office, lie would have largely to take the 
wqrd of the man or else give him an examination in seamanship before issuing 
the certificate. After that when a new man came into the office he could give 
him a certificate showing he commenced sailing such a date, and after a year or 
so of service raise him a notch. If he starts in as a landsman, a year or so of 
service, if he is any ways bright, makes him an ordinary seaman; another year 
or two makes him an able seaman. That is the way they are regulated in Ger¬ 
many and also in Great Britain. 

Q. Would a certificate of membership in your union be sufficient certificate in 
regard to the man's efficiency?—A. From our point of view it certainly would, 
but I do not know what the vessel owner would say about that. 

Q. Are all the members of your union what you call efficient seamen?—A. They 
are examined in seamanship and given a certificate of the capacity in which they 
can serve. 

Q. Examined by whom?—A. By the officer in charge generally of the office 
where the man joins. 

Q. Officer of the union?—A. Yes. 

Q. Have you anything to say about overloading of vessels on the lakes?—A. It 
is a well-known fact among the sailors that it occurs very frequently, and no 
doubt disasters have taken place through that practice. 

Q. You say no doubt.” Do you know whether that is the case or not?—A. 
Yes, I do know; in fact every sailor on the lakes knows it. While I could not 
mention any special case, I have a little clipping here on this subject (reading): 

“Capt. Henry Leisk, master of the steamer P. J. Ralph has written a letter 
charging that there is reckless overloading in the iron-ore trade. The letter 
says: 

“ ‘ I want to sound a note of warning to vessel owners, cargo owners, and insur¬ 
ers that if the overloading of small vessels with iron ore continues as at present 
(and I must say here that in 9 cases out of 10 the master is not to blame), when 
the fall storms set in the record of disasters, accompanied by loss of life and prop¬ 
erty, will far exceed any previous year,’ 

‘•Captain Leisk is explicit, and mentions the Mesaba and Northern docks at 
Duluth. He continues: 4 A master of a vessel who asks for a car or two of ore, or a 
part of a packet, which is invariably necessary to put his vessel in trim, and con¬ 
sequently put her in a seaworthy condition, he is branded as a fool. He is gen¬ 
erally given to understand that he must either take a full packet or go with what 
he has got. This means that he must either go to sea with his vessel out of trim, 
or else go 100 tons short of bis load, or 100 tons more or less over and above what 
his vessel can safely carry. This has been my experience with the Ralph on two 
occasions when loading at the Mesaba and Northern docks at Duluth. June 26, 
when I found my vessel several inches deeper forward than I had intended she 
should be, I told the person in charge of the packet that I could take no more, but 
he insisted on my taking the remaining portion, and he threatened to run it on 
the deck of the vessel. I then ordered the lines cast off, and the vessel pushed off 
from the dock. Then you should have heard the tirade of abuse which was 
showered on my head. 

“ ‘About an hour later they heavily loaded the schooner Interlaken. When her 
captain protested against being overloaded, he was told to throw it overboard 
when he got outside. Then, during the night, they dumped 120 tons into the 
forward hatch of the barge Harold . and left her 2 feet by the head, and with 146 
tons of ore on board in excess of any previous load. 
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“ ‘About a week ago Mr. Treveranus boasted of his dock as breaking all former 
records of oreloading. Did he mention the conditions in which these vessels left 
the dock, and whether the masters were seaworthy or not?' ** 

Q. Is not the complaint in regard to overloading principally as to the vessels in 
the ore trade?—A. Principally, Because the cargo of ore is so much heavier than 
other cargoes. A good many vessels till up with other cargoes and are not over¬ 
loaded. This is the smaller class of vessels he speaks of not loading down to 18 
feet, because those which can load to 18 feet or more could not load any deeper if 
they wanted to because of the depth of water in the river. 

Q. Do they violate any law in overloading vessels?—A. There is no law at pres¬ 
ent m regard to overloading vessels. 

Q. (By Mr. Farquhar.) Is there not. a free-board law on the lakes, a United 
States law on free board?—A. Not that I am aware of. 

t (^. Don’t the insurance companies insure under a free-board law of the United 
States?—A. The insurance companies do, but I do not think it is a United States 
law. 

Q- (By Mr. Kennedy. ) Have you recommended any law upon this subject?—A. 
We have not recommended any on overloading. We have done no more than to 
protest sometimes. We have done that quite often. It is such a hard matter to 
get anyone to take up any legislation like that. 

Q. (By Mr. Farquhar.) Can you got the cooperation of the insurance com¬ 
panies in a case of that kind?—A. The competition among insurance companies 
is so keen on the hikes they are glad enough to get the risk and say nothing. 

Q. (By Mr. A. L. Harris.) Who owns those ore boats?—A. They are owned 
by different parties all along the lakes. 

Q. They aio not owned by any large companies, steel companies?—A. Yes: oh, 
yes: some of them are, but the boats which the large steel companies own are 
the large class of boats. 

Q. (By Mr. Kennedy.) Do they overload these boats?—A. No; they could not 
overload them because they can not load them down more than there is water in 
the rivers where they have to cross. 

Q. It is the small boats then?—A. The smaller class of boats is where the over¬ 
loading takes place—those drawing no more than 16 feet. 

Q. They are undermanned, too?—A. Yes; they are undermanned. I have here 
several specific cases of different classes of boats, which show the manning of 
these vessels. Here is the barge Australia . belonging to the Corrigan Steamship 
Company, of Cleveland. She has 1 mate, 4 deck hands, 2 wheelsmen, 1 engineer, 

1 cook, 1 lifeboat. Now. on that boat, there are only 8 seamen outside of the cap- 
tain-that is competent men. They paid these 4 deck hands $25 per month last 
season, and the season before that they paid them $20. 

Q. How many seamen should there be?—A. There should be at least that many 
competent men. The crew as it stands now is 10 men. That is a very small crew 
of competent men. 

tj. There are only J i competent men?—A. Only 4 outside of the captain. This 
tow barge is 8,745 gross tons. She is one of the largest. It will carry about 6 000 
tons of ore. ’ 


Q 1 J- would like to ask what the crew of that barge could have done with that 
vessel it it had broken loose from its tow?—A. It would have depended on the 
3 men to make the canvas on that boat, hoist the sail, and while doing that and 
getting anchors ready they would be in close quarters. Jt is practically impossi¬ 
ble for 3 men to do that because in case of a break adrift, the 4 deck hands would 
be practically useless, even if they could do a little plain everyday work in fine 
weather. When a tow barge breaks adrift it is usually bad weather. These men 
then become useless because they are not seamen, and most men generallv tret, 
seasick at their first experience in bad weather. J h 

Q- Then that number is totally inadequate to man that vessel in an emergenev 
of that kind?—A. It is absolutely. * 3 

Q. (By Mr. Farquhar.) How is it in fair weather?— A. They manage to get 
along by working the deck hands all hours and giving watch and watch out in 
the lake, but in the port they have to be on deck from the time they get in until 
they get out again. J 

Q. You would say that a boat with that number is shorthanded, anywav fair 
weather or foul?—A. It is shorthanded, undoubtedly. y 

(ft*. Kennedy ) Is it customary to stay 6 hours at wheel in any other 
P a rt ‘iUfe 'world?—A. Not customary in any place I know of. 

Q. What is the custom elsewhere?—A. Two hours. 

Q. Two on, and how many off?—A. Four off. 
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The strain is very great on a man's nervous system—6 at the wheel?—A. It 
is simply impossible—it is beyond human endurance for a man to steer 6 hours at 
a stretch after working 24 or 30 hours continuously. It is an absolute impossi¬ 
bility. The strongest man could not stand it. In this vessel the committee tells 
me they loaded 24 hours. They got off easy. The tow barge John Smeaton, Bes¬ 
semer Steamship Company, is manned somewhat different. She carries 2 mates, 
8 sailors, 1 fireman, 1 engineer, 1 cook. There are 8 more competent men aboard 
this barge. She dispenses with the deck hand altogether. The deck hand on this 
class of barges is an innovation altogether. It is another new reduction. 

Q. (By Mr. Farquhar.) Rather it is a displacement of an active seaman for a 
deck hand?—A. Yes. It shows what can be done in a few years. That boat was 
built in 1897, 3 years ago. These things are inaugurated and people do not know 
them as a general thing. It goes right on, with one reduction after another until 
we get down to the present. 

Q. (By Mr. Kennedy.) I would like to ask. before you proceed further, about 
this undermanning and overloading; is it an evil that exists principally in vessels 
owned by private individuals and not in veasels owned by large corporations?—A. 
Yes. 

Q. Are they generally sufficiently manned and not overloaded?—A. Oh, no; 
they are not sufficiently manned, but on account of their being so large they can 
not load them down to their real capacity on account of the draft of water in the 
Detroit River. 

Q. How does the manning on those vessels compare with the manning of the 
privately owned vessels?—A. The manning is bad in both cases—about the same. 

Q. You can think of no difference in the manning then?—A. No. I can not 
see any difference, except that I know of a boat that was chartered by the West¬ 
ern Company—the New York Central and Hudson River Company, commonly 
known as the Western line. When she was with them they put 2 new men on, 
and when the charter ran out and she went back the 2 men were taken off. That 
would show that the boats running between Buffalo and Chicago are somewhat 
better manned than the general run of freight boats. This barge (John Smeaton) 
is 5,049 gross tonnage, one of the largest on the lakes. She carries 2 mates, 3 
sailors. 1 fireman, l engineer, and 1 cook. They lose 30 hours when loading, and 
when at sea the crew get 6 hours on and 0 off. Now the manning of this boat is 
cut down so that it is ridiculous. Of course they depend on fine weather and 
they are well insured; also there are plenty more deck hands. The vessel owner 
really runs no risk. 

I also call attention to the case of the steamer Cadillac , of the Cliffs Iron Com¬ 
pany, of Cleveland. She is 1,263 tons register, carries 2 mates, 2 wheelsmen, 2 
watchmen, 1 deck hand on deck and 2 deck hands passing coal, 2 engineers, 1 oiler, 
2 firemen. 2 cooks. The mate has to be forward keeping a lookout, as a general 
thing, though that is the watchman's place; but the watchman has no time for 
that as he has to be doing some work around the deck. So whenever the least 
thing out of the ordinary occurs all hands are called up on deck. 

Q. Speaking of the barges, what, in your opinion, would be the result if one of 
them should break its tow in bad weather?—A. Not having men enough to make 
the sails, the tow would simply have to drift and go on the beach unless it drifted 
to some place where there was holding ground for the anchor; but there are so 
many places where there are rocks and where there is no chance to anchor that 
they would simply go on the beach and break up. 

0. Does it happen that the boats break their tow and are wrecked as a result of 
unaermauning?—A. Yes; very frequently. 

Q. Can you give an instance of that?—A. I do not know that I can remember 
any just now. The date and the name of the boat and everything like that I can 
not place just now. 

Now. here is a smaller class of barge, the Grace Holland . 629 tons, length 189, 
beam 88, built 1880. It seems that tie cutting down of crews has been mostly 
done in the newer vessels. Once a vessel gets established with a certain crew, it 
is not so easy to cut the crew down, as the men will not, as a general thin^. stand 
for it; but as they bring out a new vessel that is the easiest time to get it char¬ 
tered out on a good economic pnnciple. The Grace Holland has 4 sailors. If 
these other vessels are manned right, this one must be overmanned. She must 
be very extravagant when she is only 629 tons, and one I told you about with 
over 5,000 tons is not so well manned. There were 8 seamen aboard that one, and 
this one has 7 seamen aboard her. 

Here is the steamer Cor alia, an iron steamer of 4,330 gross tons. She has 2 
mates, 2 wheelsmen, 2 watchmen, 2 deck hands on deck, and 4 coal passers. 
They paid these deck hands $25 a month last year. Now the deck hands that 
pass coal get 6 hours on and 6 hours off, there being 4 coal passers, Two of them 
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work 6 hours, and then the other two take the watch; and in case one of the fire¬ 
men gets overheated or overworked, oneof these men has to take his place. They 
do not go on deck unless something extraordinary happens. There are 2 deck 
handB to work on deck. In some instances they are worked on the lake from 
daylight to dark; in other instances they get watch and watch. But when the 
vessel comes into port, and while in port, these deck hands assist on deck and 
work until the vessel goes out of port, unless there is some extraordinary delay. 
They would keep them on deck 2 days at a stretch. 

Q. How many efficient seamen on that vessel?—A. On this one there would be 
7, counting the captain. 

Q. How many should there be?—A. There should he at least 14; and that is a 
conservative estimate. 

The steamer Republic of the Republic Iron Works has 2 mates, 2 wheelsmen, 
2 watchmen, 1 deckhand on deck, and 8 deckhands on coal watch, passing coal. 
In this one there are 7 seamen. Two engineers, 1 oiler, 1 fireman, each holding 
the boat 3 hours on and 3 off. As a general thing they work 6 on and 6 off. The 
same is true as to the wheelsmen and watchmen. 


Q. Is that the custom on the ocean or in the coastwise trade?—A. The British 
commission on the manning of vessels, in their report to Parliament, state in their 
report that it is an utter physical impossibility for a man to steer a vessel as she 
ought to be steered longer than 2 hours at one time. 

Q. Is there a law of Parliament prohibiting the employment of English sailors 
in that capacity form longer period than 2 hours?—A. No; I do not think there is. 

Q. But it is the custom in the merchant marine?—A. Just the custom. There 
is no law. 

The steamer Maricopa, of the Minnesota Steamship Company, has 2 mates, 2 
wheelsmen, 2 watchmen, no deckhand on deck. 4 deckhands on coal watch. She 
has done away even with the 1 deckhand on deck. She has 7 seamen, and ought 
to have 14. While loading they were 24 hours on deck. 

Tow barge Carrington, of tile Pittsburg Steamship Company: Two mates, 2 
wheelsmen, 3 deckhands on deck and 1 deckhand who takes the fireman’s place; 

1 engineer and 1 cook. They were 24 hours on deck at a stretch on that vessel. 
Tonnage 3,1X0 gross. There are 7 competent seamen on her; should be 14. 

Steamer Presque Me: Two mates, 2 wheelsmen, 2 watchmen, 1 deckhand on 
deck, and 4 deckhands passing coal. Tonnage 4., r )7X gross. W hen out on the lake 
they get 8 hours on and 8 off. Competent men aboard 7; there should be 14. 

Steamer Onnko, P. J. Minch Company, iron steamer: Two mates, 2 wheelsmen 

2 watchmen, 1 deckhand on deck, and 2 coalpassers. Tonnage 2,164 gross. They 
work 24 hours at a stretch on that vessel. Seven competent men; should be 14. 

Steamer Massachusetts, J. C. Gilchrist Transit Company: Two mates, 2 wheels¬ 
men, 2 watchmen. 2 deckhands on coal watch with no deckhand on deck. Ton¬ 
nage 1,415. Seven competent men; should have 14. 

Q. Where did you get this data, Mr. Penje?—A. 1 got this from the men in the 
different places all around the lakes. 

Q. From the officers of your union?—A. Members of the organization, in con¬ 
junction with officers. 

Q. Some of them aboard these vessels?—A. Yes; some of them sailing right in 
the vessels. Tiie 3 men that got this testimony are in Cleveland, in the habit 
of sailing in these vessels, and know the conditions thoroughly. The statement is 
signed by [.he 3 men. ' ’ 

Now, I want to call the Commission’s attention to one of the modern tow barges 
the Australia of the Corrigan fleet. She carries 1 mate, 1 cook, 2 wheelsmen, 3 
deckhands. There are only 4 competent men aboard that vessel—competent 
seamen. That is 3 less than a barge of a little over 800 tonnage should have, 
and she is 3,407 tonnage. This is a modern tow barge, one of the latest out. 

Here is the steamer Northwest , one of the fancy passenger steamers—one of the 
finest on the Lakes. The Northwest and Northland run between Buffalo and 
bupenor for 3 or 4 months in the summer season, carrying passengers This 
boat is allowed to carry 300 or 400 passengers-400 or less. She has 8 mates 1 
captain, 12 eeameu-what they call seamen. Last year thev paid $85 a month, 
and the year before they paid $25. That is $5 more than the deckhands get 
they are not competent men. They are called seamen, and they put a uniform 
on them so that a passenger does not know the difference. They look like seamen 
with the blue uniform, but on account of the low wages and the failure to dis¬ 
criminate at all, one-half of them are not seamen and could not Bave themselves 
let alone saying a passenger in time of distress. That is a well-known fact. She 
carries 12 of these men. There are also 1 boatswain, 1 boatswain’s mate, 1 car¬ 
penter, 4 quartermasters, and 2 lookout men. Ail told, there are 28supposed-to-be 
seamen aboard of her. That number is too small for vessels of that class if they 



408 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


were all competent men, hut half of the so-called seamen not being seamen at all, 
the force is entirely inadequate. 

Q. You spoke a while ago of the disasters on the lakes being attributable to 
overloading and undermanning. Have you any data in regard to the wrecks or 
disasters on the lakes for any recent period—a period of a year or so?—A. I believe 
there were 110 last year. 

Q. Have you any compilation of facts as to the causes of these wrecks?—A. 
The causes are so very hard to obtain, because as a rule they are insurance cases, 
and the men are either controlled by the vessel owners or the insurance compa¬ 
nies, and there can be nothing got out of them as to the real facts. It is only in 
very extraordinary cases where the evidence really gets to the public. If it is a 
case of lawsuit they may get at it; but it drags along for years, until the case gets 
out of the mind of the public. 

Q. I suppose a majority of them were disasters that would occur, perhaps, no 
matter how efficiently a vessel were manned.—A. No; I think the majority of the 
disasters last year were collisions in the Detroit River. 

Q. Caused by bad steering?—A. By steering in some instances, no doubt; and also 
by going too fast, notwithstanding there are rules regulating the speed, and by 
wheel chains breaking, steering gear getting disabled, etc. But with a sufficient 
crew aboard most accidents could be avoided. A steamer in the Detroit River 
should have 2 men standing at the hand steering gear all the time, so as to be 
ready in case the steam gearing gave out to steer the vessel properly; but on 
account of the smallness of the crew it is impossible to spare 2 men for that pur¬ 
pose, because they have only 1 steersman on deck and he is steering with tho 
steam stearing gear. I think some vessels have a provision to shift quickly from 
the steam to the hand stearing gear, but it takes too long, and the river being so 
narrow—only 80 feet wide in some places—and with vessels passing each other all 
the time, it can not be avoided unless there are 2 men standing at the hand steer¬ 
ing gear all the time; but, of course, they have not crew enough for that. 

There were running out of Chicago during the winter 2 lines of passenger 
steamers, the Goodrich Line and the Berry Line. On the Berry Line on the City 
of Vermont they pay their wheelmen in the winter time $20 per month; their 
watchmen they pay $10 per month. They carry passengers all winter. They 
carry 2 mates, 2 wheelmen, 2 watchmen, and they pay the wheelmen $20 and the 
watchmen $10 a month. Of course it is winter time, but the idea of getting com¬ 
petent men for that wage, men that can be relied on, is wholly out of the ques¬ 
tion. In the summer time the boats carry 2 wheelmen and 2 watchmen, and the 
wheelmen get $00 and the watchmen $25. They carry 2 lookout men, at $25, and 
5 so-called sailors, at $30 per month. 

Q. (By. Mr. Litchman.) Do I understand you to say most of these men are 
single men?—A. They have of necessity to be single, because they do not get 
wages enough to keep a wife and family on. If they sailed all the year round 
there might be a possibility for them to make both ends meet, but the season is 
only 7 or 8 months long and they could not keep a wife and family. 

Q. Do you know whether among them there are any who can save anything 
out of those meager wages?—A. Yes; there are men who save money out of those 
wages even, by being economical, of course, and trying to get something else to 
do immediately in vacation seasons. 

Q. (By Mr. Kennedy.) Have you been a sailor on the ocean?—A. Yes. 

Q. Are you familiar with the conditions with regard to wages and hours and 
other discipline on the ocean as well as on the lakes?—A. Yes. I commenced to 
sail, when 1 was 15 years old, in the small German vessels, and sailed there until 
I got to be an ordinary seaman, when, through my apprenticeship, I shipped in 
an English vessel. I made one voyage around Cape Horn to the West Coast and 
back, and got an able seaman's discharge and got promoted. I had sailed then 3 
years altogether. 

Q. I want to ask you what is the condition with respect to wages, discipline, 
hours, etc., of the American seamen on the lakes and on tho ocean?—A. The con¬ 
ditions in the coastwise trade on the Atlantic coast I presume you want. The 
men generally get watch and watch, and there are none but competent men m 
that trade. In the vessels in which I was employed I never saw them try to ship 
incompetent men. They would not have them in those vessels. If an incompe¬ 
tent man happened to ship, they would find it out and he would have to leave 
immediately. 

Q. What about wages?—A. The wages were generally what the shipping master 
made them. The seamen were not organized when. I was sailing there, and of 
course had no voice in the matter. 

Q. How did their wages compare with the wages on the lakes at that time?— 

A. The poorest wages on the coast at that time were $20 a month 
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Q. What were they on the lakes?—A. Of course, at that time they were a great 
(leal letter. 

Q. Do you know the wages in the coastwise trade at the present time?—A. On 
the Pacific coast, $45; on the Atlantic, from §25 to $35 a month. 

Q. What is the highest on the lakes?—A. For sailors, that is the deck hand, the 
highest is $145 a month on the passenger boats. 

Q. As against $45 on the Pacific?—A. Yes. 

0- What is your opinion as to the relative condition of the seamen in the coast¬ 
wise trade and those on the lakes at the present time?—A. The condition of the 
seamen in the coastwise trade is far better. 

(<*). Why is that so?—A. Because they are not worked so many hours, as I have 
told you in my testimony, 30 hours at a stretch. They do not ask a man to do that 
on the coast. The men would probably not do it if they weie asked. They are 
seamen and these are not. 

Q. (By Mr. Litchman. ) On the coast the loading is done by longshoremen?—A. 
Principally. 

Q. And the seamen simply sail the vessel and do not take any part in the load¬ 
ing and unloading?—A. As a iule, they do not. There are exceptional cases 
where they assist: I have done it. 

Q. (By Mr. A. L. Harris.) How are sailors provided as to rations?—A. Very 
poorly. On these line boats, 7 cents a meal is allowed. That. is. for all hands 
aboard the boat. They make a contract with a supply agent, not a grocer or 
butcher, but a sort of middle man between the grocer and butcher and other 
stores, and he supplies the vessels at 7 (units a meal. He puts just enough aboard 
a vessel to make the week's trip. They know the schedule—how long it takes the 
vessel to make the trip. But if a vessel happens to run up against bad weather 
and is two days overdue, even body goes hungry. The wheelsmen and watch¬ 
men, who are petty officers, are treated somewhat better than the deck hands; 
but of course, paying 7 cents a meal, they can not expect the very best fare. 

Q. What does the fare consist of?—A. General every-day faro—nothing especial; 
just every-day grub—meat, potatoes, vegetables, and coffee or tea. 

Q Do they sit down to the table or does each one go and get what he wants?— 
A. hi regard to the deck hands, the food is put in a howl and handed to them, 
and the first conic is the first served, as a general thing. 

U. That is, for the lakes?—A. Yes. 

(j. How is it for the coastwise trade—any better?—A. The coastwise trade in 
that respect is every bit as good as the lakes. Tin; crews, of course, eat in the 
forecastle. The food in a good many instances is not any too good, but there is a 
law now that provides for so much food for the men. 

Q. Is that law complied with?—A. No; it is not generally complied with. It is 
not generally enforced. It is a new law, and, of course, having the law on the 
statute books does not put it in operation, as a general thing, and the men being 
somewhat kept down anyway, they very often fail to assert their rights. II they 
do assert them, they are regarded as kickers, and so, as a general thing, the sailor 
in that respect gets the worst of it. 

Q. The law is easily evaded?—A. Yes. 

Q. How many meals are served?—A. Three meals a day. 

Q. (By Mr. Kennedy.) You said something about the accommodations or the 
facilities for the deck hands, officers, firemen, etc.?—A. The accommodations for 
the deck hands are of the very poorest, and, of course, as they are not self-asserting, 
it naturally follows that the surroundings are bad. Those pick-ups that they get, 
they are not clean themselves, and it would be impossible to keep the place clean. 
Indeed, there is no effort to keep the place clean; in fact, if they were to keep 
clean, they would not have time for passing coal (1 hours and then get 6 hours off; 
a man does not feel like scrubbing up very much after such service. Their quar¬ 
ters are of the worst kind; their condition is horrible from all view points. 

Q. Is the law complied with in regard to space which shall be allowed to each 
sailor?—A. As a general thing it is on new vessels. On some of the older vessels 
they have not the required space, and there is no complaint made about it, but in 
the newer class of vessels they have space enough. Modern vessels have very 
nice rooms for quartermasters, watchmen, and officers—splendid, some of them; 
but deck hands’ quarters and the firemen’s quarters, too, are away down in the 
fore part of the vessels and are anything but what can be desired. 

Q. Are the deck hands and other men aboard vessels generally well informed 
as to what they are entitled to under the law in regard to space, etc.?—A. Yes; 
they are generally well informed as to that. 

Q. (By A. L. Harris.) You say the accommodations are poor. What does the 
boat provide in tjie way of bed clothing to keep the sailor comfortable?—A. It 
furnishes mattresses and cotton or calico quilts, but on account of the crowds 
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they carry in those large steamers, the deck hands' places get so they are not fit 
for a human being to stay in. The competition, they claim, is responsible for 
that, when the fact is that the sailors’ wages aboard of those large carriers is one 
of the very smallest items there is in the expense. 

Q. (By Mr. Kennedy.) Who provides the bedding in the coastwise trade?— 
A. The sailor provides it himself. 

Q. In that respect, then, the sailors on the Lakes have an advantage over those 
in the coastwise trade?—A. They have an advantage; yes. 

Q. By Mr. Farquh ar. ) Are the quarters of the deck hands on the Lakes infested 
with vermin?—A. They are, as a general thing. 

Q. How is it with the coastwise trade?—A. They are clean. 

Q. You have no boat inspection in the coastwise trade in respect to cleanli¬ 
ness?—A. No; merely a different class of men. As a general thing, a thorough 
seaman keeps himself clean anyway. Yes; there is not a deck hanas’ quarter on 
any boat on the chain of lakes that is not full of vermin. 

Q. Has the dismantling of the regular schooners on the Lakes into barges caused 
a deterioration of the character of seamen?—A. No, it has not; not that. There 
are lots of those barges that still seem to carry 4 competent seamen, as they always 
did. 

Q. Nominally they did?—A. Well, they did practically, too. 

Q. (By Mr. Clarke. ) Are not all the vessels on the Great Lakes square rigged?— 
A. There are a few, a very few left. Now they are square rigged on the foremast, 
that is all. 

Q. Are there any five or six masted schooners on the Lakes?—A, No; only three- 
masted schooners. 

Q. That is the largest?—A. Yes. They had a four-masted schooner, but she is 
a barge now. 

Q. Are there any power arrangements for hoisting sail?—A. Yes; the majority 
of the larger class of vessels carry what is known as the “ donkey,” a small engine 
for hoisting anchor, sail, and flush-down pump. 

G. Are there any electric or other helps in steering by power?—A. Yes. There 
is the modern barge that has steam-steering gear, and some of them have an elec¬ 
tric motor, too, and furnish their own electric light, but the number is small. 

Q. When power is furnished for hoisting sail and for steering, and also for 
hoisting cargo, is it necessary to have so many deck hands as it was before power 
was supplied?—A. There might be a little reduction made for steam power in the 
shape of a “donkey ”aboard a vessel, shipped on some of the very modern vessels, 
but I have been in vessels where they have had steam “donkeys,” and just about 
the time it came freezing weather something happened to the “donkey,” and if 
there had not been a sufficient crew aboard then it would have been just as bad, 
although on the modern vessels they have other arrangements, so that now it is 
more perfect, in that they keep steam on the “donkey ” in good shape, and I think 
some little allowance might be made as regards the number of the crew; but 
when there is a barge, a boat of 11,000 tons register, and with only 4 competent 
seamen—I believe there is one of 3,000 tons—that is too small a crew altogether. 

Q. As to the sleeping accommodations—are separate rooms furnished for the 
Bailors and the deck hands?— A. The deck hand is the sailor. The deck hand does 
not sleep with the petty officer and watchmen and wheelsmen. The watchmen 
and wheelsmen have a room by themselves. 

Q. How many usually occupy a room?—A. In most cases the wheelsmen have a 
room by themselves, and the watchmen and the deck hands have one room by 
themselves. 

Q. That is, how many will be in that room, as a rule?—A. There could not be 
very many; on most of those vessels there would be one there at a time. 

Q. Is there any reason why those rooms can not be kept in a sanitary and com¬ 
fortable condition and free from vermin?—A. It is not possible with the grade of 
men they carry, with the wages they pay, and the usage they give the men. A 
self-respecting man they could not keen there; he would not stay. One thing 
they have to do is to keep those men, and if the boat is clean one trip it would be 
in bad condition the very next passage. 

Q. If those rooms and beds were kept clean would the boats be able to attract 
a better class of men?—A. Not by keeping them clean alone; they would have to 
give them reasonable hours; then the keeping of the rooms clean might have 
some effect—in fact I know it would have an effect. 

Q. Don’t the masters of those vessels inspect the quarters of the sailors or deck 
hands?—A. Yes; but then the master knows it is a hopeless case, just as I am 
stating. He knows also how long the deck hand has worked, and he knows how 
long he has stayed on the vessel, and he knows in most cases it is.just one passage; 
and he knows if he cleans it up that passage the next fellow he gets will only leave 
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it in as bad shape again. So, of course, they do as well as could be expected. It 
is not the master's fault that he has got so short a crew. 

Q. Then, it is your opinion that an improvement in the Quarters will depend 
largely upon the employment of a better class of men?—A. Yes. 

0. That will depend upon better wages and hours?—A. Reasonable hours. 

0. Do the complaints which you have made in regard to badness of quarters 
and food, lowness of wages, and undermanning apply to the vessels owned by the 
steel companies and other large corporations doing their own transportation, or 
are they cniefly made against common carriers?—A. They are made against every 
steamer on the lakes. 

Q. (By Mr. A. L. Harris.) Is that condition improving or getting worse?—A. 
There is no chance for it to improve. 

Q. Not much chance to get worse?—A. Well. I do not know. 

Q. (By Mr. Kennedy.) Don’t they improve when they go into structural iron¬ 
work and bargework?—A. The man who is sailing now doesn't go there. He is 
not the kind of man that will do for that work. Yon see structural ironwork 
takes a calculating, nervy, cool-headed sort of a man like the old-time sailor used 
to be. 

Q. A large proportion engaged in that work are men who have followed the 
sea, are they not?—A. Seventy-five per cent of them I believe: very nearly that. 

Q. And the grip men on the cars?—A. Quite a number of those are sailors, some 
police officers. They enter into all trades, but principally that of building bridges 
and doing structural ironwork. 

Q. It is the man who went to sea in the sailing vessels particularly who becomes 
qualified for that sort of work, is it not?—A. Yes; the life of a sailor aboard sail¬ 
ing vessels trains a man to all practical work, gives him a steady nerve. If he 
can’t acquire that he won't become a good seaman even, and a man staying any 
length of time gets well qualified to do work of that kind—work where a man has 
to think and work at the same time, and who changes from one condition to 
another quickly. 

Q. (By Mr. Farquhar.) Under a continuance of like conditions that you have 
now, will it be necessary to recruit the seamen of the Lakes from immigrants?— 
A. No. 

Q. With all the foreigners engaged on the Lakes there now, how are you going 
to, under the present conditions, ever give employment to Americans in your 
service?—A. I do not say there are so many foreigners employed now; it was 10 
years ago I spoke of. 

Q. What is the proportion of foreigners now?—A. It is two-thirds. 

Q. Under the present conditions and with a continuance of the present condi¬ 
tions will you not be forced to recruit and bring the new men from immigrants; 
would not you be forced to go into the lowest class of foreign immigration to get 
your recruits on the Lakes?—A. I presume so; but if the conditions are changed, 
and I think they will be changed, for I can not think that we can continue the 
way we are, the young Americans will only be too glad and willing to go to sea and 
remain there, providing the conditions are so he can support a wife and family 
and have reasonable treatment. 

Q. (By Mr. Kennedy.) You did say that 60 per cent of those employed on the 
lakes were Swedes and Scandinavians, I believe. Now, you say you meant that 
statement for 10 years ago. Can you say what proportion of Scandinavians or 
Swedes are at work on the lakes now?—A. Well, I can not say the exact percent¬ 
age, but the Canadians are in the majority now. Then comes the Scandinavians, 
then the Americans. Now, the percentage would be, I presume, about 35 per 
cent. 

Q. (By Mr. Clarke.) When you say Canadian does that ordinarily mean 
French Canadian?—A. No; I mean men oorn in Canada of Scotch, or English, or 
any other parentage. 

Q. (By Mr. Kennedy.) Are Scandinavians coming in all the while to work on 
the lakes?—A. They do not come any more, hardly. 

Q. (By Mr. Farquhar.) They rather go to farming, don’t they?—A. Yes; 
they would go at almost anything else now. 

Q. (By Mr. A. L. Harris.) What is the wage of the American seaman com¬ 
pared with the German seaman?—A, Taking the deck hand, that is the seaman, 
the German seaman’s wages are better; his wages are better. They buy four or 
five times as much, and his treatment can not be compared with that of these men. 

Q. (By Mr. Farquhar.) You speak of the lake now?—A. Yes. 

Q. (By Mr. A. L. Harris.) My question referred to the ocean.—A. Take it 
right through, I do not think there is very much difference. 

Q. (By Mr. Litchman.) Which would you rather be. an able seaman on a 
German vessel or a deck hand on the lakes?—A. A German sailor. 
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Q. (By Mr. A. L. Harms.) While yon were learning your trade were you on 
the ocean at any time?—A. Yes; all the time. 

Q. Was that while you were in the German service?—A. In the German and 
English service, both. 

Q. What are the conditions in pay compared with the German service and the 
English service?—A. There is little difference between the German and English 
service, but it is made up in the buying power of the money of Germany and 
England. 

Q. Which gets the largest wages?—A. The English sailor; that is, the man 
sailing out of England, but if both of them sail out of some other foreign port 
the wages would be equal. In the case of an Englishman sailing out of a German 
port along with a German, the two would get the same wages. 

Q. (By Mr. Litchman.) State what the wages are, if you please, or were at that 
time.—A. At the time I shipped out of Hamburg it was £2 10s. a month as an 
ordinary seaman. 

Q. (By Mr. A. L. Harris.) Reducing that to American money, how much is 
it?—A. That is $12.50. 

Q. (By Mr. Litchman.) At that time can you give the ordinary wages on the 
English vessel?—A. 1 got the same wages. It was in the winter time, and there 
was not much difference at that time. We went to England, and to New South 
Wales, and I went out on the same vessel again for the same wages. Our wages 
in England and Germany at that time were equal. As a general thing there is a 
difference of 5s. or §1. 

y. What year was that, may I ask?—A. This was in 1881. 

Q. Nineteen years ago?—A. Yes. 

Q. Have you any knowledge whether there has been any raise in the rate of 
wages from that time to the present?—A. There is a little raise from that in 
England now, if I understand. 

y. About £3 now in England at the present time?—A. No; an able seaman’s 
wages at that time was £8. 

Q. You were speaking of the ordinary seaman at that time?—A. Yes. 

y. You said £2 Ids.?—A. Yes. 

Q. You said there was about 5s. addition; it was £8 then?—A. Yes: about 
£3 now for an ordinary seaman out of England. 

Q. That is about $15 as against $25 in the coast trade here in America, is it?— 
A. Yes; that, is for ordinary seamen. 

Q. (By Mr. A.L. Harms.) How do the wages ot the American coastwise trade 
compare with the wages of the English seaman?—A. Well, of course, they are 
better. 

Q. (By Mr. Litchman ) Please state the conditions between wages paid in 
deep-water traffic in the coastwise traffic in Europe and the same in America.— 
A. At present 1 believe the wages in England are £1. 

Q. For ordinary able seaman?—A. Aide seaman; that is $20. Now, wages on 
the coast here are $25, an addition of about $5. In the foreign trade the Ameri¬ 
can wages—that is to say. out of New York, of course—it holds good just the same 
with the English vessel and the American vessel lying alongside of each other. 
Both pay the same wages, pay the wages of New York; but a vessel going on a 
foreign voyage from England and a vessel going on a foreign voyage from New 
York, there you would draw a comparison. But I am really not posted just now 
as to wages paid in deep water on the Atlantic coast here, but I presume it is 
about $18. 

Q. Is it not the custom for a vessel in foreign trades to engage a crew in Europe 
for the round trip, and thereby fix its rate of wages from the foreign rate of 
wages and not from the New York rate of wages?—A. That is correct. 

Q. Then the inference would he in that case that the wages would really be a 
little lower than if paid at the rate of New York wages?—A. Yes; a little lower— 
a little difference. 

Q. As to rules and regulations covering the conduct of vessels in foreign trade, 
they are about the same with foreign vessels and American vessels? I refer 
especially to the space given to each man, and the food and the general conduct 
of the vessel.—A. The foreign rules in that respect, I believe, compare favorably 
with the laws in the United States as to food. There are countries which provide 
for men somewhat better than the United States do. I know the laws of Den 
mark, Germany, and Holland are better in regard to food than are the United 
States laws. But I am not very well informed on that point. 

Q. (By Mr. A. L. Harris.) Botter than the law of 18SI8?—A. Yes; I think so. 
I think an improvement on that even. 

Q. (By Mr. Litchman.) How longisit since you had experience on the ocean?— 
A. About 12 or 13 years. 

(Testimony closed.) 
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Washington. D. C., February 16, 1001. 

TESTIMONY OF DANIEL H. HAYNE, 

General Solicitor of the Merchants and Miners’ Transportation Company. 

The commission met at 11 a. m.. Mr. Phillips, presiding. At that time Mr. 
Daniel H. Hayne was introduced as a witness, and, being first duly sworn, he 
testified as follows: 

0. (By Mr. C. J. Hahhis.) Will you give us your full name and your post-office 
address?—A. Daniel H. Hayne, 214 East German street, Baltimore, Md. 

(J. You may also give us your occupation.—A. My occupation is General Solic¬ 
itor <>1 the Merchants and Miners' Transportation Company. 

Q. How long have you been connected with I ransportation by water?—A. Since 
l Mill. 

(,). Have you examined our topical plan of inquiry?—A. I have. 

Have you some general statement that y<»u would like to make before you 
are examined specifically?-A. Yes. I suppose I should start with a statement 
eoncei nmg the line that I represent. The Merchants and Miners' Transportation 
Company was incorporated by the General Assembly of Maryland on April 24, 
1852. The early history of the line was one of some discouragement, but on 
December 28, 1854, the first trip was made tiom Boston to Baltimore. Later on, 
in 18(57. the company commenced to run steamers from Boston to Norfolk and 
thence to Baltimore, returning from Baltimore. \ la Norfolk, to Boston. In.Janu¬ 
ary, 18.“)!), the line from Providence to Baltimore was started, but only ran a short 
time. In 1872 the Providence Line was again established, this time to ply between 
Providence, Norfolk, and Baltimore. The Baltim no-Savannah Lino was pur- 
clm u ed by the Merchants and Miners' Transportation Company in January, 187fi, 
and the Philadelphia-Savannah Line wits inaugurated by the company in October, 
1U00. You will thus see there are 4 lines operated by the company known as the 
Baltimore and Boston Line, the Baltimore and Providence Line, the Baltimore 
and Savannah Line, and the Philadelphia and Savannah Line. The first has 4 
sailings weekly, the second has 2 sailings weekly, the third has 2 sailings weekly, 
and tlie fourth, a sailing every 5 days. In order to maintain this schedule, there 
are l.“> steamers. They have a net tonnage of 22,808 tons and a gross tonnage of 
22,57)2 tons. These steamers ply between Boston, Providence, Norfolk, Balti¬ 
more, Philadelphia, Newport News, and Savannah, as terminals. 

Now, as to the classes, manner, and terms of employment, I would state that, 
generally speaking, all men on shipboard are considered seamen. There is a sub¬ 
division into officers and crew; or probably the classification that would be most 
helpful to you would be that of masters, mates, quartermasters, boatswains, sea¬ 
men, engineers, oilers, water tenders, firemen, coal passers, stewards, steward¬ 
esses, cooks, messmen. pantrymen, and waiters. 

Q. (By Mr. C. J. Harris.) How many men do you employ in those lines?— A. 
On shipboard there would be about 532 for the 15 ships now running. As to the 
manner of employment, the coastwise trade and the conditions surrounding 
coastwise seamen are so favorable that there is no necessity of our employing 
agents to secure help. It. is entirely a matter of individual agreement between 
the applicants and the officer employing the help. Tfie terms of employment are 
controlled by what are known as •• shipping articles." prescribed by law, in which 
the contract of employment is clearly expressed. I have a copy of the shipping 
articles and can present it to the commission if you choose to see it. 

In a general way this shipping article is a contract between your company 
and the man employed?—A. With every man on shipboard. It is prescribed by 
law. and is m writing. The contract is read over to the men when they sign, and 
copies of it are posted in conspicuous places on shipboard in order that they 
may become familiar with it. 

Q. Do you say sailors prefer shipping on your boats to the general line of coast¬ 
wise trade—that, is, on sailing vessels?—A. No, I did not make the statement so 
broad as that they preferred our vessels; but from the fact that there are contin¬ 
ued applications for employment on the coastwise vessels, and from the further 
fact that the sailing vessels and tramp steamers find it necessary to have agents 
to secure their help, it would seem that the conditions of coastwise liners must 
certainly be more favorable. 

As regards the treatment and provision for comfort and health on shipboard, 
the sailors or seamen of the Merchants’ and Miners' Transportation Company are 
treated precisely like other employees. Under the broad-minded and liberal pol- 
lcy of the president of the company, Mr. Michael Jenkins, there is a personal 
solicitude on the part of the company for the welfare of all of its men. 



414 


INDUSTRIAL COMMISSION I—TRANSPORTATION. 


Q. You have no control of or arrangements for the men when they are on shore. 
I suppose, but only when they are on the vessels?—A. May I ask further enlight¬ 
enment as to that question? In what way? What sort of control? 

Q. Well, for instance, do you employ these men by the month or the year?—A. 
By the month; but I might digress here and perhaps answer your question fully 
by stating that the shipping articles provide that they are engaged for the voyage 
on which the vessel leaves at the time of their first signing. They are engaged by 
the month and paid by the month. They have the right under our shipping articles 
to leave at any port. The company early realized that in order to get the very 
best servico out of its men they should be treated as men. We rather anticipated 
the laws in that respect, and our shipping articles have always provided that the 
sailor may leave at the next port at which the steamer touches—providing he 
leaves immediately after the ship is docked. If he continues in the employment 
after arriving and until the ship is about to leave, we would have great difficulty in 
securing a new crew, and in such event the contract provides that he ‘ ‘ has shipped ’ 
for the next voyage. That provision was made in order to protect the company 
and to protect the seamen. The seamen have a right to leave and the company 
has the right of dismissal at the ports. 

Q. Would not that provision be liable to cause you serious trouble? Suppose 
half your crew should leave you at Savannah, how would you get enough trained 
men to take thoir places to get back with?—A. If such conditions existed, they 
would cause great embarrassment, but we find the crews do not want to leave the 
ships on which they are employed. We have never had an instance such as you 
suggest. If we had such an occurrence, we might endeavor to have some change 
made in the law to provide against, it, but at the present time the law provides 
for that feature, and we see no reason why it should not exist. 

Q. Do you have any complaint or suggestions to make in regard to the naviga¬ 
tion laws of the United States?—A. Generally speaking, I believe they are in 
advance of the navigation laws of some of the other countries. There are, of 
course, in the nature of things some little difficulties that are experienced, but 
they are not of great moment. I might mention, for instance, that the coastwise 
companies are obliged to put in their shipping articles a scale of provisions, under 
the ruling of the Treasury Department based on the opinion of the Attorney-Gen¬ 
eral of the United States, and it is a question among the lines whether they are 
obliged to give identically that fare, or whether they should give the fare they 
formerly gave; because you realize that in running a large passenger line there 
are large supplies put on board that are not consumed by the passengers and which 
can be served to the sailors. Thus the sailors’ fare is very much better than the 
fare prescribed by law, which law, as I understand it, was directed toward for¬ 
eign vessels and individual captains; but these are not conditions that are caus¬ 
ing any friction whatever. 

I might say further, sneaking from the owner’s standpoint, that I have never 
found any law that would give the United States courts jurisdiction over laiceny 
committed within the boundaries of a State. There is a law touching embezzle¬ 
ment and damage of freight and cargo, but the law affecting larceny only seems to 
apply to the high seas and to territory over which the United States has exclusive 
jurisdiction. In other words, the larceny law has not been made applicable to 
all navigable waters. The owners experience great difficulty in prosecuting lar¬ 
ceny on shipboard, for the reason that the vaiious State laws conflict, and it is 
very difficult to locate precisely the situs of the crime. With that condition 
confronting them they are unable to feel perfectly safe in applying to any State 
court, because they are often unable to positively prove exactly where the crime 
was committed, and if the proof should show that it was committed out of the 
State, there would be a failure of jurisdiction and probably a suit for unlawful 
imprisonment, with other attending difficulties. The only remedy that we have 
found has been to invoke a law which states that it shall be a misdemeanor to 
embezzle from or to damage ship, cargo, and stores. We think that probably 
this law might be elastic enough to cover the offense of larceny, but it is a mat¬ 
ter of some doubt. Certainly larceny is not embezzlement, but there would be 
loss and damage to the cargo m the act of larceny. We feel that such an addition 
to the laws as might specifically prevent larceny, so as to give United States courts 
and State courts concurrent jurisdiction when the act is committed within a State, 
would add greatly to the moral tone of the lines, and would be directly of great 
benefit to the employees and to the shipping community. 

The acts now relating to this point are as follows: 

R. S.4596: Whenever any seaman who has been lawfully engaged, or any appren¬ 
tice to the sea service, commits any of the following offenses, he shall be pun¬ 
ishable as follows: 
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Eighth. For willfully damaging the vessel, or embezzling, or willfully damaging 
any of the stores or cargo, by forfeiture out of his wages of a sum equal in amount 
to the loss thereby sustained, and, also, at the discretion of the court, by impris¬ 
onment for not more than twelve months. 

R. S. 5350: Every person who, upon the high seas, or in any place, under the 
exclusive jurisdiction of the United States, takes and carries away, with intent 
to steal or purloin, the personal goods of another, shall be punished by a fine of 
not more than $1,000, or by imprisonment not more than one year, or by both 
such fine and imprisonment. 

Now, as to discipline, that operates on shipboard precisely as it exists on land. 
The discipline starts usually with a mild but positive admonition to the offender. If 
there is a recurrence of the offense, the policy of the company is to follow it up 
by a suspension; and further offense by dismissal. The redress of grievances is 
found in a system of notices to the superior officer in command, and if the griev¬ 
ance is not adjusted satisfacl orily to both sides, the shipping articles provide a 
method whereby there can be an appeal to the higher authorities in this way 
[reading from shipping articles]: “Upon the commission of any of the offenses 
enumerated in the articles, or ot any breach thereof, if it should be contemplated 
to raise an issue, an entry thereof should be made in the log book, and should be 
signed by the master and by the mate, or by one of the crew; and the offender, if 
still in the vessel, should, before her next arrival at any port, or if she is at the 
time in port, before her departure therefrom, either be furnished with a copy of 
such entry or have the same read over distinctly and audibly to him, and he may 
thereupon make such reply thereto as lie thinks fit; and a statement that a copy 
of the entry has been so furnished, or that the same has been so read over, together 
with the reply, if any, made by the offender, should likewise lie entered and signed 
in the same manner. ” So in that way a record may be secured. 

While 1 am on this question of the contract, I might say that a further notice 
is given to masters that “ while without any cause notice to either party termi¬ 
nates the service of any signer at the expiration of any voyage as prescribed in 
the articles, it is presumed that this provision will not be enforced to the hurt or 
disadvantage of any employee without good and sufficient cause, but that reason¬ 
able opportunity will be afforded for return to the port of embarkation.” 

Q. With reference to hospitals, 1 want to know whether when the sailors are 
on shore they are subject to these perils hero in these hospitals and sailors* board¬ 
ing houses?—A. They are undoubtedly subject to perils if they choose to leave 
the ship. They have the right to leave the ship at any time under our contract, 
providing they leave the ship when the ship first enters. 

Q. What I meant was whether, when the sailors are still in your employment, 
but in these various ports, you had much trouble.—A. We never experience any 
trouble: and in fact while sailors come and go—they are a shifting class to an 
extent—there is a stability in the personnel on the ships. 

Q. What about your stevedores; are they continuously employed, or do they 
load the cargoes of the vessels and unload them by the contract?—A. They are 
paid by the hour. There are in the neighborhood of 1,300 stevedores employed 
at the various ports. I have the amounts paid them. 

Q. I wanted to know in a general way what plan you had, whether you had 
these men employed directly by yourselves, or whether you employed a general 
stevedore force?—A. We have our own men. They apply to us individually for 
employment, and while they have the right to leave at any time, being employed 
by the hour, there is a stability in the personnel that you might say is constant. 

Q. Of course, your vessels running regularly, you would have your regular 
force instead of employing the general stevedore forces which load and unload 
the tramp steamers?—A. Oh, yes; we have, as I understand it, nothing like that. 

Q. Have you had any strikes on the part of your stevedores?—A. Not to my 
knowledge, neither of stevedores, nor of any other class of employees. 

Q. About what wages do you pay the stevedores?—A. They are paid by the 
hour, and the prices fluctuate at the various ports. Broadly speaking, I can 
say it runs anywhere from 15 to 30 cents an hour. 

Q. What would be the wages at Southern ports—at Charleston and Savan¬ 
nah?—A. At Savannah, 22 cents both for regular and overtime. 

Q. What is it at Boston?—A. At Boston it is 20 cents for regular time and 30 
cents for overtime. 

Q. You mean to say that the Boston wage is cheaper than the Savannah?—A. 
Yes; it is slightly cheaper. The overtime wage is greater, you see, and the reg¬ 
ular time is less. 

Q. I can not see how that would be. I supposed the wages at all those South¬ 
ern ports were less than 20 cents an hour.—A. There is a notation here of 174 
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cants per hour—at Savannah also. There is also a notation of 22 cents at Savan¬ 
nah. So I suppose the price will fluctuate between those figures as the supply 
exists. 

Q. (By Mr. Farquhar.) I would like to ask if the stevedoring at any of your 
ports is done by organized labor?—A. The stevedores may have their organiza¬ 
tions among themselves, but if they have, the fact has never been brought to our 
attention in any way. There is never any difference between the company and 
its labor. 

Q. You find a regular rate prevailing at every port?—A. We find a regular 
rate, and we presume there must be an understanding among the men. We 
never dispute those wages, but pay them. 

Q. In case of any infraction of the rules to whom or to what tribunal does the 
application go on the part of the plaintiff—the United States court?—A. You 
mean for personal injuries sustained? 

Q. Yes; or maltreatment or lessening of wages or difference in the construction 
of the terms of employment—transfer of employment from one character to 
another—that would be made the basis of a suit for damages. In what court is 
the suit entered?—A. That depends entirely on circumstances. If the situs of the 
injury occurs on land or if the contract should not be a maritime contract 
they would have their redress in the State court; hut if the injury occurs on ship, 
or the contract be a maritime one, they would also have recourse both to the 
State courts and the United States courts in admiralty. The election, however, 
seems to be for the State courts, because they secure responsive juries there, 
probably with the view of putting themselves upon the country, and they soom 
to select the State courts. 

Q. You think there is sufficient law and means of redress so that a sailor, a sea¬ 
man, or petty officer, or any one in your general employ, not a master, may find 
his remedy in the courts?—A. Absolutely. He is completely protected, I should 
say, and a little more so than the owners, and, perhaps, properly so. The most 
common method among sailors in seeking redress for what they consider wrongs 
against them is to apply to the United States commissioner, an official appointed 
by all United States district courts, who cites all parties to appear before him and 
hears the case. When the commissioner fails to settle the difficulty, and he feels 
it is a proper case for the court to take up, he passes it on to the court for hearing: 
otherwise the matter is then and there dismissed. 

Q. In the matter of rations, you said you had adopted the ocean ration, as pro¬ 
vided for by the amended Senate bill of 1898,1 presume?—A. Yes; we have been 
compelled to put that in the shipping articles, and are therefore compelled to 
follow it. 

Q. Did that law of 1898 say the coastwise trade should be provided with that 
ration?—A. It was a question of some doubt, but after some investigation by the 
Attorney-General of the United States he came to the conclusion that the law 
was broad enough to cover the coastwise vessels; but as to whether or not it was 
the intention ot Congress to do so I think is a matter of considerable doubt. 
Certainly it will not improve the condition of the sailors if the lines should insist 
on following the scale of provisions provided by that law, because if they are 
allowed to give them what they wish to give them, and what is less expensive to 
give them, because of the additional amount of supplies they are required to put 
on board for their regular passenger traffic, the seaman fares a great deal better 
in every way, and he gets the best the land affords. 

G. There is no provision, is there, in case of an excess of rations, m cashing it 
in tor the benefit of the sailor?—A. I can hardly see how that could be done unless 
he had some way of keeping the provisions given him; he is permitted to eat all 
he wants and has no more coming to him. I think the sailors are well satisfied, 
and things seem to bo floating along very smoothly. 

Q. Now, in your matter of loading, where you engage local stevedoring, in 
your articles is it provided that the class of men who operate your ships shall 
assist in the loading and unloading?—A. The articles do not provide for that, 
because the ship men do not assist in loading and unloading. We have regular 
gangs of stevedores, and the ship men are confined to the navigation of the vessel. 

Q. What is your ordinary seaman and the helpers engaged in while in port?— 
A. Cleaning up, inspection, seeing that the ship is in proper trim. 

Q. So it is not a holiday when you reach port?—A. It is not a holiday nor is it 
at all excessive work, but they have enough to keep them busy. 

Q. Do any of your masters give the men a furlough of a few hours in cities 
when you come to the terminals?—A. There is such a custom. 

Q. Are your men usually married men with families and having homes at any 
of your terminals, or are they single men?—A. The officers often are married; the 
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seamen are not tied down by family relations as a rule, although there are quite 
a number that have their homes at the terminals. 

Q. What is the proportion of Americans?—A. About 75 per cent in our own 
force. 

Q. Where do you usually find your men, in New Englandor along the Southern 
shores?—A. A great many seamen come from the New England States, but they 
seem to come from all the ports. A large number come from Baltimore. Gen¬ 
erally speaking, they come from the mam terminals. 

Q. (By Mr. C. J. Harris.) Do you have any colored seamen?—A. No colored 
seamen to my knowledge. 

Q. (By Mr. Farquiiau.) Are the stevedores in the South colored?—A. Largely. 

Q. South of Baltimore?—A. Yes; I may say nearly all of them in the South are 
colored. The average on the line is about 55 per cent white and 45 per cent 
colored. 

O. At all ports?—A. Yes; taking the general average. 

Q. I presume, if you have a table of the wages and compensation it would be 
well to give it at this place.—A. The pay roll of the crew is as follows: Masters, 
$150 to $250 a month; first officers, $75; second officers, $55; boatswains, $1)0; 
quartermasters, $30; sailors, $25; chief engineers, $120; first engineers, $75; sec¬ 
ond engineers, $00; oilers, $40; water tenders, $40; firemen, $40; coal passers, $30; 
stewards, $55 to $70; first cooks, $50 to $60; secund cooks, $15; mess men $20 to 
$25; waiters, $20 to $25; pantrymen, $20 to $10; stewardesses, $18. Board and 
accommodations are given in addition to the above figures. The number of cooks 
and waiters is of course regulated by the demands of the passenger season; in the 
summer season a great many more are employed than in the winter season. I 
have spoken as to the compensation of stevedores before. 

Q. You have as to the stevedores in three ports, I believe?—A, I will give all of 
the ports. At Boston, regular time 20 cents an hour, overtime 30; Baltimore, 
regular time 20, overtime 20; Providence fluctuates between 16} and 18} for regu¬ 
lar time, overtime 20 to 25: Norfolk, regular time 15, overtime 15; Newport NewB, 
regular time 15, overtime 15; Savannah fluctuates from 17} to 22 regular time, 
overtime 17} to 22: Philadelphia, regular time 20, overtime 20. 

Q. Have you any knowledge as to how those figures compare with the wages 
paid by ships ill the foreign trade?—A. No; I have no knowledge as to that. I 
presume they would have to pay the stevedores about, the same prices. 

Q. As to the wages of your masters and crews, would they be about the same?— 
A. No; I think the wages paid by the foreign trade are very much less. 

Q. What method have yon adopted in the inspection of vessels?—A. As regards 
that, it may be divided into 2 branches. There are two forms of inspection, one 
by the Government, and one by the owner. The local Government inspectors are 
divided into bull inspectors and engine and boiler inspectors. They make an 
annual inspection. The report on that inspection is kept permanently posted on 
shipboard. The owner’s inspection is divided into a number of classes. Among 
others there is the voyage inspection and the departmental inspection of every¬ 
thing. and the periodical ducking and general overhauling. Tiie most important 
probably is the inspection immediately preceding the voyage, at which time all the 
machinery is turned over and tried; the engines are always kept running 15 or 20 
minutes before starting, to see that everything is all right; all the appliances 
are tested; the electrical superintendent goes aboard and tries all the electrical 
appliances. In that way the line is kept up in proper form. 

Q. (By Mr. O. J. Harris.) That is the private inspection of yonr own company 
officers?—A. It is the private inspection which is made necessary under the laws 
in order that the ship may he seaworthy and that there may be no negligence on 
the part of the owners in embarking on the voyage. 

Q. Is there a public-inspection officer?—A. The public or governmental inspec¬ 
tion occurs annually. Then all of the ship—-the hull, the machinery, and all the 
appliances are fully tested. 

Q. That public inspection is merely a form, then, is it not?—A. No, sir; it is 
most thorough, and is done in great detail. 

Q. If your vessris are only examined once a year by public inspectors, the whole 
vessel might be in very bad shape the second trip it made after it was inspected?— 
A. That is rather an impossible condition for this reason; The owners find that 
in keeping the vessels up there is a less percentage of deterioration. The deteriora¬ 
tion on sea property would probably run as high as 10 per cent per year if the 
vessels were not kept in prime condition. By keeping the repairs up the deteri¬ 
oration is a very low percentage. Then there is another condition that makes the 
owners unusually alert. If the vessel starts in an unseaworthy condition and 
some accident happens through any imperfection that might have been discovered 
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in i a %^jSr. g FAnguuAH.) Do you know how much they mark off annually for 
deterioration?—A. That I am unable to say. I have no knowledge of what comes 
np before the executive board. 

Q. (By Mr. C. J. Harris.) What is the rule as to the loading or overloading of 
vessels?—A. That finds its regulation in the same condition of affairs. A vessel 
that is overloaded is unseawortliy. Further than that there is the regard that 
the master and the crew have for their own personal safety. The crew have the 
right to object to going to sea in a vessel that they feel is in an improper condi¬ 
tion. and there is even more strength in these conditions of affairs than in any 
legal verbiage that may be established to prevent the overloading of vessels. 

Q. Are all your steamers passenger steamers?—A. To my knowledge all carry 
passengers. 

Q. What is the value of the passenger traffic as compared with the freight?— 

A. Of course, as with all transportation companies, the freight is the backbone 
of the business. I could not tell you the percentage, but the passenger business 
is remunerative, both on railroads and steamships; otherwise, adopting a sound 
business policy, they would not be carrying them. 

Q. Yon run your boats for the freight. 1 suppose; that is the first considera¬ 
tion?—A. That is, of course, the first consideration. 

Q. Now, then, I would like to take up the commercial features of this coastwise 
trade, its relations to the railroads, and competition, it any. with the railroads. 
You virtually cover the Atlantic coast from the North to the South?—A. From 
Boston to Savannah. 

Q. And intermediate points; is the competition with the railroads very severe?— 

A. That is a question upon which probably my experience is not as broad as you 
might like to have. I can only state in a general way. That is in the domain of 
traffic. The largest class of competitive traffic on the coast, I believe, is from the 
sailing ships. I do not know that the railroads or the steamship lines have any 
great conflict in their business relations. Before and during the establishment of 
water differentials there was quite an objection to the water lines by railroads, 
but I believe that the inevitable is now recognized, and they are getting along 
hannoniously. 

Q. What is the relation, or rather, what is the percentage of your steamboat 
rates to the railroad rates between any two different no ts that you might 
name?—A. That question I could not answer definitely. 1 have here a statement 
made by the traffic people that I might read. 

Q. I wanted to get at how much lower these steamboats had to put their rates 
in order to get their share of the traffic?—A. Well, you understand, generally 
speaking, that there are differentials which the water lines are allowed to make 
in any rate by reason of the difficulties that the water transportation involves, 
such as carrying insurance and so on, and there is a class of business that has 
grown up under these differentials that may be considered as belonging exclu¬ 
sively to the water lines, so there is no great umount of conflict between the 
water and rail interests. There is a certain amount of business which goes to 
the boats because of the advantage of the lower rates. 

Q. You mean to say there is a combination or an understanding of prices 
between your lines and the railroads?—A. Not at all, because the water lines 
experience a competition that entirely sets that feature aside; that is, the com¬ 
petition of the sailing vessels, which the water lines are required to meet. 
Sailing vessels are chartered, the owners do not ran lines, but give a boat up to 
a man for so much money, and the rate is secured by figuringon the charter 
price and the gross tonnage aboard to ascertain what it is. That fluctuates 
greatly on the coast. 

Q. Is your line under the control of any railroad company?—A. It is entirely 
independent of any and all other companies. 

Q. (By Mr. Farqchar.) What body establishes the differentials?—A. The 
lines settle that, I believe. 

Q. Is it done through the Interstate Commerce Commission or by agreement 
with the lines?—A. No; I believe it has grown np as an inevitable result of the 
conditions confronting transportation people. I think it is a natural growth. 

Q. These differentials are generally accepted?—A. Generally accepted. 

Q. Have you any classification of freight?—A. Yes. 

Q. Approaching anything like the railroad classification?—A. The same. 

Q. The same by water transportation as by rail?—A. I believe so, except where 
there are certain conditions that must be met that the rail lines do not experience. 



D. H. HATira:—00A8TWI8E TBANSPOBTATION. 


419 


Q. (By Mr. C. J. Harris.) You would have the same classification on articles 
shipped partly by rail and partly bv water?—A. Very often that is so. You see 
the question of classification, while a natural development, has received the 
attention of the experts, both on the part of transportation lines and the public, 
and we may assume that such a development is within proper bounds. 

Does much of your freight go over the railroads?—A. A good proportion, I 
believe. Of course large freights are carried direct from the ports at rates that 
the railroads would probably find unreinunerative. The merchants have adopted 
a plan of centralizing their points of distribution, and very often they ship to 
local ports and distribute from them. I find in reading the papers that there is 
an institution in the west shipping oranges now, and tliev have them moving on 
the road ready to divert and ship on telegraphic advice. ’ The cars are going all 
the time. That is enlarging on that plan of distribution. They simply start a car 
right out and let it go. 

Q. (By Mr. Farquiiar.) You said you had some statement there in regard to 
freight?—A. Yes, the statement is this: [Reading:] " There is not much competi¬ 
tion on the part of railways and local coastwise business between the ports cov¬ 
ered by steamship lines; the sail competition and trade conditions occasion such 
low and fluctuating rates between ports as to make the business apparently unre- 
munerative for rail carriers, although in some cases theymaintain the same rates 
as the basing rates oi the steamship lines, and in other cases, especially the 
longer hauls, they carry much higher rates. The only comparison that could be 
made of the rates of the steamship lines and the rail lines would be the fixed rates 
of the rail lines with the basing rates of the steamship lines, but as a compara¬ 
tively small portion of the business is handled by the steamship lines on these 
basing rates, the comparison would be misleading, the steamship lines being 
obliged to handle a great portion of their business on commodity rates made to 
meet the exigencies of the case.” 

Q. So your commodity rates make a great deal of difference?—A. Yes. 

Q, You meet the most uncertain conditions through the commodity rate?—A. 

Through the commodity rate. 

Q. Have you a table here that explains the character of your freight?—A No 
I have not. 

Q, You have nothing that shows the article of which the highest tonnage is 
carried?—A. Wo have not, but our records show that lumber, pig iron resin 
fertilizer, cotton, canned goods, grain, rails, and iron, are among the principal 
articles. "re 


Q. (By Mr. C. J. Harris. ) What do you say as to your competition with other 
coast lines under the control of railroads? Do you find they have an advantage 
over ym, m any wayV-A. I do not think that I am sufficiently familiar with that 
point, to answer that question. I do not now recall any such condition existing 
. y- Does not the Georgia Central own a line of steamers?—A. Yes: they run 
into New York. I believe. 3 

Q. Now, how do their rates compare with yours? Does the Georgia Central 
Railroad give you the same rates to interior points in competition that they can 
on their own line?—A. Yes; as I understand it there is no discrimination, 
q. Then they would have no advantage over you?—A. I do not see that they 
would; but still that is a question that probably would he better answered bv a 
traffic man. 3 


Q. (By Mr. Farquiiar.) Have you a table that shows the 
“tween the various ports’—A. I have, sir. They are as follows: 


passenger rates 


RAI.TIMORK AND BOSTON OR PROVIDENCE. 

First-class.... 

Round trip.’’ . 

Intermediate. 

Intermediate excursion... 

Steerage . 


u$10.00 to 6$19.50 
a 20.00 to b22.00 
«9,00 to cII.00 
. alS.OOto cSJO.OO 
. a8.00to 610.00 


NORFOLK AND BOSTON OR PROVIDENCE. 

First-class. .. 

Round trip.\.. 

Intermediate..... 

Intermediate excursion... ’. 

Steerage.. ’. 


a$9.00 to 6*11.00 
a 18.00 to 619.00 
a8.00to clO.OO 
alB.OO to clS.OO 
a7.00 to 69.00 


a Rates Oct. 1 to May 31. 
h Rates June 1 to Sept. 30. 

c Intermediate rates do not apply on Boston line June 1 to Sept. 30. 
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First-class rates include meals and stateroom berth. Upper-deck stateroom 
berths on Boston Line are $1.50 extra in each direction, June 1 to September 80. 
Intermediate rates include meals and berth. Steerage rates include meals and 
bunk. 

BALTIMORE AND SAVANNAH. 


First-class..-. $15.00 

Round trip.. 25.00 

Intermediate....-. 12.50 

Intermediate excursion...- .-.-. 22.00 

Steerage. 10.00 


PHILADELPHIA AND SAVANNAH. 


First-class. $17.50 

Round trip.. 29.00 

Intel-mediate....-. 15.00 

Intermediate excursion.. 24.00 

Steerage. 10.00 

First-class and intermediate rates include meals and stateroom berth. Steerage 
rates include meals and bunk. 

NORFOLK, NEWPORT NEWS, AND BALTIMORE. 

First-class....$8.00 

Round trip.-... 5.00 

Steerage.. 2.00 


First-claas rates include stateroom berth; meals extra. Steerage rates include 
bunk; meals extra. 

Rates of fare given herein are subject to change without notice. 

Q. (By Mr. C. J. Harris.) Were your vessels all built in this country?—A. 
Yes, sir. 

Q. What do you say of your competition with the sailing vessels of the coast¬ 
wise trade?—A. That at times has been very active, as I understand it, a very 
vigorous competitor for coastwise business. 

Q. What are your advantages over the sailing vessels?—A. I suppose better 
service, certain service, higher-paid employees, less liability of accident, these 
and various other advantages, but they scarcely weigh in the balance against a 
lower rate, and sometimes it is necessary to meet the conditions as they exist. 

Q. On very heavy commodities in large quantities, where time was not so much 
an object, could you compete for that trade at all?—A, That depends entirely 
upon the tonnage capacity and condition of the boat . Sometimes vessels running 
require a certain amount of ballast, and if they are light I suppose there are times 
when business might be carried for less money than at others. It depends 
entirely upon the business offering. 

Q. Well, take for instance coal; yon don't attempt to compete?—A. We do not 
attempt to carry coal, or any bulky thing of that kind. 

Q. Yon do carry lumber, don't you?—A. Yes, I have reference to bulk in small 
particles; lumber we would call by the piece. 

Q. (By Mr. Farquhar. ) Many of your vessels engage in carrying fruit in the 
season very largely, do they not?—A. Yes, fruit and vegetables compose some 
portion of the cargo; more vegetables, however, than fruit, and in order to keep 
pace with that traffic the steamship companies find they are required to put in 
ventilators. It is very expensive to keep pace with the times. 

Q. Are your vessels built with refrigerators? Do you not have compartment 
refrigerators?—A. I do not know of any refrigerating process except pantries; 
there may bo; that is in the department of construction, and I am not fully 
informed on that. 

Q. (By Mr, Phillips.) Can the railroads compete with you in carrying fruit 
or vegetables from the South?—A. Well, sometimes they secure the business. 

Q. Your rate of freight iH generally less than the rate is by rail, is it not?—A, 
There is a water differential in favor of the water line. It is made necessary by 
the inherent condition of things. The water lines are required to carry marine 
insurance, which the railroad lines do not. They have very often more occasion 
for transfer; and the hazards of the great deep are also conditions to be taken 
into consideration. 

Q. Do you ever make shipping rates with railroads to harmonize?—A. That 
would come under the traffic division. I suggest that on points of traffic perhaps 
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I am not a good witness. I have understood you want us to speak of things we 
absolutely know by actual experience, not from hearsay. 

Q. (By Mr. Farquhar.) Is there any other topic you have there that you want 
to touch upon?—A. You refer here to “forms and characters of aid and subsidy to 
American vessels.” * * * The subsidy act seems to have found its incentive 
in the protection of American shipping against foreign bottoms. The domestic 
lines suffer no encroachment from foreign bottoms, and they, so far as the Mer- 
chants and Miners' Line is concerned have not asked for or gotten any assistance 
in any way. I do not think that the condition exists in the coastwise trade which 
might to used as an argument for the subsidizing of American coastwise bottoms 
as against foreign bottoms. , , 

Q. Have your people ever considered that the registered foreign-lmm ship could 
enter into the coastwise trade?—A. Wo have always felt that therewas a policy 
expressed in various ways against foreign vessels taking coastwise business, 
whether they made a particular business of that, or whether the foreign ships 
touch at various ports on their voyages to receive and deliver. Tint is provided 
against in the law and zealously watched by the custom-house officials, and we 
think that is the safeguard for the American coastwise merchant marine, liecause 
under the plan of enrollment, entering and clearing, they can check it. It is 
illegal for foreign vessels to transport any business on the coast; that is, any local 
business on the coast. 

Yon refer to the condition and treatment of passengers. I would state that our 
passengers—cabin passengers (we have no experience with immigrants)—have the 
same accommodations that are found in the best of hotels. As to the effect of 
quarantine and health laws on ocean commerce, we find that sometimes our ships 
are delayed by reason of quarantine, but the delay is for the general good. All of 
the quarantine officers are most earnest in their endeavor to make that, delay as light 
as possible, and we have nothing to say against the laws as they are established. 

As to the vessels engaged in transportation of live stock, onr line carries live 
stock, and provision is made for watering and feeding, and for separate stalls and 
dunnage. Live stock is carried under contract just the same as any other freight 
is carried. 

. (By Mr. Clarke. ) Your traffic is confined to the ports north of Florida, is 
it not?—A. It is, 

Q. You have not engaged in the West India trade at all?—A. No, sir; we are 
strictly,coastwise and have nothing to do with foreign business, and have never 
had any experience with it. 

y. What proportion of this coastwise traffic between the ports where your ves¬ 
sels trade is cairird by steam vessels and what proportion by sailing vessels?—A. 
That being a question of traffic would be very difficult for me to answer, but I 
hardly think that a traffic man could give you satisfactory light on that subject. 
Very often business is taken without the regular liners knowing anythingabont it. 

(j. Have yon any opinion whatever concerning the relative proportions?—A. I 
could not have, because it would not lie based upon any experience. 

Q. What is the class of freight generally carried?—A. That is another question 
that I have had propounded to mo and I confess that 1 have not the information 
at hand, but I think the company might be able to furnish it. 

Q. You said something about an apparent difficulty in punishing for a theft 
committed within the borders of a State in tin coastwise trade. If one passenger 
should steal from another or one member of the crew should steal from another 
or from a passenger, is there no way of punishing that offense as a crime through 
the courts?—A. I have never yet been able, after very diligent search and also 
conferences with the various commissioners along the coast of the United States 
and the district attorneys, to place my hand upon a law that could be invoked to 
charge anyone with a misdemeanor or crime of larceny, whether committed by a 
passenger or sailor or seaman when committed within the borders of a State. .1 
should explain here that Revised Statutes, 5356, to which I have previously referred, 
includes the offense of larceny when committed by anyone on the high seas or ter¬ 
ritory over which the United States has exclusive jurisdiction and Revised Stat¬ 
utes, 4596, covers the offenseof embezzlement and the damaging of ship, stores, or 
cargo wherever the act is committed, providing, however, that the act is com¬ 
mitted by one of the ship's company. 

These acts obviously omit a passenger on a vessel when the offense is committed 
within the border of a State, and unless the crime of larceny can be read into 
Revised Statutes, 4596, the members of a ship's company are not covered when 
the act is committed within a State. 

It is true there should be a remedy in the State courts, but the location of the 
act is always in doubt. There is no certainty of the precise locality of the com¬ 
mission of the act, and if the State courts are used and the act, though committed, 
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is proved not to have been committed within the State the State court would 
have no jurisdiction and the case would be dismissed, and probably an action for 
false imprisonment might result. 

The jurisdiction of the United States courts should be broadened so as to give 
them concurrent jurisdiction with the State courts over the offense of larceny 
when committed on shipboard within the borders of a State. 

Q. There are statutes against other offenses providing for their punishment?— 
A. Quite full. For instance, there is a statute against embezzlement and other 
offenses, but I think probably the difficulty arises because of the fine distinction 
between statutory crimes, and probably this condition has never presented itself 
to our legislators. 

Q. Do you mean to express the opinion, then, that if a person commits a theft 
on one of your vessels within the jurisdiction of a State that that person could not 
be prosecuted?—A. Not in the United States courts. I have found, I think, suffi¬ 
cient law to apprehend anyone who is engaged to tho ship under a law that 
punishes him for damaging the freight and cargo. (R. S , 4596). That might lie 
considered broad enough to cover the ship’s company, but further than that I 
have not discovered any rule or law that would cover it, and would lie very glad 
to be enlightened on that point. 

Q. Would that be broad enough to cover theft of one passenger from another?— 
A. I think not. 

Q. (By Mr. Phillips.) Could the passenger not be arrested when he lands at 
the first port?—A. Yes, anyone, whether a member of the ship's company or a 
passenger, could bo arrested and tried under the State laws if we could be certain 
that the offense was committed within the State in which the port is located, but 
that fact could not be asertained until the proofs .are in and the case heard. 
When the State courts are used there is always doubt as to the jurisdiction. 

The offense of larceny, whether committed by the ship's company or by passen¬ 
gers, seems to be well covered on the high seas, or when committed in any place 
over which the United States exercises exclusive jurisdiction, but it is not covered 
in the United States statutes when committed within the borders of a State, leav¬ 
ing the only remedy in the State courts, and tho precise location of the act is 
usually so uncertain that the State courts can not with safety be used. Another 
feature is, if the ship arrives at a port within a State other than that in which 
the act is committed, the offender can make his escape before requisition can lie 
made from the State in which the act was committed. 

Jurisdiction being delegated to the United States District Courts in admiralty 
matters, we might be able to find redress in that way, but I have not been able to, 
discover a specific United States statute defining the offense of larceny as a crime 
and misdemeanor and providing a punishment therefor when the act is committed 
within a State. 

Q. (By Mr. Clarke.) Would you be willing to have such a statute recommended 
to Congress?—A. I think it would be quite desirable. I don’t pretend to say I 
have made an absolutely exhaustive search, but I have endeavored to discover 
such a law and have been unable to <lo so; if it does not exist, I think it quite 
desirable. 

Q. If you think such a statute is necessary would you be willing to formulate a 
draft?—A. I would be glad to submit a tentative suggestion. 

Q. (By Mr. C. J. Harris.) Are there any other topics now that you have notes 
on and on which you wish to make brief remarks?—A. I have taken the pains to 
read very carefully the suggestion of Mr. Furuseth, secretary of the Sailors’ Union, 
because the Merchants and Miners’ Transportation Company has always been 
very solicitous about the condition of its employees, and I find that the ideal con¬ 
dition that he suggests for the amelioration of the condition of seamen, contained 
in his examination on page 691 of your volume on transportation, seems to be fully 
covered by the advanced position which wo have taken with regard to seamen in 
our shipping article.” Mr. Furuseth reads from a law which the seamen them¬ 
selves drafted to amend the laws relating to American seamen and to improve the 
personnel of the merchant marine, ana he makes various suggestions to your 
commission, as follows: 

(1) “ We propose to abolish crimping altogether, as far as it can possibly be 
abolished by law.” That has been abolished under our plan, because the Ameri¬ 
can coastwise trade is permitted to sign their crew direct, which we do, so that 
there are no intermediaries—crimps, runners, and the like—coming between the 
company and its sailors. 

(2) “ We propose to increase the space in the forecastle. ” * * * Our boats 
are built, of course, under the laws and regulations, and all of those provisions 
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are fully complied with, and the construction does not fluctuate and change aa 
with the caprice of individual owners of private vessels. 

(3) “ To give the seaman one-half of what is actually due him in every port 
where he loads and discharges cargo.” That is a very important provision, of 
course. When the seaman receives his money in small and regular installments 
he has not as large an amount of money to Bpend as if it was laid up for him, and 
he has not the temptation to spend it before he has earned it. Our company has 
adopted the policy of paying seamen monthly, just the same as any other employee, 
and they get along with that, I presume that is contrary to the ordinary plan of 
shipping in the individual vessels. * * * 

(4) "And to give the seaman the right to call for a survey of any vessel that 
he may happen to be in without the officers of the vessel taking part in the 
request.” * * * His relief there is found in the fact that he can leave at any 
time if he does not want to continue. There is no requirement for him to go to 
sea if he does not wish to, and the company has taken a broad view that with a 
man who is discontented with his position it is better, perhaps, to let him go if 
he chooses to leave; but we have had very few grievances of any character. 

Then Mr. Furuseth further says: (5) “ And to establish a standard of skill and 
experience for those who sign as able seamen." * * * Of course, the company 
has its method of selecting its employees, and they are not selected at random by 
some chap who is interested largely in the amount of money he can make out of 
it. We take an immediate interest in the personnel of the ship. * * * 

((!) " And to get a law providing for the standard or number of men to be car¬ 
ried by vessels according to their tonnage and rigging.” Of course, an owner is 
obliged to have a vessel properly manned to be seaworthy and within the scope 
of their insurance policies—they are very solicitous about having the ship fully 
protected in that respect. 

Thus, I think, we nave rather anticipated the seaman’s desires, and I am very 
happy to observe that we have done so. Outside of this I do not know that I 
have anything further to say. 

Q. (By Mr. Faiiquiiar.) What have yon to say as to the prosperity of the 
coastwise trade, so far as your knowledge goes and the experience of your own 
line?—A. I doubt whether I could give a satisfactory answer to that question, 
because I am not familiar with the revenue feature. 

Q. Have the dividends of your line been satisfactory to your stockholders and 
directors?—A. 1 think there has been no discontent in that respect. They have 
been pretty regular; in fact, I may say regular. 

Q. Have you enlarged your stock to build new boats, or have you used your 
surplus to build new boats?—A. Our vessels have been built both from funds 
derived from increase ot stock and from earnings. 

Q. (Mr. C. J. Harris.) Has your volume of trado been on the increase, or does., 
it stand still, or decrease?— A. I should suppose it would be on the increase, as all 
progressive business naturally increases with the increase of general prosperity. 

Q. We want to know whether it is progressive, or whether it is retrograding, 
or no?—A. It is progressing, but there are so many hazards connected with the 
great deep that there can be no anticipation of permanent prosperity. There has 
been general progress with us just the same as there has been general progress in 
all industrial and other lines recently in this country, and we must necessarily 
feel the relation. 

(Testimony closed.) 


Exhibit attached to Testimony of Mr. Daniel H. Hayne. 

Baltimore, Md., March SS, 1901. 

To the Honorable the Members of the Industrial Commission, Washington, D. C. 

Sirs: In accordance with your request, I have looked over the law in regard to 
larceny when committed on shipboard, and find that sections 4596 and 5356 are the 
statutes I had in mind when I gave my testimony before the commission. These 
statutes are as follows: 

"R. S. 4596. Whenever any seaman who has been lawfully engaged, or any 
apprentice to the sea service, commits any of the following offenses, he shall be 
punishable as follows; 

*»«♦*.# 

“Eighth. For wilfully damaging the vessel, or embezzling or wilfully damaging 
any of the stores or cargo, by forfeiture out of his wages of a sum equal in amount 
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to the loss thereby sustained, and also, at the discretion of the court, by imprison¬ 
ment for not more than twelve months. 

“ R. S. 5356. Every person who, upon the high seas, or in any place under the 
exclusive jurisdiction of the United States, takes and carries away, with intent 
to steal or purloin, the personal goods of another, shall be punished by a fine of 
not more than one thousand dollars, or by imprisonment not more than one year, 
or by both such fine and imprisonment.” 

I find, in going over my testimony, I did not intend to make the assertion so 
broad that there was no act to apprehend an offender for larceny when committed 
on the high seas. The difficulty has been principally with ship's employees who 
were guilty of larceny, and you will see by the inclosed acts that there is no rem¬ 
edy in the United States district courts for an offense committed by one of the 
ship’s crew or by a passenger when the location of the crime is within a State. 

Revised Statute 5356 is broad enough to apprehend any offender in the district 
courts of the United States when committed on the high seas or on territory 
exclusively within the jurisdiction of the United States. This act would leave 
out both passengers and the ship’s company (in which expression I mean all who 
are connected to the vessel by contract) when the crime* was committed within 
the jurisdiction of a State, and the secrecy surrounding the commission of the act 
is such that the owners of vessels can not determine, before the proofs come out 
on the trial of the case, just where the act was committed, so that it is very risky 
to apprehend an offender under the State laws. 

Of course, where the act is known to be committed on the high seas, or on ter¬ 
ritory exclusively under the jurisdiction of the United States, there can be no 
doubt of the remedy in the United States courts. 

We have, therefore, been required to use Revised Statute 451)0, which permits 
us to apprehend any of the ship’s company for damaging the vessel, embezzling, 
or damaging the ship’s stores and cargo. Under this act, however, we can not 
apprehend a passenger in the district courts, nor could we apprehend one of the 
ship's company under the specific charge of larceny.. We might apprehend any 
of the ship’s company under the charge of damaging the cargo. 

You will realize that when a vessel arrives at a port, and immediate action is 
necessary to apprehend an offender, an immediate decision of where the offense 
was committed must be reached, for if it was not committed within the State to 
which we would then apply for redress, there would be a failure of jurisdiction 
and probably a subsequent suit for false imprisonment. Since a vessel passes 
through so many States, witli conflicting jurisdictions, it is desirable that there 
be sufficient authority under the laws of the United States to apprehend the 
offender at once and bring his case before the United States officials lief ore he lias 
opportunity to escape. 

With an act conferring upon the district courts jurisdiction for larceny when 
committed on maritime waters within a State, there would then be no doubt as 
to the method of procedure, under Revised Statutes 4300 to 4305, which provide 
for summary trial. 

The procedure in the United States courts would he to have a warrant issued 
by a commissioner of the court, who would hold a preliminary hearing, and if the 
evidence was sufficient an indictment would immediately issue and the court 
would grant a speedy trial if the circumstances justified, and there would be 
such uniformity in the method of procedure for larceny on the navigable waters 
that the shipping community would become familiar with the methods. The 
same procedure would pertain at any port where the vessel touched; but under 
the present doubtful condition of the law they are required to subject themselves 
to the State laws, which, because of their difference, are confusing and uncertain. 

I inclose herewith drafts of two bills, either of which would, in my opinion, be 
sufficient to apprehend a member of the ship’s company, but if it is desired to 
make the matter broad enough to cover both seamen and passengers, I would 
recommend the adoption of Revised Statute 5356 as amended. 

If it be said that the United States has no jurisdiction over these offenses when 
within the borders of a State, I think the answer to this is that the United States 
has jurisdiction, under a proper interpretation of the Constitution, to define 
crimes and provide for their punishment on the navigable waters of any State, so 
as to give the United States courts concurrent jurisdiction with the State courts 
over such crimes. 


As I did hot have the volume containing the statutes before me, I stated that 
there was no redress when the act of larceny was committed on the high seas, 
and I have taken the liberty of correcting my evidence to agree with the statutes, 
and also have corrected the questions to show a proper relation to the answers. 

It will give me great pleasure to be of any further assistance within my power. 

Very respectfully, 

Danl. H. Hayne, General Solicitor. 
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[Inclosure 1.] 

AN ACT to amend section 45% of the Revised Statutes of the United Suites, relating to offenses and 
punishments. 

Be it enacted by the Senate and Home of Representatives of the United States of 
America in Congress assembled. That subsection eight of section 4590 of the 
Revised Statutes of the United States be, and the same is, amended to read as 
follows: 

Section 4590, subsection eight. For wilfully damaging the vessel, or embezzling 
or wilfully damaging any of the stores or cargo, or taking or carrying away with 
intent to steal or purloin the personal goods of another, or receiving any stolen 
money, goods, chattels, bonds, bill obligatory, bill of exchange, promissory note 
for the payment of money, bank note, paper bill of credit, certificate of any State 
or the United Stales, knowing the same to be stolen, by forfeiture out of his 
wages of a sum equal in amount to the loss thereby sustained, and also, at the 
discretion of the court, by imprisonment for not more than twelve months. 

JlncloMirc 2 ] 

AN ACT to amend m-limi 5366 of the RuvKod Statutesot the United States, relating to crimes urisin« 
within the maritime and territorial jurisdiction of the United States. 

Be. it enacted by the Senate anil House of Representatives of the United States of 
America in Congress assembled. That section 5356 of the Revised Statutes of the 
United States ho, and the same is, amended to read as follows: 

Section 5356. Every person who, upon the high seas, or in any place under the 
exclusive jurisdiction of the United States, or upon waters within the maritime 
jurisdiction of the United States, takes and carries away, with intent to steal or 
purloin, the personal goods of another, or receives any stolon money, goods, 
chattels, bonds, hill obligatory, hill of exchange, promissory note for the payment 
of money, hank note, paper bill of credit, certificate of any State or the United 
States, knowing the same to be stolen, shall be punished by a fine of not more 
than one thousand dollars, or by imprisonment not more than one year, or by 
both such fine and imprisonment. 


W ashington, D, C., April fi, 1901. 

TESTIMONY OF M. C. MARKHAM, 

Assistant traffic manager Illinois Central Rrailmad and the Yazoo and Missis¬ 
sippi Valley Railroad. 

The commission met at 10.47 a. m., Mr. Farquhar presiding. At that time Mr. 
M. 11. Markham was introduced as a witness, and, being first duly sworn, testified 
as follows: 

Q. (By Mr Farquhar.) You will giveyour name and addressand official posi¬ 
tion to the stenographer.—A. M. C. Markham, assistant traffic manager of the 
Illinois Central Railroad and the Yazoo and Mississippi Valley Railroad; my 
address is Chicago. 

Q. How long have you been connected with railroading, and especially with the 
Illinois Central?—A. I have been railroading since 1666—33 years-and have been 
with the Illinois Central 25 years. 

Q. Have you any pnpared statement in answer to the general inquiries in the 
topical plan of inquiry on the subject of transportation to present to the commis¬ 
sion?—A. Yes; 1 have prepared a short statement. 

Q. The commission would be pleased to hear it.—A. The witness then read as 
follows: 

In response to the request of the honorable Industrial Commission I appear 
before it to give such information as is within my knowledge as to transportation 
on the Mississippi River, methods employed, volume of traffic, and the effects and 
influences of this river transportation on the railroads. 

Prior to 1870 the Mississippi River and its tributaries transported the greater 

g art of the freights and passengers to and from the States traversed by them, 
ince then the construction of a large railroad mileage in the Mississippi Valley 
bas somewhat diminished the volume of traffic handed on the rivers. 

In 1070 there were only 27,182 miles of railroad in 18 States of the Mississippi 
V alley. In IttCO there were upward of 110,000 miles of railroad in these same 
States, or over four times as much. 



INDUSTRIAL COMMISSION;—TRANSPORTATION. 


The trade records show a decreased tonnage movement by the river year by 
by year, yet the total vessels and volume of business is still very large. A state¬ 
ment of the ri\er trade compiled by the Census Bureau for 1889 showed the mag¬ 
nitude of the commerce conducted thereon. From this statement we find there 
were 7,445 vessels plying on the rivers, having a capacity of 8,898,878 tons. For 
that year there were transported on the rivers 10,858,894 passengers and over 
81,000,000 tons of freight. 

As the important trade centers situated on the Mississippi River and its tribu¬ 
taries, such as New Orleans, Vicksburg, Memphis, Cairo, Paducah, St. Louis, 
Dubuque, St. Paul, Evansville, Louisville, and Cincinnati, have for some time 
past been fully served by the railroads, it is natural that the latter should share 
in the trade formerly controlled by the river craft. Asa consequence of the more 
expeditious movement and improved facilities afforded by the railroads, the river 
traffic has appreciably declined. This is shown by the decreased movement from 
the important trade centers situated on the river, and is further accentuated by 
the withdrawal or nonexistence of some of the steamboat companies which oper¬ 
ated on the river in the eighties and earlier. There is still a large business done on 
the river, however, on special commodities, such as grain, flour, lumber, sugar, 
molasses, cotton seed, and miscellaneous freights, both to points reached by 
railroads ami to way landings. 

The barge lines are important factors in river transportation on account of the 
large tonnage capacity and cheapness with which they can conduct the business. 

The St. Lou 8 and Missssippi Valley Transportation Company organized a barge 
line early in the eighties. It represented the consolidation of 8 barge compa¬ 
nies previously in existence. The St. Louis Merchants’ Exchange Report for 1882 
said of this company: 

“ The new organization has ample means and facilities for handling with dis¬ 
patch all the business that may be doing. * * * 

‘ ‘ In order to show how great the facilities of the transportation company 
alluded to are for handling the bulk grain, it can be stated that there are nowin 
nse 98 barges and 18 towboats. The capacity of a barge is from 50,000 to 00.000 
bushels, and it can be loaded quickly from the spouts of the elevators. A tow¬ 
boat will often start from St. Louis with 4 to 6 barges attached, or, in other words, 
with a cargo of from 200,000 to 800,000 bushels of bulk grain, besides other kinds 
of freight, as these barges are so constructed that any and all kinds of freight 
can be carried. The consolidated line has a capacity of moving 8,0u0,000 bushels 
of grain per month.” 

In November, 1900, a new steel barge line, consisting of a towboat and 2 
barges, went into operation between St. Louis and New Orleans. The boats are 
designed to draw not to exceed 9 feet of water, and great^uccess is predicted for 
them. This line will, of course, meet with strong competition from the old barge 
line, which is still in existence. The new barge line has already made 8 trips, 
and the owners seem to be very confident of success, although the last trip took 
54 days from St. Louis to New Orleans and back. 

In 1880, the receipts of grain at New Orleans by river were 15,702,004 bushels; 
of cotton, 1,087,522 bales. For the same year St. Louis received and shipped by 
river nearly 2,000,000 tons of freight. Since then very marked changes have taken 
place m the commerce movement of the Mississippi Valley. Railroads have been 
built into the territory formerly served by the river. The gradual improvements 
in roadbed, equipment, and general facilities of the railroads enable them to com¬ 
pete more actively with the river and conduct the traffic with decreased expense. 

Lines of railroad run close to the river on both sides, nearly all the way from 
New Orleans to St. Paul, and New Orleans to Louisville and Cincinnati. Aside 
from all these, there are other lines of road which detour from the river, yet con¬ 
nect the chief trade centers and control the traffic that was formerly taken to the 
river by rail and thence forwarded by boat. 

The statistics of river trade are very meager, but such few as are obtainable 
show that the business is not increasing. 

Coal received at St. Louis for the years named. 


1880. 

1890. 

1899. 

Bushels. 

Bushels. 

Bushels. 

1,639,875 2,038,500 

908,750 

40,252,481 67,489,725 

108,169,125 
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Tonnage received and shipped by river at St. Louis for the years mimed. 



1880. 

1890. 

1900. 


Tons. 

893,860 

1,037,625 

Tons. 
530,790 1 

601,862 i 

Tons. 

512,000 

245,580 

Forwarded.1 


In 1881 there were received at St. Louis 356,020 tons of lumber, logs, and shin¬ 
gles by rafts; in *890, 132,940 tons; and in 1900, 73,340 tons. 


Tons of freight by rail received and forwarded at St. Louis for the years named. 


Received .. 
Forwarded 


1880. 

1890. 

1900. 


Tons. 

Tons. 

1,096,524 

9,969,291 

15.375,441 

5.755,680 

5,270,850 

9,180,309 


The cotton receipts by river at New Orleans in 1880 were 64 per cent of the 
entire cotton receipts of lhat place; in 181 0, 20 per cent: and in 1899, only 15 per 
cent, showing a large decline m the river cotton trade. The rail receipts, on the 
other hand, were in 1899 over 300 per cent of what they were in 1880. 


Cotton receipts at New Orleans. 


1880. 

1890. 

1899. 

Hales. 

Hales. 

Bales. 

1.087,522 

425,828 

343,450 

027,577 

1,722,473 

1,905,177 


Of 734.027 barrels of flour received at New Orleans in 1899, only 71,962 were 
brought by river. 

Ot 37,479,500 bushels of grain received the same year, only 2,754,928 were brought 
by river. 

In 1884, New Orleans received by rail 1,135,272 tons of all kinds of freight; in 1900, 
4,212.600 tons, or nearly four times more. 

In the trade issue ot The New Orleans Times-Democrat of September last the 
river situation was summed up by Captain Drown, the traffic manager of a steam¬ 
boat line operating Irom New Orleans north, as follows: 

“Some years ago regular lines ot large, fine steamboats plied on fixed schedules 
between New Oilcans.’ Sr. Louis, Cincinnati, Louisville. Memphis, Vicksburg, and 
the lower river. This also applies to the tributary streams in Louisiana, Missis¬ 
sippi, and Arkansas. As the railroads opened, the patronage transferred by the 
shippers from the river boats to the rail lines began to have serious effect on the 
boats by a decided reduction in their revenue from passenger travel and freight 
shipments. * * * So much business was diverted irom the river to rail by 
shippers that as the boat lines would lose a boat or one would lor any reason go 
out of commission, the prospects for profits in building new craft were so uncertain 
that there was no inducement for the boatmen to replenish their fleets and keep 
up their trades." 

However this may be. the same trade issue of the Times-Democrat shows 207 
vessels belonging to the port of New Orleans, which were in service on the river 
and lake in July, 1900. 

The St. Louis Trade and Commerce Report for 1900 shows 6 steamboat com- 

E anies with 24 steamers plying between that place and other ports north and south, 
ssides 64 independent packets and towboats. 

At Memphis there is the Memphis and Cincinnati Packet Company, the Memphis 
and Arkansas City Packet Company, and the Lee Line of steamers running north 
and south therefrom. 

There were 29 steamers engaged in freight and passenger business in 1899 
between Cincinnati and other ports, representing a tonnage of 16,311 tons. 
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Notwithstanding the decline which of late years may have taken place in the 
river commerce, the Mississippi and its tributaries are now, as in the past, a 
potent factor in diminishing railroad rates and revenues. Nor must it lie thought 
that their influence in this respect has been or is confined only to the traffic 
which moves between the trade centers situated on the river. The complexities 
and necessities which confront the railroads in rate making are such as to make 
this river influence almost conterminous with the Rocky Mountains on the one 
side and the Atlantic Ocean on the other. 

The recognized principle for rate construction, educed from long, practical 
experience, horn of strife, competition, and rate wars between rail earners, the 
demands of rival markets and commeicial necessities of trade centers has rendered 
it im| eratiie that certain fixed relations shall he established in railroad rates to 
common points of destination from various points of origin. 

For instance: The river, as can be leadily understood, makes the rates from St. 
Louis to Memphis or New Orleans. The railroads running between those points, 
to get a share of the traffic, must necessarily offer rates approximating those made 
by the river craft. Chicago is not situated on the river, but it would be placed at 
a disadvantage as regards the Memphis or New Orleans trado if it were not .put 
upon a relatively fair rate plane with St. Louis. A railroad company having a 
line running from Chicago to Memphis, or from Chicago to New Orleans may 
have no interest whatever in St. Lou's industries, and, for this reason, might be 
very glad to give Chicago such rates as would enable it to compete with them. 
By so doing, the Chicago railroad builds up the enterprises of the town it is 
interested in and reaps the benefit of getting an increased traffic therefrom. 

There are many outlying towns of importance contiguous to Chicago. These 
also have their merchants and manufacturers who are seeking markets for their 
wares. Demands will be made upon the railroads which serve these outlying 
towns for such favorable rates as will enable them to maiket their products as 
against Chicago or St Louis. It may be to the best interest of one or more of the 
railroads that these demands be complied with Rival industries and manufac¬ 
turing cities farther removed, that would be affected in the sale of their products 
by the favorable rates given the others, would follow in making like demands 
upon the particular railroads which they support, with the result that relief 
would at once forthcoine. 

Then, too, railroads running from other towns situated on the rivers, such as 
Cairo, Paducah, Evansville, Louisville, and Cincinnati, are obliged to make rates 
to river points approximating those made by the boats; and inland towns, whose 
trade may be affected by these, make claims on the railroads which serve them 
for such an adjustment of their rates as will equalize their disadvantages. Thus 
the demand would spread, step by step, until almost the entire northern country 
had partaken in a measure of the low rates made necessary in the first instance 
by the river influence. 

Nor is this all, for, taking the converse of the situation described, the rail car¬ 
riers are confronted with a condition that abridges their power to uphold rates to 
and from the inland towns of the Southern States fully as much as in the Northern 
States. 

Mobile is situated on the Gulf of Mexico, 110 miles east of the Mississippi River. 
It has railroads reaching it which have no interest in New Orleans or its commer¬ 
cial growth. Its merchants and manufacturers <ompete for trade with those of 
New Orleans at common markets. The representatives of the railroads running 
from St. Lonis to Mobile say: ‘ While we have not the competition of the river to 
force a reduction of the rates to Mobile, we have the fact before us that New 
Orleans gets low rates by river and by rail. Therefore, to enable our merchants 
and manufacturers to compete in common markets with the New Orleans mer¬ 
chants, and thereby give our roads traffic for transportation, we will be obliged to 
make the same rates from St. Louis to Mobile as are made by the river lines or the 
railroads from St. Louis to New Orleans.” 

Montgomery and Selma, trade centeis on the Alabama River. 180 miles north¬ 
east of Mobile, compete for business in common territory with Mobile and New 
Orleans, They are favored with river transportation irom Mobile many months 
in the year. Their rates, therefore, from the North can be no greater than the 
Mobile rates pins these low Alabama River rates. The railroads reaching Mont¬ 
gomery and Selma, having no interest in Mobile or New Orleans, are desirous of 
getting all the traffic they possibly can to and from Montgomery and Selma. This 
can only be done by putting them on a fair plane respecting rates with Mobile and 
New Orleans. 

We next come to Meridian and Jackson, Miss.: Birmingham, Talladega, Gads¬ 
den, Ala., and Chattanooga, Tenn.. on one side; Columbus, Rome, Atlanta, 
Athens, Macon, Augusta, Ga., and other towns of importance, on the other side, 
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all claiming from the railroads which serve them to be put on such a plane respect¬ 
ing rates a8 will enable them to do business in common territory aB against New 
Orleans, Mobile, Montgomery, Selma, and one another. 

In the same way. Galveston, JiiO miles westof NewOrleans, has no river advan¬ 
tages, but the railroads serving that city, having no interest in New Orleans deem 
it proper to put it on a plane whereby the Northern products can be exported 
therefrom and its merchants and manufacturers be enabled to compete in North¬ 
ern common markets with those of New Orleans. This arrangement affects out¬ 
lying and intermediate towns between Galveston and the .Missouri River, and 
Galveston and the Mississippi River north of Vicksburg, all of which must have 
merited attention. 

It is in this way that specific rate differentials are established between trade 
centers interested in effecting sales of their products in common territory. By 
these means, industrial enterprises, remote from the river, are enabled to trade at 
business centers situated on the river in competition with those on the river; and, 
further, inland towns, remote from the river, are enabled to interchange trade 
between each other at much more favorable ratos then the ra Iroads would be justi¬ 
fied in making if the river influence did not exist. 

These river rates also affect the rail rates East and West, as well as those North 
and South. Tate gram, lor instance. Irom the Missouri River trade center. Kan¬ 
sas City, to New York; the rates that would apply on such traffic would have to 
approximate the rates from Kansas City to St. Louis plus the low barge rate from 
St. Louis to New Orle ins. This latter was as low as 4 cents per bushel the past 
year. Whatever rate is made troin Kansas City to the Atlantic seaboard must be 
made also from the other Missouri River gateways, such as St. Joseph, Leaven¬ 
worth, Nebraska City, and Omaha, or else all the grain west of the Missouri River 
would be tunneled through Kansas City. 

Some of the lines traversing Missouri and Iowa have no interest in St. Louis, 
and to get the most remunerative haul on the traffic, are desirous of taking it 
through to i 'hicago or other Illinois junctions to be transferred to the Atlantic 
Seaboard lines. 

The rates on traffic cast of the Toronto-Bnffalo-Pittsburg line, destined to the 
Southern States, may i e affected by the ocean carriers to and from North Atlantic 
and Southern ports. Railroads running into the Southern States by the Virginia 
gateways have to measure their rates by these if they should prove to be lower 
than those made by the influence of the Mississippi River. 

The Great Lakes, the St. Lawrence River, and the Erie Canal virtually dominate 
the rail-carriers' rates on traffic interchanged between the Eastern and Western 
States in a somewhat similar manner as the Mississippi River does traffic North 
and South. The rail rates are to-t adjusted between Chicago and New York in 
competition with those established by the lake and canal. Philadelphia, Balti¬ 
more, Newport News, ami Norfolk make claims f r less iates by reason of lessdis 
tauce than New York and not having as good facilities to export traffic. After 
much strife and destructive rate wars these claims have been allowed. 

Inland towns, remote from the lakes, in Pennsylvania. Ohio. Indiana, Michigan, 
and Illinois, take proportionate rates with thosn'from Chicago as their distance is 
greater or less than that of Chicago. This virtually means that every point ill the 
States named enjoys the full benefit of the lake and canal competition on seaboard 
business. On transcontinental traffic,or that beyond the Rocky Mountains, the 
Atlantic and Pacific oceans have for a long time governed the rates. Rates by rail 
from New York to San Francisco are measured by those made by ocean steamers 
via the Isthmus to Sail Francisco. By reason of the competition of manufacturers 
and merchants and commercial communities between tne Atlantic s 'aboard and 
the Missouri River, the Western railroads have been compelled to make the same 
rates to the Pacific coast from all the inland territory as are made from New 
York. 

We might go further and say that the rates which the American railroads make 
from the Pacific-coast points to the Atlantic seaboard on the silks and teas and 
other goods from China, India, and Japan are governed by the rates made via the 
Indian Ocean, Suez Canal, and Atlantic Ocean. 

The same may be said of onr cotton and cotton goods from the Southern and 
New England States to China, India, and Japan. 

The whole question of railroad rates can be summed up in the remark that the 
power of the railroads to enforce any given rates is circumscribed by the water 
carriers, and the maximum they can charge is prescribed by the rivers, lake, and 
ocean carriers. 

The reductions, however, in rates which the railroads are obliged to make are not 
at all times confined to figures f orced upon them by the water carriers. Compe¬ 
tition between railroads themselves, the necessities of trade, demands of rival 
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towns, and other influences have an effect in reducing the rate basis below the 
figures made necessary by water competition; but, as before silted, the maximum 
rates they can charge are governed entirely by the transjiortation charges made 
by the rivers, lake, and ocean carriers. 

It is owing largely to these reasons that rates in general have been constantly 
on the declin •• in 18 iix the lake and canal rate on wheat, Chicago to New York, 
was 22.79 cents per bushel; in 1899, 5.05 cents. The ail-rail rate in 108 was 42,0 
cents, and in 1899,10.20 cents. In 1882 the rate on grain, St. Louis to New Orleans, 
by barge, was 7.5 cents per bushel; in 1900 it was 4 cents. 

The average rate per ton per mile on the Illinois Central Railroad in 1878 was 
3.20 cents; in 1900 it was 0.5 mills, or lesB than 80 per cent of what it was 27 years 
before. 

In 1899 the average rate per ton per mile of all United States railroads waB 
seventy-two one-hundredths cent; in 1882, 17 years before, it was 1.28 cents, or 71 
per cent higher. 

A comparison of ihe rates charged on American and foreign railways in 1892 
produced the following results: 



| For pas¬ 
sengers 
per mile 

For freight 
per ton 
per mile. 


Cent*. 

2.14 

2 m 
3.05 
3.;«s 
2 25 

Cents. 

0.97 

1 32 

1 66 

1 59 
1.39 



France ....... 

Belgium. 


The American freight rates show by last report at hand that they are now over 
25 per cent less than above figure and that the passenger rate per mile is 3.002 
cents. 

The English railway reports do not give the rate per ton per mile, but a pub¬ 
lication by J. S. Jeans, of London, entitled " Railroad Problems" has this to say 
of English railway rates: 

"English railways practically work on the same tariffs to-day they did in the 
infancy of the system,"and "it, is piobable that the average ton-mile rate on 
English railways will not be much it any. under lid. (.1 cents), which is just 
three times the amount charged on the principal American lines. 1 ’ 

Three cents per ton per mile is more than four times the rates of the American 
roads to-day. 

The published all-rail rate of freight on grain from St. Louis to New York in 
1881 was 32 cents per 100 pounds. In 1897 it was I7( centB on corn for oxport. 
The actual rate was many times as low as 12 cents. 

The New York Produce Exchange Report shows freight rates on wheat, Chicago 
to New York, aB follows: 



Lake and 
canal, i 

Lake and 
rail. 

All rail. 

1868 . 

Cta. per 6mJ 
22.79 1 

Ct8. per bu. 
29 

Cts. per hn. 


9.15 1 

11.4 

17.7 


6.93 

11 

14.5 

1890. 

5.66 

6.63 

J 11.13 

\ >10.23 


1 Export. 

Grain rates by barge. 



St. Louis to 
New Orleans. 


Cta. per bu. 
o. 5 to 7.5 

4 

1900. 
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The St. Lonis Trade and Commerce Reports show rates of freight by river from 
St. Louis to Memphis, Vicksburg, New Orleans, and way points for the years 
named: 



ALL-BAIL BATES OP FREIGHT PROM ST LOUIS TO SOUTHERN CITIES. 


Flour per barrel: 

1882 . 

1900. 

Pork- 

1882. 

1900. 

Sack m ain per 100 pounds: 

1882. 

1900. 

Moats: 

1882. 

1900. 

Hay: 

1882. 

1900. 




- - 

Cents 

On f #. 

Cent 

45 

«5 


20 

:i4 


75 

115 

Ji5 

55 

82 

82 

25 

33 

33 

12 

20 

20 

2 i) 

35 

1 

35 

18 

30 

30 

25 

33 

33 

12 

20 

20 


The changes in these rates, as shown, represent the action and counteraction of 
the river and the railroads. As before stated, the rates from other river points and 
interior points were influenced and affected hy these reductions. 

All that would now seem wanting to fully complete the Mississippi River as a vigor¬ 
ous and active competitor of the railways and to secure to the producers of the 
entire Mississippi Valley low rates lor all time is a sufficient depth of water at the 
mouth of the liver to float ships of 15,000 or 20,000 tons. If this deep water were 
attained, ships would be enabled to carry larger cargoes, and, as a consequence, 
could afford to materially reduce freight rates to foreign countries on the valley 
productions. 

We export per annum over 2,000,000,000 pounds of provisions, 500,000,000 bushels 
of breadstuff's, and ?,000,000 bales of cotton. Notwithstanding the greater part of 
these products is raised in territory much nearer the Gulf ports than to the Atlantic 
ports, yet only a small percentage of them find an outlet via the Gulf ports. If 
larger ships could enter the Gull ports, the ocean freight rates would be so cheap¬ 
ened as to permit a full share of these exports to seek those outlets. The competi¬ 
tion that would arise from this between the railroads running to the Atlantic sea¬ 
board and those running to the Southern ports would of itself have a tendency to 
reduce the transportation charges millions of do.lars \ early. A reduction of rates 
of 2 cents per 100 pounds on the export quantity of the three commodities named 
would amount to a saving to the producers of $0,900,000 yearly. Any one con¬ 
versant with the competitive action of railroads would not, under the new condi¬ 
tions which would then obtain, consider a reduction of 2 cents per hundred pounds 
excessive. Nor would this he all. The rates on the shipments for domestic use 
would be largely influenced by the reduced export rates. 

It would therefore seem that a yearly expenditure sufficient to insure deep water 
in the mouth of the Mississippi River would be repaid more than tenfold in the 
benefit to the producing community that would inure therefrom. 

Q. (By Mr. Litchman.) You gave some statistics in relation to the decrease in 
the transportation of lumber to and from St. Louis, and your remarks lead me to 
ask whether or not the depletion of the forests in the territory tributary to the 
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Mississippi River has had any effect on that decrease in the shipment of lumber?— 
A. Yes; it has. But the decrease is largely accounted for by the doing away with 

the middleman. Twenty years ago Chicago was a very large lum er market. 
The lumber cam ' down by ship from northern Michigan and Wisconsin and was 
handled in Chicago and sent out by the railroads to Illinois, Iowa. Missouri, and 
all through the Western prairies. To-day there is some lumber coming out, I ut 
the railroads have built into the lumlier regions and the cars are loaded at the 
sawmills and go through to their destination, doing away with the Chicago middle¬ 
man. And that seems to be the tendency in every trade. 

Q, Has there been any effect from the development of the lumber industry in the 
South?—A. Yes. The receipts of lumber from the South to-day in Chicago are as 
large as the shipments of Northern pine, whereas 20 years ago there was scarcely 
a car of Southern pine to be found there. 

y. Do not these shipments seek other outlets as well as St. Louis? Are not ship¬ 
ments made at other places than St. Louis?—A. Northern Minnesota, Dubuque, 
Clinton,iowa-all those points on the river have the lumber rafted down from the 
Wisconsin rivers in the same way that St. Louis had in the olden days. 

Q. A proper analysis ol your figures ought to take into consideration whatever 
modification there is by reason ol these facts you have just stated?—A. 1 merely 
gave those facts with reference to the lumber I did not include them in the gen¬ 
eral statement of tonnage. I gave them by themselves because it would not be 
fair, I suppose, to attribute the decrease entirely to the railroads. 

Q. Would the same influences that would tend to decrease the river shipments 
of lumber also tend to decrease the shipments of the same material by railroad?— 
A. No; the shipments by rail would be decreased in the same way that the river 
shipments would be by the depletion of the forests; but the railroads might be 
increased by taking away from the river und going direct from the forest to the 
consumer. 

Q. (By Mr. Ci.arke.) I would like to inquire if the railroad companies have 
any interest in the new steel barge lines on the rivers?—A. None that I know of. 
Of course we are looking with a great deal of interest on this new barge line. 
That is the reason why 1 happen to know it was 5-1 days making the trip. We do 
not care about it being very much of a success. 

Q. Suppose some important railroad interest acquired control of those lines. 
Suppose, lor instance, an Atlantic seaboard line acquired control of those barge 
lilies, how would that acquisition be likely to affect the traffic of the Illinois Cen 
tral Railroad, north and south?—A. That could be answered in two ways. If an 
Atlantic seaboard line controlled the barge lines, it might possibly advance rates 
on the barge line to snch a degree as would make it more remunerative for the 
Illinois Central to haul grain by rail. But the very fact that the Illinois Central 
would hanl the grain by rail would be a detriment to those Atlantic seaboard 
lines, because the Illinois Central is in competition for the grain business of Illi¬ 
nois, of Iowa, Missouri, and Nebraska. 

Q. Take the converse of the proposition. Suppose the Illinois Central got con¬ 
trol of those barge lines, how would that be likely to affect the traffic on the river 
And on the roads paralleling the river and on the Atlantic seaboard lines'—A. 1 
suppose I can answer that by telling you what it is that influences our rates 
to-day. It is the rates of the Atlantic seaboard lines more than it is the river. 
The river comes in from time to time, but we are always obliged to meet these 
Atlantic seaboard lines traversing Illinois and running to the river. There areso 
many of them it is very hard to keep track of them and know wbut rates they are 
making. 

Q, Let us carry this question a step farther. Suppose these Atlantic seaboard 
lines become practically operated under one policy and community of interest if 
not a consolidation. What effect will that be likely to have upon the course of 
business and on the roads?—A. A very salutary effect upon the course of business, 
and possibly a saintary effect upon the roads, but not such a good effect upon the 
rates as upon the business of the entire community, and for this reason: The 
trouble with the rates to day is not in diminishing the revenues of the railways so 
much as it is in wiping out or exterminating business men of all kinds excepting 
the large enterprises that have large volumes of freight to offer and get induce¬ 
ments. The railroads are as much against that as they possibly can be. With 
these combines that you speak of bringing a number of roads under one manage¬ 
ment, as it were, or under one given policy, the first thing that would be done 
would be to give everyone equal rates. The small dealer and the small manufac¬ 
turer could live then as well as the large one. That is the way it strikes me. The 
benefit to the railroads, to be sure, would come from the fact that they would not 
b, obliged to make these reductions in rates that they are now obliged to make 
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by the action of some unscrupulous lines, winch are not as good physically as 
their own and which can not get the business at the same rates; but they are there- 
and they have got to have the business at some rate. 

i,). Suppose there should be a community of interest between the Atlantic sea¬ 
board lines and the Unit' lines, both water and rail, how might that affect some of 
those cities on the Gulf and on the Atlantic coast?—A. I am glad you brought 
that point up, because 1 tnink I would have overlooked it. It is something I have 
thought of. From what I say 'in this paper with reference to this competition of 
merchants and manufacturers m trade centers, I thin * that it would be impossible 
for any railroad to-day to withstand the reasonable, wbat l wight term the legiti¬ 
mate, demands of any town or any community to which it runs. Of course we 
can no! say that it would not have the power to do so, bill 1 know that the prac¬ 
tice is entirely different from anything of that kind. The interests of the railroad 
and the community are mutual but. apart from that fact, if the demand is to be 
put upon a relative y fair plane, so that the community or the trade center will 
be ah e to do business in competition with some other trade center, it. seems to me 
the railroad traffic officer can not resist it Thirty years ago. m accordance with 
instructions received from the general freight agent of the railr ad with which 1 
was then connected 1 billed a particular kind of freight, openly, at la cents per 
one hundred pounds between two go en points, for one shipper and, at the same 
time, at i»cents per hundred pounds for other shippers. The res ective shippers* 
knew this was being done, but I do not remember that any objections were made. 
It seemed to bo all right then, as the party who received the lower rate shipped a 
hundred times larger voli me than the others. I can not imagine such a thing 
happening to day nndei any circumstances. Since then there has been a change 
in the way ot thinking about such matters and a radical change in the way of 
action. 

There is not a merchant who comes into a railroad traffic manager’s office to day 
and la\ s down a proposition which is reasonable and logical that will not receive 
attention nor simply because he has the power will the traffic manager resist it. 
Undei the conditions of the situation he can not go against what is logically right, 
I do not know of a railroad man whose mind runs in any other direction. I know 
they are charged sometimes with being arbitrary, but I speak iiou experience 
when I say they want fo be fair. 1 meet them all nearly every w< ek. 

Then it is your belief that if the railroads can become emancipated from the 
slavery of ruinous cutthroat competition they will necessarily be operated upon 
strict business principles - A 1 have no reason to think otherwise. 

Q. Suppose there is a pull from competing cities in opposite directions. To 
make the case concrete, take New Orleans and Boston, both export cities of grain. 
Assuming that the mouth of the Mississippi is deepened, as you suggest, so that 
the \essels ot deepe-t draft can trade there, how would that competition he likely 
to allect the present g am export business of Boston?—A. It would possibly take 
from Boston a share of the brndne^s that it is now doing also from New York and 
from some of the other Atlantic ports; possibly also from Montreal. But it could 
not do it unless there were cheaper rates than now exist. 

Q. You think, then, the present rates are rather favorable to the Eastern cities?— 
A. They are, by reason ot the fact that the ocean carriage from the Eastern cities 
to European points is less than it is from the Gulf ports, made so largely by the 
fact that not as large ships can enter the Gulf ports as can enter the Eastern ports. 

Q. Then the matter of time has something to do with it?—-A. It takes possibly 
50 per cent more time from the Gulf ports. 

0. Is there a considerable development of the coal industry in the Mississippi 
Valley as a result of the building of lines to the Gulf?—A. No; there is no export. 
The only development is the consumption of the towns. I think there has been 
very little export; possibly a little from Pensacola to the West Indies, or from 
Mobile. Theie has been none from New Orleans. 

Q. A few years ago the president of the Mexican Central Railway told me that 
she people of Mexico imported coal from Cardiff, Wales, to Vera Cruz more 
cheaply than they could buy Southern coal hundreds of miles nearer, simply for 
;he want of good rail connections between the Southern coal mines and the Gulf 
)orts.—A. How long ago was that? 

^ tfive or six years ago.—A. Well, since then there have been great improve- 
nents made In fact, in the last 10 years there have been great improvements made 
n the physical conditions of railroads—the ballasting of tracks, cutting down 
>f grades, widening of embankments, and by putting down heavier rails and add- 
ng larger and more powerful engines and larger cars—so that the cost per unit of 
.raffle has been greatly decreased. You can readily understand that if an engine 
;an haul 25 cars, and by cutting down grades and adding larger engines and larger 

16a-28 
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cars it can haul, say, 300 or 400 tons more, the cost of carrying this extra tonnage- 
would be comparatively little. What the railroads can do now is entirely different, 
particularly the Southern roads, from what they could do 10 years ago. 

Q. (By Mr. Ripley.) You have spoken of the competition of water routes as if 
it compelled a rate, we will say from Chicago or St. Louis, to a great number 
of points in the South. By that do you mean to imply that there are steamship 
lines actually plying by the Southern rivers to Montgomery, Macon, and other 
points? Is any large amount of traffic actually carried down the Mississippi and 
then up these different rivers? - A. I think there is not at the present time. It is 
a fact, as I have heard it said by traffic gentlemen at some of our meetings, that 
in the springtime, from year to year, boats do run from Mobile to Montgom¬ 
ery, but I was in hopes I had made it understood by my paper that, irrespective 
of the Alabama River being in operation from Mobile to Montgomery, the trade 
conditions of Montgomery are of such a character, inasmuch as the merchants 
were competing in common territory with New Orleans and Mobile, that Mont¬ 
gomery and Selma would have to get such rates as to put them on a plane with 
New Orleans and Mobile on account of the low rates to these points. 

Q. It is not, then, the competition of routes up these rivers which determines the 
low rates, but competition between trade centers?—A. I think- the competition of 
the rivers made the rates in the first place, and the differentials established at that 
time obtain to a large extent now. The trade centers are one influence, but there 
are a great many influences that make a proposition. For instance, a proposition 
is made at a traffic meeting by the lepresentative of some one line f r a lower rate 
than exists on some particular commodity from some given point on his line to a 
common trade center, which may also lie on his line. The commercial conditions 
prevailing may necessitate this change in the rate. A representative of another 
rail line may immediately announce that if the reduction is made he will be obliged 
to make a corresponding reduction from a point on his line, probably a hundred 
or more miles away, to enable his patrons to market likecommoditiesat the common 
trade center. This may be followed by propositions Irom representatives of half 
a dozen more lines, all claiming reductions to meet the new change. Various 
influences here insert themselves, and, after hours, and perhaps days, of contentious 
argument, a compromise is effected on the basis ot establishing certain fixed dif¬ 
ferentials between the various shipping places and the common trade center. The 
result obtained supposedly enables all the lines having an interest in the business 
to do a fair share of it in the common territory. 

Q. Is it not true that the defense set up before the Interstate Commerce Com¬ 
mission and the United States courts for the low rates granted to these important 
Southern cities has been that water competition existed?—A. 1 think that is true, 
but you understand that while there may be no competition to-day—that is to say. 
while there may be no business taken to-day—if the railroads weie to put rates up 
to what you might call normal rail rates, to-morrow or the next day a boat would 
be in there. 

Q. Suppose a boat line wer<“. started on one of those rivers, what would be the- 
attitude of the railroads?—A. They would probably meet the rates for the time 
being. They do not want to see their trade taken away. 

Q. Wouldn't they endeavor to crush out that competition?—A. I do not know 
as there is that feeling, a desire to crush out. They would protect themselves the 
same as they would from a rival railroad, feeling that they would not want their 
patrons to go to another carrier. 

Q. The point. I wish to make is this: Is it justifiable to assert that the rates are 
made by water competition when, as a matter of fact, that water competition does 
not exist, because the railroads have either killed it out or have power to kill it 
out?—A. I would answer that question by saying that railroad rates rarely ever 
go up, strange as it may seem to the outside public, who believe they do. 

Q. You mean they do not directly advance?—A. Directly advance. This is 
Shown from reports and from the united experience of the roads. There may be 
In some cases possibly a change of classification of some particular things, but I 
do not know when such changes have taken place. 

Q. Is it not possible to advance rates by changing the classification?—A. It is. 

O. And that has been done?—A. That has been done. It was done in the East 
last summer, but there were also reductions made. 

Q. Your statement, then, should be qualified?—A. Yes: to that extent; but when 
the rates have been established in the first place by this water competition they 
Are not afterwards easily advanced. The merchants and manufacturers adjust 
their prices and their business operations to them, and the railroads merchants, 
and manufacturers of interior towns adjust their prices to these, so that afterwards, 
if the water competition is eliminated, it is not an easy task to advance the rail 
rates wifcliout a ganeral disturbance of fixed conditions throughout a large territory. 
-Railroads are reltjptant to disturb conditions of long standing and possibly bring 
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upon themselves a censorious public opinion. I do not say that an advance could 
not be made, but I know of no case where rates have been put back to what they 
were formerly, or to a higher basis, simply because of the destruction of water 
competition. 

Another reason why the rates are not advanced when this competition is elimi¬ 
nated may be the traffic officer has occasion to express views on these competitive 
rates from time to time, measures other competitive rates by them, and from long 
association and working traffic under them for years they finally, perhaps, become 
crystallized in his mind as proper figures for the traffic 10 which they apply. JJ« 
could not readily disassociate his mind of the idea that as business was for a long 
period worked under such rates and the correlated conditions adjusted to them, 
they should still prevail when that which first enforced them no longer exists. 

(f The classification committee not controlled entirely by his road introduce*, 
changes over which he had no control/- A. Yes. but the changes can not be made 
on his line without his assent. When you speak oi this classification having been 
advanced, it might be in this way: There are probably 0,000 or i .000 articles in the 
classification, and they are rated, say. from 1 to (». There are a great many articles 
shipped that will not come within the line of any of those classes, from 1 ton; that is, 
commercially they can not stand the rates charged in the classes. They are. 
therefore, taken out of the classification, and are given what are called commodity 
rates. Those commodity rates are special rates to meet tho situation, to enable 
those commodities to boshipped. They could not be slopped if they were charged 
the rates of the class to which they Wong. Now. in this change in classification 
you speak of. tho advance was by reason of iheadvam o in price of a great many of 
these commodities. The railroads lound that they cmild be relegated back to trie 
class to which they originally belonged. That is wheie advances were made; at 
the same time then* were reductions made 

Can you specify any such changes made in the Southern das ideation?—A. 
That was chiefly in the official classification, and we do not use that in the West. 

Q. In which classification is your road'—A. The Western classification and 
also (lie Southern. 

Q. Coming back again to competition, you have spoken of the possible compe¬ 
tition of river lines, which, however, does no!, exist in all cases. You acknowledge 
that condition, do you not. that on many of these rivers steamers are not operating 
at the present time?—A. Yes: but the rates which were charged at the time they 
were operating still govern. 

( t ‘. And you acknowledge that if steamship lines were started on those rivers 
the roads would, as a business proportion, have to protect themselves? -A. Yes. 

(.*>. (By Mr Fakvuii \r ) Are there any lines that you know of on Southern riv¬ 
ers outside of the Mississippi and its tributaries, such as the Warrior, the Chatta¬ 
hoochee. etc., connecting different cities with one another?—A. The Tennessee 
and tho Cumberland have boats running at the present time, also tho Arkansas 
River and the Red River. 1 understand. 

(,). (By Mr. Ricle^. ) We are referring to the rivers on the Atlantic and Hnlf 
coasts, are there any lines rcgulaily plying on those rivers ,J —A. I do not know of 
any; I am not in a posit* 011 to know, as we have no lines east ot Mobile. 

Q- If y°u were compelled to transact all your business at the per-ton rate which' 
you charge on your through shipment, to New Orleans, could the road remain 
solvent/ -A. No. sir. I>o you mean by that that il wo were to make all the rates 
on an average rate? 

If you were to make all rates on av< rage rates, could you? Is it not true that 
the railroads recoup the loss on very cheaply constructed through business on the 
high local rates/ I would like to have you expia n A. I would like to qualify 
my previous statement if I conveyed the id'*a to you that if we carried all business 
atmi average r.,te the railroad could not be o| crated. I was wrongthere, because, 
if Wb hauled all freight at an average rate, wo could get just as much money as 
we are getting now. The railroads would be very glad to get the a\ erage rate on 
everything, but the trouble is we can not get an average rate for acai of coal, for 
a ear of lumber, nor for a car of grain A great many of those staple commodi¬ 
ties we can not get an average rate for. we can get an average rate for a car of 

merchandise. Now. your other question was with regard to- 

^ (Interrupting.) Distances; that is to say, is it nut true that on the lines which 
operate parallel to the Mississippi the rates irom the local poiutB away from the 
river are very much higher than the rate from points farther distant from New 
Orleans, which, however, are uot subject to river competition?—A. The rates from 
points remote from the river are higher than the rates to points on the river, nec¬ 
essarily. The raiToads, I think, could not successfully operate their roads, par¬ 
ticularly the Southern roads, if all rates were reduced to the basis of the rates made 
necessary by river competition. 
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O. In other words, you are able to met t river competition at river points by 
making up what you lose on that trailic on increased local rates? Is thatnot true.'— 
A. No; it is the old question over again. 1 would say it this way. The railroads 
at the interior points have given rates that, with the best knowledge they can 
bring to bear on tliem. are reasonable rates. Such rates enable the towns and 
communities to which they are offered to do business in certain territory. The 
railroads then come to the river. They find the situation at the river such that 
they can get traffic only by making a ceitain rate. The rate which it may be nec¬ 
tary to make at the river may be very low—it may be half the rate; it may be 
one-third of a reasonable rate tor interior points—but it does not necessarily fol¬ 
low that by making that rate the road is losing money, which it has to lecoup 
from the other points A rate that will enable a railroad to add to its receipis 
more than to its expenses will not cause a loss of money in the sense that I under¬ 
stand you to use in putting the question. 

<^. By losing money 1 mean pay all its interest on its bonded indebtedness and 
dividends upon a fair return of capital invested in the stock.—A. Yes; that is so: 
a road can not pay all fair returns on such rates, but it can add to its receipts 
more than to its expenses, and by reason of that fact it is enabled to give interior 
points belter rates than it could otherwise give. 

O. In other words, this local discrimination helps, does it not, the local point as 
well as the competitive?—A. At the competitive point—the railroad is obliged to 
take the goods at the rates offered or relinquish them. By taking the goods at such 
rates it makes a little profit. It does not make all the profit that is necessary, but 
by reason of the fact that it makes a little profit, it is just so much better able to 
give rates to those who have not these geographical advantages. 

O. Are the steamships between Memphis and New Orleans, we will say, able to 
make up on higher local rates at river points for what they lose on competitive 
Memphis business where the railroad touches tho river in the same way that the 
railroad is able to make up by increased local charges? To be specific. 1 find in 
the Interstate Commerce Reports, volume 8, page nil, a case involving cotton rates 
from Memphis to New Orleans, and the statement there made is that the rate from 
Memphis to New Orleans per hundred pounds of cotton is 17 cents through Holly 
Springs, while Holly Springs, being 15 miles nearer to Now Orleans, has to pay 
40 cents a hundred pounds. My question is this: is not the railroad at an ad\ an- 
tange over the steamship line by being able to charge those higher rates at local 
points, an advantage which the steamship companies do not en;oy. because there 
are no local points on which they can charge 40 cents in order to meet the loss of 
the partially lessened profit at tho Memphis point, where the rate is 17 cents'—A. 
I think that at the way landings- such places as are not situated on tho railroads— 
the rates are much higher than they are at points like Vicksburg and New Orleans, 
and that the steamboats do charge more. I would like to say in connection with 
the Holly Springs rate that Holly Springs, by being within 45 miles of the river, 
gets the advantage of tho river rate of 17 cents by the river. All that the Holly 
Springs rate can be to New Orleans is the 17-cent rate plus the rate from Memphis to 
Uoily Springs, and if Holly Springs were not so near the river the railroads, instead 
of charging lOcents, would be obliged, and from the revenues and theinterests paid 
by the Southern railroads would be justified, in charging more than JO cents. So 
far as the Southern roads are concerned, the last report of the Interstate Commerce 
Commission shows that while the roads south ot the Potomac and the Ohio ri vers 
and east of the Mississippi River have 17 per cent of the mileage, their earnings 
have been only 12.5 per cent and that—I have the figures exact—-they only paid 6 
percent of the entire dividends paid by all the railroads of the United States, where 
their share ought to be 17 per cent. They had some §782,000,000 capital and bonds 
upon which nothing was paid. 

( 3 . Understand me, 1 am not criticising this practice at all. It seems to be a 
necessity of the business, but a witness before this commission, who represented 
tho steamship companies, has testified that, as a matter of fact, in the competition 
between waterways and railroads it was not the waterway which made the rate, 
but the railroad. In other words, that the Illinois Central makes the rate which 
the steamers have got to meet, rather than that the steamer makes the rates which 
restricts charges of the Illinois Central.—A. 1 have no doubt that is so eventually. 
It must be so. As I stated, the present rates are the result of action and counter¬ 
action on the part of the steamboats and the railroads. 

6. He testified that it is the steamship companies that suffer by competition 
rather than the railroad which was underbid. He testified that irom the local 
points—we will say between Memphis and New Orleans—on the river that there was 
no way of recouping by higher rates: that nobody could expect that at any point, 
and that consequently to a point two-thirds the way up to New Orleans from Mem¬ 
phis the rate would be approximately two thirds of that Memphis rate—17 cents; 
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so that the steamer company is getting from a point two-thirds thewayfrom Mem¬ 
phis two-thirds of I? cents, whereas the Illinois C'eutr.il from a point within the 
line is getting 40 cents, and that con- equentiy the railroad has a great advantage 
over the steamship compary, and that it is the railroads which have driven the 
steamers out of existence.—A. 1 do not understand the steamboats would charge 
two-tliirds of the rate to a | oint simply because it was two-thirds of the distance 
They generally have a blanket rate, and while the rate is 11 cents from Memphis, 
where they could load boats, down farther thoy charge $1 a bale, which would be 
ill) cents a hundred. , 

Q. (By Mr. Faucjuhak.) Can yon give the difference in your operating expenses 
from Chicago to Cairo and from Cairo to New Orleans' A. That is not a part of 
my business; 1 do not think the accounts are I ept. There is no division of the 
operating expense. 

Q. Have you any idea what the difference in the volume of traffic is?--A. I 
made a statement some years ago lief ore the Interstate ('ommission, and i think I 
showed that on Northern lines-the lines north ol Cairo-the ton miles to the 
miles of line were tour times North wiiat they were South. 

4- (By Mr. Rn'I.ky.) Von have spoken at length ol the great decrease in 
fi eight rates m the last .to years. Vour statistics, howexer, almost entirely dealt 
with through rates, did tliev not' -A. The statistics deal! with through rates, but 
the statement that I have given here includes all rates—that is, the rate per ton 
per mile. 

4 Would you bo willing to say that there has been a coriesponding reduction 
Of local rates upon the raVroads of the United Slates as a who eof which von have 
any knowledge -A. No: 1 do not think theiewouid be a corresponding reduction. 

4 - Has there been any reduction?—,\. Oh, yes; from time to time. 

4. On the Illinois t ‘entral. with which you are familiar, can you state anv spe¬ 
cific instance in which local rates are less than they were years ago?-A. Yos; 
our rates on cott »n have been revised, I think, two or three times, and there were 
reductions in merchandise on Southern lilies, The rates in Iowa and other Slates 
have been revised. 

4- And these have involved a substantial reduction of the local rates to which 
we refer specifically''-A Yes. because they have distance tariffs on all classes of 
commodities ill various States. 

4- The point I wish to inquire about is time Does not that excessive reduction 
of through rates to which you refer entail a burden on the railroads? Are they 
not doing business at less than they could afford to do that same business were 
they not able to make some add d profit from local rates; Ihat is to say, includ¬ 
ing the interest on the capital invested? Do 1 make the qir st.ion clear?—A. i f the 
railroads did not ta e tills competitive business at these low rales they would lose 
bo much ievenue- for instance, say it was III cents a hundred, and that they were 
obliged to charge go cents from local places, they are ob.iged to take the through 
freight at the ! 0 cent, rate or not take it at all. By taking it at ID cents them is 
not a loss They can not, to lie sure, ] ay the pro rata ol interest 11)1011 bonds and 
stock and other things, hut they do add something to their receipts more than the 
amount they pay out. I would put it this way: 1 will divide the whole expense 
ot the rai road up into three parts, and I will say that one part, or one third, is 
interest on stock and bonds: 1 will say that another third is the fixed expense of 
maintenance o! stations and station grounds salaries of the general officers, legal 
officers, division officers station agents, cler. s, telegraph operators, bridgemen, 
section-road men, and ail that class which it is necessary to retain, whether the 
competitive business is or is not taken. Wo have in these two thirds ot the entire 
expense, which might lie termed a "fixed expense' that goes 011 whether we haul 
10,000,001) or 20,0(10,00 I tons. We have another expense, the other third, that I 
will term the "movement expense." This consists of the wages of engineers, tire- 
men, conductors, and brakemen. the locomotive and car repairs. Itiel, ml. waste, 
water, and wear and tear of rails and tract', in the operation of the rai roads of 
the United 8t.a es. the average expense of the these three respect ne nnisious of 
(he service will approximate the proportions given. As competitive traffic is 
ottered at certain specified rates made for ns by inti nances beyond onr power to 
control, change or affect, the ijuestion to he first determined is will it pay this 
" movement expense ” The other two-thirds expense goes on xx hether we take it 
nr relinguish it. Any amount in exce-s of tins •• movement expense ' that, can be 
Obtained is just so much more thin can lie applied toward meeting the fixed two- 
thir. s expense and thereby enables us 10 make the burden so much lighter for the 
local or noncompetitive traffic. As before stated, the expense attendant upon 
cne transportation of competitive freight which a railroad can secure only on 
condition that it charges ceriaiu specified rates made for it by outside influences 
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entirely oeyond its power to control, change, or affect, is the actual outlay which 
its movement necessitates. If the railroad plant and other facilities are ample to 
enable it to transport such freight without further outlays, then it will he seen 
that the expense incurred will not be in proportion to that of its regularly estab¬ 
lished business. Nor will the movement of competitive freight always incur the 
entire expense emltraced in the several items named comprising the “movement 
expense.” 

The “movement expense” of such traffic might be decieased considerably, 
according to the different conditions or exigencies that might present themselves. 
For instance, if the traffic were offered at a time when empty cars had to be returned, 
the item of wages, fuel, and other supplies, together with repairs of locomotives 
and cars, would not properly enter into the cost. The expense incident to thef-e 
would be largely incurred with the movement of empty cars as well as with loaded. 
Then, again, if the preponderance of tonnage was in the direction opposite that to 
which the competitive business was destined and such business enabled the carrier 
to load up fciainsthat would otherwise be bail ed light, the expense of the new 
competitive business would be inappreciable. Neither would this competitive 
business entail a proportionate share of the large expense of maintenance of track, 
bridges, and culverts, which constitutes a large part of this one-third “ movement 
expense. '' The wear and tear of these are not in direct ratio to the tonnage trans¬ 
ported. The wear and deterioration caused by the action of the weather, the repairs, 
renewals, and cuttings of embankments, of the masonry, ballast, and road cross¬ 
ings. the disintegration of ties, bridges, and fences would go on just the same 
whether this competitne business was or was not hauled, so that it would not be 
proper to charge such extra business with a tounage proportion of the expense of 
their maintenance. 

Keeping in view these many influences, it will be observed that many of the 
items comprising the “movement expense" already incurred by the then existing 
business would not bo changed by the addition of the new competitive traffic and 
that the entire expense of its movement wou’d in many cases be inappreciable. 

From what I have said, it will be seen that th<* difference in a rail-carrier's rates 
can sometimes be very great, and yet it can not lustly be affirmed of them that 
some are unreasonably high or others unreasonably low; that the expense which 
a traffic under certain conditions adds to the already existing expense of a railroad 
may he eoxered by very low rates without injury to any community or locality, 
and yet the rates which it may be necessary to charge upon other traffic must of 
necessity be higher m order that the ontire cost may be covered and the property 
be safely and successfully operated. Any prolit, therefore, there may be in the 
transportation of a competitive traffic- and from what has been said as to the 
expense, I think it will be conceded the rates would have to I e exceedingly low 
before there was no profit-relieves the local or domestic traffic of so much of the 
burden of meeting the fixed steady expense, and that so long as the receipts from 
this competitive traffic are in excess of the expense incut red for its transportation, 
there can be no such thing as recoupi ig loss on low-rate competitive business 
by charging higher rates on local traffic, no matter how large a difference there 
may lie between the two rates. 

q. Suppose that this competition which has brought the rates on through busi¬ 
ness, the shipment of gram to the seacoast, down distinctly to the level and almost 
to the cost of moving, will not the elimination of that competition by community 
of interest in some way, perhaps, have a beneficial result in preventing the further 
progress of that decrease in rates which is a loss to the railroad, if yon put all 
expenses together?--A. It might do that. It might prevent this gradual decrease 
in rates that you speak of, but the things that have operated in the past largely 
to reduce these rates, the rivalry of towns that may be situated on different roads, 
and the necessities ot commercial communities will continue to operate. Manu¬ 
factures will come on one road and they will compete with manufactures probably 
three or four hundred miles away to get into a common market. They may not 
be able to get the raw product as cheaply as their competitors, and this disad¬ 
vantage will have to lie equalized m some such way as by a reduction in rates. 
So it seems to me that the railroads that serve particular coramun ties—trade 
centers—can not resist the demand for putting those people on a plane whereby 
they will be enabled to do business, to build them up, build up the railroads, and 
build up the towns. 

Q. Is there any community of interest going to be powerful enough to pre\ ent 
that recognition of trade centers?—A. I do not think it can run against the public 
opinion or the necessary demands that would be made. 

Q. Does not that trade competition between centers < onsist in the giving of 
special commodity rates, rebates, and other acts of discrimination which are not 
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granted to certain individuals but to towns?—A. I think there in very little of that. 
The practice was in vogue before the interstate law went into effect. They uid 
have special rates from special towns to certain territory—that is. from large job¬ 
bing centers—but all the merchants had those rates from those towns. I do not 
know that it is in operation now. 

Q. You are familiar with the basing-point system of Southern States?—A. Yes. 

Q. What determines whether a particular town shall be a basing point or not? 
Will you explain that system, for the sake of the record?—A. It virtually is about 
the same as I have stated in my paper, that the minute a town has grown to any 
importance, and it has got a certain number of lobbers that can trade in the 
outlying districts, then it gets rates that are related to rates made other jobbing 
centers. These would start, say. for instance, from a point like Atlanta, or like 
New Orleans, and gradually extend to other towns that were of sufficient com¬ 
mercial importance to justify them in receiving as good rates as the others. The 
rates are not always the same to the different points, but their relations to each 
other are such as to enable each place to trade in the outlying territory that might 
be claimed as naturally tributary to it. 

Q. What determines whether a place shall be a basing point or not? Is it not 
in some degree arbitrary?-A. It is arbitrary, but the place must have some job¬ 
bers; that is. what we call jobbers—some wholesale houses that trade in the 
outlying districts. 

C^. It involves an infraction of, or an exemption from, the long and short haul 
clause of the Interstate Commerce Commission, does it not'-'—A. It does. 

Q. Do these basiug points exist at all in the territory in which the Illinois Cen¬ 
tral Railroad serves, or does that railroad observe the long and short haul clause?— 
A. The Illinois Central observes the long and short haul clause, with, however, 
some exceptions, like Jackson, Miss , and a few other points. 

(^. Could it bo possible for any other ,obbing centers to rise in competition with 
Jackson, Miss., so long as you dropped these basing-point rates to that center?— 
A. Basing-point rates were there before the interstate law was put in effect, and 
we base the rates now on river rates to Vicksburg plus the rail rates. Basing 
point rates at Jackson, in the first place, arose from the Vicksburg river competi¬ 
tion. In the second place the rates at Meridian, a competitor of Jackson situated 
on other railroads some 1)0 miles away, makes the practice necessary at Jackson. 

(J. Can you moet competition from New York jobbers in the Mississippi Valley 
territory by rates which are granted Chicago jobbers in that same territory?—A. 
The rates from both places are related. We can not change a rate to-day from the 
West without demand being made for reduction in the New York rate. 

Is there any complaint on the part of trade centers in the Middle West—Chi¬ 
cago. St Louis,and other places—that they are unable to compete with New York 
in tho Mississippi Valley territory?—A. In the Southeast we givo a certain terri¬ 
tory the name Mississippi Valley. While the section is all Mississippi Va'ley. that 
east of the Mobile and Ohio railroad, which is about 100 mi eseast. of the Mississippi, 
is especially so m our nomenclature. Tho Illinois Central has full and complete 
control of that section and makes such rates from Chicago and from other points 
as will enable those people to go into that Mississippi Valley territory. There is 
trouble, however, on territory east of that, as you say. 

Might there not be a lino along the junction of those two territories where 
competition from New York as a trade center on one side and competition from 
Chicago and St. Louis on the other side would especially depress rates and give a 
peculiar advantage to, we will say, Montgomery?—A. The rates were very early 
fixed from Baltimore, on the one hand, and Cincinnati, Louisville, and St. Louis, 
on the other. The matter has come up three or four times in the last 10 years, and 
it has been shown that the effort of the West was to put in the products from its 
manufactures as against the East, and changes are made from time to time. 
Every meeting you will find a list of changes, making rates one way or another to 
meet the new conditions. 

Q. Are you aware of the recent experiment described in the press, inaugurated 
by the Chamber of Commerce of Chattanooga, or by the merchants of Chatta¬ 
nooga, chartering a steamer to ply down the Tennessee River to Paducah, in order 
to prevent excessive rates, excessive to that center?—A. I have seen a statement 
to that effect. There are boats running on that river all the year round. 

Q. There is nothing in the nature of innovation, then, in this experiment?—A. 
Probably coming up as far as Chattanooga, there is; but Chattanooga has been 
able to get lower rates than it would otherwise get by reason of the competition of 
NashviHe. 

Q. The statement is made by the press that by shipping by water from Chatta¬ 
nooga to Paducah a saving of 80 to 40 per cent on through shipments to New York 
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and Philadelphia is effected. Can yon explain that further?—A. No, I should think 
that would be an excessive saving. 

Q. It might result in a considerable saving, though, under such conditions as 
are familiar to you?-A. Yes: but I think they have boats up to Nashville, and 
the rates from Nashville to Chattanooga plus boat rates to Nashville of course 
can not be as great as though they had only rail tiansportation to Chattanooga all 
the way. It would be only in some special commodities, I think, where the saving 
would be effected. There is grain flour, and other art cles. 

Q. In the territory served by the Illinois Central is theie a tendency at the 
present time toward the extension of the system of boating ratts on cotton?—A. 
There is. 

Q. Will you speak upon that topic and show what its effect upon the railroad 
is—the cotton business?— A. In general, i's effect has largely done away with the 
middlemen, and has effected a saving to the producer of trout possibly #1 to per 
bale. The conditions governing the handling of cot!on and its transportation to 
Eastern f; ctories have greatly changed in recent years. Formirlv the <otton 
factor at New Orleans or Memphis advanced money to the producer for supplies, 
stock, wagons, and other material entering into the production ol i lie crop. Inter¬ 
est and commissions were charged for the money, and, in addition, the planter 
was obliged to ship to the cotton factor lit bales of cotton tor everv hundred dol¬ 
lars advanced. In addition to the interest charges, the producer of tl „ cotton 
was subjected to excessive prices for the handling of the cotton at Now Orleans 
and Memphis. Besides the interest and commission charges, there were charges 
for brokerage,storage.insurance.sampling, classifying, marking, weighing 1 elect¬ 
ing, compressing, drying, watching, handling, stowing and screwing. These vari¬ 
ous labors were under the guidance of associations, and the result was the producer 
was left with very little, if any. profit. 

In recent years compresses have been located in the inteiior towns, banks, and 
other facilities have been established, through 1 ills of lading are issued, all of 
which supply the interior merchant and the producer with requisite means to carry 
on the business. Buye s from the Eastern mills can now make their selections 
from the interior towns and ship direct to better advantage both to mills and the 
producer, than formerly. Floating cotton, as it is termed, is cot,t* n shipped from 
a town where theie is no eompross and stopped in transit at a town where there is 
a compress and where it is then compressed, classified and afterwards reloaded 
for destination. By floating into the compress small lots from various towns, 
purchasers are enabled to ship lull carloads of different classes of cotton to various 
destinations. 

Q. Is cotton bought direct for the Southern mills in the same way. as a rule?— 
A. I think it is very little bought on our lino for Southern mills, but I think that 
where it is, it is bought in the same way as for the New England mills. 

Q. What is going to be the effect of the extension of this system of floating cot¬ 
ton on former cotton centers, such as Memphis and other cities?— A. I think it will 
gradually take cotton away from these centers: the planters w 11 ship direct. They 
get as good prices now at the station as they did formerly at Memphis or New 
Orleans, and they had to pay freight, aside from storage, insurance, sampling, 
and commissions. 

Q. Is there not difficulty in this cotton traffic or m t he general traffic of the Illinois 
Central by reason of the lack of balance north and sout h I ouml tonnage? Does this 
increase the cost on Southern roads, as a whole?—A Of course, if the tonnage was 
equalized, the cost would be decreased m both directions. 

Q. How far is it unequal? Can you ma' e any statement respecting the propor¬ 
tion of north-bound and south-bound tonnageon the Illinois Central, for instance?— 
A. I think the last report I saw showed it to he verv nearly equal; hut even though 
it were equal for a year, it necessitates a large lot of empty cars being hauled each 
way. That would arise in this way: Take, for instance, thecountry in and around 
Chicago for 200 miles where the traffic moves. The merchant must have his goods 
on his shelves along in February or March. That will necessitate their being 
moved from New York or from the East probably in February, and from Chicago 
soon after. When the farmer comes into the country towns with grain for sale 
after he has done his seeding, the goods he wishes to purchase must be in the 
merchant's store. The railroad has already brought them there, and as the farmer 
was not then ready to market his products, the railroad had to return the cars 
empty for more merchants’ goods. When the farmer is ready to market his prod¬ 
ucts the greater part of the merchants’ wares have been already hauled, so that 
empty cars will have to bo hauled to the farmer for the transportation of his 
products; so that while the tonnage might be as great north as south, or nearly 
equal each way. still empty cars might have to be hauled in each directien by rea¬ 
son of the tonnage movement not being contemporaneous. 
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Q. As a rule, do the Southern roads operate under more or less disadvantage in 
this respect compared with the Official and Western territory?—A. They operate 
under greater disadvantage. 

q. That circumstance would justify a higher rate per ton per mile, would it 
not?—A. Yes. Then, the fact that they have not the tonnage per mile of road 
means that they have not the earnings per mile of road. 

Q. Is there a tendency toward an increase in the distinction between carload 
and less than carload rates on Southern roads?—A. I think not. They sometimes 
charge the same, and sometimes have a carload rate, which is less than carload 
rates. 

»,i. Is that not determined by the Southern classification committee?—A. I do 
not know; we have rates for less than carload lots. 

<^. Are you not subject to the Southern classification of shipments in there?—A. 
We are independent; we make any rule wo want to establish, but we have a car¬ 
load rate which is just, and also less than carload rates. 

q. I do not understand how you are independent. I supposed every railroad 
operating in the territory east of the Mississippi and south of the Ohio was sub¬ 
ject to uniform classification for that territory.—A. If all agreed upon a classifica¬ 
tion 1 suppose thatwou'd be true, but I know we have these rates. 1 am not very 
well acquainted with classification matters. .Some of the other subordinate offi¬ 
cers attend to this, but 1 think that the lines within a hundred miles of the Missis¬ 
sippi River have carload and less than carload rates. 

q. Have tlmy alv ays had that distinction?—A. I do not know that all have. 

(J. Has your road"—A. ()ur road has, as far back as 181*11. 

(,). Do you make moie or less distinction at tho present time as compared with 
20 years ago?- A. L could not say as to that; 1 would say more, if any. 

Q. What would be the effe« t of greater discrimination?—A. To increase the 
carload business 

q. What would be the effect of that on the small shipper?—A. He wbuld be 
enabled to get carloads at cheaper rat* s than he would be otherwise. 

Q. Suppose he could not handle a carload "—A. The object m decreasing the car¬ 
load rate would he to enable him to handle it. 

G. What is the present status of the litigation between the Mississippi Railroad 
Commission and the Illinois Central Railroad respecting the land of the Yazoo and 
Mississippi Valley line? Was there not opposition by the railroad commission to 
the acquisition ot that land on the ground that the statute forbade consolidation 
of competing lines —A. 1 do not know anything about that. The Yazoo and 
Mississippi Valley Railroad is a distinct organization emirelyfrom the Illinois 
Central. 

Q. It is co drolled by the Illinois Centra 1 , is it not. 1 -A. The officers of the two 
lines are id otical. There is no litigation pending. I think 

(qj. (By Mr. Farquiiai,.) Within the lasttwoor i lire© years have you found com¬ 
petition in the carrying of grain between, say, Kansas City and Galveston and the 
Mississippi River and your road?—A. Yes. 

Q. Have you ever been able to compete with that further Western rate—the Gal¬ 
veston rate?—A. Yes; we are doing it all along. The rates Irom Kansas City to 
Galveston and New Orleans are made with relation to the rates from Kansas City 
to St. Louis plus the barge line and from Illinois territory to New Orleans via 
all rail. 

q. Yon spoke of the railroads making the rates al\va\ s within a paying margin; 
did the railway men at the time the Kansas City and Galveston rates were made 
think that was a pajing rate—the cut rate to get through?—A. There was one 
time that the Kansas City Southern road made lowra'es. The Illinois Central 
has never had very low rates. We have gone out of bn iness a good many times 
by reason of low rates; that is. we did not give onr shippers the rates which they 
said were necessary for them to have in order to enable them to ship as against 
other territory. 

Q. Do you regard this steel-barge lino on the Mississippi as an experiment, or 
are there business reasons for believing they will hold their ground?—A. I think 
the owners went into it with that intention. It is on the new plan of McDougal. 
He is the fellow who built the whaleback. They, however, are confined at present 
to two barge s. I suppose for the purpose of seeing how they will come out. 

Q. Is it a fact that the old barge lines of the Ws really paid, or were they 
abandoned because the railroads cut rates on them or lessened the rates so that 
they could not pay?—A. I do not think they paid. 

Q. Was that original barge line, as far as you know ns a railroad man, started 
!o cut Eastern rates and thus bring Eastern roads to terms?—A. I think it was 
started in the interest of the Missouri Pacific, which had no interest whatever east 
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of the Minsissippi River. It waa known at the time, as I recollect, as the Gould 
interest. 

Q. You spoke of the transcontinental rates on silks, teas, etc., saying that ton¬ 
nage coming this way was controlled considerably by rates of the Suez Canal and 
the Indian Ocean. Is it not a fact that the Canadian Pacific made the rates for 
the transcontinental roads?—A. The Canadian Pacific could make them, but the 
Canadian Pacific would be subject to the same reasons why they should have good 
rates as any of the other transcontinental lines in competition with the Canadian 
Pacific. Any road in order to get its share of the business may move particular 
rates down, but wars can not last forever. Then they have to have these under¬ 
standings in regard to what rates they will make, and when they come to that 
condition the maximum they can charge is what they can get by measuring it 
with such rates as are made by the Indian Ocean and the Suez Canal. 

Q. What control has the Interstate Commerce Commission over Canadian 
Pacific roads?—A. No control. 

Q. Don't Canadian Pacific lines recognize that they are subject to the jurisdic* 
tion of the interstate-commerce law and the Interstate Commerce Commission?— 
A. When they run into the United States I think they have acknowledged the 
jurisdiction, but there is n Thing to prevent their giving a portion of the revenue 
which accrues on the Oanadiau lines, to shippers, if they see tit to do so. 

Q. (By Mr. Ripley.) Do you deliver any traffic to the Canadian Pacific road 
at Chicago?—A. The Canadian Pacific does not run into Chicago. 

Q. Does it not control a line which operates into Chicago?—A. I think not. 

Q. (By Mr. Clarke.) Traffic Irom your road to the Canadian Pacific is made 
bv way of the Wabash, is it not?—A. I suppose it would be; or possibly by the 
Michigan Central. 

Q. (By Mr. Ripley.) Is there any large amount of cotton shipped all rail to 
Boston for export?—A. Yes. 

Q. How would the rates, let us say, from New Orleans or Memphis to Liverpool 
through Boston,compare with the all-water rates lrom New Orleans or Memphis 
to Liverpool?—A. The rates would be the same to Liverpool via Boston and from 
every other port all the way around to Now Or eans. 

Q. The proportion, however, which the railroads in American territory would 
receive would be fixed on that same basis?—A. It would vary ac cording to the 
rate offered, 

Q. Which is the variable rate, the rail rate or the water rate, in the combined 
traffic?—A. They both vary. The rates to-day from Memphis to Boston, New 
York, Philadelphia. Baltimore,Norfolk,Charleston, Savannah, Pensacola, Mobile, 
and New Orleans arc all fixed figures. Each oue of those ports reports each day 
what ocean rates they can obtain to Liverpool on cotton 

Q. To whom do they report?—A. To a central man in Memphis. 

Q. Can you give his name and address?—A. It is \nder>on—J. A. Anderson, 1 
think. He is secretary of t he Memphis cotton committee. Those ocean rates from 
the various ports are added to those fixed rail rates The port which lias the low¬ 
est rate to Liverpool fixes the rate for all ports. On the supposition that the ocean 
steamers take the rates which they offer in that section, the railroads have to 
shrink their rail proportion down to a figure that will enable them to make the 
same through rate as is made through the lowest port. That, is the only way they 
have found whereby all lines con'd get a share of the cotton and at the same 
rates. 

(Testimony closed.) 


Washington, D. C., May 14 ,1901. 

TESTIMONY OF MR. WILLIAM LEGGETT GUILLAUDEU 

President of the Old Dominion Steamship Company. 

The commission met at 2 o’clock p. m., pursuant to recess, Chairman Kyle pre¬ 
siding. At that time Mr. William L. Guillaudeu. of New York City, president 
of the Old Dominion Steamship Company, was introduced as a witness, and, being 
duly sworn, testified as follows: 

Q. (By Senator Kyle.) Please state your full name, address, and business.— 
A. My name 1 is William L. Guillaudeu my residence is New York City; office 
address, 81-85 Beach street: I ain president of the Old Dominion Steamship Com¬ 
pany. 



W. £,. GOILI-AUDEU:—COASTWISE TRANSPORTATION. 448 


Q. You may state, Mr. Guillaudeu, something in regard to your own company— 
its organization, where it operates, what class of freight or 1 reights iR handled, and 
also whether you carry passengers.— A. The Old Dominion steamship Company 
was organized under the law’s of the State of Delaware in 1875. It operates lines 
of freight and passenger steameis. Its main line is that from New York to Nor¬ 
folk, Portsmouth, Pinners Point. Newport News, and Richmond, Ya. It has 
subsidiary lim s to many small points in the Chesapeake Bay country, likewise sub¬ 
sidiary lines on the North Carolina sounds and rivers. It has intimate connec¬ 
tions, both freight and passenger, with all the great railroad lines operating out 
of the Virginia ports, chiefly the Norfolk and Western, the Seaboard Air Line, 
the Atlantic Coast Line, the Southern Kail way, the ( hesapeake and Ohio Railway, 
the Norfolk and Southern Railway, and smaller steam and rail lines. The great 
bulk of its business on the main line is freight, with, however, a large passenger 
business. 

Q. What number of steamers do you run?—A. We operate fl ocean steamers, 12 
subsidiary steamers of a sound, bay, and river character, and between 35 and 40 
hurhor craft—lighters, barges, steam transfers, and steam tugs. 

Is this company organized to operate in conjunction with railways?—A. Only 
incidentally. 

Q. Or to*piece out their terminals into New York City?—A. No; it is operated 
as a water transportation line primarily, and that, is its purpose. Its railroad alli¬ 
ances are incidental to the growth of tiie business. 

Q. Were the original incorporators railway men. as a rule?—A. Not active rail¬ 
way men. in any souse; no. 

Q. Aie they now.-'—A. Some of them; yes. 

Q. Identified with what railways. <hiefly v —A. The chairman of the board of 
directors of the Norlolk and Western Railroad, the president of the Seaboard Air 
Line Railway, the president of the Southern Railway are on our board of direct¬ 
ors, those lines having stock intei ests in our company 

Q. (By Mr. Ripley.) How long has this railroad interest in your directorate 
existed.-'—A. Fully 20 years. 

Q. Since the organization of the company?—A. Not quite. Something over 20 
years ago. It was telt that it would strengthen the < ompuny to have l he principal 
railroads with which it was then connected and doing its business interested in 
the company, and that was brought about, and that interest has been held contin¬ 
uously by two ol the lines. There was also a third interest at that time which has 
since been translerred to the Southern Railway. 

Are there any independent water lines which have no affiliation with the 
railroads operating in the Chesapeake Bay and up to New York, for instance?—A. 
The word “affiliation;" how broad do you mean to make it? 

(,jJ. I mean community of ownership, if you please, or actual representation on 
the board of directors.—A. My understanding is that there are several of the coast 
lines notably the Merchants and Miners’ Company, the Mallory Company, and 
the Clyde Line—which l think have no absolute railroad ownership, but they have 
a large affiliation in the sense that a very large proportion of their business is in 
connection with railroads and they have (dose working and traffic alliances with 
the roads. 

Q. Is your policy the same as theirs in the making of rates?—A. On through 
business, I think so. 

Q. You are members, are you not, of the Associated Railways of Virginia and 
the Carolinas?—A. No; not of that organization. 1 think no water line is. But 
we are members of what I might call the wider organization, the Southeastern 
Freight Association. 

Q. Of which Mr. S. F. Parrott is chairman, with headquarters at Atlanta?— 
A. Yes. 

Q. What is the function of that Southeastern Freight Association as far as the 
making of rates is concerned-' Do they prescribe the rates which you shall charge?— 
A. No; It is a commou bureau through which the rates used in common—that 
is. by all lines participating in competitive business- issue. They subscribe to the 
expenses of it. It is a joint office, without p >\vers. however, of fixing rates. 

Q. Do yon agree to accept the rates which they fix, or have you power to make 
an independent rate?—A. Absolutely no rate can be fixed for us that we do not 
fix ourselves. 

Q. You however find it for your interest not to be too independent, do you 
not? That is to say, yon strive to preserve harmony between the different lines 
interested?—A. I think ail business arrangements are a matter of concession, of 
give and take. You will understand that the Old Dominion Steamship Company 
is directly reprt sen ted by its traffic offi- ers on all matters which have to do with 
considering rate matters, and they dei ide themselves. 
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Q. (By Mr. Phillips.) About what per cent of the capital stock of your line 
is owned by the railroads or railroad people?—A. The total ownership by the 
three interests. ! have stated, is more than a majority of the stock. 

Q. That is owned by railroads?—A. Yes. 

Q. (By Mr. Ripley.) Do we understand you to state that you do not know 
whether there are any other competing lines in the same situation with reference 
to the railroads—that is. that the others are all independent lines?—A. No; I under¬ 
stood your question to mean wero there any outside. 

V* Are there any others that are controlled by the railroads?—A. There are 
seieral lines on the coast in wh.ch, according to common report, the railroads 
have an interest, notably the Ocean Steamship Company of Savannah, and the 
Cromwell and Morgan lines to New Orleans. I think the Chesapeake Bay lines 
are largely owned by the railroads. 1 think most of the Eastern lines from New 
York, running east, are owned by railroads. 

0. Is there, then, any real competition between the steamship and railroad lines 
along the Eastern coast? Will you explain what the situation is in that, respect?— 
A. There is genuine competition, I should say. between the steamships ami the 
North and South railroads running up and down the coast, to the coast points 
proper, as between New York and Norfolk and Richmond, New York and Wil¬ 
mington. New York and Charleston, New York and Saiannah. New York and 
Brunswick, New York and Jacksonville, there is genuine competition. On busi¬ 
ness through those ports to the interior, I think the competition is more relative 
to the several interests as between the water lines and their rail connections to 
the ultimate point in the interior. 

O. In other words it becomes a question of competition between all-rail lines 
and rail and water lines combined?—/,. Yes; that is very well said. 

(^. In such a caso we will sav thore is competition to Atlanta-- would that be a 
fair illustration?—A. Y'es, certainly; Atlanta is practically the Chicago of the 
South. 

Q. When rate's all rail and rail and water are made together, is there any allow¬ 
ance made in the nature of a differential to the water lines or to the rail and water 
lines combined?—A. Yes. 

Q. Will you state the piinciple on which that allowance is figured?—A. The 
theory is that the water route (the combined water and i ad route) has eer ain disa¬ 
bilities, the most important of which is the breakage of bulk at the point ot trans¬ 
fer; secondly, the marine risl s and dangers of damage and loss, and third, the 
infrequency of sailing, the longer inlerva s between movement as against all-rail 
lines. Those 1 consider are the three most important elements which have seemed 
to require, and have so worked out, a lower rate on tlio part ol the rail and w'ater 
lines. 

Q. Do these objections or disabilities apply equally to all kinds of freight? 
That is to say, as a rail and water line combined, are you peculiarly hampered in 
certain kinds of business as compared with others-’-A. Yes: we are absolutely 
out ot certain kinds of business notwithstanding our lower rate, notably in the 
enormous movement of cotton mill machinery. In all this great development of the 
Southern cotton mills, the transportation of much of the machinery which is made 
in the East has been lost by thecoast lines practically all of it, because of itsdelicate 
character And there is other business perhaps ol that character where the same 
thing applies, the rail movement is so much superior. The unbroken car which 
the manufai turer loads light at his foundry door and mill door and which goes to 
the ultimate point of destmath n,ev»-n to the \ cry entrance door of the enterprise, 
offers indu ements w’hich the steamer can not hope lo equal. 

Q. Is there any distinction n ade in making up rates as to the different classes 
of commodities, as to whether theso commodities are really in the competitive 
classor whether they are of a character which boats would not carry in any 
instance? Or is there one prim iple adopted, namely, of granting a differential to 
the rail and water lines as compared with the all-rail lines? Is the principle 
applied equally to all kinds of business?—A. The principle is of almost universal 
application. The modification of it comes in the scale of the difference; if 1 may 
say so, the rate of the difference. To a certain extent, however, the position is 
an average one. In no case, i might say, is the differential made wdde enough to 
absolutely attract a certain commodity because of the differential. It is made an 
average which gives a fair result to the shipper. 

Q. What is the amount of the differential, for instance, as between New York 
and Richmond, can you specifically say, on first, second, and other clasB goods?— 
A. The differential between New York and Richmond as enjoyed by our line 
against the railroad carrier is 5 cents, first class, and 1 or 2 cents sixth class. I 
may have to refresh my memory as to that. 
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Q. What are the rates first class, for instance, in cents per 100 pounds?—A. My 
recollection is that the railroad rate is 33 cents per 100 pounds, first class; our rate 
is 28 cents. 

Q. From New York to Richmond.- 1 —A. From New York to Richmond. 

Q, Is there a-iy such differential between New York and .Norfolk?—A. No. 

(j. Complaiut has been voiced from Richmond to this commission that it does 
not enjoy the same rates either by all rail or rail and water that are accorded to 
Norfolk. Wil l you explain to the commission why in the one case the privilege is 
given and in the other denied? I wish you would give the rates and information 
with respect to the way in which rates are made, either from the West over your 
line up to the North or in the opposite direction?—A. I think that the origin of 
that difference was the old steamer scale of rates. The New York and Phi adel- 
phia steamers, ior instance, reaching Richmond touched at Norfolk and went on 
some 120 miles up the .lames River to Iti hmond. Their rates for carrying 
freight have l>een tor many years —10 years, 1 suppose, as long as steamers have 
run there-higher to Richmond than the rates to Norlok. Some years ago it 
became the policy of oar company, because ol the distributing competition 
between the two cities, to make the rates the same. My recollection is that the 
rail rates from the Northern cities have never been the same h\ the different sets 
of carriers between northern points and Richmond and northern points and Nor¬ 
folk. I may say, 1 think ii is the continuation of the original basis which was 
originaled by the steamer lines. 

(*>. Does it seem to you that the complaint, of Richmond is in any way justified 
bv the conditions, Ricmnond and Norfolk being competitive centers? Let me ask 
another question: Does the eostence of competition by the Cape Charles route to 
Norfolk have anytning to do with the matter?—A. No. I think- not. 1 think it 
can he fairly claimed that. it. is the absolute influence of the proximity to the sea 
which would always, perhaps, make a lower rate to Norfolk than to Richmond on 
the merits ol the case on the merits of carriage or service performed. 

Q. What is the system of prorating, we will say, on a shipment over your line 
to or from Memphis or to or from Atlanta? -A. The basis is tho distance carried 
by each link in the lino. 

Q. Not absolute distance, however, by water?—A. No, there comes in a scale or 
an equalization—so much water distance to so much rail distance. 

Q. What is the < onstructive mileage that is prorated on through busiuess via 
Norfolk?—A. Our line adopts a uniform basis of 100 miles. 

(^. What is the actual distance-A. Three hundred and twonty-three. It was 
called .‘COmiles in the old days. it. was an estimate of two for one. 

Q. Tho assumption, then, made in prorating is that the expense of water car¬ 
riage is, I or an equal distance, about halt that of all-rail carriage?—A. Yes; 1 think 
that scale was fixed or wori ed out by tho longer water lines. It is common on 
the coast 1 think I am right in saying that the other Atlantic coast lines use that 
basis ol two for one. 

Q. Is there any feeling on the part of either the railroads or the steamboats that 
this prorating distribution is perhaps not altogether fair to b >th parties under the 
present costs ol operation?—A. Yes; and it has lieen in our case recognized by the 
allowance for extraordinary terminal and handling expenses: so that, while our 
prorating distance has not been changed, there has been an acknowledgment that 
on so short a route it is not e juitable. Hence we a o allowed, lurther than that, 
a terminal of so many cents a hundred pounds, and this applies through a very wide 
range of country. 

Q. In prorating, do you ma’ e any distinction between the cost from New York 
to Norfolk o 1 Richmond ior local consumption and the cost from New iorkto 
Norfolk or Richmond through to points beyond' -A. What is the first of your 
question? 

Q. In other words, do you apply the principle of the import or export rate on 
coastwise business, and is it the custom with other steamship companies?-A. Yes; 
the proportion of distance carried fixes the percentage, and we accept that per¬ 
centage, wherever it may lead, on our through business. 

Q. What is the rate to-day from New York to Richmond,first class, as you have 
said?—A. Twenty-eight cents. 

Q. Twenty-eight cents by your route; that is, from New York to Richmond, for 
consumption at Richmond—terminating at Richmond?—A. Yes. 

Q. What would be your proportion of the through charge to Atlanta, passing 
through Norfolk or passing through Richmond?—A. I have not the figures in 
mind, and I do not know exactly, but it would work out in cents per 100 pounds, 
with all the elements at that point, probably pretty nearly as much. 
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Q. And still you do recognize a certain difference, do you not, on the same prin¬ 
ciple adopted in making import or export rates by the trunk lines?—A. We are 
bound to. Some of the roads, theoretically, in the old day's would, in making up 
a rate, adopt our rate to Norfolk, and perhaps the next carrier's rate to the next 
junction point, and so on, and the sum of ail would make the total rate. Now, 
all the elements come in which serve to make that rate by our line, and whereas 
our rate to Atlanta is one thing, it would be another to another point. 

Q. Are you a competitor m rate making with the other coastwise lines which 
ply to Savannah; for instance, on Atlanta business, they prorating through with 
the railroad connection and you prorating at Norfolk with a railroad connection 
of your own?-A. Yes. 

Q. There is direct competition between the several steamship lines and by the 
rauroads?—A. Yes; there is all through, generally. 

Q. Your own line has its own soliciting agents distinct from the railroads?-A. 
Yes; and the through lines have as well. We have through-line machinery. 

Q. What do you mean by that?—A. I mean that the business, for instance, over 
the Southern Railway from New York to Atlanta is done under an organization 
known as the Piedmont Air Line, a certain organization that has a trade-mark 
and has its agents iu New York, Boston, and everywhere; it has traveling men at 
work for that line. 

Q. And you are a member of that line?—A. We are a member of that line, and 
we have to pay our quota of its expense, because it works for everyone over that 
line. It is just an aid to our own machinery. No one company could afford to 
sustain such a line out of its own funds. Therefore, everybody contributes ior 
this extraordinary service. 

Q. Do yon get the same amount for transporting goods from New York to Nor¬ 
folk or Richmond destined for the West that you do on goods from New York to 
Richmond or Norfolk destined for the South?—A. No. 

(qj. Will you explain the principle on which yon make tho distinction?—A. The 
distinction is made for us in the through rates; the Atlanta basis, first class, 
being $1.14 from New York, while the standard New York-Ohicago basis is 75 
cents, or 65 cents by our lines. There is not absolutely as wide a difference as that 
by reason of the different, classifications in use. As a rule the southern classifica¬ 
tion runs lower than the trunk line classification. As a rule I think 1 am safe in 
saying that. The rate scale is higher, but the general classification is lower. 
That the rate scale is higher is due to the vast difference in the tonnage moved, 
the quantity of goods relatively, as between the East and the West and the East 
and the South, and the greater number of competitors of all kinds in the Western 
business. 

Q, Are tho steamship companies which operate along the coast getting into line 
in matters ot classification and methods of charging by weight, etc., with the 
railroads?—A. I think so. 

Q. A great deal has been made at various times before this commission of the 
difficulty of rail and water competition. Do we understand you to state that, there 
are certain disabilities, on the other hand, under which the steamships operate in 
competition with the railroads; in other words, that it is not an entirely one¬ 
sided competition between the superior and inferior agent?—A. No; it is not. 

Will you speak of such experiments or attempts as you have made to get at 
the relative costs of different parts of your business; that is. terminal charges, 
conducting transportation, etc., respecting the principles which in your judg¬ 
ment should apply m such a case in making up rates?—A. The proposition is a 
very large one, but here is an illustration: One of the striking differences, per¬ 
haps, between water transportation and through rail transportation is found in 
the fact that the steamer must of necessity load into her and have taken out of 
her every pound of freight that she moves, whereas m modern railroading a very 
large proportion of the traffic o\er railroads is not handled at all by the railways. 
The expense of stowing ocean vessels, even for coastwise business; the necessity for 
more careful stowing: the fact that the vessels have a number of decks, require a 
little more skilled labor than is required in running freight into a car; hence 
the labor charge is a great deal higher, and the steamer has to meet a fixed charge 
at each of her ports, generally speaking, far m excess of what the railroad has. 
even when it breaks bulk; and to the extent that it does not break bulk at all it is 
just that much ahead. Against that, 1 suppose, might be set the enormous cost 
of the railroad plant before it can do all this, as against the very much smaller 
plant cost of the steamship organization. 

Q. That being so. a short water route would perhaps not have any particular 
advantage as to cost over a railroad, terminal charges being so much greater and 
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there being only a short distance in which to recoup for the lower cost of moving 
a ship as against a train and for the extra charge of the tonnage?—A. It has 
seemed so to me. That is the best answer I have gotten to my e.vamination of the 
subject up to this time, and if you will allow me, I will explain whv we do not 
know a little better. Water lines have no real basis of comparison between one 
another. The requirements of railroads and their willingness to give much data 
connected with their business is a great help in operating other rai roads. That 
requirement is not made of the water people, and I suppose thev cau not well give 
it out. They can not well make such figures, probably because to do so is liable 
to invite undue competition, so that we water men have not a chance to compare 
our results with other water lines similarly situated. Hence I can only give you 
the result of my own thought at this time, and I confess I have not thought 
of this subject enough to reach full conclusions. 

Q. The long and snort haul clause of the act to regulate commerce lias been 
largely set aside in the Southern States by reason of the existence, as the railroads 
allege, of active water competition at a great variety of points. Do we under¬ 
stand you to say that such water competition is not as great a hardship to the 
roads where the water route is a short one as it would be in the case of competi¬ 
tion with a long-haul water route'—A. No; you can not have understood me in 
that, because it has never appe lied to me in that way. 

Q. Will you oxplain how it does seem to you?—A. As far as 1 have gotten in 
my investigations, the difficulties there are largely a matter of earnings to the 
individual companies rather than matters affecting the public. 

Q. In other words, the rates are not made by the cost of doing the business, but 
by other considerations?—A. Yes; practically. 

q. We have had liefore the commission complaint from representatives of ship¬ 
ping interests at Cincinnati and other places that the rates into the South from 
such gateways as Chicago, Cincinnati, and St. Louis are relatively much higher 
than the rates for an e [iial distence into the South from Eastern center-^. Does the 
existence of this water competition down along the Atlantic seaboard fully .instify 
that condition, if it be as stated' Do 1 make the point clear?—A. You make the 
point clear, but it is a singular thing that the great cause of fear that we Eastern 
men have is the ever growing volume of business from the West to the South, the 
leaving or dhersion from tho Eastern shipping points of much business that 
used to flow through our channels and is now going from the West into the 
South, and the feeling tho traffic men have is to watch that Western-SoUi hern 
movement, because, moving as it does in very large bulk as a rule, we have telt 
that it enjoyed lower rates than we have. 

<^. Do yon refer to the gram and packing-house products’—A. No: I do not; 
they have a very slight relative movement. They have almost ceased to go East 
and then South. 

Q. How long since was it the custom to bring grain and other products from 
the West to New York and then ship to the South down along the coast over your 
line'--A. Fully twenty years. Virginia common points have practically had the 
advantage of as low rates as Baltimore, and even lower; and Baltimore being 
under New York, it was an impossibility for us to move it. My understanding is 
there is some business brought from Baltimore and Philadelphia forecast points 
farther south—south of Hatteras. but the great \ olurne of the business goes direct 
by through car movement across the Ohio River, and is distributed all through 
the Southern States. 

Q. In that case, having eliminated grain and packing-house products, you refer 
to manufactured products?—A. Yes. 

Q. Such as. for example, what?—A. Manufactured iron articles, agricultural 
implements, furniture -a pretty wide range of commodities 

q. Is that by reason of the growth of manufactures in the Middle West or by 
reason qf the adjustment of the tariff s?—A. Both, I think. Primarily the growtn 
of the manufactures; secondarily, the rates. If I may be allowed to express an 
opinion. L think rates always follow commercial conditions. I think it is the mar¬ 
ket conditions which mal e the rates. 

Q. Have yon any reason to suppose that those rates have been from the Ohio 
gateways less than the published tariff rates, inasmuch as they have abstracted so 
large an amount of this business from the coastwise steamers'—A. I am not in a 
position to pass on that. I am not closely enough in touch with the rate situation 
at this tune to answer that question intelligently. 

q. That would be a possible explanation, would it not?—A. Yes. 

Q. Would any enlargement of the powers of the Interstate Commerce Commis¬ 
sion, which would alsolutely insure the maintenance of published tariff rates, in 
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that way operate to the advantage of the steamship lines?—A. From my expe¬ 
rience, I would say no. 1 think not. 

Q. You feel, however, that some protection by the railroads themselves, for 
instance, might benefit that condition?—A. There are railroads and railroads, and 
steamers and steamers. 1 am glad to believe that the railroads with which we are 
associated are just as firm in rate maintenance and in conservative methods as we 
ourselves could be or could e \pect under any adjustment. 

Q. It has been testified before this commission that such is the condition of 
eastern lines. Have you reason to suppose it is dillerent on lines that operate 
farther west at the present time? Have you seen any indication, so far as the 
abstraction of your business from your territory is concerned, to suspect that rat s 
are being cut in that way?- A. No: as a general proposition.no. We leel that 
rates in t lie Southern territory an' particularly well maintained. As a section, the 
transpoi t ition men generally feel the Southern territory is clean—that secret rates 
and so on are almost unknown. I am uot immediately in touch with the West 
and South movement. 1 do not know what troubles they have, but as lar as my 
general information goes what 1 say applies to that as well. 

Q. i lave the costs of operation of water transportation decreased in recent years 
in the same proportion that the costs of operating railroads have;"—A. No. There 
is a refinement in all water methods, 1 think, and the lines which are the most 
successful are successful by reason of that fact. lint, for the reasons which I 
gave at some length a moment ago. we have not the great stimulus ol comparison. 
Some of us are working it out along railroad methods, as I call them, trying to do 
our I est in the most conservative ol business methods: ami m doing that the pub¬ 
lic is served, because to do the work most economically means that \ou must have 
the best tools. Speaking ol our own service, it is infinitely better tlmn it was 
twenty years ago. It has improved almost as much as ihe railroad service has. 

(^. Is it correspondingly cheaper from the point of view of operation/-A. The 
methods themselves are more expensive, to keep up with the modern requirements. 
There is greater expense in operating the line, but with the extension of business 
which has followed intelligent methods we get a lower cost. 1 will not say a 
lower cost, but a cost low enough to give a fair margiu. 

C,). You would maintain that a soientiticallv operated steamship line can reduce 
its cost ol operation in the same proportion that the railroads are reducing theirs, 
so that the relative dis tbility under which the steamship lines operate as compared 
with the railroads is not increasing?—A. 1 doubt ll the steamer has the latitude 
to make economies that the railroad has so its reductions could not I e in the same 
proportion. There is a re!ati\ e betterment m the steamer's condition by the be tter 
methods. There are certain basing costs, however, like the greater consumption 
of coal for higher speed, and tho greater necessity lor electric lighting, and all 
that sort ot thing, which means an added cost which yon can not get away from. 
But the intelligent application ol force and mind produces its elf- ct. 

One of the questions ot the commission. 1 understand, is as to laws and legisla¬ 
tion needed. I do not think any is needed at the present time. I feel that it is 
incumbent on us to work out our problem further, as far as intelligence and the 
application ot the best business methods will go, before we should ask Congress to 
legislate in our behalf. That is my persona; conviction. 

y. (By Mr. Farquiiar.) Are you acquainted with the labor cost of operating 
your boats/- A. Fairly so, 1 hope. 

Q. What is the pay of engineers by the month?—A. On our fast steamers it 
runs $125 a month. 

(^. Ilow far docs the scale run down: how many engineers do you usually 
have?-A. First assistant, $75: second assistant, $00. That means their keep 
added, of course. They live on board the ship in all cases. 

Q. What are the wages o; firemen' —A. §38. 

Q. Have you any able seamen at ail. or do you just have the deckhand?—A. We 
have no able seamen in the deep-water sense, but qualified seamen whom we pay 
$25 per month. 

Q. What aro your captains paid?—A. We have two captains who get $200 a 
month, two more who get $175, and one on a smaller ship at $150. That is on the 
main line. 

Q. Your mates?—A. First officers, $75; second officers, $50; third officers, $80. 

Q. Have you a distinction of wheelsmen with separate pay?--A. Yes; two quar¬ 
termasters on each ship (that is the technical name for wheelsmen) at $30. Then 
there are watchmen, and the full crew, the entire list being as follows: 
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roll 0 / steamship Jefferson. 


Deck department: 

Master. $300.00 

First officer. 75 .00 

Second officer. 50.00 

Third officer. 30.00 

2 bow lookonts, each. 40.00 

2 quartermasters, each.... 30.00 

Watchman.. 30.00 

0 seamen... 35 .00 

3 deck boys. 15.00 

Purser. 83.33 

Assistant purser. 40.00 

Engine department: 

Chief engineer. 125 .00 

First assistant engineer. . 75.00 

Second assistant engineer... 00.00 

2 oilers, each.... 43 .00 

2 water tenders, each. 40.00 

0 firemen, each... 38.00 

3 coal passers, each. 28.00 

Steward's department: 

Steward . 75.00 

Saloon stewardess.... 20.00 

Forward stewardess... 10.00 

Chief cook . 50.00 

Second cook.... 40.00 

Third cook.. _ ...’ "1!" 10 .00 

Broiler.. 35 ! 00 

Pantryman. 25.00 

Officers'messman. 28.00 

Forward messman ... ...... 15.00 

Head waiter.... 25 ] 00 

Waiters (as required), each. " 18 00 

Porter.. .. 30.00 


Average number of crew, 60. 

Q. Have you your own stevedores at terminals, or is there an organi zation of steve¬ 
dores at terminals?—A. We do all our own work at all ports. 

O. Have you any rule as to your sea force doing theloadingand unloading? Are 
they engagedin it?—A. No: noton the mam line. It is not found to be economical, 
and a double crew would be required to do that. 

Q. What is the ordinary pay of stevedoring at New York?—A. We pay 25 cents 
per hour week days and 30 cents on Sundays and Holidays. 

Q. (By Mr.Kiw.Ey.) Do you employ negro labor at Norfolk?—A. Entirely in the 
South. 

If; What is the pay of that class?—A. The stevedore rate at all the Chesapeake 
ports in Virginia—Norfolk, Portsmouth, Pinners Point, Newport Nows, and ail 
those points— is 15 cents per hour for the men who run the hand trucks. The men 
on the ship who stow and take out, and so on, get 20 cents an hour. That is found 
to fairly reflect the differences in the value of labor and the living conditions and 
a Ik ** seems t0 equalize between the North and the South fairly well. 

Q. (By Mr. Fahquhak.) In yonr annual statements in the coastwise trade, 
what is the usual percentage that is set aside for depreciation?—A. I think 
there is no set rule. Our own method has been to have a reappraisal by a com¬ 
mittee at periods of about two years apart, reflecting the actual condition upon 
examination. We have tried to be very conservative in that respect. The lines 
have different methods. I think there is no established procedure. 

• H as coastwise trade any advantage in rates i n marine insurance over ships 
m the foreign trade?—A. Yes; in this sense: I think the underwriters feel that the 
coastwise risk is less: that it is of a different character from the deep-sea insurance. 

Q. Is your insurance placed in American or foreign companies?—A. Both. 

Q. What proportion?—A. At a rough guess, perhaps half and half. May I sup¬ 
plement that statement by saying that my own feeling is that onr advantage is 
best served to have as much placed in the home market as we can. But we soon 
exhaust the home market—the American market. The insurance companies do 
not like to take big risks, and we are very large insurers in cargo and hull. So 
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we fill up with all the American insurance we can get, and then go abroad. That 
is the practice to-day. 

Q. Are the foreign and American rates on the same basis?—A. Practically, 
because we decline to pay more. 

Q. Is there much competition among the foreign countries to acquire American 
policies?—A. I think so. The foreign policy has been a little more favorable than 
the American policy heretofore, but the American companies are now beginning 
to write the more comprehensive form of policy; so that the American form of 
policy, which in the old days was not so desirable, is being improved. 

Q. Is your foreign policy taken under the Lloyd insuring rules or under Ameri¬ 
can inspection?—A. The vessels are upon American inspection. We build accord¬ 
ing to the American rules, and they base on that. Our ships do not come under 
Lloyd's rules at all. 

Q. They are under the American standard?—A. Yes. 

Q. And the foreign companies accept the American standard?—A. If one of our 
ships was loaded for offshore they would not do that. 

Q. At anytime have any of your coastwise steamers been drawn into the foreign 
trade?—A. We have chartered to the West Indies, and once, in the old days, to 
Brazil. We do not like to have our vessels go offshore; we prefer to keep them 
at home. 

Q. (By Mr. Phillips.) Did you state the amount of your capital stock?—A. I 
did not. It is $1,250,000, 

Q. Have you any bonds?—A. One million 5 per cent bonds. 

Q. Preferred or common stock?—A. Just the one; $1,250,000 of stock and 
$1,000,000 bonds outstanding. 

Q. (By Senator Kyle. ) What percentage of the operating cost of your line goes 
toward labor J —A. Of what in our statistics appears as labor, the absolute labor 
cost of handling our freights, and which is summed up in our trade as ’longshore 
labor, nearly 25 per cent of our total cost (24.7 per cent, to be exact) is paid for 
labor. If you include the clerks and agents, a step higher up, the proportion is 
33.6 per cent of the entire operating expense. 

Q. (By Mr. Kennedy. ) 1 would like to ask you how the coastwise interests view 
the proposition to subsidize American vessels in the American trade; whether 
they have any particular interest in such a course any more than the people at 
large?—A. 1 suppose they merely have the individual opinions that each man gets 
from reading the papers and reading the discussions, and so on. Speaking for 
myself, I find it difficult to make up my mind either way. because I have not the data 
to do it on. I do not know the conditions surrounding lines other than our own, 
so that my opinion would be no better than that of any railroad manor banker, or 
publicist. 

Q. You could not say whether such a policy would affect your interests?—A. It 
could not directly, because we could not come under it. We could not participate 
in its benefits, and I do not see how it could affect us other than if it added to the 
tax burden we. as taxpayers, would pay a little more. That, however, would 
come around in the additional trade and all that goes to make that up. Of course 
we carry between our ports considerable business which goes export from the end 
of our line. So, I suppose, it is an endless chain. 

Q. You employ union labor?—A. Our labor may or they may not be in the 
unions. We have no rules or restrictions as regards that. 

Q. Are any of the members of the Seamen’s Union in your employ?—A. I think 
so, but it does not appear. We place no restrictions on our men in doing what 
they choose in that way so long as they are devoted to their duty. 

Q. Are the men aboard ship generally Americans or of other nationalities?—A. 
I think the seamen, of which, of course, we do not have to carry many, are gener¬ 
ally foreign in the lower grades. The higher grades are necessarily American. 

Q. (By Senator Kyle.) What nationality?— A. There seems to be a large Scan¬ 
dinavian element in all our coasting vessels. They seek the employment: they 
take to it. And, of course, on modern steamers there is really very little sea 
work. It is scraping and keeping things clean, and handling lines and all that: 
and the old-time able seaman has no place on a modern steamboat, or any other 
steamboat, in fact. Following the sea is not attractive to American men in this 
day. I am sorry to say. It is a very difficult thing to get the old line of well- 
trained American seamen. 

Q. Is that because sea life has become obnoxious or other callings more inviting?— 
A. Prizes of high positions are too few and other callings are more inviting. 

Q. (By Mr. Lttciiman.) From what sources, then, do you recruit the ranks of 
the higher-nriced officers?—A. I think we are very nearly at the end of the old 
deep-sea sailor, and what is to take his place is a question we are all asking ourselves. 
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We are training in young men as fast as we can get them, but they are hard to 
get. It is a hard thing to find a captain that has had the old training. 

C*). (By Senator Kyle.) Wages are good'"—A. Yes; they are almost the 
maximum. 

Q. (By Mr. Litciiman.) The foreigner who is capable of manning a ship must 
first become naturalized before he would be eligible to promotion?—A. Absolutely. 
I think wo have only one captain of loreign birth, and he has been an American 
citizen for a great manv years. All the rest are .Maine and Massachusetts sea¬ 
men, who came up through efficiency and are expert seamen. We pay them well 
and treat them well. Our men do not lose a day's pay perhaps in 10 years. 

Q. (By Mr. Far^uhau.) To the average seaman or petty officer, does the coast¬ 
wise trade offer greater inducements than the deep-water trade?—A. I think it is 
not felt so. except as the men can 1 e oftener at home and have more home life. 
That is the attraction, that a man can be at home every few days. 

(Testimony closed.) 


New York, February 20 , 1001, 

TESTIMONY OF MR. THOMAS F. WOODLOCK, 

Railroad editor of the Wall Street Journal, New York City , N. Y. 

The special subcommission met in the rooms of the Chamber of Commerce at 
10.45 a. m., Mr. 0. .T. Harris presiding At 2.50 p. m. Mr. Thomas F. Woodlock, 
railroad editor of the Wall Street Journal, appeared as a witness, and, being duly 
sworn, testified as follows: 

Q. (By Mr. C. J. Harris.) Mr. Woodlock, will you give your name and address?— 
A. Thomas F. Woodlock; railroad editor, Wall Street Journal, No. 42-44 Wall 
street. 

Q- (By Mr. Kennedy.) To begin with, can you give the commission any informa¬ 
tion or any light on the proposed combinations or community of interest arrange¬ 
ments in the anthracite coal fields?—A. Well, the only information that I have is 
derived from the published prints; but it seems to me pretty clear that what the 
railroad companies havo been doing, or endeavoring to do, is to purchase the com¬ 
paratively few remaining coal lands in the hands ot independent operators, so as 
to prevent the danger of a competing line ever being built again that would take 
away such independent tonnage as ihey now have. Without going into figures' 
any too closely, J should say that the companies have bought up probably an 
amount of annual tonnage equivalent to say (> per cent of the total—about three 
to three and a half million of tons a year, including the Pennsylvania Coal Com¬ 
pany, which, of course, is the largest item. The others are scattered purchases. 

(q}. (By Mr. Riw.eyJ Giving them a control of what proportion of the total 
tonnage? --A. Well, it is a little hard to give any definite figures on that, because 
the shipments over the coal roads, as I understand the matter, include both 
the independent tonnage and the tonnage owned by the road; but on last year's 
basis the companies which are geneially, bv popular rumor, supposed to be 
more or less affiliated in this matter, namely, the Heading, Lehigh Valley, Jersey 
Central. Pennsylvania Coal Company, Erie. Susquehanna and Western (which is 
owned l ;y the Erie), and the Lackawanna, which are generally understood to beacfc- 
ing in concert, got about 721 per cent of last year’s shipments. The Pennsylvania 
Railroad is independent, but has always acted with the strong interests whenever 
it has been necessary to do so. That is to say, the Pennsylvania baa never been a 
d st.irber, and can always be counted on by the majority. 

(By Mr. Kennkia .) Whv has it been independent?—A. That company has 
never been obliged to ally itself with individuals; it is an extremely strong cor¬ 
poration, and it has been its policy not to adopt anv entangling alliances, so far as 
we can nidge. With the Pennsylvania Railroad and the Delaware and Hudson, 
which are supposed not to he brought under that influence, there would he left 74 
percent. • 

Q. Is that all? How about Coxe Brothers and the Ontario and Western?—A. I 
have given 100 per cent; that is, as far as it is shown in an unofficial way. 

Q. Where does Mr. Haddock come in?-A. In the Erie Railroad shipments. 
Coxe Brothers have the Delaware, Susquehanna and Schuylkill road. It is a com¬ 
paratively small road, hut it gets nearly 134 per cent of the total tonnage. 

Q. Do you believe that the community of interest, established by those roads 
will absolutely control the anthracite coal situation?-A. I think that there is a 
sufficient community of ownership already to assure that. In other words, I do 
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not think that the Ontario and Western is allied to it in any way, and I do not 
think that Cose Brothers & Co. are; but I think that most of the others will act 
together. The Ontario and Western is a free lance, bnt it is not nnreasonable; it 
attends to business, and makes the same prices as the others do. 

Q. Do you believe events point to absolute ownership under one single manage¬ 
ment?—A. No; I think it would be a very injudicious thing, from the point of view 
of the coal roads. 

Q. Why?—A. It would simply provoke extreme competition. Then, besides, 
there is a natural bar to any total monopoly in the anthracite business. As I have 
always understood, when the price of anthracite goes above a certain level the 
consumption falls off very rapidly, because bituminous coal is used even under 
difficulties, and there is a great increase in the consumption of gas in the cities, 
and it is not practicable to keep the price of anthracite at any high level. 

Q. You say provoke competition?—A. Provoke legislation that might not other¬ 
wise be justified. I do not think it is the intention of the people connected with 
the coal roads, so far as I can see, to do anything more than agree on prices, and 
especially so as to avoid spoiling the market. 

Q. Have you an opinion as to the economies that will be effected by the com¬ 
munity of interest arrangement?—A. I do not Beo how there can be any special 
economy where there is no physical union of the properties. For instance, the 
purchase of the Pennsylvania Coal Company by the Erie does not, as far as I 
know, involve any consolidation of the affairs of the two companies. The chief 
expenses of coal production are mine work and breaker work, and that is more or 
less dependent on the tonnage. Where there would be, if it were possible, a great 
economy would be in the establishment of a single selling agency, That would 
save a great deal of trouble; but I do not know whether the matter is going through; 
it would certainly evoke some opposition. 

Q. (By Mr. Ripley.) Was that not the principle of Mr. McLeod's plan of 
181)3?—A. I believe so. 

Q. Namely, to establish a single selling agency?—A. Yes. Mr. McLeod had a 
pretty logical plan that dealt with the whole thing, and Mr. Morgan seems to have 
followed some parts of it in his recent operations. 

Q. He has apparently avoided certain pitfalls which beset the way of the former 
attempt?—A. Oh, yes; I think so. For a while the lease of the Jersey Central to 
the Reading was objected to at the time, but there can be no particular objection 
to the Reading's owning 51 per cent of Jersey Central stock. 

Q. (By Mr. Kennedy.) You believe, then, that the community-of-interest idea 
is for the purpose of eliminating the independent tonnage?—A. No; I think that 
was an afterthought. I think that arose from the necessity of buying up the inde¬ 
pendent or the possibly independent coal lands accorded by Mr. Morgan to the 
anthracite roads when the Pennsylvania Coal Company took up the new coal 
road, the Delaware Valley and Kingston, along the line of the Delaware and Hud¬ 
son Canal, and let it be known they were going to build their own line unless 
there was a fair reduction in anthracite rates. That stimulated the purchase of 
productive coal lands. 

Q. Which road purchased a large part of those coal lands?—A. TheOntario and 
Western bought quite a block from the Lackawanna Iron and Steel Company, 
which was owned by the Lackawanna; but that was a case where the tonnage was 
not really independent, because it was owned by one road and Bold to another. 
The Ontario and Western also bought about 600,000 more tons a year capacity 
this winter, That, with the tonnage of the Pennsylvania Coal Company, makes 
np about the 6 per cent I spoke of as having changed hands since this thing 
started. 

Q. (By Mr. Kennedy.) Can you tell us something about the pnrehase of the 
Pennsylvania Coal Company by the Erie Railroad, first by the commissioner who 
acted for them and then by the Erie Railroad?—A. All we know about it is that 
the operation was very quickly conducted. It was known that negotiations were 
taking place between Mr. Morgan and the Pennsylvania Coal people, and it was 
also thoroughly understood that he was acting for the Erie in the matter. Our 
understanding was that he paid the equivalent of about twenty-eight or twenty- 
nine million dollars for that property to the Pennsylvania Coal Company, acting 
for the Erie road. He got a commission—how much we do not know, bnt theordi- 
nary banker's commission in such matters. I think the commission took the form, 
to the syndicate, of some Erie first preferred stock. There was five millions of first 
preferred stock issned as a sort of honns in connection with the underwriting. 

Q. Did he pay a high price for the stock, and then did the Erie later on pay a 
still higher price?—A. I think that Mr. Morgan got a commission from the Erie. 

Q. Was not the pnrehase in the first place by nim, he making later a sale?—A. 
It was a purchase by him and later a sale to the Erie; hut it was necessary for him 
to follow that plan, because he had to act quickly. 
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Q. Was there a very high price paid for the Pennsylvania Coal Company prop¬ 
erty or was it considered a moderate one?—A. Well, so far as the records go, at 
least so far as I know the records, it is the highest price that has ever been paid 
for a block of coal land within the history of the business. 

Q. (By Mr. Ripley.) You mean per acre?—A. I mean per ton of output. That 
is the only way one can consider it. Of course, if the Pennsylvania Coal Com¬ 
pany has a large quantity of undeveloped land, which is not my understanding, 
this price is not so high; but. assuming that it is a fairly well developed prop¬ 
erty, the price paid in comparison with what Mr. Gowan paid for the Reading 
coal lands—that price broke the Reading at the time—is very high. You can figure 
it this way: Assume that the Pennsylvania Coal Company cost the Erie $83,000,000 
and that the Pennsylvania Coal Company's lands turned out 4j per cent of last 
year's shipments of coal. Now, the Reading turned out 20.7 per cent, and by 
making an equation between the two or valuing the Reading coal lands on the 
Pennsylvania Coal Company’s basis, they worked out at something between 
$135,000,0(10 and $180,000,000. At the time of the last reorganization those Read¬ 
ing coal lands stood on the books at $70,000,000, which represented not their 
original cost, but a considerable sum of money for deficits also that were charged 
for cost of land; but even if you suppose they cost $70,000,000 back in 1870, they 
stand to-day on that valuation as worth $125,000,000. Now, the Reading has gone 
into bankruptcy twice since that time—once in 1888 and the second time in 1898. 

Q. Was that bankruptcy due to carrying that land at so heavy a price?—A, 
Undoubtedly. 

Q. On this basis the purchase of the Pennsylvania Coal Company would entail 
an exceedingly heavy burden in addition to the present debt burden of the Erie 
Railroad?—A I think it will cost them 4 per cent on $82,000,000—$1,280,000 a 
year plus whatever dividends they declare on five million of preferred stock that 
went in. 

Q. In other words, how much, approximately, on each ton of coal that that Penn¬ 
sylvania Coal Company puts out has got to be charged up to interest on this pur¬ 
chase, approximately?—A. Approximately 60 cents: 50 to 60 cents a ton. 

Q. Supposing that this operation involves an addition of 60 cents a ton on each 
ton of ccal the Pennsylvania Coal Company puts out at the present price, what 
effect will that have on the price of coal produced in the entire remaining field?— 
A. It would not necessarily have that effect, because the Pennsylvania Coal Com¬ 
pany used to pay dividends at the rate of—I forget the rate, but it is a very large 
rate—and likewise piled up an enormous surplus which was divided among the 
stockholders before the deal was made, so that all profits of the Pennsylvania Coal 
Company will necessarily go to the Erie, whatever profits there may be on the 
output of coal. 

Q. In other words, this 60 cents a ton will not be put on the price of coal?—A. 
No: hut it will come out of the coal company’s profits. 

Q. Does not that profit concern the public?—A. It does not concern the public 
as much as it does the Erie. 

Q. (By Mr, Kennedy.) Do you anticipate any benefit to the coal-conBuming 
public as a result of this community-of-mterest arrangement between the rail¬ 
roads in the anthracite country?—A. I do not think that it will have very much 
effect either way. 

Q. You do not?—A. No; because experience goes to show that it is very easy to 
haul coal prices down, but very hard to put them up. It’ it had not been for that 
strike last year coal prices to-day would have sagged a little, and they have been 
unable even yet to put the prices to where Mr. McLeod bad them. My under¬ 
standing is that even at to-day's high prices, following the results of last year’s 
strike, the price is not as high as Mr. McLeod succeeded in establishing. 

Q. Is the price unreasonably high at this time?—A. 1 could not answer that 
question; I have no way of telling. But here is a point bearing on that; Not one 
of these coal roads, with the exception of the two old companies, the Delaware and 
Hudson and the Lackawanna, is doing very much more than making a fair divi¬ 
dend, and some of them are not doing that. Now, the Jersey Central is doing 
a good deal better than it was doing 3 or 4 years ago, but a great deal of its 
improvement has come from general business. The same iB true of the Reading. 
The Reading has made quite an improvement, and if yon will look into the Read¬ 
ing's figures, you will find that their general traflie, merchandise of all sorts, is 
very largely responsible for the amount, not the coal companies. The Lehigh 
Valley and the Reading Coal Company, and such coal companies as are reported 
separately by the railroad companies, all show deficits. The Lehigh Valley Coal 
Company showed a big deficit last year. The Lake Erie and Wilkesbarre showed 
profits. The Jersey Central has piled up an enormous debt. Now, you can 
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say, if you will, that the transportation companies simply charge everything to 
transportation, and that the coal companies most usually show a deficit; but the 
transportation companies are not making very extraordinary profits. Neither the 
Reading nor the Erie nor the Lehigh Valley nor the Jersey has done eery well. 

Q. (By Mr. Ripley. ) Do you refer to the absolute amount of profit or profits 
relative to the capitalization?—A. I mean earnings; I mean absolute figures. 
They do no: usually show very largely. They have not done nearly as well as 
many other c< mnames, and there is a distinct prejudice against these securities 
of anthracite companies on the ground that they are handicapped by the nature 
of the product. It is a very hard thing to control; it is an unsatisfactory thing to 
have to do. Anthracite is expensive to mine, expensive to handle, and the own¬ 
ers have never been able to control the market to such an extent as to make reason¬ 
able profits on anything but a very low capital- The reason why the big profits 
were shown by the De aware and Hudson and the Lackawanna Coal Company is 
that the capital was low at the start. 

Q. Have these companies ever been reorganized or in the hands of a receiver?— 
A. I do not think the Lackawanna or the Delaware and Hudson has ever been in 
trouble. 

Q. In other words, the roads which are kept on a low capitalization have steered 
clear of reorganization and leceivershipsV—A. Undoubtedly. 

Q. Those which have taken the opposite course have been continuously in the 
hands of the receivers?—A. Well, that is just the record. 

(By Mr. Kennedy.) You believe, then, that the public have an exaggerated 
belief as to the profits that go to the coal roads?—A. Yes; 1 think they ha\e. I 
would sooner go into the bituminous business, where coal is handled at 2 and 2i 
mills a ton a mile, than into the anthracite business where it is handled at 9 mills 
a ton a mile. 

Q. Why should there be such a difference in the handling of it?—A. I can only 
see the outside of it; but m the first place, as l understand it, most of this anthra¬ 
cite coal has to be hauled out over the mountains—pretty steep grades on those 
roads, some of them excessively steep. The Reading seems to be best situated in 
that respect. r lhen anthracite coal is broken and ha-' to be screened and sorted. 
You can not mix the cars, ami you can not handle cars of anthracite like you can 
cars of the bituminous Even at tidewater you have got to be careful of it. and I 
should say probably there is a justification for the difference. 

Q. Does not bituminous go in cars over the mountains?—A. As a general thing 
bituminous originates at the top of the grades. The Chesapeake and < )hio handles 
a large quantity of soft coal, and that coal originates almost on top of the grade, 
so that it >ou started the cars they would run pretty much to tidewater without 
a locomotive. That is true in a general way ot soft coal, as far as I know, on 
nearly all the railroads \vlii< h carry it. It is partly true also of the Pocahontas 
coal. eids and of the Northwestern fields on the Norfolk and Western. That is 
not true of anthracite. I speak now simply as an outside observer. I have no 
experience at all in these matters. 

Q. You would not be.ieve that this apparently high charge per ton per mile of 
anthracite in comparison with bituminous is put on by tho railroads for the pur¬ 
pose of (limmating the independent coal dealers, or has that rate prevailed all 
the time?—A. Oh, no: the independent operators used to have contracts with the 
railroads whereby the rate ot transportation they paid was based on tide-water 
prices. The raili oad took the coal and sold it. 

Q. How about the man who was independent in mining and shipping?—A. He 
would get the railroad to sli p what he had and would deal with the railroads after, 
this fashion: They would take Ins coal to market and sell it and give him 00 per 
cent of the price at tide water. New York. Now. there was an attempt made by 
the operators some 2 years ago or 18 months ago to change that basis to 65 and 05, 
and just befoie the Pennsylvania Coal Company was bought, or rather when the 
independent road protect seemed to l:e about materializing, concessions were 
made, as I understand, to a number of individual operators, and the railroads 
agreed to handle business on the 05 and 35 per cent basis, the operator getting 05 
per cent and the railroad 35 per cent. Of course the higher the tide-water price 
the better price the railroad got. 

Q. Then the independent shipper shipped at 35?—A. Sixty-five. He paid 35 per 
cent of tide-water price tor his transportation, and 1 believe that to be the ruling 
rate now. 

Q. (By Mr. C. J. Harris.) These anthracite coal roads could not haul the coal at 
the soft-coal price and make anything, could they?—A. They could not, because 
if vou look at their accounts they are not making very large sums anywhere. 

O It would not be a business proposition, m other words''— A. No. 

Q. (By Mr. Ripley.) I would like to ask a question. Can you make any state¬ 
ment respecting the terms on which the Jersey Central was purchased by the 
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Philadelphia and Reading? Iu what way does that differ from the operation of 
1893, in which the Philadelphia and Reading and the New Jersey Central were 
concerned?--A. In 1893 Mr. McLeod leaded the Jersey Central from the road on a 
7 per cent dividend. This time the Reading has bought something over 50 per 
cent, or else exactly 50 per cent of Jersey Central stock at §1(10 a share, and it has 
offered 4 per cent bonds to be issued in payment of the debt. 

Q. Is that quotation of 100 high as compared with the quotations of recent 
years?—A. It is the highest price tor winch Jersey Central has sold, as far as I 
know, since probably 1881. 

C^. The bonds will be floated to that amount?—A. Bonds will be advertised 
to-day—twenty-three millions of collateral trust 4 per cent bonds. 

q. Will the effect be to issue a large proportion of bonds, constituting a fixed 
charge?—A. Yes; the road undertakes a fixed charge of §920,000 a year, and it 
receives whatever dividends are received on Jersey Central stock, on the amount 
it holds, which is about 50 per cent. 

Q. Suppose a period of depression should come and the price of the remainder 
of that Central of New Jersey stock should drop, nevertheless this being fixed in 
bonds will remain a constant permanent charge'—A. Certainly. 

Q. Good times or bad?—A. Certainly. The fact is that the Reading bought half 
of the Jersey Central stock at tho highest price lor which it had sold in many 
years. 

Q. Will not that burden the lessee with a very heavy fixed charge on which it 
has to earn dividends in the future? A. Yes; §920,000 in one case and §1,280,000 
in another, and the interests on those sums must be forthcoming, good and bad 
times. 

Q. Will that have any effect on tho price of coal, the Reading being a large pro¬ 
ducer of anthracite coal, indirectly or directly?—A. In so tar as the Reading Com¬ 
pany and the people connected w.th the Reading Company and those other big 
companies can get a big price for coal, of course; they wil I try to do so. The whole 
question depends on the ability and the intelligence of those people to realize how 
Jar their ability can go. , think tin v mostly realize that it is-not jud.cions for 
them to attempt to get a very high pi ice lor coal. What they need is a steady 
market at what they consider to be a reasonable pi ice. 

Q. You have stated several times that certain of these roads are supposed to bo in 
common ownership. Is there any way of knowing publicly which roads are owned 
in common?—A. There is no matter of record: there are no figures; but it is thor¬ 
oughly well understood. For instance. Mr. Morgan represents a group of interests 
that are undoubtedly dominant in the Reading, Lehigh Valley, Jersey Central, 
Lackawanna, Erie with all its appendages, and it is believed that they are taking 
steps to control more or le-sthe Delaware and Hudson. But as to tho last named it 
is indefinitely known. It is believed in the street that the Delaware and Hudson is 
being brought into camp. 

Q. But such information as to the others, respecting the other roads is-A. 

(Interrupting.) A matter of hearsay; unofficial. 

Q. Is there any evidence of common action of those roads to a certain end, any 
evidence of substantial agreement on price to tide water, or anything else of that 
sort?—A. No; except that they all sell coal at about the same price and make their 
changes at about the same time 

Q. Is there anything new in that?—A. Nothing whatever; it has been going on 
pretty much that way since 1884 or 1885. There was a period of disturbance after 
McLeod’s scheme failed, and nobody knew just what the prices were, but during 
the last five or six years there has been the usual harmony of price that exists in 
any trade, i think that is the extent of the business here 

Q. Can you state anything with respect to tho men who are directors at the 
same time in a great number of these companies that you have mentioned? Are 
the same men in the directorate of a great number of these companies? Yon need 
not specify actual names.—A. I think they are. I think that Mr. Morgan has 
representatives in the Reading and in the Lehigh Valley, but I do not know 
whether he has yet in the Jersey. He has in the Erie, of course. 

Q. (By Mr. Kennedy.) You said .iust now that Mr. Morgan owned a dominant 
interest in some of these roads.—A. Mr. Morgan and the interests allied with him, 
the interests that he represents and acts for; quite a number of people are 
concerned. 

Q. Can you say what interests those are?—A. Mr. Morgan generally has the 
support of the leading financial interests in the street when he gets started in an 
operation. In this instance it is customary to talk of the Morgan interests, mean¬ 
ing just that line. People talk about the Morgan roads, the Vanderbilt roads and 
the Gould roads. The Morgan roads are the Reading, the Lehigh Valley, the 
Southern Railway; those are distinctive Morgan roads. 
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Q, It is not so much Morgan capital-?—A. (Interrupting.) That I cannot 

toll. Mr. Morgan has very large capital, and no doubt fie has a large amount 
invested. Ho is believed to have the power of changing the boards; in other 
words, what he says on tbqso matters “goes.” That is about the situation. Just 
why it should “go ” and how it goes we can only conjecture. 

Q. (By Mr. Ripley.) Is there any such influence in the directorate of the New 
England roads?—A. Mr. Morgan is supposed to be strongly interested in the 
New Haven, but the New Haven has otfier affiliations whicfi would prevent its 
being controlled by him except to a very limited extent. I do not know of any 
such influence. 

Q. You have heard the statement that in 1898 Mr. McLeod's downfall was due 
to the policy of the New Haven road acting through Mr. Morgan's influence?—A. 
I have heard that. 1 hat has been one of the things that have been suggested. 

Q. Does it appear to you to have been proven?—A. Oh, nothing was proven. 
There is a general impression that it was an incident of common occurrence, where 
one interest fights another. 

p. Is there, in your opinion, any attempt of these anthracite-coal roads to get 
an independent entry into New England over their own lines or over lines con¬ 
trolled by that same syndicate?—A. 1 haven't heard of any. The Poughkeepsie 
bridge route takes some coal now. 

Cj. (lly Mr. Kennedy.) Is there any overcapitalization of the coal roads?—A. 
I think anybody would admit that the Reading is overcapitalized, from the fact 
that after 4 years of pretty steady demand and prosperity the common stock is 
worth no more than 30 cents on the dollar in the markets. I think anybody would 
say that the Erie is overcapitalized. The record of reorganization of both of those 
roads was very faulty; they were left with heavy burdens. 

Q. Since you touch on it, I would like to ask if you care to speak generally on 
the overcapitalization of the American railroads.—A. I think, as a general thing, 
our railroads are not overcapitalized, if you take the railroads together they are 
capitalized for about $01,000 a mile, stock and bonds—both together. 

Q. All kinds of stock?—A. All kinds of stock and all kinds of bonds, which is 
about $8,000 a mile inoro than Id years ago; and ono reason for that increase in 
the capitalization has been such reorganizations as those of the Richmond Termi¬ 
nal and the Erie and the Reading. Each swelled the volume of junior securities 
that was not expected to get any dividend to an absurd extent. Now, take the 
case of the Erie, for instance. I have not figured up just how the new securities 
of the Erie compare with the old, but the old Erie had a capitalization of about 
$70,000,000, common stock, if I remember right. Now it is about $.'>0,000,000, pre¬ 
ferred, and $112,000,000 of common. It lias not any more property now than it 
had then, and it has more bonds. In other words, the Erie road is undoubtedly 
capitalized for a good deal more per mile to-day than it was 20 years ago. 

Q. Is not the Erie a more valuable property to-day than 20 years ago, from the 
earning standard?—A. I think so. because tho country is growing up to the 
Erie. Mr. Hili is recognized, I guess, as the foremost railroad man in the United 
States, and Mr. Hill has told his friends that he thinks the country has grown up 
to the Erie road now and that it can make some money, and perhaps pay some¬ 
thing on the common stock. But. you know, for tho last 5 years Erie stock has 
been a joke in the street. Everything else has gone up, and people have taken an 
interest in it. It was only when Mr. Hill went into the road that anybody paid 
any attention to Erie stock. 

Q. (By Mr. Ripley.) What has been the movement of that stock since that 
time?— A. It has gone up from about 15 to 30; just about doubled in price. 

Q. (By Mr. Kennedy.) is not some of this increased capitalization of the Erie 
justified on account of the value of the property from an earning standpoint?— 
A. There was no necessity for it. The old Erie common stock sold in 1892 for a 
higher price than what the Erie common is selling for now. Eight years ago 
the old Erie common stock sold for more than the present does. There was no 
necessity to issue great masses of all that stuff. It is a wrong principle. What 
Mr. Morgan did in all his reorganization was to estimate tho minimum of earning 
capacity and take care to get the fixed charges down to that, but when he came 
to charges that were not fixed, or to securities dependent on future prospects, peo¬ 
ple could pretty much help themselves. 

Q. How is 1 he case affected by this overcapitalization?—A. It is not affected; it 
has no power whatever on the rates or earnings. Capitalization is a resultant 
of forces, arid not a force itself. 

Q, Would the labor part of a transportation line be affected by it?—A. No. A 
railroad nowadays starts with gross earnings, and its earning capacity varies 
strictly with its gross earnings. And if yon know what a road's gross earnings 
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are likely to be, you know what its capitalization is going to be. No matter how 
you start, whether with the cost of the road or promoters’ profits four times mul¬ 
tiplied regardless of cost of the road, you must come sooner or later to where your 
capitalization must meet your earning capacity. Earning capacity is the final 
test of capitalization. It is the only thing that prevents overcapitalization, because 
all the other factors tend to make it swell. It is the natural tendency of bankers 
to promote. It is their business. As earning capacity grows the tendency is for 
capitalization to grow with it. 

Q. You think passenger rates and freight rates are in no wise held up by over¬ 
capitalization?—A. Not by overcapitalization. They are governed by conditions 
into which capitalization does not enter at all. That is iny view. 

Q. (By Mr. C. .T. Harris. ) Where there was a dispute in regard to rates, and it 
was taken before the Interstate Commerce Commission, then, of conrse, the capi¬ 
talization would have to be considered; they would have to deduct, as you say, 
the actual capitalization—that is, what it was worth-not what paper bonds or 
stock might be issued?—A. I should not consider that would be the way to go 
about the question at all. I should differ entirely with the Interstate Commerce 
Commission. I do not think the original cost of the road has got anything what¬ 
ever to say to reasonable rates. 

Q. But you would have to take into consideration the actual value of the road 
some way, would you not?—A. Not its original cost. Tlieie is only one way to do 
it—earning capacity and a reasonable return on the capital. 

Q. (By Mr. Conoer.) Capital invested or capital stock?—A. Why, take the 
whole volume of capital invested. I should say that if a railroad were to pay any¬ 
where from (i to 8 per cent on all the stock and bonds, on its cost of road, the item 
of cost of road in a balance sheet, as a rule, will como near representing the stocks 
and bonds on the other side, except where a railroad lias investments in the stock 
of another road. But you will find the cost of equipment about represents the 
quantity of bonds and stocks outstanding. 

Q. Does the account *• cost of road " on tho books of a railroad corporation usu¬ 
ally indicate the sum for which that road could be reproduced?—A. No; the cost 
of duplication is a very different thing from the original cost. Now, the strength 
of the Pennsylvania Railroad today lies in the fact that it is only bonded for about 
§47,000 a mile. You could not duplicate the Pennsylvania Railroad to-day for 
twice that sum. To lio'd the Pennsylvania Railroad down to 8 or 8 per cent on 
$47,000 a mile is to limit the recompense for ability, care, and economy. 

Q. Is it not a fact that on the books of some of these railroads this cost of road 
is usually much more than the cost of repioduction, that having been brought 
about through construction companies, or something of that sort?—A. The cost- 
of-road item generally contains a good deal of matters that ;fre not purely con¬ 
struction, such as discount on bonds and analogous items, and it may happen that 
those are unusually large; but it will not, as a rule, represent a great deal more 
than tho actual sum so spent. The Atchison road, when Mr. Stephen Little 
examined it, showed the composition of tho line, and it did have a great deal in 
the item that represented other things besides rails and ties and work on the track. 
Those things are cost of the road. Discount on bonds is cost of the road, in that 
sense. 

Q, Well, certain discount on bonds might be justifiable in the cost of the road, 
but on the other hand I think you would have to agree that cases have been known 
where contracts have been given to construction companies, those construction 
companies being in fact officers of the road, for pretty fancy figures.—A. I have 
heard of such things. 

Q. Fifty per cent, or 100, more than the road is built for?—A. I think if you take 
the cost of equipment of the roads of tho United States, if vou had an Interstate 
Commerce report or a Poor's Manual, and take that item for all the railroads of 
the United States, I should say it would represent within probably 10 or 1.) per 
cent the actual cost of those roads as charged to that account, but it would not 
begin to represent the real valne of those roads. 

y. You think the real value would be inuoh more?—A. Because the railroads 
have become naturally more valuable on account of the growth of population; and, 
second, because large amounts of money have been diverted and gone to the 
improvement of the roads and no credit taken tor it in the permanent accounts. 

Q. Is not the reverse sometimes true, that the charges have been made to appear 
as assets—cost of roads—when they really ought to have gone to operating 
expenses?—A. 'I hat is true in a sense, but if you were to subtract the amount 
charged against income and spent for betterment of the property yon would have 
a tremendous balance on the other side. It is pretty much impossible for a rail¬ 
road to do that now without its being incidentally jumped upon. 
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Q. You stated a few moments ago that you take issue with the Interstate Com¬ 
merce Commission as to its method of ascertaining a reasonable rate. Can you 
outline what you think would be a proper way?—A. No; I think just enough to 
disagree with their method. I do not see any method to determine a reasonable 
late; only I do not think the original cost of the road should have any important 
bearing in the matter at all. There are just two things that seem to me to bear 
on the matter, and one of them is the cost of duplication—laying down alongside 
of that railroad another railroad similar, with terminals, with business provided 
for it, and everything else. That seems to me to be the more important thing. 
If a road cost §1.1,000 a mile 30 years ago, and has kept its capital account intact 
and added nothing to it, and to-day is earning $(5,000 or $7,000 a mile gross, and 
making the equivalent net, I do not think its construction accounts, as they stand 
on the bookB, have anything to say on the matter at all. Otherwise you prohibit 
all growth. I do not agree with the Interstate Commerce Commission plan. I 
should be very sorry to have to get up and prescribe one, but I disagree with their 
method. 

Q. (By Mr. Ripley.) Is not a large amount of this increase in the value of 
railroad property due to the rise of value of land itself—that is, to the increase 
in the value of the right of way?—A. Well, I should say that the increased value 
of the land is largely the result of the presence of the railroad and the growth of 
the population. 

Q. The railroad was there 30 years ago, and the population, was it not?—A. The 
railroad has preceded the population in a general sense. In all parts ot the United 
States the railroad has gone iir.st and the population have followed. 

Q. How does the capitalization of the railroads compare with the capitalization 
of our new industrial combinations?—A. There is no standard by which one can 
compare the two; but I do not hesitate for a moment to say that, comparing the 
average of all railroads of the United States with such companies as Federal 
Steel and Steel and Wire and these other big concerns, that the railroads are cap¬ 
italized in an ultra-conservative manner, or, if you would like to put it around, 
you could say the others are capitalized up to the limit that the people that are 
expected to Duy the stocks wdl take. You know there have been cases where the 
capitalization of some railroads has been absurdly low, and there has been a tend¬ 
ency in all such cases for these railroads to bo reorganized in just a contrary 
fashion to that in which a railroad is reorganized when it is bankrupt. Tho Chi¬ 
cago and Alton is an excellent case. It was a peculiar proposition. For the mat¬ 
ter of about 18 or 1!) years it stopped still; would not build anywhere; just simply 
stood still and ran its load. Mr Blacksione, who was quite an elderly man, was 
in control—almost held control himsell; with two or three others he held control 
of the road. It stood still and paid big dividends of 7 or 8 per cent on its common 
stock right along. Mr. Blackstone became sick, and some of the directors con¬ 
cluded to sell the road. At the time they were selling it they had an earning 
capacity of about, if I remember right, $2,900,000 a year. That was the net earn¬ 
ing capacity of the Alton road. It was a machine that was turning out that 
much in net earnings, and it was then capitalized, if I remember right, for about 
$24,000,000. I will give you the figures exactly [reading from book]. The road 
had twenty-two millions par value of stock, of which some was common and 
some preferred; and it had about eight millions of bonds as well; call it thirty 
millions altogether, and 1 think it earned substantially $2,900,000 a year with rea¬ 
sonable certainty all the time. The earnings were very steady. They didn’t 
grow, and they didn't fall off. Now, the bonds on the road and rentals—the com¬ 
pany had leased some lines—absorbed a matter of $1,100,000, which left substan¬ 
tially $1,800,000 for the stocks. Now, when Blackstone was sick these stocks 
were offered. The Alton road was in the market. Nobody that had the money 
would buy it. It was offered first to a big railroad man, whose name is not nec¬ 
essary to mention, because he didn’t buy it. Then Mr. Stilwell, of the Pittsburg 
and Gulf road, tried to form a syndicate to buy it, and for some two or three 
weeks talked about it; but he could not do it—was not big enough—and finally 
Mr. Harriman bought it, and Mr. Harriman agreed to pay $17.-) a share tor the 
common stock, and $20i) a share for the preferred stock of the old road, represent¬ 
ing a cost to him of $40,000,000 for the $22,000,000 of stock. He bought the earn¬ 
ing capacity of the Alton road over its bonded debt of $1,800,000. Mr. Harriman 
then added a matter of about 44 to 5 per cent of earning capacity on tliecost price 
to him of the Alton road. He knew that a first charge on that earning capacity 
could be floated'at 3‘, per cent, or even less. In other words, he knew he could 
get his cost price and leave himself the res't for his profits. Well, sir, the Alton 
road, after having had a capitalization of eight millions of bonds and twenty-two 
millions of stock, now has a capitalization of $54,000,000 of bonds and $40,000,000 
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of stock, in all $94,000,000; and fixed charges on those bonds and the dividends on 
that preferred stock just absorbed the $3,900,000 earning capacity of the Alton 
road. 

Q. Is it the same road in mileage?—A. Notaltogether; because they have bought 
a small piece of road, about SO miles long, that they didn't have before; but it is 
substantially the same. Instead of being about 04? miles it is about 900. There 
is a case where you see the bonded debt has been swollen nearly seven times and 
the stock capitalization has been doubled, and yet the road did not have to earn a 
dollar more than what it used to earn before, and everybody is ahead. 

y. (By Mr. Ripley. | Is everybody happy? Are the shippers along the line 
of the road happy?—A. I do not know whether the Alton has made any change in 
rates or not. 

y. Referring to a question by the chairman, do you assume for a moment that 
that road was entitled to earn bv the rate on freight a return on nmetyodd mil¬ 
lions of capital?—A. Certainly not. 

t ,. IVhat basis is it entitled to a rate upon?—A. It is entitled to earn a fair rate 
on l he cost of laying down another Chicago and Alton road alongside of it to-day. 

y Which would be how much, so far as you can judge?—A. 1 could not tell 
what it would cost to du; licate the terminal: but. in a general way, if you will 
allow free trade in the building of railroads, and especially if there is any possi¬ 
bility ot securing condemnation of proparty for terminals, a railroad's rate will be 
kept down to such a point as for it to be just unprofitable to put down another 
road. 

y. The result of this experiment is that you have a vast amount of securities at 
a very low quotation:—A. No; the quotation has gone up. too. The present 
quotation for Chicago ami Alton it per cont bonds is about 92, and there was thirty- 
two millions ol them; call it 90. and you get $28,800,000. If you take the twenty- 
two millions of ill per cent bonds at, say. 85- 

y. (By Mr. Conger, interrupting.) Second-mortgage bonds?—A. Well, that is 
what they amount to, but they are not so called. You see, there are two compa¬ 
nies, the Chicago ami Alton Railroad Company and the Chicago and Alton Rail¬ 
way Company, which owns the stock of the old company and has issued its own 
stock. The preferred stock, $40,900,000. is worth $75 a share—that Is. $110,000,000. 
The common stock is selling for $40— that is, $10,000,000. There you have a market 
valuation of $10,500.000. The Alton road is valued in the market at $70,000,000. 
The maraet value was not to exceed $45,000,000 when Mr. Harriman got it. 

y. (By Mr. Kennedy.) What were the bonds then?—A. The capital stock was 
$22,000,000. partly common and partly preferred, and the bonded debt $8,000,000. 

Q. That is about $110.000.000?—A. Yes. in par value, which was valued atsome- 
tliing better than $15,000,000. The capital stock and bonds now amount to 
$94,000,000. 

y. Have you a well-defined idea about what it would cost to duplicate that 
road?—A. 1 argue from the lact that there is plenty of money available for such 
enterprises that there is not a good deal of money ; n duplicating; in other words, 
another road could not come in there and do very much better than those in exist¬ 
ence. There was a project some three years ago to build a new line from Chicago 
to St. Louis. There are three lines now. if I remember right—that is, the Alton, 
the Wabash, and the Illinois Central. There was a project to take a short line 
called the St. Louis and Northern and extend it into Chicago. That project was 
backed by some bankers here, and it was killed because the other roads did not 
want another Chicago line: there was no need for it now. They simply bought 
it up, and the Alton now owns that. If there was a great deal of money in put¬ 
ting down another line between Chicago and St. Louis to-day I should think that 
is a very easy way to make money. 

y. Yon argue that the value of it is not what a line costs, but what it costs to 
duplicate it?—A. To duplicate it: yes. 

y. it cost not to exceed $50,000,000 to lay it down in the first place?—A. Yes. 

Q. I would like to get an idea what it would cost to duplicate it.—A. I am not 
competent to pass on that. All I know is, it would cost a great deal more than the 
original line cost. 

Q. (By Mr. Conger.) The 600 miles of track could be duplicated for much less 
than $70,000,000 at the present value?—A. That is, not the Alton road. The Alton 
road has more mileage than you indicate. What is more, it will take ten years to 
finish that road. After you get the whole road laid it is not a finished road then, 
You have to keep on spending money on the road tor many years. 

Q. On that theory a railroad is never finished, is it, in point of fact?—A. Never; 
because when you get it done you have got to throw it away and get another one. 

Q. Is it not probably a fact that the value of this road—that is, a large portion 
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of the present market value of it—is in the terminal facilities?—A. Yes. You 
know that low-priced stock sells higher relatively than a high-priced stock will. 

Q. There is a percentage of advance?—A. A big percentage. In other words, 
if you have 6 per cent income to give away on a stock, you can sell your stocks for 
a great deal more money by making a 4 per cent stock and a 2 per cent stock than 
by making a 6 per cent stock, because there is always what the people call 
“prospects.” 

Q. I recognize that principle very well; but I think the Standard Oil and the 
Calumet and Hecla and several other stocks that might be mentioned are sufficient 
evidence of the fact that stock may be sold at a premium?—A. Certainly; but 
here is a case where the stock has been issued to about as much as the market will 
take. It is a case of making a profit; that is all. 

0. (By Mr. Ripley. ) In view of its being undercapitalized?—A. In view 
of buying a good thing at a reasonable price. Mr. Harriman bought the Alton 
road at a 5 per cent basis, and he knew very well that on the present basis of 
interest account there was a very large profit in it. 

Q. Has there been any complaint that that profit was not widely distributed 
between those who subscribed to the enterprise?—A. I believe the syndicate made 
a profit of about 16 or 1H per cent. I do not know, but I think it did. I was not 
in the syndicate, but I think there were other profits that the syndicate did not 
get. They got all they contracted for, but the mere fact that there were other 
profits, I suppose, made them feel perhaps that they would like to have had them. 

Q. Has there been any account of such profits?—A. It is not usual in such cases 
to make any profit. 

Q. Is the difficulty due in any way to the fact that the finances are not regulated 
by the State governments? Would it be competent for any State government to 
regulate the finances of a road? Could a State regulate the financial operation of 
an interstate road?—A. In what way? 

Q. By controlling the amount of issues, or giving assent to leases, or in any way 
exercising jurisdiction over them. In other words, could a State prevent undue 
overcapitalization of this road?—A. I do not know that this capitalization of the 
Alton road is going to have any special effect on the public generally—upon none 
except those people who buy the stock. 

Q. It is unfortunate to the holder of the security?—A. I think the man who 
buys Chicago and Alton stock at 40 is going to get left. 

Q. Ought not the State to protect the investor?—A. It can not do it; he refuses 
to be protected. The only way you can protect him is to make it a penal offense 
to gamble on Wall street. He wants to gamble. He thinks he is the man who is 
going to get the money, and that the other fellow will get left. 

S . You would not advocate any Federal legislation to control or supervise finan- 
operations of this kind?—A. It would be impracticable. I do not think it 
would be wise to attempt it. 

Q. You are aware of the policy of Massachusetts?—A. Yes; it is somewhat simi¬ 
lar to the English policy. 

Q. Will you state your opinion respecting that policy?—A. I think the English 
system and the Massachusetts system both are good, very good, but they tend to 
protect the railroads. Their effect is not to protect the public, but to protect the 
railroads, because it is practically impossible to get a competing road. All you 
have to do in England to show that the road should not be built is to show that it 
would injure the interests of the road already there. 

Q, Is not that for the benefit of the community, if there is a sufficient number of 
roads built to accommodate the people?—A. I think so; I am entirely of that opin¬ 
ion, But that is not theopinion of the shipper; that is not the opinion of the Inter¬ 
state Commerce Commission. 

Q. Is it not the opinion of the railroad commissioners of the State of N ew York? 
Have they not lately refused to grant new charters?—A. Yes. I think it is very 
wise. 

Q. Has not that policy been commended, as a whole?—A, I think so. It is a 
good policy. 

Q. If it is a good policy for New York State and Massachusetts and in England, 
why should it not be a good policy for the United States, making allowance for 
the need of roads in certain parts of the country, namely, the West?—A. The 
peculiar thing about the United States has been that it has been run on the theory 
of protection, whereas England has been run on the theory of free trade; but in 
England the railroads have been protected, while in the United States the railroad 
industry has not merely not been protected, but i t has been very seriously harassed. 
The result of it has been that, so far as the production of cheap and good trans¬ 
portation is concerned, the United States leads the world. In England they are 
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away behind the times in that respect; lint I am of the opinion that it would be a 
very good plan if yon had to seek legislation before you could build a road right 
alongside of another road. 

Q. (By Mr. Kennedy.) How does the capitalization per mile of English roads 
compare with the capitalization of the American roads and those of other European 
countries where the government has more control over them than in this coun¬ 
try?—A. The capitalization of the roads in Great Britain, if I remember right, Is 
somewhere between $220,000 and $240,000 a mile, and ours is about $61,000. 
Their roads are capitalized for about four times as much per mile as ours are. I 
do not know anything abont the capitalization of French and German railways, 
beca. se it is difficult to get figures. 

y. Can you give the reason for that?—A. When the British railroads were com¬ 
pleted, along in 1840and 1850, the land in England was worth agood deal more than 
here, for one thing, and then you must remember in the capital account of English 
railways is still included everyatom to every man, and everything connected with 
the early operations of the roads when they started to build the roads, and the 
English roads have always capitalized everything that could possibly be capitalized 
since that time, and are still doing it. 

O. If the road was laid with iron rails at the beginning, and now with steel 
rails, is that old account considered in the capitalization?—A. All the iron is there, 
and such additional cost as would be involved in putting down steel. If they put 
a switch box that was not there before, it goes to capital. I asked some English 
railway managers what their theory was on that point, and one of them made this 
statement: Whatever snm of money is necessary to make the railroad in perfect 
condition to-day, no matter what it was before, it is capital account; the result 
being, of late years, the rate of return of English railway stocks has been falling 
quite materially. The English railway has got to a point now where they have 
got to stop swelling the account any more and try to improve their operations. 

Q. Do you know anything about dividends that are paid upon the stock of 
English railroads?—A. Yes; the best English railroads pay dividends ranging from 
about 5 per cent to 7} per cent. 

Q. On stock representing that large capitalization?—A. Yes. 

Q. (Iiy Mr. Conger.) Usually bonded, are theynot?—A. They have debentures, 
but those are very small. You may take it that their capital stock is about the 
largest item. I think their debentures and forms of bonded debt do not amount 
to more than about 30 per cent of the whole. 

Q. (By Mr. Ripley.) Will you state your opinion respecting the policy in 
Massachusetts of holding capitalization strictly down to the investment of the 
road.' Are yon aware that that is the policy?—A. Yes. 

Q. Have you any opinion respecting its applicability to the rest of the conntry, 
or what the effect would be if tried by the States, conforming to that policy, or by 
the United States Government enforcing it?—A. I think it would be a good thing. 
I do not see any very great objection to it. There might not be so much in the 
way of commission for bankers, but it would certainly tend to make the value of 
stocks more stable. 

Q. As an example yon mentioned some time ago the Kansas City, Pittsburg and 
Gnlf Railroad. Will you state if that is a typical example in the financing of rail¬ 
roads?—A. Yes; the Pittsburg and Gulf road was started by Mr. Stillwell, a man 
of very sanguine disposition and great energy, and he conceived the idea of build¬ 
ing a line direct from Kansas City to the Gulf of Mexico and establishing a deep¬ 
water port on Sabine Lake, which he proposed to dredge, and he proposed to pat 
a ship canal from Sabine Pass up to the lake. The reason he took Sabine Pass 
was because the land there was pretty much owned by the people interested in the 
road. At a place called Port Arthur it hah a depth of 6i feet, with nothing but 
mud below. He started in to dredge the ship canal for 11 miles and dredged on 
this lake. He was able, by dint of hard work, to raise money for the completion of 
the road, mainly in Amsterdam, and the way he financed it was this: He had a 
mortgage which permitted him to issue bonds at the rate of $25,000 a mile for the 
road, for the main track, and also lor yard tracks and terminal tracks. If you 
remember that point yon will see where it comes in presently. All these bonds 
he sold at whatever he conld get for them, generally 65 or 70 cents on the dollar, 
and he threw in common stock for a like amount as a bonus, and these bonds were 
dealt in here for, well, somewhere around 60 or 70, and common stock hung 
around about 10 cents on the dollar. Anyway, the people who took the bonds, 
many of them, were able to get out, because the bonds had a value; but it was 
obvious at the start that the property could not carry this rate. They got out. I 
think, twenty-one millions of bonds before they finally went into bankruptcy. 
Their mortgage was peculiar in this respect, that it allowed them to issue $25,000 
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a mile, not merely for main-track mileage, but if they chose to lay five or six tracks 
alongside their main track and call it a yard they got $35,000 a mile of bonds for 
every mile of that track. And they did build 00 or 100 miles of such yard track, 
and they issued $25,000 a mile in bonds on that yard track. All they had to do 
when they wanted a million or two was to build yard tracks and put out bonds, 
which they did. The road went into bankruptcy, and is now the Kansas City ami 
Southern, with fixed charges cut down and reorganized, and it has a pretty fair 
show. 

Q. (By Mr. Ripley.) There is no body which has supervision over an inter¬ 
state road of that kind to examine it in advance of its charter and exercise control 
either over the prospectus or over the atiair in any other way?—A. As iar as I 
know, none. 

Q. Would it not be an advantage if interstate roads could be under control in 
that way?—A. Very great. The Interstate Commerce Commission has been oper¬ 
ated simply and solely I rom the other side. It has looked to the interest of the 
shipper right along, and has restricted and resti anted the railroad—has not pro¬ 
tected it at all. 

Q. The point I was getting at is this: Whether in your judgment it would con¬ 
duce at all to the security oi the investor and to the prevention of costly compe¬ 
tition of paralleling of roads for specuialive purposes if the interstate Commerce 
Commission were to have an extension of its powers corresponding to such super¬ 
vision as is the caseinsome States in these matters'—A. I think the Massachu¬ 
setts railroad law shou'd be enacted in a general sense, or woven into the Inter¬ 
state Commerce Commission law. The Interstate Commerce Commission law is 
too one sided as it is. 

tj. Purely in the interests of the public?—A. Purely in the interests of the 
public. 

Q. Without any regard to the investor?—A. Yes; the investor as the owner of 
a railroad. Certainly, I think that would he a very good thing. 

Q. (By Mr. Kennedy.) What, in your opinion, inis been the influence that has 
been most potent in bringing about the consolidations of railroads which are going 
on at such a scale in the country now?—A. Really, it was the logical outcome. 
The movement goes back to the enactment of the interstate-commerce law. When 
tiiat law was passed the railroads found themselves without what they conceived 
to be their only source of strength, namely, pooling. As a matter of lact,, it was 
not, hut they thought it was, and. as you know, one by one the ground was 
knocked from underneath on the various other forms of .organizations, in place of 
pooling, and when the Trans-Missouri Association s decision came the last straw 
was gone, and Mr. C. P. Huntington—who is generally understood to be the 
inventor or the crystallizer of the community-of-ownership principle- said the 
only way lor the railroads to protect themselves at all and keep things in order 
and prevent discrimination in rates was for the men who owned them to run 
them; in other words, for the directors to d rect. Now, it lias always been the 
case that a few groups of bankers—very iew of them, probably seven or eight — 
really were in position to control 55 per cent of the important railroad mileage of 
the United States. You can count up now a list of probably six or seven men or 
interests that control 100,000 miles of the most important mileage of the country. 
This is a matter of public knowledge; it is not a matter of record. Now. what 
these men have done is this: Take the case of the Valid rhilts and the Pennsyl¬ 
vania Railroad Company; Borne time ago the Vanderbilts and the Pennsylvania 
Railroad people are supposed to have gotten an agreement affecting the trunk-line 
situation and the anthracite situation and the soft-coal situation. There was a 
division of responsibility. The Pennsylvania said, “ I will keep everything quiet 
and orderly in my bailiwick; 'and the Vanderbilts said, "We will keep everything 
quiet in ours.” That is what we all suppose took place. At all events, the trunk¬ 
line situation has been quiet, and nobody is getting knowledge, and tho same is 
true of the soft-coal situation. It is just this one thing of cutting down business; 
it is not any effort, necessarily, to control. Now, there have been cases where the 
control idea has been rendered necessary. For instance, in the case of the Union 
Pacific. The Union Pacific bought the control of—substantially, I think—the 
Southern Pacific. Why? Because the Union Pacific was, by nature and by Con¬ 
gress, intended originally to form one line with the Central Pacific, but the own¬ 
ers of the two drifted apart, and this was the first chance they had to put the two 
together, and the Union Pacific people bought the Southern Pacific road simply 
and Bolely for that Central Pacific line to get a clean line through from Omaha to 
San Francisco. 

Q. (By Mr. Ripley.) That happened this present year?—A. This last month. 

Q. (By Mr. Kennedy.) Are they likely to get away from the Southern system?— 
A. They have the means to do so if they want to, and I would not be surprised if 
they did. 
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Q. What would that mean?—A. The Central Pacific stock, preferred and com¬ 
mon. waa deposited as security for the issue of Southern Pacific 4 per cent bonds— 
twenty-eight millions collateral trust bonds—and those bonds can lie called at par 
and collateral released. Now, the Southern Pacific can undoubtedly, if it so 
pleases, sell to the Union Pacific the common and preferred stock of the Central 
Pacific, and thus give the Union Pacific the absolute ownership of the Central 
Pacific from Ogden to San Francisco, making the line complete, 

Q. 1 take it from your reply to my former question that you lielieve the Supreme 
Court of the United States, by its decision in the trans-Missouri case, killed the 
practice of pooling as a practical question, and forced, in a way, the combinations 
which have been going on ever since in the railroads?—A. Yes: and I do not think, 
even if a law were passed allowing the railroads to pool, they would pool. This 
has been the simplest and safest solution of their trouble; in fact, the only safe 
solution. None of their associations were of any value. There was always some 
member kicking and making trouble in it. The combinations were very costly to 
maintain, and they were always having trouble with them. There was not one 
of them that worked well, not even the Trunk Line Association. Therewasarow 
therehalt thetitne. Well.allthatisfinished. The railroads aiedirected by their 
own directors, and these people happen to be the same directors for many of them, 
the effect being that it a man gets a rate or gives a rebate, and does something he 
ought not to, he can be reached at once. 

q). This scheme will do away with ruinous competition, and perhaps with the 
former trouble that brought about receiverships, etc.?—A. It will certainly tend to 
prevent disturbance of rates. Rates have been more stable in the United States 
in the last two years than they have been in the last thirty years. I guess there 
is no question about that, The rate situation has been al solntely peaceful com¬ 
pared with what it was three years ago. 

Q. Y’ou look upon the commnnity-of-interest consolidation of railroads as a 
good thing, then?—A. I think the community of ownership, as it is called, whereby 
the management of these roads is concentrated in a few bands, may in theory be a 
bad thing, but in practice it would not be found profitable as a bad thing, In 
other words, if they do not run these railroads on the principle of stability of 
rates, economy in management, and efficiency in running the machinery, there is 
no sense in it. and I am positive that that is what they have in mind. 

Q. Do you think that the great financial men of the country, half a dozen men, 
have in mind the absolute ownership of these great railroad systems?—A. I do not 
think so; I have never seon any evidence of such disposition. I think what they 
desire above all else is so that the control shall be concentrated, so far as the 
avoidance of trouble is concerned- the avoidance of fights, rate wars. Now, there 
is the Burlington road. It is absolutely independent and uncontrollable, and it is 
outside of everything. It has no affiliations. The Burlington road is a factor m 
the situation that I suspect will have to be dealt with by purchase. I should not 
be surprised if the Burlington should be purchased at a high price, too, for the 
safety of the other roads. 

Q. Have yon anything to say on the question of Government ownership of rail¬ 
roads?—A. I do not think it would lie good for the Government or good tor the 
people. I do not see why the Government should own the railroads at all; I do 
not aee any more reason for it than that the Government should go into the steel 
business or newspaper business. There is no essential difference between the two 
things. The manufacture of transportation is just as much an industry as the 
manufacture of steel. 

tj. (By Mr. Conner.) How far should that regulation go as to rates? Do you 
think the Interstate Commerce Commission at the present time has sufficient 
authority over rates?—A. Whether they have had the direct authority or not, I 
think rates in this country are not merely actually but relatively lower than they 
are in any other country in the world. 

Q. Do you attribute that fact to the authority exercised by the Interstate Com¬ 
merce Commission?—A. Only in part, I think that nine-tenths of what we regard 
as harm done by the railroads is due to overbuilding and unwise competition. 
The Interstate Commerce Commission simply accentuated it and put the dot on 
the“i. M 

G. You said a little while ago that yon thought It should be made necessary to 
seek legislation before a railroad could be paralleled. If a road is to be protected 
to that extent by the Government, ought not the Government toexercise authority 
over the rate to protect the public against exorbitant rates?—A. But the commis¬ 
sion has been doing that, so far as I understand. I think it has done a good deal 
in that way. 

Q. Do you understand the commission, under the present law and interpretations 
of the law by the courts, has authority now to reduce rates?—A. No; I do not think 
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it has final authority to reduce rates, but it has authority to doagreat many things 
which practically bring about a reduction in rates. 

Q. Is it not a fact that the authority that was supposed to be given to the com¬ 
mission in the law as originally drawn has in a great measure been taken from it 
by decisions of the courts?—A. I think so. I think it may be true that the framers 
of the act intended to give powers to the commission which thelawdid not directly 
sanction; but at the same time the question of reduction in rates is a matter that 
could hardly be final with anybody except the Supreme Court, as I should take it. 
It is a very serious thing. You can not delegate to a subordinate judicial body 
the power to name rates over all the railroads of the United States, making it per¬ 
fectly simple for that body to name any rate it might please and to regulate the 
whole business, 

Q. I do not know that anyone contends for any such authority to fix rates in any 
sort of way, but I think it is contended that the commission should be given 
authority to regulate them.—A. The commission can not regulate them without 
fixing them, and if the Interstate Commerce Commission has authority to say what 
is a proper rate and what is not, it is a serious matter. It is an authority you can 
not put in the hands of any body of that character. 

Q. (By Mr. Kennedy.) Has the Interstate Commerce Commission anv powers 
at all, to amount to anything? Has it any powers that the railroads are bound to 
respect’—A. They have not so many powers as they thought they had and that 
the railroads feared they had at the start. No, I guess not; I do not think that the 
Interstate Commerce Commission as an active body is what I should call a very 
powerful body. I am not familiar with the powers they have. What good 
influence has it in transportation matters' It has promoted very free discussion 
of questions. There is one good thing it has done, if it has never done anything 
else, and it is a matter of great importance, and that is the inauguration of a sys¬ 
tem of uniform reporting. Their annual reports are very good. 

Q. (By Mr. Conger. ) Do you think that power along that line should be extended 
so as to give them authority not only to prescribe uniform accounts, but also to 
inspect and andit the books of the railroad companies?—A. That would be pretty 
much impracticable. They do about all they c;in be expected to do in their own 
reports, and if the railroad can lie compelled to furnish the figures called for in 
the Interstate Commerce Commission report, they can not go very far wrong 
without its being very evident very soon. 

Q. Would it not be possible to give them authority to inspect accounts to the 
end that by the inspection they might detect discriminations in rates, of payments 
of rebates, and like things?- A. You mean to go down on the railroads without any 
warning and look over their books to ascertain if they are paying i ebatcs? 

Q. Well, possibly.—A. You mean like the bank examiner comes in, suddenly? 

Q. Yes.—A. Well, I do not know that there would be any necessity for that, 
because, as far as can be learned, as far as we know, the payment of rebates is 
pretty nearly dead. 

Q. You think that is a fact?—A. I do. 

Q, You think that uniform rates exist now to all shippers alike?—A. In a sense 
they never did before; to a greater extent than before. I do not think there has 
ever been a time when the people were getting more even treatment in that respect 
than now. 

Q. Is it or is it not a fact that the notice from the Pennsylvania Railroad Com¬ 
pany to Mr. Andrew Carnegie that the rates with which he had been favored in 
the past were to be discontinued is the primary cause of the present formation of 
the steel trust? Have you heard that?—A. I have heard that and many other 
reports. That Is not the way I look at it. No; I think the present formation of 
the steel trust is due simply and solely to Mr. Carnegie's careful plan, his attempt, 
successfully, to make somebody buy him out. Mr. Carnegie wanted to be bought 
out, in my opinion. 

Q. Pretty long-headed gentleman?—A. He is. He sells ont at the top of the 
boom at top prices; but I always understood that when Mr. Frick had the option 
he was nnabfe to buy, and that Mr. Carnegie had determined that he should be 
bought out. I think that was in his mind when he talked abont the National Tube 
Works some two or three months ago, when the matter first became mooted, and I 
think he has worked to that end simply and solely, and I do not think the Penn¬ 
sylvania Railroad has had any influence in the matter at all. 

Q. Well, that report that the company had notified Mr. Carnegie that the rates 
that had heretofore existed should not be continued is supposed to be the cauBe of 
his threat to move his plant or erect a new plant on the shores of Lake Erie, is it 
not?—A. Mr. Carnegie has made a good many similar statements at various times 
in his career, and they had their effect every time, and he may have said such a 
thing to the Pennsylvania Railroad, 
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? . Yon do not attribute much weight to it?—A. No; I do not. 

. Regarding the powers and duties of the Interstate Commerce Commission, 
is ii not a fact that the commission is without power to enforce its decision': — 
A. Yes. 

Q. Do you think that that is as it should be, or should the system lie changed 
or corrected? should the commission he given power to enforce decisions':—A. 
Is it not true that the railroads have accepted their decisions in a very large 
majority of cases? 

Q- 1 think, as a matter of fact, it is true they accept in unimportant cases, and 
when issue is made they do not accept.—A. The way I fool about it is this: That 
the determination of what is and what is not a reasonable rate is really the one 
importantques'ioii of all others, because you can very easily remedy the long and 
slioi t haul business and the discrimination business. They are not so important. 
Gut when it comes to the determination of a reasonable rate I would be very sorry 
to eee that power placed in the hands of any public body. I do not think the 
Supreme ('ourt of the United States is competent to determine that. The only 
tiling that determines it in the long run is free trade in railroads, free trade in 
transportation, and you get tho reasonable rate fixed by nature. 

ty. You would not favor the strengthening of the Interstate Commerce Com¬ 
mission act by making the decisions ot the commission operative pending 
appeal?—A. No. 1 “ 

Q. Aon think that would be unwise or unjust?—A. Yos; because there is no 
necessity to have the thing started right off. To make changes of that character 
is a very serious thing. An appeal ran last for months, and if there is any wrong 
dono to am body, when th" appeal is finally passed upon it is a great deal easier 
to sett'e with the shipper than it would bo to settle with the railroad. In other 
words, the wrong done to the shipper can bo very easily adjusted, but it might be 

very difficult for the railroad to protect itself. 

(j. illy Mr. Kennedy). Suppose a multitude of little wrongs are involved which 
the shippers might not care to urge?—A. Jt is not those cases they fight about: it 
is thi* big ones. 

Q. (By .Mr Coxoiji.) Is it not a fact that under the present custom and prac¬ 
tice very 1)1 ten the railroads will put in only a portion of their evidence, if you 
please, m hearings before the commission, and then, anticipating the decision will 
lie against then, bring on new evidence and carry their cases into the courts, the 
case then being allowed to run along 2 or II years, not only to the great exaspera¬ 
tion of the shipper, but sometimes his absolute annihilation?—A. I can see how 
that might be so. but I do not call to mmd any case; I am not very familiar with 
the legal points involved. 


Q. We have had testimony along that line liefore the commission at Washing¬ 
ton.—A. (juitc possible. 

y. And the question I was putting to you was whether it might not be advisable 
to stieugthen the interstate-commerce act so as to make the decisions of the com¬ 
mission operative pending appeals. In other words to put the burden upon the 
railroads to hurry theso things up instead of delaying them.—A. You can not 
hurry the Supreme Court of the United States. The Nebraska maximum-rate 
law was there—I can not say how long- :J or 4 years. That law authorized a hori¬ 
zontal reduction ot about 20 per cent in ireight rates, and if that had been going 
on for .1 years it would ho a pretty serious thing for the railroads. It was decided 
in favor of the railroads when it got to the Supreme Court. Now. yon could not 
hurry the Supreme Court. 

. WMr-K ennedy.) Yonspokea whileagoaboutsomeonedesiringtogamble. 
n Wall street. I want to ask you if that is what is done in the stock exchange 
of r '» lr °»d companies? -A. 1 used the word in a colloquial sense. 

I should sax the majority of the transactions on the New York Stock Exchange 
lepiestT.t the purchase of stocks on margin, of sales of sto ks on margin 
Q. And ill the handling of the stock itself?- A What I mean to sav is a man 

sav’lill';)M <K H !lnl ’ h ° !ike to buy 1011 slwres of stock that costa, 

saj ,S 0 000. He can not buy that lOOsharesand take it home with him; hut ho can 
buy BW shares and get whatever profit there is in itand tie liable for the loss when 
he goes to sell. 1 hat is what I mean by selling in Wall street. People will want 
to do t hat as soon as they are able. 

i° a g i VeUs .f Ijttte^hipteron the stock exchange—on railroad securities 
Bt “ k exchange I presume you are familiar with that question,—A. From 
what point of view do you mean-the dealing in them? 

„ what effect speculation has upon the value of them?—A. It has no Derma- 

S'**'* 11 ' 11 is a perfectly certain thing that values makepriced nX l“g 
run. and values mean earning capacity. In other words, earning capacity makes 
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profits, no matter what the bulls may do or the bankers may do for the time being 
to manipulate. In the long run values make prices. 

Q. If you read that stock is going up 4, 5, or 10 points, or is going down the 
same number of points, that has really no significance?—A. It may have a great 
deal of significance, but it don’t make the facts. Take Mr. Hill’s road. Mr. Hill 
was the first man in the United States to thoroughly lay bare the principles of 
transportation and put them in practice, and the result was his road has been a gold 
mine to those people who have stayed with it from the start, and it works at lower 
rates to-day than any road up there. 

Q. You mean the St. Paul and Great Northern?—A. The Great Northern. It 
runs at lower rates than others; it is not overcapitalized, and it has been splendidly 
operated and splendidly built from the start. Now. Mr. Hill's stock has gone up 
from the basis of about 100 1o what is equivalent to-day to about 1100. The stock 
apparently sells for 100. and there have been so many dividends and subscription 
rates in connection with it that it is really equivalent to 800. I have seen Mr. 
Hill’s stock go down 20 points while that process was going on. It is not at all 
uncommon ior stock to make a movement of that character. 

Q. (By Mr. Ripley.) From mere sympathy?— A. Yes, or the necessity of the 
holder. Suppose a large holder of that stock makes a loss some time or other in 
his business and is compelled to sell out. His necessities will produce a serious 
decline in price. 

Q. (By Mr. Kennedy.) What consideration is it that determines whether stock 
shall be listed or put on the exchange or kept off the stock market —A. The stock 
exchange has a very good set of rules governing t hat matter. They are very strin¬ 
gent in their requirements of companies that desire to list securities. They may 
have to furnish a good deal of information, not merely at the start, but periodic¬ 
ally; officers have to examine into their mortgages, generally speaking, supervis¬ 
ing them to a very large extent. It is an excellent thing on ihe part of the stock 
exchange. The stock exchange means to list nothing that is not reasonably square. 
A stock listen there must at least be honest, and it must make statements. 

Q. (By Mr. Conger.) The information that is required, I suppose, is of benefit 
to the investors?—A. Naturally; it is open for the public. 

S . Might it not be wise for the furnishing of that information to be regulated 
required by statute?—A. Yes, if you could, but the fact of the matter is that 
railroads are no longer greatly at fault in the matter of reports. They have 
improved them vastly in the last few years, and they all seem inclined to do the 
best they can in that direction. It is no longer a trouble with the railroads; most 
of their reports are good. 1 can not call to mind a single important road to-day 
that does not make a reasonably good report 
Q. if those reports were required by statutes the requirement would then apply 
to unlisted stocks, would it not?—A. Oh, yes; but the unlisted stocks are some¬ 
what peculiar on the stock exchange. They represent such things as sugar, which 
is not willing to furnish the information that the listing requires. You see, they 
have two lists; they have listed and unlisted, and the unlisted is so called because 
they are not strictly on the list, but are allowed to be dealt in on the floor. Noth¬ 
ing can be dealt in that is not either in the listed or unlisted department. The 
stock exchange practically sa_\s: “If you want to deal in that kind of thing, it is 
at your own risk.'’ 

Q. The point I was trying to get your opinion upon was as to whether it would 
not be just to the public, in the interest of the public, to have these reports 
required of all the e corporations, so that unlisted stocks would be compelled to 
.report?—A. Those are mostly all industrials. Yes; I am entirely in favor of that. 
They ought to be compelled to report, the same as railroads. 

Q. Bo the statutes of the various States at the present time, in your opinion, 
furnish sufficient information to shareholders? For instance, is a list of the 
several stockholders in any given case easily obtained?—A. No; there are some 
cases in this State and in the State of New Jersey where the stockholder can com¬ 
pel the officers of the company to allow him to inspect the stockholders’ list; but, 
in point of practice, if they do not want to show the list, you have got to go down 
there with officers of the court and have a lot of trouble over it. 

Q. That is a privilege every stockholder ought to have, is it not?—A. Un¬ 
doubtedly. 

Q. It is a matter that might well be regulated?—A. In England every corpora¬ 
tion is required to file a list of its stockholders at Somerset House, and any holder 
can go in there and pay a shilling as a fee and find the list. 

Q. At any time?—A. At any time. , 

Q. What objection is raised here in this country to the furnishing of a list of 
stockholders, if any?—A. As a rule, nobody wants to see them unless there is some 
fight going on, and then the dominant party naturally objects to giving anything 
away. 
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Q. Under present conditions it is possible, is it not, for the dominant party or. 
we will say, the management of a corporation, to actually continue in control 
without even itself owning a majority of the shares?—A. Certainly. It is very 
difficult to change the management of a company under present conditions. 

Q. And to make this information accessible to other stockholders would make a 
change very easy?—A. Certainly. 

(^. Is it a fact that the managers of these large corporations, railroads and 
industrials, object to the requirement proposed on the ground that if it were a 
requirement it would be possible for a competitor in business to become the owner 
of a few shares of stock, and thereby get information that would be injurious to 
the corporation •'—A. I had never heard that point raised; but 1 do not see what 
value it would have, because I do not see how the mere knowledge of the fact 
that So-and-so is a stockholder of such and such a railroad is going to especially 
help a competing railroad to get any information. 

(By Mr. Kennedy.) We have heard that point many times.—A. I do not see 
that it is of any special value. 

Q. (By Mr. Conof.r.) It has been testified t > liefoie us several times that those 
privileges of stockholders are now restricted for the benefit of or to protect the 
Interests of the corporation; and one gentleman went so far as to say that it was 
a common practice on the street for parties desiring information to buy a few 
shares ot stock ctiul then go to the office of the corporation and undertake to 
demand it, and get it by demanding it, and that such practices as that were con¬ 
sidered honorable and justifiable. What would you say on that point?—A. I 
should say if a stockholder is entitled to go to theotficeof his company to demand 
from them information of a character that might be useful to competitors, 1 do 
not see how you can prevent the competitor buying stock and exercising those 
rights. I think it is entiroly proper for the managers of a company to refuse an 
ordinary stockholder information of that character; and 1 should not consider the 
stockholders’ list would furnish that information. I do not think any stockholder 
should bo allowed to go in and sit down and look over the books of a company. 
It is not necessary that he should have that privilege. If you are going to give 
that power, then you need to put into the hands of the managers the power to 
restrict transfers of stock. 

Q. How far do you think the report of the financial affairs of a corporation to 
stockholders should go? Should it I e made in great detail?—A. Corporation 
reports ought to be made in the greatest possible detail consistent with the interests 
of the company. It is just possible that acompany may not be able to state what, 
say, the manufacturing profit in its business is, because that might give its com¬ 
petitors a clue: therefore its managers might say “We donot care to state thegross 
sales; we will simply show you the net profits.” But where there is a case of that 
kind they ought also to come forward with an intelligent audit by experts to show 
that those profits are profits. 

<^. Do you know of any such custom as I have been outlining in my questions, 
of peoplo going to rival corporations and trying in that way to get information?— 
A. I should say. my common sense would tell me that such things must have 
been tried many times I do not know of any case. I have not had a great deal 
of experience with industrials. 

Q. (By Mr. Kennedy.) Do you think of anything you would like to volunteer 
that has not been brought out by the questions?—A. Not at this moment. 

(Testimony closed.) 


New York, February 20, 1901. 

TESTIMONY OF MR. THOMAS L. GREENE, 

Vice-President the Audit Company of New York. 

The special subcommission met in the rooms of the Chamber of Commerce, New 
York, February 20,1901, at 10.4r> a. m., Mr. C. J. Harris presiding. At that time 
Mr. Thomas L. Greene, vice-president of the Audit Company of New York, 
appeared as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. C. J. Harris.) Mr. Greene, will you give us your full name?—A. 
Thomas L. Greene. I am now the vice-president of the Audit Company of New 
York, which is an auditing and examining company. If you would like to 
know, I may say I was brought up as a clerk in the railroad business under my 
father, who was one of the pioneer managers in olden time, and 1 was .in the rail¬ 
way business in a dozen capacities for a dozen years. In coming to New York I 
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was engaged for merchants also in transportation matters, was editorial writer for 
one of the New York papers and for magazines and periodicals for a dozen years, 
and I have been obliged by my calling to study the business situation and the cor¬ 
poration question. I have written a book on the subject called Corporation 
Finance, which contains, after a fashion, something of a discussion of some of 
these questions. Although it was written 8 years ago, it has general suggestions 
on the questions which the commission are considering. I ought to say at 
the outset I do not speak of any views except my own. I have no right to speak 
for anybody else, in case the question should come up; and, furthermore, I am not 
in the employ of any railroad company, or of any banker, and I do not know the 
particulars or details of any deals that may be going on. I say this because it is 
both a strength and a weakness to be in this position. I can not give you any 
information whether one company is going to absorb the other or not; but it is 
also, on the other hand, an advantage in the sense that it is usually the person who 
has had close touch in the past with these things who keeps generally informed on 
the subject. So far as that is concerned. I have some general ideas in my mind 
on the situation, at least some permanent general ideas. 

Q. In your business as an official of an auditing company have you made exami¬ 
nations of financial companies and railroads?—A. I would prefer, if it is agreeable 
to the commission, to leave the question of the exact examinations of the Audit 
Company out of the question. I mean by that statement that our relations are so 
confidential that I can not givo you information; it would not be right for me to 
do so. I would prefer to confine myself to my general information, which has 
extended over, as I say, more than 80 years’ experience. 

Q. Were you ever connected with the anthracite coal business?—A. I had cause 
to study the anthracite situation, the general situation, somewhat closely. 

Q, Did I understand you to say that you were connected with the independent 
producers of anthracite?—A. I was at one time; I represented them at one time. 

Q. What was their production, annual production at that time; that is, what 
was their percentage of the coal business?—A. My recollection is that at that time 
it was somewhere between 28 per cent and 80 per cent. I would not like to state 
the exact amount. That was 4 or 5 years ago. It was a very considerable portion 
of the total coal tonnage, as you see, and at that time a very considerable propor¬ 
tion of the tonnage of one or two of the railroads. 

Q. What is the tendency of the anthracite coal trade to-day?—A. The individual 
operators occupy a peculiar position. They are and have been honest and fair 
owners of their properties, and they have a right, the same as everybody else has, 
to conduct their business in their own way, and at tho same time they are part of 
a very great problem in the coal regions, and perhaps bet ore taking up particularly 
their position it would be well to speak of a few facts about the general situation, 
if that is agreeable to you. The difficulty in the coal region is that what the 
college man would call an economic waste is tremendous. It is at the foundation 
of the problem that our financial people are seeking to solve. The anthracite coal 
of the United States is confined to a small area in eastern Pennsylvania. I think 
it is about 400 square miles, but you can find that out from somebody, and in that 
sense it is of course a natural monopoly. However, the ownership is so cut up 
by individual holdings and by different railroads that it is most uneconomicaliy 
handled. I think that that map [referring to map] is approximately correct as to 
the situation of coal in the Schuylkill and Lehigh regions. Let us say, for example, 
that coal from those regions will be hauled right past the Wyoming Valley over 
the mountain. If you knowthe country there you know the Wyoming Valley coal 
goes over a pretty high mountain, and will sometimes be hauled over that same 
mountain back through the Schuylkill regions to tidewater. I cite that as ono 
instance of the great economic waste of transportation power. 

Another thing is that the railroads must, of course, have tonnage. They are 
^miners of coal principally to secure transportation of it, because it is by transpor¬ 
tation that they get their charges, and it is perfectly proper and fair that it should 
be so. The result of that system is that the most economic mines are not worked 
to their full capacity, and that the mines which it costs a great deal more money 
to work or operate, because they belong to this or that or the other railroad, are 
operated. Any engineering expert that yon choose to call will tell you in tech¬ 
nical language, which I can not do, the reason why some of these mines cost cer¬ 
tainly as much as 50 cents a ton more than others to operate. It is the same with 
all mines. Some are on the level, some fill up with water and have to be very 
expensively pumped, some are very disadvantageous^ located in various ways. 
Now, if it were possible to shut up the uneconomic mines and operate to their full 
extent those which can be operated cheaply; if it were possible to distribute the 
total around so that the railroads which are entitled to the transportation would get 
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it—that ia to aay, if the Wyoming tonnage could be sent ono way and the Lehigh 
and Schuylkill another instead of crossing each other; that the tonnage which now 
moves on two railroads within 100 miles of each other could be transierred from 
one to the other—if all this were possible, there is no reasonable doubt in my mind, 
from conversation with railroad people and with the mining people, extending 
over a long period of time, that there could be a saving in mining and transporta¬ 
tion of $1 a ton. There is also another saving possible in the way that the coal is 
distributed to the retailers, and incidentally, I may remark, that there is another 
saving, possibly, in the way the retail dealers distribute to consumers. 

(j. (By Mr. Kennedy. I Is that saving of §1 a ton likely to take place when the 
community of interest is perfected?-A. I was just coming to that. That is a very 
important point, and I will bear it in mind. There is also an important bearing in it 
upon the coal trade as a whole in the fact that the governments of the States have not 
allowed them to combine. Furthermore, the trade as a whole is not economically 
managed in the sense that a great business should be conducted. It should be 
played almost, as you might say, figuratively speaking, like a game of chess. The 
railroads as a whole do not know how much coal is going to one place or another. 
They do not know, for example, whether Binghamton is using as much coal as 
Elmira. Now, the great iron companies know where their markets are, and they 
study them, lint such study is impossible m the coal trade, because these companies 
are not combined. There is no general policy abontit. If yon wiUconsidcrall those 
facts, on economic mining, on economic transportation, the fact they have each of 
them a large numl er ot selling agents, of subordinates, I mean more particularly 
who sell coal, it is apparent to you, I think, that this economic waste 1 spoke of is 
really very great. 

Now comes the question whether that waste could be done away with, I am of 
the opinion that it can not be entirely done away with without absolute owner¬ 
ship. The community of interest will certainly enablo the owners to effect very 
many economies, but they can not get the full benefit of the situation at all. Let 
us take a practical illustratiofi: perhaps in that way I may make myself clear to 
you. The Central ol New Jersey and Lehigh Valley roads run alongside of each 
other for miles and miles. If it were possible to transfer the coal that now passes 
over one road to the oilier, that coal could he handled by the other railroad with 
a very great saving; but. of course, the Central can not afford to have its coal put 
on tile Lehigh Valley unless its owners themselves have an interest in the profits 
of the Lehigh Valley arising from the transportation. It is impossible, you see. 
Thai will do as one illustration of the fact that, in my judgment, the full econo¬ 
mies possible in the region can not he had without absolute ownership of some 
kind, uiid ttiat, it seems to me, is the real stumbling block in the way of the plans 
for the real uniting of tho properties, if 1 were the United States Government, 
if I had anything to do with it, or if 1 were tho State of Pennsylvania, I Bhould 
consider it to the interest of the community in the long run to absolutely force 
these people together rather than to compel them to remain apart as the constitu¬ 
tion of the State of Pennsylvania now does m this particular case I am talking of 
now. Let us look at it in this way; If it were possible to save, say, a dollar a ton 
(I am inclined to say that in the course of time more than that could be saved, 
hut let us take a dollar' a ton) the price of coal would he reduced to consumers 
fifty cents a ton, 2d cents a ton could be taken to pay interest on the additional 
money which would be required before the one road would be operated instead of 
the other, and the companies conld put together 25 cents a ton for the additional 
earnings, let us say, on tho present capitalization. That would be an ideal situa¬ 
tion which everybody would benefit from. 

Q. Is that what would take place?—A. Now, then, as to that I have not spoken 
of the operatives. This 25 cents a ton would leave a lair profit to the companies 
and allow larger, higher wages for the operatives, you know. Now, as to 
whether that could take place of course that is a very big question. I have 
always considered that ono way to make lower prices to consumers would be to 
make greater economy in mining and transporting possible. Certainly as long 
as everybody is working, as all are now, they will not reduce the price of coal 
if they can possibly help it, because the whole situation depends on getting a cer¬ 
tain amount of profit on it. They would be in much better condition to reduce 
prices, and be willingtodoso if they could in some way save a very large amount 
in thecost of transportation. Mr. Haddock told yon that the piice of coal just 
now is at the highest pint for safety, it may be asked what would hinder them 
if they were combined from putting up the prices. I have no further interest in 
the question than everybody else. My only interest is that I buy a large num¬ 
ber of tons of coal every year for family use. So I am directly interested in that 
question. I think it would be physically possible for them to put the price of coal 
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up $1 a ton or $2 a ton more for a time, but only for a time. It would be the most 
reckless proceeding they could possibly undertake in consideration of their own 
profit, because anthracite coal is to a certain extent a luxury. The competition 
is extremely severe: the indirect competition is extremely severe at the present 
time. In a great many cases we here in New York who burn anthracite coal very 
generally are apt to lose sight of the fact that in Chicago and Western cities they 
have a better class of bituminous coal which they burn in their grates and furnaces, 
and only a small proportion indeed of the total coal tonnage that is m ed in 1 he West 
is anthracite. There is the competition of oil; there is tho competition of gas. The 
gas companies, as you know, are making as much money in the summer time as 
m the winter, simply by tho intioduction of gas ranges, which people find.very 
useful, which can be turned out in hot weather and not have a fire when no fire 
is needed. Now, over and above all that, there isthe<|uestion of electricity. It is 
no use trying to prophesy, because no one can tell, but there is just a bare possibility 
that sometimo in the future there may be for all our great cities a large electric 
plant, fed by bituminous coal which may supply heating and cooking possibilities 
to our families. This economy that I spoke of, and which is possible in the anthra¬ 
cite trade, might in the long run—not now—but in tho long run, prove to be the 
salvation of the capital invested in those companies, if something of that kind 
came about. In other words, they would then be prepared to drop prices a dollar 
a ton if they bad to do so. It may be that competition of that kind may some 
day come out. The electrical experts can tell you of the possibilities of it better 
than I can. Wo are already furnishing it by a plant down town to a certain build¬ 
ing. My general proposition is if it could be shown that the coal operators could 
in this way save a large amount of money, whatever the sum, that they would 
themselves be compelled by tho pressure of public opinion, by pressure of pos¬ 
sible competition, in order to forestall that possible competition, to reduce the 
price of coal to the public, if the savings that I speak of should turn out in the 
course of time to be realized. I think, therefore, while I have nothing whatever 
to do with it. that the plans of these people for uniting the companies is in the 
lines of the best interests of all concerned in the long run. I feel it so as a con¬ 
sumer of coal. 

Q. What would be the result if they should unite to the extent of controlling 
the bituminous fields as thoroughly as they may the anthracite fields?—A. 1 do 
not believe that is possible except in localities. 

Q. It has been charged that is what they are doing now,—A. They can only 
do it, in ray judgment, to a limiled extent, and I will go back to call your atten¬ 
tion to the strike in the bituminous trade—we have had a very severe one—3 
years ago, where the whole field was supposed to be stopped, and yet from some 
place, nobody knew where, enough coal kept coming on the market to break the 
strike. Now. the experts in coal tell me that the whole country, the whole United 
States, is underlaid with bituminous coal, not anthracite, but bituminous coal, 
and while there are certain fields where it is more favorably worked from the 
location of the mines like, for example, in West Virginia, and while it is possible for 
those fields to be controlled to a certain extent, I do not believe it is possible ever 
to control the bituminous field or that it ever will bo controlled fully to such an 
extent as to make any appreciable public difference. Mr. Saward was before you 
the other day. He is now out in his paper with a cry against the bituminous 
people because the market is getting overstocked. I was reading it here this 
morning. The main purpose of these people, as 1 understand it, is to keop up the 
freight rates and not let them come against each other. 

Q. (By Mr. Ripley.) Does not that involve holding up the prico of coal if the 
coal is carried on a percentage basis by the railroads? Does not holding up the 
freight rates imply holding up the price of coal? Is there not a definite rela¬ 
tion between the price of coal and the transportation under all of these agree¬ 
ments being made?—A. Unquestionably so. The general idea of a traffic man is 
that he sits in his office and determines that he will charge 50 cents or 75 cents 
a ton for coal, something of that kind. Let us take the practice; let us take 
Chicago. There is a great market for coal all around there, and the price of coal 
practically in Chicago is fixed by circumstances under no particular individual’s 
control. It depends on the demand for the coal and all that. A man who is traffic 
manager of a railroad, who runs into Chicago, says “ the price of coal is so much, 
the price of mining is so much, and what proportion between the two shall we 
get?” 

Q. But is that situation true of this particular anthracite coal field, if there be 
a community of ownership of different roads, and if all individual properties be 
brought into an agreement for the life of the property to ship for 05 per cent of 
the tide-water price?—A. I am not sure that 1 clearly understand what yon are 
getting at, but I would say those possible economies I have been speaking of were 
dependent more or less on absolute combination, as I said. Now, the community 
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of interest which the gentleman referred to is of course a step in that direction, 
and in so far as it is a step it has of course this economy. I do not know just how 
much economy they will be able to put in force through that plan. For exam¬ 
ple, they would be utterly unable, with a minority of the stockholders, to trans¬ 
fer the traffic of the New Jersey Central to the Reading. I see m the paper there 
has been a sale of the Central of New Jersey to the Reading Company. 

Q. An absolute sale?—A. An absolute sale of the majority of the Central to the 
Reading Company. 

Q. (By Mr. Kennedy.) Bituminous coal, as we understand it, is carried at a 
very much lower rate by the transportation companies than anthracite coal. Is 
it probable that if this community of interest is brought about or if a consolida¬ 
tion is effected that the price of bituminous will be put up on that account?— 
A, That is of course the same question in another shape. 1 do not think it possi- 
b'e to any serious extent. Now, take for example the anthracite trade. Appar- 
emly here is a community of interest; apparently there is nothing to prevent 
them putting the priceof anthracite coal up, yet Mr. Haddock, who is in the busi¬ 
ness, the other day Baid that the limit lias been reached, 

Q. You agree with him?—A. I think he is right. I, as a consumer of coal, am 
perfectly willing to rest on the owners. If they should force me to pay $3 a ton 
more and the rest of the consumers and I should put in an apparatus to burn soft 
coal, or if that would be impossible, to get along with gas or oil or electricity, I 
would never burn another ton of anthracite coal. They would kill the goose that 
had laid the golden egg. It is the same reliance in every trade. We rely on one 
comer grocery to keep down to the prices of the other corner grocery. The same 
is true with every business, that our main reliance for low prices is on enlightened 
selfishness. 

Q. (By Mr. Ripley.) I would like to ask you just a word further respecting 
that sale of the Central ot' New Jersey to the Reading Company. You say that 
the sale was made to a New Jersey corporaion?—A. No, a Pennsylvania corpora¬ 
tion with special powers. 

C). Not the Philadelphia and Reading Company, which is a Pennsylvania cor¬ 
poration. Will you explain?—A. The laws of the State of Pennsylvania under 
the constitution, I believe, prohibit the owning of mines bv a railroad company. 
What they did dowastoorganize the Philadelphia and Reading Railroad Company 
with capital stock, the Philadelphia and Reading Coal Company with capital 
stock, and the Reading Company, which owns both of thorn. 

Q. Certainly. Do I understand you now that this sale of the Central of New 
Jersey has been made to another corporation?—A. No; this same Reading Com¬ 
pany that owns the railroads. 

<J. That company, then,is a New Jersey corporation?—A. A Pennsylvania cor¬ 
poration. and allowed by its special charter to own the stock of other companies. 

b>. And the mining company and the Philadelphia and Reading road is owned 
by the same company?—A. By the same company. 

Q. All of them, however, take their charters Iroin the State?—A. In that sense, 
but there is this difference, and that is the difficulty in this almost ideal plan 
that I am speaking of, of community of interest, of the coal companies, which 
would he best for .the community at large, that the minority stockholders aro in 
the way. You can not turn the coal, as I said before, of rhe Central of New Jersey 
over to the Lehigh Valley, or the Lehigh Valley to the Reading, unless you own 
that, road absolutely. 

Q. What would be the remedy for these minority stockholders—the courts?— 
A. The courts are very jealous of the rights of the minority stockholders. 

Q. Can yon state any recent casu from memory?—A. Yes. Of course it would 
be far totter for you to get the opinion of some practical lawyer. The only ease 
that is in my mind at the moment is what is known as the New York and Putnam 
Railroad, where the New York Central bought a controlling interest and fore¬ 
closed on it, and the courts very nearly upset it on the ground that it was a wrong 
to the minority stockholders. All this involves technical points which I am not 
speaking of now, but, as a matter of fact, the courts are getting more and more 
jealous of the rights of the minority stockholder. 

Q- The primary difficulty of absolute consolidation of these interests lies in 
-state legislation and in the situs of the charters.—A. On the general proposition 
which I am now discussing the State of Pennsylvania, as is true in a great many 
States, is very much down on monopoly, and there is no greater monopoly in the 
United States, on the face of it. than the anthracite coal field. There are not any 
other anthracite coal fields, and some of ns are bound by circumstances to burn it; 
but I think that the only hope for lower coal in the futureis throughsuch a combi¬ 
nation of interests in the anthracite territory as will allow the owners to produce 
that coal cheaper, and that can not be done the way the work is done now. 
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Q. (By Mr. Kennedy - .) Are the public who use anthracite coal paying charges 
at the present time upon investments made by these railroads and coal mining 
companies to secure property that will last fifty, sixty, or a hundred years.-'—A. In 
some cases, yes. The Reading is a great illustration. I think you had somebody 
before you who spoke about that. Mr. Gowen, thirty years ago, began the plan 
of buying up the properties that were contiguous to the railroad. He bought up 
coal lands that were not used, with the idea ot controlling the supply. He bought 
land that was not worked, and that would not be for a long time, and he tried to 
get freight rates to support that policy. As everybody knows, he failed. The 
road was reorganized. 

Q. Was that the reason he failed?—A. Undoubtedly the main reason. 

Q. Now, have you any idea as to how much a ton the public pays in the way 
of charges on those lands?—A. Oh, that was thirty years ago 1 am talking 
about. 

Q. At present on the property they have acquired?—A. They do not pay any¬ 
thing now. 

Q. Don't they pay a royalty?—A. It does not make any difference whether you 
pay a royalty or bond interest to buy the land: there is no difference. If you buy 
coal lands and work them and put out bonds at interest and it amounts to $50,000, 
it makes no practical difference whether you pay that §50,000 to the owners of 
bonds or to the owners of the railroads. 

Q. What I want to get at is this: Whether these people have not secured a mo¬ 
nopoly of coal lands which if they did not hold other people would work, thereby 
making the price of coal lower and relieving the public from paying charges on 
their investments?—A. I do not think that that is practically so now: it was when 
they started out, or that was their idea; but. as 1 said, they failed. It might pos 
sibly be true that if there were 50 roads into that territory and about a hundred 
different people working those mines that the competition between those people, 
if such a situation is conceivable, would after a while reduce coal to a small price 
per ton, but it would only be for a while. They would all go into bankruptcy, and 
the situation by slow degrees would come around to where we aie now. 

Q. Do you know what profit the railroad companies have in coal when they get 
here to the seaboard or tidewater and sell it?—A. No; I do not. it is impossible to 
tell. The circumstances are so varied. Each road lias its own special circum¬ 
stances. 

Q. You could not give an instance?—A. I do not think it would be possible to 
do so. It is understood, for example, that the Reading mines cost more to operate 
on the whole than some of the others. 

Q. (By Mr. Ripley.) That is true of the whole Southern field?— A. It is true 
of the whole Southern field, the Schuylkill, for instance. 

Q. For what reason?—A. It is the generaldifficulty of working the field, and 
the condition in which it is. The coal is slightly different. All these different 
fields have different characteristics of coal. , 

Q. Do you mean to say, then, that all of the issues of securities originally made 
for the purchase of those coal lands, in order to hold them, have been squeezed 
out?—A. Substantially so. The Reading company has been reorganized twice 
since that time. 

Q. Has the effect of that reorganization in each case been to decrease the volume 
of stock and bonds out? -A. I should have to consult figures before answering that 
question. That is a matter of recoid I do not remember; but in any case it has 
reduced what was at one time absolute fixed charges of the companies to contin¬ 
gent charges; and one of the tilings these people are trying to do. if it is a possible 
thing, by this.comraunity-of-interestidea, is to pay something on preferred - stock, 
for example, which really represents old bonds that were issued and the holders of 
which suffered a pecuniary loss through the policy taken at that time, of buying 
out more property than they could carry. 

6. Do I understand you, then, that one reason for this present attempt is that 
sufficient earnings may be made to pay interest on this preferred stock, substi¬ 
tuted for the old bonds?—A. That I think is a fair statement of the case, generally 
speaking, of not only the Reading company, but a great many other railroad com¬ 
panies of this United States. The railroad officers 1 am sure feel a sort of obliga¬ 
tion, if it is a possible thing, by fair means, to pay on the preferred stocks of, say, 
the Atchison and the Union Pacific, and a great many companies of that kind that 
have been reorganized, because you must not forget that following 1893 25 per 
cent of the railroad mileage of the United States was in the hands of receivers, 
and I suppose that 75 per cent was seriously affected, so that 100 per cent suffered. 

Q. To go back, then, to this particular question. Is it not possible that the effect 
of economies resulting from combination might be simply to pay a larger return 
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upon those securities which have not been profitable, instead of reducing the price 
of coal?—A. Yes: that might be the case. My general position about that is, if a 
shoemaker can invent a process by which I can buy my shoes 50 cents cheaper, 
I am perfectly willing that he should have 10 or 15 cents extra profit. That is the 
genera! economic position I think the community is taking. It lies at the bottom 
of our patent laws. 

Q. You will acknowledge, however, that there is a large volume of such securi¬ 
ties on which interest is not paid, which are waiting for returns, and that a fair 
inference might be that economies would yield a return on those old securities 
rather than reduce the price of coal?—A. You have the general idea that if you 
can reduce the price of coal; if you can give a little higher price to the operatives 
and a little dividend on some of these exchange preferred stocks, you have in such 
a situation a consummation de\ outly to be wished. 

Is there any agency, however, which, at the present time, represents the 
public direct'y to see that it gets that 50 cents or 25 cents?—A. No more than in 
the case of the corner grocery. 

Q. And you think the security is ample in that case?—A. Without at this 
moment going into the general question, 1 think in the anthracite case we can rest 
perfectly sure that the public in the long run will get that benefit. At any rate, 
it is a question which, in my humble .judgment, could not be taken up by legisla¬ 
tors at tins time. 


V- (By Mr. Kennedy.) If all the railroads should get into the anthracite coal 
combination they are interstate carriers. I lie)ieve—would it not he desirable, in 
view of the possibility of those companies putting on arbitrary rates for carrying 
and on tho price of coal, to have some body like the Interstate Commerce Commis¬ 
sion with power to s:iy when the rates are loo high and order them lowered?—A. 
To answer that question, I would like to call your attention to the fact that great 
consolidations of railroads outside of tho anthracite fields are now in process. In 
my humble .judgment, that is a part of the general question. The Interstate Com¬ 
merce Commission have apparently been waiting fora dozen years to find firm 
ground on which to plant their leet. L am not sure whether the present develop¬ 
ments will not finally lead to just exactly the basis that the Interstate Commerce 
Commission li.ivo been long trying to find. 

(.,). J ust oxo i so me t here a minute. Do you mean tho Interstate ('ommerce Com- * 
mission particularly or the people in the country who believe in the interstate 
Commerce Commission?—A. I mean both together, and it mav be that they may 
now find exactly their right place. I am not at all sure that that is not a. good 
plan. Perhaps it may be. On the general question, it may be well to say that a 
good many of us are glad on the whole that it is a matter of consolidation and 
not a matter ol pooling, for the reason that tho pool keeps things as they are. It 
simply sustains prices; it is in the nature of what is a real trust, as the Standard 
Oil was, for example, while consolidation permits economies, and it is only 
through economies that, wo can hope for reduction in prices. 

There was -t rumor in the papers the other day that one large industrial com¬ 
pany had bought a railroad. Of course, as we all know. Mr. Carnegie has long 
owned the road Iron) the lakes to his works. Now, if that road is bought to give 
Ins own road low freight rates, and if the Interstate Commerce Commission says 
■Make as low rates on vour own road as you please, but give the other people the 
same,” we have a situation that is good. 


Q. (By Mr. Ripley.) It is absolutely essential to that position that the Inter¬ 
state Commerce Commission have such power?—A. Yes: as to how it should be 
brought about, that is a technical question I am not going into. 

Q. Your proposition would not be practical unless the commission had such 
power in someway given it?—A. I did not mean by that power necessarily to take 
the railroads by the throat. That is matter for discussion. But that they should 
in some way have an even thing. From the point of view of the public 1 do not see 
an? objection to it. What the railroad people object to is to have the Interstate 
(ommerce Commission tell them what to do; to say to them, “ It is law; you must 
do it, or what form ot contract they should make. That is the general proposi¬ 
tion ot the railroad people. They do not object to the reasonable scrutiny of the 
Interstate ( ommerce Commission or of anybody else. 

Q. (By Mr. Kennedy. ) I do not want to get away from the coal. 1 want to go 
back to it after a while. But since you touch the question of pooling, I want 
to ask yon if it is not a fact that the consolidation movement which is goin <r on 
in railroads at the present time is not making the question of pooling an obsolete 
? ne /- A ' Aes - 1 wa8 on 'y 0“ tho whole that we who are simply interested 

n the general question are rather glad now that the pooling law did not pass 
because the railroads have been forced into this position of consolidation. 1 
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Q. How have they been forced'/—A. By the march of events. 

Q. Are you familiar with the labor situation in the anthracite field?—A. No; 
not in detail. I could not express any opinion about it, except in a general way. 

I would like to have every man get enough to give him a fair living out of it. 

Q. Are you in favor of arbitration of great disputes, like that of last fall in the 
anthracite field?—A. I am in favor of the principle of arbitration. As to exactly 
how it should be applied I am not quite certain or clear. 

CJ. What would you say to a condition brought about like this: Where there are 
three parties at interest, the mine owners and operators on one side, the miners 
on the other, and the public; where there is a cessation of work and the public 
suffers, and one or the other of the two first-mentioned parties is obdurate or stiff¬ 
necked and holds out, allowing the public to suffer, they themselves suffering more 
than anybody else, perhaps, do you believe that under those circumstances there 
should be some force which would compel the settlement of that difficulty, some 
legal force?—A. That is a tough question. If settlement could be brought about 
by the pressure of public opinion, of course that would be the best solution of it. 
That is not always possible. One solution that has often been suggested is that 
the labor union should be incorporated and be made responsible parties for their 
part of the contract, so that when you did make an agreement you would have 
some body you could deal with. I think everybody that is familiar with the sit¬ 
uation is in favor of a union of the labor forces in some way. 

Q. You think that as desirable as the union of capital?—A. Yes; they should in 
some way agree. I think it is also generally admitted that the workingman has 
an ethical right to some consideration by his employer as a matter of business on 
the part of the employer. It is very difficult to say how that should be brought 
about. You can not give the business over into the hands of the trade unions. 
If you do that you have the position they have in Great Britain, where they have 
practically stopped all improvements in machinery. Where the dividing line 
should be drawn is a question which I have no offhand opinion on. 

Q, You say the labor organizations should have some consideration at the hands 
of their employers. Do you not think they should have a full and equal voice in 
fixing the wages and the hours of work and the conditions under which they shall 
work?—A. I am not sure that the beet plan is not a council of persons on both 
sides, who should discuss these matters without absolute power to fix terms. If 
the trade unions are wrong and insist upon their demands, they ought not to have 
their way; and if the employers are wrong and insist upon theirs, they ought not 
to have their way. Now, which is right is the question. It depends on circum¬ 
stances. In some places it may be one way, and sometimes it may be the other. 
I should suggest conciliation, it it is possible, to save the question of arbitration. 

Q. (By Mr. Ripley.) The statement is frequently made publicly, and has been 
made before this commission, that the several mining companies mine at a loss, 
but that they make up that loss by the profit on transportation. Will you say 
anything, without specifying names, as to the practice in keeping accounts between 
the railroad and thesubsidiary mining company:—A. Why, the accounts ought to 
he distinct and thecoinpanies treated asseparatoaffairs. As a matter of factitcan 
not be done in that way in the anthracite regions. If you will recollect, I said a 
momentago that the rail road companies, in order to get tonnage, operated the mines 
alongside of their road at a disadvanlage of. perhaps, 50 cents a ton, let us say. 
They are operating the mines at, say, a cost of S3 per ton in order to get tonnage, 
while across the river, a mine is operated at $1.50 a ton. 

Q. Does that statement mean that there is an absolute loss; that is to say. that 
for each ton of coal the wages paid out, the railroad operating expenses, interest 
charges, etc., amount to more than the price which is credited by the transporta¬ 
tion company when it takes the coal?—A. That might be true of some specific 
collieries. Of course you can not find out, because nobody can get at those 
accounts. I do not know whether the people themselves know. It might be true 
of some specific eollieries, and I do not doubt that it is true at certain specific 
times of the year. It is an extremely difficult thing to do, to keep the accounts of 
a mine; It is exceedingly difficult to keep track of the operating expenses. 

Q. Can you specify?—A. There is a certain amount of work at every mine that 
must be done, what they call dead work, and which has no direct relation to the 
amount of coal you are going to get out. They must fill out ehambers, and make 
track, which work does not bear directly upon the sale of coal at the month of the 
mine. Now, it is a matter of opinion whether all of that labor should he charged 
to improvements of the mine or all of it to operating expenses, or half and half. 

Q. It seems all of it should be charged to the mine, and not to the railroad?—A. 
Yes. You are asking, though, whether the mine is profitable. It all depends on 
what is the proper way to keep the accounts. 

Q. (By Mr. C. J. Harms.) Do any of the companies take any account of the 
fact that the mines will be exhausted within a limited time?—A. Very few of 
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them indeed. In the anthracite field there is an absolute limit to the amount of 
coal yon can get ont of it. 

Q, Have you ever seen estimates which in your judgment are reliable as to the 
possible life of the anthracite field at its present rate of production?—A. Oh, the 
estimates differs greatly. I have been told by the people, I am not an engineer, 
and can not say of my own knowledge, I have been told by the people that it will 
vary from 50 to 150 years. 

CJ. That 150 years would be, perhaps, the maximum?—A. Well, that is general 
opinion. It is exceedingly difficult to tell how much of the coal there may be. 
- Some of the coal is all good coal, fine coal, and easily mined. Bye and bye we 
shall get into the more difficult operations, where it will cost more money to mine 
that coal undoubtedly. 

Q. (By Mr. Kennedy.) Haveyouany testimony tooffer on theanthracite situa¬ 
tion that lias not been brought out?—A. 1 do not think so. It would require a 
discussion of detail, and I think in this particular the time is limited, and it would 
be well to confine the matter, with your kind permission, to general statements of 
this kind. Of c ourse these are general statements, and the facts vary in each 
case, as you will readily understand, according to each railroad and each property. 

Q. (By Mr. Ripley.) Have you any knowledge, acquired not from particular 
sources but irom the press and other ways, of tile nature of the sale of the 
Pennsylvania Coal Company to the Erie Railroad?—A. No; I only know what 
the street lias said—what has been published in the papers. I take it, however, 
that it is a part of the same general plan—community of interest. 

y. 1 refer particularly to the financial method of effecting that purchase.—A. 
Why, somebody with a whole lot of money had to arrange for it and take the 
financial responsibility. It is so tremendous a transaction that the ordinary man 
is lost in it. 

y. You have no statement in that connection that would be useful, without vio¬ 
lating any confidence at all?—A. No; I think not. I think it is a step in this com- 
muinty-of-interest idea, whicli I have just said, to be completely successful should 
he merged info ownership. It does unite two properties. 

Q, Have you a knowledge, acquired from public sources, as to the price that 
was paid for the securities?—A. Nothing; only what the newspapers have said. 

y. .May I ask whether that price, as you remember it, was high, as compared 
with prices prevailing in previous years? Or, putting it in another way, without 
specifying any particular company, where these consolidations take place are 
prices as a rule rather above the average of a long term of years, or not?—A. I 
should say, on the whole, they are slightly above. Usually the holders of large 
amounts of stock aro unwilling to sell at market prices. Let us take for example 
the case of the Central of New Jersey, The stock of that company has not been, 
perhaps, quite as high as the nrice paid: but that company owns most valuable 
possibilities, including terminal lands on the Hudson River, which are now missed; 
and it would be perfectly proper for the owners of that company to say that if 
they sold out to somebody who could use those facilities they should be” allowed 
for them. 

Q. Might it not depend, however, as to the expediency of the price paid, on 
whether that purchase was made, as is said, at the top of the market—that is, 
when average prices are high all through the range of public securities—or whether 
it were made at a period of public depression?-A. Of course the price of stock is 
an important factor, but the question when the circumstances will allow you to 
make use of a property is an equally important factor. 

y. The point 1 wish to get at is this; Whether consolidation effected at a mar¬ 
ket where a very high range of prices prevails would entail a heavy burden upon 
thecapitalization of that purchase in future years when the business becomes 
less?—A, That is the business of the financial people to determine; and as they 
are long experienced in the business, it is fair to assume that they see their way 
clear to make a profit out of the investment. If I may turn for an illustration 
from the anthracite field for a moment back to the trolley companies, which is a 
common case: Two companies are operating in different sections of a city. Some¬ 
body comes along and gets an option to buy them out. Maybe the stocks are sell¬ 
ing at par. Those people see that by putting them together they will create traffic, 
and render the stock worth 150. They can well afford to pay 100, what it is 
worth to the owners, with the idea of getting 150 for it That is'a perfectly legit¬ 
imate transaction. 

Q. Suppose we assume two railroads coming together; assume they can make 
the stock worth 150 where it was 100 before. Does not that imply that the 50 is 
going into the pockets of the people effecting the consolidation, instead of the serv¬ 
ice?—A. If yon take it in that wav it might be so; but the history of all railroads 
is that, in spite of it, the public will get the benefit in increased train service. Take 
the case of the Central of New Jersey. Let ns suppose—I do not know anything 
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about that, but let us assume for a moment that the people wanted a very large 
place on tide water, where they could handle a large amount of coal. The tide¬ 
water facilities of the Central of New Jersey would give them something they 
never could get without it. Let us assume that for a moment. Now. they could 
well afford to pay 15 points above the market for such a privilege as that; and 
that would result in the long run in this very reduction of price that we have been 
talking about. 

Q. (By Mr. C. J. Harris.) In the case of most of these recent recapitalizations 
of coal companies, are they not very largely overcapitalized, in comparison with 
their real value?—A. I think you will have to ask some stockbroker about that. 
It is a question what you mean by real value. 

Q. I supposed you had in your business actual estimates of the real values of 
many of these companies, and could give them without going into details.—A. 
There is no such thing as ‘■actual value.” considering these companies. 

Q. There ought to tie, ought there not?—A. No; it is impossible, if you mean by 
actual value the reproduction of the roadbed and the cars, etc. It would require 
a very accurate examination, and no one would have a right to an opinion without 
an examination. 1 question whether you can build a road into the anthracite 
field for less money now. 

Q. The intent of the question is to determine what price should be charged for 
a certain commodity. The question of the value of the plant and of the company’s 
interest on it would also have to be taken into consideration, would it not,?—A* I 
do not think so. I do not think that the value of the plant is a consideration for 
the legislature. I do not think that it is a very important consideration for the 
investor, and perhaps I may be talking hearsay, but I think if the legi latures 
would keep in mind the investor they would help to solve a great many of the 

f iroblems of the consumer. In other words, if a man is going to rob the community, 
et us say, by coal or freight or whatever else, he does it with the object of making 
money; and undoubtedly the only way he can make money is by unloading that 
stock on the public at high prices. Now, if you can have a statement or some 
means, by examination of the affairs of that company, that show its great earn¬ 
ings are on a false basis, and destroy the possibility of that man selling his stock 
at an exorbitant price to the investor, you kill the motive. 

Q. Suppose the cost of the railroad is fairly represented by its bonded indebted¬ 
ness. It has besides itc bonds large amounts of preferred and common stock. 
.Now, then, in the making of its rates of freight, what proportion should be given 
to preferred and to common stock, which has no standing, you might say?—A. I 
do not think that that, if you will allow me, is a correct statement of the indus¬ 
trial situation. 

Q. If you will excuse me, that has been taken into consideration by the Inter¬ 
state Commerce Commission.—A. I am aware of it, and think they made a very 
serious mistake. 

Q. Why so, if you please?—A. I am familiar with a great many businesses. I 
have had occasion to know something about them, not only recently, but extending 
over a number of years. I find it is the universal opinion of people making large 
investments that, considering the risks of their business, if they can not make 13 or 
18 per cent on the actual investment, they would better lend out their money on 
bond or mortgage and go out of business, and let somebody else take it that can do 
it. That is the general situation among all the industries of the country. Take a 
mill; A man that can not make 12 per cent on the cost of the mill would better go 
out of business. That is tho general condition of the community. Now. if you 
ask that man to come to New York to arrange for a corporation to take over his 
mills, he wants to issue bonds and stock. What can he issue bonds for? Only for 
the value of his mill. What shall he do with the rest of his earning capacity? 
He has got to issue stock for it. You are forced into this condition: Here is the 
mill, worth $100,000; it is earning $12,000. He can not issue bonds for more than 
$100,000, and 6 per cent on that is $6,000. What shall he do with the other 6? 
Issue common stock on it. There is no other way to do it. In the judgment of 
the majority of the financial people that is a perfectly legitimate transaction. 
Nobody is deceived. The mill is legitimately earning $6,000 over the face of its 
bonds. The only way todothis istoput bonds on for$100,000, and stocks for $100,000 
more. Of course that stock is called water, but I do not think that is a correct 
term to apply to it. That is a capitalization of the earning capacity of the mill, 
which is represented in our financial scheme by common stock. Whoever receives 
common stock finds written all over it the contingent value of that property. It 
is a perfectly legitimate transaction. The only thing is, like everything else, when 
a man goes to organize that mill he may put $200,000 on it. owing to the difficulty 
of valuing it and the ease with which formerly any amount of stock could be put 
on it. Y on can not do it now. 
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Q. The price in the market, I suppose, would regulate that?—A. You can not do 
that in Wall street to-day. 

Q. (By Mr. Conger. ) Would it not be possible to issue all stocks and no bonds?— 
A. Oh, certainly; but there is an economic difference. You can borrow money at 
4 or 5 per cent if you are earning, say, 6 per cent on $200,000 and your stockholder is 
getting 6 per cent dividend. Now, if you can turn around and issue $100,000 at 4 
per cent, your sto. k is getting 8 per cent, don’t you see? In other words, the 
financial point is that there are twoclassesof people in the community—one which 
wants a sale investment and is willing to take a low interest; the other wants 
more, but is willing to take a little risk. 

Q. In financiering these corporations, both industrials and railroads, do the 
present laws, in your opinion, sufficiently protect investors as regards the repre¬ 
sentations that may be made or that should lie made in the prospectuses of these 
concerns?--A. On the whole, no. I do not know that they do. As a matter of 
fact. Wall street has had some hitter experiences lately, and there is a much greater 
protection in the conservatism of Wall street than there is m the law. 

Q. (’an you cite an example of one of these experiences that yon mention that 
Wall street has had?—A. I think it would be I etter to let it go as a general state¬ 
ment, if you do not mind, because some of these things 1 would not want to refer 
to particularly. I need only ask you to look at (he quotations of some of the indus¬ 
trial stocks that were floated in 1899. 

Q. (By Mr. Kennedy.) You made a comparison between what Wall street is 
doing and what the law is doing? -A. I meant by that that it was a very difficult 
thing now in Wall street to form an industrial combination, let us say. except on 
the most conservative lines; so that while the law does not protect the investor 
any more now than it did two years ago, you can not get a banking house in Wall 
street to issue an uncertain security. The banking houses won t do it, and the 
investor would not buy it. Therefore there is more protection just now than 
through the law. 

Q. You mean to say that the States which have branched out liberally in their 
laws in imitation of New Jersey receive no comfort and support from Wall street 
now. do you?—A. No. There is no complaint about the laws of New Jersey that 
I know of. The rule is. “ Let the buyer beware.” 

(By Mr. Conger.) Now. touching those laws of New Jersey for a moment, 
inasmuch as you Inn e spoken of them, do you think the rights of the individual 
shareholder there are sufficiently protected?—A. In this sense, as I say, you are 
notified that you must beware of the matter. There is no pretense to keep the 
people from buying common stock when they ought not to, or anything of that 
sort. 

Q. Under the laws of New Jersey, at the present time, under which the corpo¬ 
rations are organized is it not possible for the management of a corporation, being 
in the saddle, so to speak, to so continue without actually holding a majority of 
the stock?—A. Not when anybody wants to turn them out; no. 

Q. Are there any regulations or methods by which a stockholder can learn all 
the names and addresses of the several stockholders-can learn who they are?— 
A. I believe so. It is hedged about, you know. The difficulty is that somebody 
will buy a few shares of stock in order to make troub e for them. At least that 
is what they are afraid of. The genuine stockholder can generally get all the 
information he wants. What the corporations are afraid of is the man who, from 
ulterior purposes, buys up stock and then asks for the books in order to create 
sentiment against them. 

It is customary for these large corporations, just before the annual election, 
to send out blank proxies all over tho country, is it not?—A. Yes; they are abso¬ 
lutely, dependent on that system for an election. 

(J. I)o you know whether the lists of any of these corporations can be seen by 
any other shareholder than the officers?—A. 1 would refer you to some of these 
companies’ lawyers for it, the exact legal situation; but a legitimate stockholder 
can get a reasonable amount of information if he goes the right way about it. 

Q. (By Mr. Ripley.) Including the names of the other stockholders? That 
is the vital point.—A. I won't express an opinion on that point, as 1 am not a 
lawyer. Last year there was introduced into the State legislature of New York 
a law, which it is understood was prepared in a measure by Professor Jenks of 
vour commission, and which was intended to cover that point, that there should 
be an office kept where the stockholders’ books should be kept on view. 

Q. (By Mr. Conger.) My question was to lead up to that one—whether your 
experience would lead you to favor the enactment of some legal requirement by 
which a shareholder should have the right, upon demand, to have the use of a list 
of his fellow shareholders?—A. There are a number of instances in New York State 
in which the corporations which are themselves shareholders are apparently not 
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treated well. Perhaps it would be well if we could have a recast of the corpora¬ 
tion laws so as to cover not only that point you speak of, but a number of others. 
Borne of them for and some of them against the corporations. This bill ot a year 
ago was intended to allow the corporations to do honestly and legitimately what, 
for example, they can not now do, provided they would make a clean breast of 
what they were doing. That was the gist of the bill. It was the old idea of 
publicity through an examination of the affairs of the company by qualified 
experts. 

Q. (By Mr. Ripley.) You speak of the laws of New York prohibiting the hold¬ 
ing of stock of one corporation by another.—A. That is the way I understand it. 

Q. Such holding, however, is permitted in the laws of New Jersey, and is the 
essence of the anthracite coal financial situation?—A. Certainly. 

Q. Would that be true of Pennsylvania also?—A. Iam not qualified to speak. 
I do not know the laws of Pennsylvania: but I think not. 

Q. (By Mr. Kennedy.) Is it true that the transfer books and lists of stock¬ 
holders and other books of these great New Jersey corporations, which are sup¬ 
posed to be in the offices in New Jersey, and should be there under the law of New 
Jersey, are actually in New York City?—A. No: they are over in New Jersey. 

Q. Is it not true, or is it true, that at one time they were not there, and when 
an investigation was supposed to be under way great express wagon'cads of them 
were taken from New York and put in those temporary offices in New Jersey?— 
A. I do not know about that. Most of the corporations I know of are law abid¬ 
ing. They have their records and offices in New Jersey. Some of them have 
directors there. I know that special cases have arisen, under the old condition of 
things, where they held the corporation's liooks there. 1 mean they hud small 
offices; the clerks are not there, yon understand, but enough of the corporation 
machinery is there to satisfy the law. The president has to be where the business 
is going on—in New York City, you know—but the stock books are usually kept 
in New Jersey, and so far as I know the corporations do carry out the law faith¬ 
fully. I never knew anything to the contrary. 

(jj. (By Mr. Ripley. ) Do you know of some that have been lax in that matter? - 
A. No; I do not. 

Q. (By Mr. Conger. ) You said a few moments ago that you thought the legis¬ 
latures should look ont for the interests of the investors, and in that way they 
would be serving the consumer as a role. Would you think it an unreasonable 
requirement that the names and addresses of the shareholders in a corporation 
should he provided for the use of all members before an annual election?-A. 1 
don’t think there would be so much objection to that requirement if you would 
couple with it other conditions which a corporation desires. In other words, you 
have taken just one point in a very big corporation question. The way to do that, 
in my judgment, would be to recast—if you are speaking, for example, of New 
York City—all of the corporation laws; not only that, but other tilings. 

Q. What other things?—A. Holding of stock, for instance. I believe you iiave 
a process to get at the stock books of corporations in New York. 

Q. Is it not practically impossible under the New Jersey laws for stockholders 
out of harmony with the management of a corporation to learn of the holdings of 
other members in that corporation to the end that they might put up another 
ticket for officers and directors?—A. I have had the people speak to me about that 
matter a number of times. They have always, I think, without exception told me 
that a bona fide stockholder could go into the office and get all theinlormation 
he wants, but they do not want Smith, Jones, or Brown to get a list and put up a 
game by which he would have to be bought out at the cost of a number of thou¬ 
sands of dollars. Now, if yon can devise a scheme by which a stockholder can 
get all the information he ought to have and so the speculator can not take an 
advantage of it, I think that is all you can ask for, and I think every corporation 
will immediately accede to it. 

Q. Do yon think the purpose or intention of the man who is a bona fide share¬ 
holder should be taken into consideration when he applios for a list of his fellow 
shareholders?—A. Certainly; there is the difficulty. I may he wrong about, it, but 
as a matter of fact, officers of corporations have again and again stated to me 
on that subject that the people who desire to look at their books and make a row 
about their affairs are the people who do not own any stock, according to the rec¬ 
ords. There are a great many people in thecityof New York who make a busi¬ 
ness of going around and trying to obstruct something or other, by reason of which 
obstruction they shall be bought off. Obstruction is considered in Wall street a 
legitimate thing if it can be done fairly. The right should be hedged so that it 
is not possible for speculators to take advantage of it. That is the crux of the 
whole controversy. 
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Q. As to the financial reports of the different corporations, do yon think that 
those are made in sufficient detail at the present time to the shareholders? In 
other words, how far into detail should financial reports of corporations be made 
to the members thereof?—A. That is a question on which I have been obliged to 
give a good deal of thought. Practically, my experience is that when a partner¬ 
ship is turned into a corporation it does not lose at all its business position. It 
has changed its form, but its business position is the same as before. But nobody 
asks a partnership to give undue information. Just the moment, however, it 
becomes a corporation information is asked tor. Men do not wish to give away 
their secrets any more under those conditions than they do when in a partnership. 
There is the conflicting situation. A railroad is quite different. It does not make 
any difference what the New York Central shows in its accounts; nobody is going 
to build a road alongside of it. But an ordinary small corporation is put to a 
serious disadvantage by showing what its sales are and wlmt it earns, that some¬ 
body around the corner can use to his advantage. It lias once or twice been the 
case that the Audit Company of New York has examined the affairs of theBe cor¬ 
porations. and certified that the earnings have been so much, without giving 
details. That has been suggested once or twice as a way out of that difficulty. 
The people then would believe the earnings were fair, that is to say, would have 
confidence in the statement: and, on the other hand, there would not be a state¬ 
ment oi nil the secrets of the corporation. The Pressed Steel Car Company is an 
instance immediately in point, which has just been issuing its bonds on such a 
statement. 

Q. Is it or is it not a fact that charges are frequently made to assets that should 
go to operating expenses?— 4. It sometimes is the case. 

Q. Is that, in your opinion, done at times witli honest intent, or in ignorance, 
or sometimes with fraudulent intent?—A. 1 am very glad you asked the question, 
I am glad to bear testimony from practical experience to the fact that the great 
majority of the people, as merchants and traders, in this country are honest. 1 
am glad to mako that statement. They are honest. They differ slightly among 
themselves as to what their profit is. That is the difference. They very often, 
with the best intentions, but in ignorance, make statements which are not, com¬ 
mercially speaking, correct, but which they honestly believe. 

Cj. These mistakes in bookkeeping then are frequently made in ignorance rather 
than with fraudulent intent?—A. Yes. The result to the investor is the same. 
There is a saying in Wall street that they do not know which is worse, a knave or 
a fool. A knave they can guard agaiust; but the fool—they believe his statements 
because he is honest. 

Q. Y'ou sp»ke of the inspection of accounts. How far wonld you favor govern¬ 
mental inspection of accounts of railroads?—A. I should rather not favor the 
examination of accounts of railroads by the Government itself. 

Q. Why not?—A. Because the inspection would have to be made by a bureau, 
and there would be a suspicion of politics in it, mid various things like that. My 
own opinion would be that public opinion, if possible, should force the railroads 
not merely to an audit, but to an examination—more than an audit—by some dis¬ 
interested party who was an expert in the different lines, and whose name should 
be filed at Washington, with a bond, let ns say, and who should do other business 
besides that. 

Q. Do you think this political flavor you object to now attaches to governmental 
inspection of national banks?—A. No;'but the case is different. In the first place 
the banks are not examined to the extent that we are speaking of with respect to 
the railroads. There is a misapprehension in the minds of a great many people that 
the banks are really examined by the examiner. It is not so, It is not ms busi¬ 
ness to detect thieves. Of course if he can find them out incidentally, he does 
it His business is to see that the law is not violated—to protect the depositors. 

Q. Is it not a iact that he does inspect national banks to the end that he may 
know that the assets that they claim to he there are there?—A. Certainly, but 
those assets would have been, say, $">0,000 more if somebody had not robbed the 
bank. 

Q. Would you favor the inspection of accounts of railroads by the Government 
to the extent that national banks are inspected?—A. I think not, because it can 
just as well be done in another way. and to the avoidance of trouble. The Gov¬ 
ernment would of course employ the best people. It is the same idea as the stock 
exchange. Once in a while there is a movement to ask the stock exchange to 
examine the properties thatare listed there, bnt it is not the stock exchange's busi¬ 
ness to pass upon the solvency of corporations; it can not be possible. 

Q. Yon say it could be done in another way. How could it be done?—A. By 
having persons, specialists in their line, to examine those railroads. We are doing 
it all the while, and no suspicion attaches to our examination. 
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Q. Is your audit company engaged to inspect the accounts of corporations at 
regular intervals?—A. Certainly. Sometimes one corporation is inspected every 
month, another one is every six months, another one every four 

Q. And does the certificate of your company have a recognized financial stand¬ 
ing in Wall street?—A. It is incorporated in financial underwritings on the street 
to the extent of millions of dollars. 

Q. You would favor this private auditing of accounts of those corporations by 
private auditing companies like yours rather that by the Government?—A. That 
would bo the idea, hedged about by anything you please of course—by penalty in 
a bond, if you like, or whatever penalty that be required, because I think the pos¬ 
sibility of losing money is, after all, the best saieguard. 

Q. The Interstate Commei co Commission now lias the right or prerogative, and 
I think exercises it, of prescribing the method of keeping the accounts of rail¬ 
roads.—A. Oh, yes; but that does not insure the accuracy of the accounts. It is 
a very good idea, and has done excellent service to the community by bringing 
the railroads to a uniform basis. L think everybody appreciates it. 

O. Now, in the absence of Ibis system of auditing accounts by these private 
audit companies such as yours, would the inspection and auditing of these ac¬ 
counts be desirable, particularly if it were confined to the quasi public corpora¬ 
tions like railroads? -A. 1 should rather prefer, if there was to be a law on the 
subject, that a report of some corporation, let us say like the Audit Company of 
New York, should be filed with the Interstate Commerce Commission for exam¬ 
ple, certified—any prescription as to the information, or something of that kind, to 
be obtained from the commission; and let the Audit Company of New York, as I 
say, file a bond or anything you like with the Interstate Commerce Commission 
for the faithful performance of those duties. I do not believe in increasing the 
Governmental machinery unless thero is some real advantage in so doing. 

Q. If this system of auditing accounts by private audit companies like yours 
should become general, naturally competition would grow up, would it not, be¬ 
tween rival audit companies?—A. Unquestionably. 

Q. Is it not a fact, or is it not presumable, that if the accounts of railroads were 
to be inspected by the Government, uniformity in the accounts would prob¬ 
ably be a result through such Governmental inspection, while that uniformity 
would not naturally be secured from the auditing by separate and different audit 
companies?—A. On the contrary, I think the uniformity of the present Interstate 
Commerce Commission would be adhered to by everybody, and carried through; 
in other word's, in the classification of accounts, my idea- is that the Interstate 
Commerce Commission would control. 

Q. You would not favor the enlargement of that Bureau to the point of inspect¬ 
ing?—A. No; I would not; because the accounts are so delicate that the service 
requires somebody conversant with the Street. For instance, what is solvency? 
Who is going to answer the question? 

Q. (By Mr. Ripley.) Can you give an oxamplo showing the difficulty of 
answering that question—a hypothetical case?—A. 1 have in mind a company in 
the West—manufacturing company—who. let us say, did not make a dollar, but 
had a great many more current assets Ilian liabilities. Should you consider that 
they were solvent or insolvent? There was a dispute about the question, as I hap¬ 
pen to know, on that very point. There is no question at all in my mind that 
they were perfectly solvent. A man is solvent as long as ho can pay his debts, 
whether he is making any money or not. I only instance that as a question that 
came up. That requires persons to be most carefully in touch, not only with the 
business to know what it really is—not, the commercial situation alone, but the 
Wall Street situation, for, after all, all these things run into finance sooner or 
later. 

Q. (By Mr. Conger). The Government inspectors of national banks have so 
far been able to satisfactorily determine whether a bank is solvent, have they 
not?—A. It is an easy matter; anybody can do that. I do not mean to say the work 
is not hard, but the theory is easy. 

Y’oumean to say the bank's assets are in money and they do not have to 
believe any deception?—A. Oh, no. We have examined a great many banks, and 
our examinations go very far beyond what any bank examiner’s does. That is no 
reflection on the examiners, however, for they are not hired to do what we do. 

Q. How far would you carry the legal requirement of inspection—to what class 
of corporations?—A. I think that perhaps the United States Government should 
limit itself, until the question is put in another shape, to the corporations you 
spoke of—the transportation companies. This law that your own expert, as I 
see according to the public report. had something to do with, required that the 
Corporations of the State of New York should come under it and should also be 
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andited. His idea was publicity. The idea of that law was to give the corpora¬ 
tions a chance to do legitimately what they would have to go to New Jersey to 
do now, at the same time giving them the power to show their hands. 

Q, You think the laws of New York should be revised so that one corporation 
could hold stock in another corporation?—A. The opinion here is that the laws of 
New York should be revised on several points; that is one of them. 

O. Is it a fact that the laws of Massachusetts prohibit a corporation organized 
under its laws from holding stock in another corporation organized under its 
laws?—A. Yes. The laws of New Jersey, Delaware, and West Virginia do allow 
such holdings. Give the corporations a chance to do anything, if you only know 
what they are doing. That is the whole secret of the business. 

Q. (By Mr. Ripley). You have spoken of the Interstate Commerce Commis¬ 
sion’s accounts. Does the publicity they enforce, and the uniformity, apply to 
any other branch of the accounts of railroads except the income account? That is, 
is it quite uniform in the several departments of railroad finance?—A. You can not 
get the detailed information; that is given to the commission, and they hold it 
privately. 

(J. But do they secure, as far as you know, such detailed information as was 
contemplated in the origin of the Interstate Commerce Commission?—A. I do not 
really know about that. They do not give out all the information—only the sub¬ 
stance of it. 1 do not Know what thoy get. 

U. I would like to ask you to make perfectly clear the difference between an 
audit and an examination.—A. An audit is an examination of the books as 
they stand. That is a very important thing It must be done by special expe¬ 
rienced experts, because it is tho foundation of all knowledge. You must know 
what they have been doing. But there is still a further thing behind the audit— 
that is, whether the figures represent the commercial facts. 1 do not know 
whether that expression is very clear to you, but what I mean is this: Take one 
instance, it is not customary for a railroad company to set up what we call the 
depreciation account, but it is customary in factories. The railroad is supposed 
to renew enough equipment in every year to keep itself going just as long as it 
needs any such thing. 1 do not myself think that is the best course, but it is the 
custom. That is all we can say about it. Now, the railroad company, if it should 
b\ any chance wish to make large earnings, can simply stop repairing cars, and 
practically that information, so lar as the audit is concerned, would be to that 
extent misleading. Now. nothing but the examination of the affairs of the 
company outside of the books would show its condition, because the books would 
be correct. The most dangerous sot of books 1 over saw in my life were abso¬ 
lutely correct, but they did. not represent the facts. There are practically two 
subdivisions in this matter: One is the books themselves, so that the information 
of those books shall he correctly recorded, and that is not at all a simple matter; 
and beyond that there is such a thing as an examination of the affairs, so that 
the report will represent the facts behind it. 

0. Do l understand you to say the bank examiners do nothing practically in the 
way of auditing?—A. I did not mean to say that. I really think the public 
clamor against examiners is hard on them, and they do a great deal of that sort of 
work, undoubtedly. 

U. (By Mr. Comjkk ) Early in the testimony you said that as a consumer of 
com you had no objection to and, as I remember, practically approved of the con¬ 
solidation of the anthracite interests that is now going on?—A. Yes. 

Q. Now, what is your opinion of tho necessity, or lack of necessity, of Govern¬ 
ment inspection of accounts ol that combination if it should be formed? Do you 
think tlioro is any need of it?—A. I think that the whole railroad situation would 
bo made better by such an examination. 1 really think if there is anything behind 
the combination they want to conceal, it ought to be known. But as far as 
I am familiar with their affairs I think there is nothing in them that they 
really need be ashamed of—nothing except some little instances that happened, 
but I do not think there is anything of consequence they ought not to reveal. 
Therefore I agreo that it would be better in someway to be known either directly 
or through some goneral act of Congress, which should give to the Interstate 
Commerce < 'ommission the power to have these companies audited by outside 
auditors, who should file bonds with them, leaving them m their charge. For 
example, that might he possible, and I think it would be better for the coal com¬ 
panies just the same as the other companies to do that. 

Q. Now, we have pending in the industrial world at the present time the organi¬ 
zation of a mammoth steel trust. Do you think that government examinations of 
the accounts of a corporation of that magnitude would be advisable?—A. It is a 
gigantic undertaking to examine a company like that. It is not hard either when 
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you think about it, because the constituent companies are to be kept alive. In 
that case, as I understand it, it becomes a question of examining a certain number 
of constituent companies. 

Q. We frequently hear publicity advocated as a remedy for the trust evils. Do 
you agree with others in advocating publicity as a remedy?—A. As a general fact, 
I do. The question as to how much publicity and covering what points, of course, 
is a matter that might t>e discussed, but in general. 1 think that the publicity of 
the essential facts would not hurt. 

Q. In the term “essential facts” I suppose you would include profits made, 
would you not?—A. I would, certainly. 

Q. To the end that, if the profits were exorbitant or very large, if that term 
would be preferable, competition might be thereby encouraged?—A. Precisely so, 
only I think a number of years ought to be covered. Now. it may sound strangely 
to you, but it is a fact in my own knowledge that the panic of 1893 did not affect 
manufacturers in this country until two or three \ears alter wards, and the worst 
years our manufacturers ever had were 1890 and 18'.);, and not 1894. Rather 
strange fact, is it not? 

Q. How do you account for that?- A. Panics are financial and they only reach 
business afterwards. It takes time for a panic in Wall street to roach the Western 
manufacturers. Now, then, if you are considering the enormous profits of the 
steel companies for the year 1900 or the year 1899, you ought in fairness to take 
into account the loss of 1890 and 1897 or lack of profits, whatever it may bo. Now, 
if all those facts can be set in a group and if the companies are wrong the people 
can find out the fact. But on the whole ihoy are right and fair as a rule in their 
methods, and I believe in the long run the American people will deal justly with 
them. 1 believe in the fairness of tho American people. 

O. Do you think the Federal Government or the State governments should 
undertake the inspection of the accounts of these corporations?—A. Not directly. 
I think if they provide for inspection it would be all they should do just now. 

Q, But you do think they should provide for it?— A. It would be fair to do it if 
they could have changes and roly on them - for example, the change of the laws 
of the State of New York. Now, the law of the State of Pennsylvania was well 
intended, but just now it is tho stumbling block in tho way of a reduction in the 
price of coal. 

Q. You refer to the constitutional provision of Pennsylvania against railroad 
companies owning coal land?—A. Yes: but at the present time we are making 
history so fast that we have gotten away boyond Hiat. 

Q, Some have advocated a Federal incorporation law. What have you to say 
on that point?—A. 1 think the first thing to do is to straighten out the States on 
the question of corporations r 

Q. Do you think that the incorporation of these companies should bo done under 
State statutes rather than Federal statutes?—A. That is a very large question. 

Q. Well, we are getting some very largo corporations, you know. -A. Some per¬ 
sons have really advocated Federal corporations simply to escape State laws which 
are unreasonably severe. They do not advocate Federal laws that l know of on 
any other ground than to escape some ol the arbitrary laws of some of the States 
in which they are compelled to do business. 

Q. Might not uniformity bo a desirable object?—A. Yes. It is a question 
simply—a constitutional one—whether it is in strict accordance with the theory 
of our Government that Fedoral authority should step in, even under the guise 
of interstate commerce, and charter companies inside of individual States. I do 
not like to go beyond myself in thinking about the question of home rule if I can 
help it. 

S , Is it not a fact that these large industrial corporations, as a rule, are organ- 
in New Jersey, and many of them operate nothing in New Jersey except an 
office in an 8 by 10 room?—A. Certainly; but they have to do business indifferent 
States. 

Q. True; but in what way do the States have the advantage of home rule while 
this New Jersey scheme is operating that they would not have in operating under 
the Federal system?—A. Well, the Federal statute raises a series of general ques¬ 
tions, you know, which do not apply as between one State and another. But I 
have really no opinion on that. 

Q. Going back to the matter that was mentioned early in the testimony in 
regard to some of the experiences which Wall street had passed through with 
some of these industrial corporations, should there be greater regulation as to 
representations that are made in the prospectuses put out when these companies 
are organized?—A. That might very well be if the whole corporation law is 
recast. The stock ledger and various things ought to be considered. 
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Q. If that were to be done, what would you suggest as some desirable features 
to incorporate in that law?—A. You know the English law is on that subject that 
the men who put prospectuses out are responsible for the statements financially. 
They are responsible now theoretically under our law for any statement made; 
but in England the responsibility is specific and direct. 

Q. Would you favor making it more specific, as does the English law?—A. Yes; 
on the ground that if, as I say, the whole corporation question is taken up in that 
broad and liberal spirit, something of that kind might do. You hear a great deal 
of talk nowadays about making directors responsible. It is impossible. You 
know if we did that, we would not have many directors. They can not be 
responsible for what might happen two years from now, so that would be a fact 
to he very carefully guarded. 

Q. Do you think, under the present line of prospectuses that are issued and put 
out, that'tboy go into sufficient detail as to the powers, authority, and duties that 
are imposed upon officers and directors of the corporation to be organized?—A. The 
powers and duties of the officers are not ot so much account with an investor as 
are the other matters. Now. we are slowly minimizing and working out that 
problem in New York on Wall street without legislation. Jn other words, a bank¬ 
ing house that should continue to put out wrong prospectus would not continue 
in business very long. We are working chat out so it is not really as necessary 
now as it was twenty years ago, because we are simply working it out for ourselves. 
I think that the bankers would welcome a reasonable pro\ ision in that respect. 

0. I low is that problem being worked out—by force of public opinion or rules 
being adopted on the street?—A. If Smith. Jones A Robinson are my banking 
house, and they bring out a corporation or a manufactory and issue bonds, and I 
buy the bonds of that concern and it goes to pieces, wo are not likely to buy any 
more bonds from that house. 

q. It is done by public opinion?—A. By public opinion, certainly. 

(*>. Are there any rules?—A. They are judged by their rucccss. 

Q. Are there any witten rules iaid down by Wall street? - A. No: excepting 
that the information must be given. The difficulty about making rules is that 
they vary in each case. It is very difficult to set down rules. You want to know 
essential facts in each case. In one case the question may be whether the plants 
are worth anything, and in the next whether the patents are worth anything, and 
in the next whether the company has any hold upon the raw material. It is impos¬ 
sible' to put down fixed rules for such a thing. It depends on the company itself. 

Q. I was wondering whether tho rules of the Stock Exchange made any require¬ 
ments that might or should be enacted into law.—A. That is a case where they 
are going on without law. They require the furnishing of a specific amount of 
information in the Stock Exchange. 

(*>. Might not it be well for the statutes to make the same requirements?—-A. I 
do not think anybody in Wall street would object to a reasonable provision on that 
point. They say that law is a crystallization of the opinions of a community. 
Wall street already has an opinion on that subject, so 1 do not think they would 
object to the crystallization of it. 

Q. (By Mr. C. J. Harris,) Does tho Stock Exchange require an audit of 
accounts of companies represented there?—A. No; but it requires certificates of 
an audit company as to the precise information furnished at the time of listing, 
but not afterwards. 

Q. Would it not be a good idea to have it every year?—A. That is a question 
brought up every year. The objection is that the Stock Exchange is not anything 
but a body formed to make trading easy. It is not a body to fix the value of things. 
That must be done by the members who trade there. 

Q. (By Mr. Kennedy.) Is it all legitimate trading that is done there?— A. That 
is a hard question. May I ask what you mean by legitimate? 

q. Actual buying of stock.—A. Oh, yes; the moment they catch a man bucket¬ 
ing he is turned right out. Oh, yes; they are most rigid about that; they are them¬ 
selves most rigid chasers down of bucket shops. Of course, yon understand what 
I mean by bucket shops—places where there is no buying and selling. If you 
lose so much money you might just as well bet on a card table. They turn right 
out those who do that. 

Q. Jt is the buying and selling of stock that is the representative of the actual 
material thing?—A: Oh, yes: no doubt: they are very careful about that. 

Q. (By Mr. C. J. Harris.) Are you familiar with the recent railroad combina¬ 
tion which controls the Pacific Railroads?— A. Only what I have seen in the 
papers. 

Q. Does it control all lines to the Pacific coast?—A. No, not at all; the Atchison, 
Northern Pacific, and Great Northern are all separate. 
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O. Suppose this combination goes on indeSnitely; will that lead to monopoly, as 
you meunoued, in the anthracite coal business?—A. It might very well do so. I 
anticipate this movement of consolidation of railroads will continue, I do not 
think we have at all seen the end of it. 

Q. What will be the result on the public, the shipping and traveling public , 
the people who live along those lines?—A. I think it is in the direction of progress. 

1 think before we get any reduction of freight rates we must have economies 
which will enable those reductions to be made without impairing the earning 
power of capital. That is what we are all striving for. I do not myself have any 
l'ear of the future about that. In fact, the next generation can deal with it if it 
is necessary; at present 1 have no fear. I think anything that would enable the 
New York Central to do business more cheaply will benefit Utica, for example, 
that can not get out any other way. 

Q. Well, so far as the combination has gone, do you find in your experience that 
this combination tends to reduce prices to the consumer, or does it tend, as was 
suggested here by you a few minutes ago, to pay more dividends on more classes 
of stock?—A. Well, tho reason for these combinations is selfish. It is the hope of 
profit that makes the world go round, and if these people did not think they were 
going to make some sort of profit on them they never would go into combinations, 
even though the result mighl be a benefit to the community in the long run. Now, 
the first effect of a combination of railroads might be to steady the tariffs. You 
understand there is a good deal of rate cutting going on. They quote 15 cents a 
hundred where really they get 10 cents of a large shipper. The effect of a combi¬ 
nation of large companies would first of all be to steady and make uniform rates 
which would prevent the uneven and rapid fall in freight rates which has been 
going on in the last twenty years. It can not prevent a gradual fall of rates, 
because circumstances arc such that commerce m this country is out for low rates, 
for example, on exports. Now, there is a tremendous field which this country will 
have to more or less occupy in the future. To do so thoy will have to have low 
rates. 

(At 10.45 a.m., February *21.1{)01, Mr. Greene was recalled as a witness and tes¬ 
tified as follows:) 

The Witness. He fore answering any question that the commission may like to 
put to me. I would like to state that by some mischance I have been radically 
misquoted in the papers, and as the matter does me considerable injustice, and is 
in some cases directly opposite to what my sentiments are, I would like to put 
before the commission some corrections of some of the misstatements. 

(The witness here submitted corrections of newspaper accounts.) 

Q. (By Mr. Kennedy .) Is that the only statement you have to make? -A. That 
is all. 

Q. I desire to ask you 8 or 10 other questions on transportation beforo you go on 
to the subject of industrial combination. In the first place. I would like to ask yon 
why. generally speaking,railroads give lower rates for exports than tor domestic 
shipments?—A. I do not wish to take the time of the commission to go into the 
whole question of the relation of exported merchandise to home merchandise 
except to say that exports have a very important relation to the prosperity of the 
country. Where, as in our own country, the production is at the moment or may 
be at any time-in excess of homo consumption, those exports must be sold abroad 
or the men must be discharged, for example, and the community lose the benefit 
of that production and the railroads the carriage of that freight. Therefore, it is 
considered legitimate to sell those goods at a lower price abroad than m the home 
market, within reasonable limits, or for the railroads to carry them at a less price. 
That is not a new idea, because a company that manufactures in New York, if it 
has a surplus of goods on hand, will sell them at a less price in Chicago than in 
New Tbrk. It is not confined to different countries, by any means. It is a con¬ 
dition of things that prevails at times in every city of the United States, and, so 
far as my experience goes, it does no practical harm because it continues for a very 
short time. It is an evil, but I do not think it needs to be corrected by legislation; 
it corrects itself. I am only speaking now of the importance, as I understand it, 
of the question of exports. I may add also, ii it is in line with your question, 
that the question of the cheapness of production of these exports and the cheap¬ 
ness of carriage is a most important element in what, so far as one can see, is the 
coming circumstance of business in the United States. We have before us a pos¬ 
sibility of manufacture and of trade which is so great that one almost hesitates 
to consider it possible, particularly with reference to foreign trade. 

Q. Is -this practice of American railroads with respect to exports somewhat 
analogous to the export duty of foreign governments, on sugar for instance, and 
"other products; export bounty, I mean?—A. I suppose that is bound up in the 
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whole general question of protection, which I would rather not discuss. It is too 
big a subject. 

Q. (By Mr. C.J. Harris.) Are you familiar with the import rates in here?—A. 
I have not been for three or four years. 

Q. That is. rates by which goods are shipped from England into interior points 
of this country for perhaps even less than the prevailing rate from New York City 
to those interior points?—A. That is a most difficult question and there is no con¬ 
sensus ot opinion as to the right and wrong of it ethically. The railroads consider 
that they are at liberty to take freight, let us say, from Liverpool to Chicago by 
way of New York, at a rate that will enable them to get the business away from 
the road from Liverpool to Chicago by way of Montreal. In order to do that they 
take it at a less rati 1 than is made trom, say, Warsaw to Chicago. As a practical 
question the tendency of the times is always to reduce the domestic rate toward 
that foreign rate. 

The duty ot the railroad to the shippers plainly demands that they shall give 
the sarno rate to all, does it not. that there should be no variation?-— A. Under 
the same circumstances. The question is, of course, whether the circumstances 
arc the same. 

When the rate is less than it would be if shipped directly from New York, 
th*-ro is a discrimination that is hardly just.—A. Not exactly; not in the sense of 
the interstate commerce law. There the proportion of the through rate is not con¬ 
sidered. 1 he Lake Shore road will take a less proportion of the rate from Chicago 
than it will from Rochester, let us say. or some place of that sort. That is not 
considered a discrimination It is the total of tho rates that the interstate-com¬ 
merce law takes notice of. If the rate from Liverpool to ('hicago is less than the 
rate from New Vorfc to Chicago, it is a question. The tendency is to reduce the 
domestic late toward the foreign rate. It is a difficult ethical question. 

9 - <By Mr. Ki '•nk.dv.) In line with my former question, 1 would like to ask 
you whether the railroads m making these cheaper export rates are a great instru¬ 
mentality in keeping the balance of trade in favor of this country?-A. There 
is no doubt about it. This possibility of great trade expansion that is before the 
United States would be greatly helped or greatly hindered. I will say greatly 
helped, by the fact that these large industrial combinations will be enabled to pro¬ 
duce goods more cheaply and that the large railroads will be able to carry that 
freight, more cheaply. 

Will not the railroads themselves thus enable the manulacturers to under¬ 
sell European manufacturers m their own market? Are they not at the same time 
promoting loreign immigration to this country?—A. 1 should say so; yes. 1 think 
that the prosperity of this country is the direct reason for immigration. In fact, 
immigration statistics prove it. There was a great falling off under the panic of 
INWi. when business was poor. 

(*). 1 would like to ask you whether, when the commnnity-of-interest plan in rail¬ 
roads shall be earned to a successful conclusion, it will eliminate the expensive 
ticket offices on Bioadway and whether it will effect other economies?—A. No 
doubt something of that kind would be the result. How far that result would take 
effect from community of interest is 311st a mere matter of guesswork. But if the 
time should ever come when community of interest itself should give way in its 
turn to an absolute combination of the different roads, there is no doubt that the 
changes in tho employment of various railioad officers of the different grades 
would be very serious. The industrial combination has already decreased the 
number of traveling salesmen, and there is no doubt the same effect, if it should 
ever come to that, would be the result 111 any railroad combination also. I would 
call the attention ot the commission to the fact I hat while m the industrial world 
we have had actual combination in regard to absolute ownership of plants, that 
absolute ownership lias only extended in a small way as yet in the railroad world 

Q. Would you care to say anything about the principle of the long and short 
haul? That was not discussed yesterday, 1 believe.—A. Oh, I think not. I think 
the railroad men acknowledge, as a general thing, the justice of that principle. It 
is only the applicability of it in certain cases that is at times discussed. 1 think 
the general principle is acknowledged to be correct. 

0- 1 should like to bring up the question of classification, and ask you if commu¬ 
nity of interest would tend to bring about uniform classification, and whether that 
is desirable or not?-A. I should say the tendency would be that way, but the dif¬ 
ficulty is the situation is so different. For example, in the South it is theoretically 
all right, but practically a very complicated matter, indeed. In making the classi¬ 
fication the difficulty of the situation is that we sometimes forget that classifica¬ 
tion is only another method of fixing rates. If sugar, for example, is carried for 
10 cents and you put cotton in the same class as sugar, it must be carried for 10 
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cents. Cotton goods may be, under stress of circumstances, carried for one rate 
from New York and for another from Atlanta. There is the difficulty in the 
classification. 

Q. The tendency is toward uniformity, is it not?—A. The tendency is, as the 
country settles down, toward a regular basis throughout the whole country; but 
as long as there is a diversity of circumstances there is difficulty. 

(jj. I would like to ask you it the very largely increased earnings ot railroads 
which we hear about from time to time are the result altogether of good times, or 
have the better methods in the management of railroads had anything to do with 
the change?—A. If we compare the earnings and other statistics of raili oads with 
the statistics of the same companies before 189 : 1 , let us say, for example, theie is 
an enormous difference. The railroads know how to run their business very 
much better. They have learned a lesson. My father used to say that the man 
who did not learn by experience was a dull scholar; and the railroads have been 
compelled to learn howto increase tram loads in a way that 10 years ago was 
thought impossible. Ho that undoubtedly the two elements enter into the present 
prosperity of the railroads. One is that the country is prosperous and freight is 
being shipped: the other is that they know more about business. 

Q. ( By Mr. C. J. Harris.) What do you say of the low bond rates as affecting 
the prosperity of the railroads?—A. The question before was on the earnings from 
operation—the question ol what remains for the shareholders. Now. of course, 
that share is increased by the lact that the railroads can borrow money at low 
rates of interest, because what is saved in interest is added to the surplus over 
fixed charges, which goes to the shareholders. 

Q. What would you say was the rate of interest on the bonded debts of railroads 
notf as compared with 1890 ?— A. It is not possible for me to make a fair compari¬ 
son. but it is certainly not more than two-thirds. It is practically a 7 -per-cent 
basis as compared with a 4 , let us say. You can ascertain that for yourselves. 
The old bonds, for example, of the Chicago, Milwaukee and St. Paul Railroad 
bear 7 per cent. The bonds of the New fork Central system bear something 
over 7 per cent. They can be refunded now at per cent. 

Q. (By Mr. Rirlky.) You stated yesterday, did you not, that some degree of 
earnings should be the basis of capitalization?—A. Yes. 1 would like to put that 
thus: That it. is taken to be the basis of capitalization. 

Q. And seems to be a fairly good working basis? -A. Yes. 

Q. In your judgment, then, does a decrease ot operating expenses, with the 
same gross volume of business, justify a corresponding increase in capitalization?— 
A. I have a very strong opinion on that general subject, which may be at variance, 
however, with that of the community. L think it is a great doal better for a road 
to pay high dividends than it is for it to water its stock. 

Q. Will you state your reason?—A. I do not mean “water its stock,” but 
increase its capitalization, because in Wall street it is considered legitimate to 
make the two correspond. The sentiment of the community is against high divi¬ 
dends Therefore, m order to cover that, the people who manage these affairs 
have thought that they are compelled to increase the capitalization so as to make 
the rate of dividends about the same as before. But as a matter ot public interest, 
however, I think it would be better to increase the dividends, because then they 
could fall back. If you increase the capitalization and pay I per c nt and then 
fall back, then there is trouble. 

Q. A road has a certain volume of business: it preserves that same volume of 
business, we will say, at the same rate, but is able by economy of operation to 
reduce very largely its expenses, consequently the net returns become larger. 
Would it seem to yon that that increase of net return would justify a correspond¬ 
ing increase of capitalization, or is a portion of that.increase of net return the just 
portion of the public, which they should receive through a reduction of the rates?— 
A. It is not a question of abstract reasoning; it is a question of fact. The first 
result of an increase of that description is that the net earnings of the company 
are larger, and if they can increase their dividends for the time being it is better 
to do so. because the inevitable tendency of things is to share that increase with 
the public. 

Q. What is going to insure that sharing of economics with the public unless 
there be some governmental jurisdiction?—A. That again is a very large question. 
My private opinion is that the public will share in the benefit of that in the long 

run. 

Q. Would the possible combination of a great number of competing lines possi¬ 
bly change that situation?—A. Maybe. Let us suppose there is a combination of 
different railroads, so that the expenses of these roads are reduced. Not merely 
a community of interest; but let us suppose—a preposterous thing—the New York 
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Central, the Pennsylvania, the Erie, and the Delaware, Lackawanna and Western 
all combine in a big combination. Let ns suppose the aggregate earnings of these 
companies are increased one-third on the total volume of business. Let us sup¬ 
pose this great steel combination goes through, and they turnaround and produce 
-goods very cheaply and send them abroad. What is the result? The result is 
that they begin to send tho goods abroad in great quantities and ask the railroads 
to ship them and they take them. The local industry will say, You arc giving the 
exporters great advantages. Why can't you give them to us? First they will say 
no, and then will say yes. Tho result is the gradual falling in the rates toward 
the level fixed by the cheapest of all. If that was not tho result all history would 
be against us. I give you that as a case. 

Q. In other words, do you mean that the growth of groat industrial combina¬ 
tions, coexistent with the growth of great railroad combinations, is going to stand 
as a safeguard against each other?---A. In the long run; not immediately. Tho 
managers of these enterprises are business men. They are after profits, just the 
same as anybody else is. I am only speaking of the inevitable tendency of these 
things in the long run. 

(By Mr. Kennedy.) What effect will industrial combinations having the 
power to prevent overproduction and the railroads aiding in the exportation of 
our surplus product have, if intelligently and properly used, in averting hard 
times?—A. A very great influence. It probably has not escaped the attention of 
the commission that one reason why we have hard times in the United States is 
because the energy of the American people carries them at times beyond the line 
of prudence. In other words, if we weie a phlegmatic and stagnant sort of peo¬ 
ple, we would not havo such panics. Now, any power or any force which can 
hold back the American people and keep their energy within bounds will have a 
very strong tendency to prevent panics - at least to the extent that we have seen 
them heretofore. My own idea is we will not again see a panic of tho intensity of 
the panic of lylKl for than \eiy great reason, because of the evolution and because 
of our greater knowledge ot what produces these panics. So long as the Ameri¬ 
can peoplo are so progressive there will always bo good and bad times. We all 
have the faults of our virtues, you know. 

(^. Havo you anything to say about the penalty that is now imposed upon the 
railroads for giving rebates—tho railroad officials -and would you suggest any 
change in the interstate commerce law iu that respect?—A. No; I do not know 
that I have any suggestions to mako just at the moment. The railroad people 
who are to appear before you can give you a better idea from their experience, 
perhaps, and better suggestions than I can. 

Q. You could not say whether you think good results would come from changing 
the penalty from the officials of the railroad to the corporation itself?—A. The rail¬ 
road men with whom I have talked think it would be a good thing to do that. 
Generally speaking, I am in favor of a penalty upon the corporation; but I think 
that these combinations, with the help of tho Interstate Commerce Commission 
possibly, in some way will reduce that evil to such an extent that the rebate ques¬ 
tion will not be a burning one. 

Q. (By Mr. Ridley.) Is it true that the principal reorganizations of railroads 
seem to come in periods—together?—A. Oh, yes. They are dependent on the 
fluctuations in business the same as any other business concerns. 

Can you state any general relationship between such a period of reorganiza¬ 
tion— frequent reorganization—and the depression and the prosperity of business 
which falls in with this largely?—A. I should say that they were intimately con¬ 
nected, and that the same reasons that would bankrupt a number of concerns in a 
manufacturing business would make hard timos for the railroads that carry their 
product. 

Q. As a rule, do the railroads with a heavy capitalization seem to lie more sub¬ 
ject to reorganization than those which operate on a narrower basis?—A. It all 
depends on the volume and stability of business. Tho New York Central is capi¬ 
talized almost as heavily as the average English railroads, but that does not pre¬ 
vent it from being very secure. But a smaller road with one-third the capitaliza¬ 
tion might bo dangorous. It all depends on the situation of the company and the 
kind and volume of the business it carries. 

Q. Have the principal reorganizations of the past 5 years, such, for example, 
as the Southern Railroad, the Richmond Terminal, the Wisconsin Central, the 
Baltimore and Ohio, etc.—have they, as a rule, resulted in cutting down the volume 
of the common stock or preferred stock or bonds?—A. They have, as a rule, 1 should 
say, resulted in cutting down the bonded indebtedness beyond a doubt; but in 
quite a number of cases they have resulted in an increase in the stock in the sense 
of preferred shares being put ahead of common stock as a sort of semiobligation 
of the company. 
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q. In other words, the total volume ^ not been cut do**, 

‘“ol r f^m r a B B^,S a ^Tof%ev does that seem desirable or is it merely !t 
necessary result of the circumstances? — A. It is n necessary result of the circum¬ 
stances, not an evil , for the reason that the bondholders are creditors of the com¬ 
pany and the stockholders are partners. So that, from the point of view from 
which you are speaking, I should say the duplication of stock is not so serious a 
question as would be the duplication of bonds. 

Q. 1 understand you to say, then, that Ihe possibility of issuing new bonds at a 
lower rate of interest is the principal advantage that follows from such reorgani¬ 
zation?—A. And the exchange of your bonds into preferred stock, which, while it 
has no legal claim upon the earnings, has a moral or ethical claim on the pros¬ 
perity of that company, it such prosperity should come from the prosperity of the 
country at large. 

Q. Is it not true that a good many of the reorganizations, or rather of the 
financial difficulties which have made reorganization necessary, have been the result 
of rather excessive issues of securities'--A. Undoubtedly. 

Q. Is it not, then, anomalous that the remedy applied for the evil of excessive 
capitalization should be a still further increase of such issues?—A. No; because 
the safety is in thechango in the kind of obligation. 

Q. It is not an evil, then, in your judgment, to any degree?—A. I did not say to 
any degree. 

Q. The volume is not as important as the character of tin* securities?—A. No. 

It is important that the stock should bo iairly representative of the earning capac¬ 
ity of the company, but that is not as impoitant as that the bonds or loans of the 


company should be within a reasonable limit, because that means bankruptcy. 

Q. By whom is reorganization of these properties usually undertaken; by self- 
constituted or by official committees? Will you explain?—A. The usual way is 
for the large bondholders who are affected to get together and decide who they 
will get in. It looks on the lace of it as if it were a self-constituted committee, but 
if you will examine into it you will find it is largely the result of efforts of people 
who either own the securities in question or who contiol them, as \on savin Wall 
street. Perhaps it is somebody who is known as a competent man, and has the 
confidence of someone else, and can get the securities from that somebody elso. 
They very often act in connection with a Iriendly receiver. I mean friendly in 
the sense of not an enemy to the interests of all concerned. They get together and 
state the situation. They find out what the road can do; where, by casting off 
certain braueh lines or taking on others, they can in the long run increase the 


earning capacity in easo of a return to good times, and where they can get the 
money. That is a very important question. All these things are takon together. 
It is a very onerous task, indeed. They have to decide on what bonds should he 
scaled down and what bonds should be exchanged for preferred stock in equitable 
proportion. 

Q. Is reorganization always undertaken in that spirit, or is it possible for a bare 
majority of the favored security holdors to so administer affairs through a reor¬ 
ganization committee that the minority stockholders can be injured thereby?—-A. 
Practically, no. The stockholders are very rarely m question. It is the creditors, 
and there is always a large proportion of the minority who are willing to carry the 
ease to the courts. A reorganization is not a foreclosure in the sense that a fore¬ 


closure on my house is such. It depends on the practical good will of a vast num¬ 
ber of persons concerned. It is a practical matter; there is very little opportunity 
to do gross injustice. 

Q. You suggested in your testimony yesterday, didn't you, a disposition on the 
part of the courts to extend the protection thrown around the minority stockhold¬ 
ers?—A. I think there is such a tendency. 


Q. Would you suggest any change in the law of corporations which would seek 
to ao that, not by recourse to the courts but more directly by statute?—A. I should 
say not. The prominent corporation lawyers are somewhat alarmed about this 
tendency that I speak of." Perhaps the most recent case is that of the Monon Rail¬ 
road, where the reorganization of that property was almost upset by the courts 
on the ground that a combination of bondholders and shareholders before the fore¬ 
closure was a wrong to the general creditors of the company. Now, the theory 
upon which Ameiican transportation interests are conducted is that, upon the 
whole, justice in the long run is secured by having the majority rule. There is 
no other way to conduct affairs. These corporation lawyers are all disturbed at 
this tendency. Therefore I should say the tendency itself is enough without 
helping it—without any further legislation. 

Q. Will you speak concerning the effect of many of these reorganizations upon 
the community ?—A. That is a very important question. The railroad enters into our 
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business life to such an enormous extent that anything that would diminish the 
capacity of the railroad to do business well and cheaply would be a loss to the com¬ 
munity as a whole. Therefore the courts have always, in my judgment, wisely 
determined that the fir-t thing to do was to preservo the public service of the 
railroads, which would be lost if a system is made up of half a dozen roads with 
all kinds of different obligations. If each little road should carry its own little 
train of cars, it is unquestionable that the service of the roads as a wholo would 
be seriously impaired. Courts endeavor to keep all these together practically 
until t he different interests have a chance to figure out a compromise. 

Q. Is it not true that in many of the most, important reorganizations large num¬ 
bers of systems havo been cut off." I refer, for instance, to the San Francisco 
branch of the Atchison. Topeioi and Sante Fe Railroad and its relation to the 
main line of that road. Or a better example would he the Baltimore and Ohio 
and the Baltimore and Ohio Southwestern. Was not that cut off. 1 '—A. No; it 
was taken right into the system entirely. It was a separate railroad; now it is to 
be taken into the system/ The only effect of the Baltimore and Ohio deal is to 
make a system out of what was a community of interests. 

Q. You do not recall, then, any example of a reorganization which has been 
effected only by cutting off important parts of the system’'—A. They do not cut 
off important parts Some branches are feeders and some are suckers, and the 
object of a reorganization is to retain all the feeders and cut olf the suckers. 

Q. But tho reorganization committco determines which is a feeder and which is 
a suckor?—A. That is true. 

Q. And might not ownership bymembeis of that committee in tho several 
feeders and suckers, as individual interests, operate sometimes to cause injustice?— 
A. Undoubtedly tho ownership is a factor. If a very powerful house should own 
the bonds of a branch road or control them, the reorganization committee would 
think twice before they cut that road off. 

<^. Can you suggest any remedy for that difficulty?—A. I do not think so; any 
more than it would be the business of the Stato of NewYoik to save acorner 
grocery from bankruptcy if the other man got b tter canned peas than ho did. 

q). 1 Tave tin* courts thrown any protection around tho minority holders of secu¬ 
rities in such branch lines’- 1 —A. Oh, certainly. The minority holdeis, if they wish 
to come before the courts, havo a perfectly fair way. In i’aci, the < oiuluct of the 
courts throughout all theso trying times ot receiverships, and through this new 
idea ot friondly receiverships lias I een in that direction. In speaking of friendly 
receiverships, I roler to cases where tho managers of the road tako pams to see 
that someone is put in as receiver who is not inimical to their interests. Anyone 
can seo that that practice, which has grown up lately, may bo subject to great 
abuse. Itistothe honorof the courts of tins country thatthoieis litflo complaint 
of practical injustice or anything of that sort arising from those circumstances. 
1 think the best men acknowledge it and appreciate Ih s fact. 

Q. Suppose that the volume of securities, through tho incident of reorganiza¬ 
tion, to be largely increased. tho quotations from these securities in tho market 
will show lower, will they not, by reason of the increase in volume?—A. Yes; but 
not proportionately. I think it is the greatest argument in favor of what in com¬ 
mon talk we mean by stock watering that there is. 

Q. (By Mr. Riplry.) Will you state a little moro in detail respecting that 
point- 1 —A. Suppose a company is paying 10 per cent on its stock. That stock at 
par of $100 is woith 150 in the. market. Now. thoy doutfetlie shares paying 5 
per cent: those stocks may sell for $1)0 apiece, or, let us say, ISO instead of 1">0. 
There is, therefore, effected by doubling of that stock an absolute increaso in the 
selling value of, let us say, 20 or 25 points. Now, here is a pretty curious state of 
things, which is that the public have got their mind on the rate of interost. 

Q. You would not, then, attribute the condit on so much to any financial arith¬ 
metic as you would to human nature?—A. That is all. It is psychological, and 
being psychological, there would seem to be no way of curing it. I might call 
your attention to that very same thing that is going on in conservative England. 

Q. You refer to the railroads?—A. The railroads, 1 mean. 

Q, And does not this decrease in the value of securities, oven though it be not 
commensurate with the increase in volume—does that not invite control for spec¬ 
ulative purposes?—A. To a certain extent; yes. I consider that overcapitaliza¬ 
tion has a great many incident evils, and if there is any possible way in which 
by the sentiment of tho community it could be checked I think it wise and well 
to have that sentiment, but I do not know how it can be done by legislation. 

Q. (By Mr. Kknnrdy.) You said a while ago that you were opposed to Gov¬ 
ernment ownership of railroads. Would you care to state your reasons for your 
opposition to that position?—A. No, I do not think it is advisable under any con¬ 
sideration. I think the management would be too political and would tend to 
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stop this fall of rates which is going on all around us, and which probably will 
continue. 

Q. (By Mr. Jknks.) Your connection with the auditing business has made you 
familiar, I suppose, with tbo methods of carrying on the business of large indus¬ 
trial corporations, as with the railroads?—A. Somewhat so. 

Q. I want to ask some questions particularly with reference to their capitaliza¬ 
tion in connection with what has been said. I suppose that the chief reason, per¬ 
haps, why corporations are considered more an advantageous form of business 
than partnerships is because the liability of the owners is limited strictly?—A. 
That is the essence of it. 

Q. Would you say it should be a fundamental principle of a corporation organ¬ 
ization in business that instead of tho unlimited liability of the partners there 
should bo invariably tho liability by some fund in a corporation that has a fixed 
and ascertainable value always?—A. I think perhaps I could get at your meaning 
bettor if you would state it in the form of an illustration. Of course all property 
is subject to the debts, and the plant and what we call tangible assets are always 
subject to the debts of the corporation. 

q). Now. do you think that the capitalization should be such that the value of 
this property could be fixed and ascertained practically regularly at all times?—A. 
I think as a matter of polit y that it would be well if corporation accounts were 
divided into actual values and good will. I have in a number of cases advocated 
it. I think it h;is a good effect in Wall street, because incidentally of course 1 am 
a believer in good will as a fair asset of a company if it is accurately valued. 

Q. Do you think that the good will should appear in tho capital at all unless 
that good will has been paid tor?—A. It must be paid for if the company—if you 
will allow me to repeat an illustration I made yesterday in regard to a mill. I 
said yesterday that business men think that they ought to get at least 12 per 
cent upon their capital; that if they only get 5 or 0 per cent on their capital they 
might better get out of business and loan money on bonds and mortgages. They 
consider 12 per cent as tho minimum return, and a great many of them get 25. 
In a hazardous business 25 per cent is not too much. Now, if a mill is worth 
$100,000 and tho owner only gets $12,000 a year out of it. if he should sell that mill 
to any one of the combinations, h'>w would that property bo represented in the 
capitalization of the new company? The usual way, and it seems to me tho only 
way, is to issue bonds or prefeired stock, as the case may be, to the amount of 
$100,000, on which, let us say, 0 per cent is to be paid, making $0,000, and then on 
this common stock have $ 100,000 to represent the other value of that plant. Then 
in that case if you were presenting it you would say: Plant, $100,000; good will, 
$100,000, and on the opposite side, bonds or preferred stock, $ 100 , 000 , common 
stock, repieseming the good will, $100,000. Then there would be a perfectly clear 
proposition. 

Q. You would say, then, that it is in the interest of the public regularly that this 
distinction be made clear between the actual and tho tangible assets?—A. That is 
my personal opinion. 1 am not in accord with some peoploin Wall street on that 
question. 

Q. Suppose that a company, bv virtue of careful management of its business, 
contrived to make very high profits—we will say 25,30, or 40 per cent—for a series 
of years. In the making of the statements in any way there, do you think yon 
could distinguish between the good will, or profits made on good will or anything 
of that kind, and those based on tangible assets?—A. The distinction could be 
made if the people were willing to do it. 

Q. May I ask you to indicate how far that should be done in the accounting?— 
A. The easiest way is to have the property appraised. Then you would have 
property, so much: accounts receivable, so much; cash, so much; material on 
hand, so much, and the total of what we call in Wall street tangible property, 
and that could be very well represented by one-half in bonds, because the bonds 
ought to represent the plant only: one-half in preferred stock, which would rep¬ 
resent the current assets, and then tho good will for the difference. But that, 
however. I ought to say frankly, is an academic question. I mean by that expres¬ 
sion that Wall street is not yet ready to take it up. 

Q. Suppose it becomes a prat tical question for the investor frequently?—A. It 
does, indeed, and it is with an eye to the investor that I am making this sugges¬ 
tion: and, as I said yesterday, if the public bodies would keep an eye on the 
investor a little more, and on the shipper a little less, they would, in the long run, 
reach the consumer, which is the same, for the reason that a wicked and unscru¬ 
pulous man could squeeze a property to get extraordinary profits for the time 
being only, which he knows can not continue, that he may sell his interests in 
that property to some Wall street investor at higher than actual value. That is 
what you mean, is it not? 
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Q. In making up the annual report, then, you do not think that any very high 
earnings of that kind ought in any way to 1)6 represented by an increase in the 
capital on the books, by increase in the value of property as such the tangible 
assets, at all?—A. That is my general opinion, but as a matter of fact, ot course 
the fact that people always think they are being swindled if a corporation pays 
more than (i per cent, and the further fact that an increase in capitalization does 
not increase the selling value, are too powerful usually for theory. 

U. Another question: In the capitalization of a plant, would you favor includ¬ 
ing the cost of promotion in any way.''— A The cost of proim »tion under the theory 
I am speaking of usually comes up after they all get through. Ordinarily these 
things are done too much in a hurry to figure out all these questions first, and we 
usually put them in one account-cost of property. Mark the words, “cost of 
property.” That is the dilferenco practically between the known assets on the 
one side and the total liabilities on the other. It is called “ the dump account. 
Now. after that is on the books, then the property may be appraised, and that 
“cost of property ’ may be divided between the actual property and the good will. 
That disposes of that question, because the cost of promotion would go to good 

Do you think in the interest of investors it would be wiso regularly at the 
time of the organization of the company to distinguish between good will, as you 
have practically defined it, and the cost of promotion-—A. I think that is the 
proper thing to do. 

Q. But that is not the custom-—A. It is not always the custom, but some com¬ 
panies do it. A good illustration is tho American Cotton Oil Company. Their 
property is divided there dearly between appraised value and good will • clearly. 

(.). And is the item of cost of promotion put m also separately?—A. It must be 
if the appraisal is made properly. 

Included in the other, but is it appraised separately?-A. No. 

Q. You yourself are inclined to think it would be wise to have that stated sepa¬ 
rately-—A. I did not mention that. 1 meant if the capitalization is properly and 
fairly accounted for on the one side then the difference between the value of the 
plants and the tangible assets can go into good will altogether, whatever it may 
be, the cost of promotion, the expense of organization, or anything elso it may be. 

Q. This good will that comes before tho tangible assets is voiy frequently esti¬ 
mated in accoi dance with the profits that have been made from the business for a 
series of years before it was really taken over and put m is it not-—A. Yes; and 
also upon the probability of business in the future. 

(^. Now, this item ol the cost of promotion, tho pay ol the promoter himself, 
and the pay of the underwriter, and so on, is something entirely different.from 
that, lie only seems to recognize earning capacity, and you are really capitaliz¬ 
ing earning capacity-—A. That is what it amounts to. 

(^. When it comos to tho rockoning in ot the cost of promotion, however, that 
does not seem to be capitalizing earning rupa< lty. does it,?—A. (Generally; and as 
a practical matter tho cost ot promotion, the earning capacity- that is, the limit 
of the capitalization—is first fhed, and then the cost ot promotion is taken out of 
that. As a matter of fact this theory does not always work that way, but that is 
what they try to do. 

t^. In tho case of the larger industrial combinations could you give the commis¬ 
sion any idea as to (lie percentage of the capitalization as reckoned out? I do not 
supposo there is any regular rule to offer for this cost of promotion? A. There is 
no percentage charge about it. The promoter goes around and gets the property 
lor whatever prico he can fix upon, and then it is capitalized at whatever the Wall 
street people are willing to t.*ke it for, and the difference, less tho expense, is his 
profit. That is all that could be said about it. so far as promotion is concerned. 

U. In reference to the price of underwriters in that same connection;—A. The 
underwriting is usually considered as a part of the organization expense, and it 
eventually goes into good will; but those companies that are conservative make a 
separate statement of this organization expense and write them off by degrees. 

Q. In the promotion of these newer and larger corporations, particularly those 
that are combinations of others, when the public is invited to invest in the shares, 
would you favor the issue of prospectuses in every case, giving in reasonable detail 
the conditions of the business?—A. Theoretically, yes. Eserybody should have 
the information, and, according to the Euglish laws, they have that over there, 
and perhaps if w<; had had that law hero twenty years ago it would have been a 
great help to us and it might have saved us a good deal of trouble; but as it is now 
wo have worked out our own salvation to an extent, so that the reputable banking 
house which brings out a combination has so much business interest in it that it is 
almost a better safeguard than a general law could give, because the banking com¬ 
panies must descend to particulars, and the difficulty of the case is that no general 
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law can be drawn which will specify what information is necessary in each one of 
these companies. Sometimes it is one thing and sometimes it is another, so that 
while it is a good thing, it is not essential. As I say, we have worked out the 
matter in Wall street, so it is not as necessary now as it was twenty years ago. 

<^. You still think it would be desirable, however?—A. Yes; there could be no 
object ion to it. 

Q. Would you put it stronger than that? I ask if you still think it is a desirable 
thing rather t han an unobjectionable thing?—A. Yes; I think it would be desirable. 
It would orystaii/e a custom. 

Q. You speak ot the iniluence of the banking houses. They of course protect 
themselves by their own investigations. Do they protect in the same manner 
people like the small investor?—A. Only in the sense in the way they protect their 
own reputations. While they disclaim responsibility for the future, which they 
naturally do, they have a certain reputation interest in the near future, and a 
great many of them actually live up to it by trying to fulfill the promises that 
they mate to the investors at the time of the incorporation. 

Q. Do you think that a greater degree of publicity of the kind you just have 
suggested, if it were enforced in this country or m this State, would hamper legiti¬ 
mate business at all?—A. I do not. It would not hamper—a reasonable degree of 
publicity. 

Q. Perhaps you would ho willing to define more clearly what you mean by rea¬ 
sonable degreo of publicity?- A. Tho difficulty is that when a company is incor¬ 
porated the shareholder has immediately a right to information in regard to his 
own company. At the same time ho is unfamiliar with the details of that com¬ 
pany: he does not know what is tor tho best interests ol that company: that must 
be left to directors and otlicers. Now, if all shaieholders who buy to-day and sell 
t.o-raorrow should have knowledge of all inside information, there is no question 
at all that it would be serious iti a great many eases to competitors of those com¬ 
panies. because the simple change of the form of a business from a partnership to 
a corporation does not alter the fact that that concern is in business exactly the 
same as before, and the same reasons for not giving up its business secrets which 
existed in the shape of a partnership apply to the corporation. The circumstances 
of the business are not changed by the style of doing it. On the other hand, there 
is that clear right of tho shareholders. Now. what compromise can be made 
between those two? That is the mam question. I have myself once or twice advo¬ 
cated that such a concern should he examined, say .-by the Audit Company of New 
York, and that the results of that e • animation should be stated without details, 
as perhaps satisfactory to all concerned. Not long ago a company in New York 
was said to have been guilty of a breach of good business principles in making a 
certain contract, and the shareholders demanded that the whole matter should he 
laid hare before them Tho company said that to do that would he very serious in 
their business, as they had very active and strong competitors, and it was com¬ 
promised finally by an appointment of a small committee of shareholders who were 
instructed to investigate the matter and give their findings, hut no details. Now, 
that is the same principle exactly. That is a practical case that happened here in 
New York not long ago. 

(^. The finding should include a sufficient statement so that tho real actual con¬ 
dition of the business should be understood, should it not?—A. Yes; I do not think 
there will be any objection to that. 

Q. Could you perhaps slate offhand tho general items you thing should he 
included in such balance sheets? Such a report, l mean, as could be made with 
safety.—A. Cost of property, including or not including good will, as the custom 
ol the company might be; tangible assets, either in one lump sum or subdivided; 
the capitalization, subdivided; all the debts of the company, in one sum or sub¬ 
divided; surplus of the company trom tho previous years; profits of the company 
for this year, on one side, and on tho other- that is, debit and credit, you under¬ 
stand. I ought to say we have in sevora 1 cases done that same thing. The Pressed 
Steel Car Company— 1 make mention of this because it is a matter no longer 
secret—is issuing a report with our certificate, based m just that way. and it may 
interest you to know also, since you are interested (it has nothing to do with this 
particular testimony, but it is right in the line of the commission, I think), they 
nave just issued mortgage notes to the extent of $5,000,000, payable in 10 years, 
and tney guarantee that they will always have on hand certain things, and so 
on, which are intended to be a safeguard to the investor, and they have appointed 
the Audit Company of New Vork to ascertain whether these stipulations are being 
cafried out, agreeing that its decision shall be binding. It is a new idea in 
industrial finance. 
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Q. You spoke of giving the tangible assets, subdivided. Can you, perhaps, men¬ 
tion the different items that you think could be distinguished? For example, 
would you, in giving the tangible assets, usually give the amount of stock on hand, 
the amount of material on hand, for example?—A. I purposely said either in lump 
sum or subdivided, according to the position of the company. There are times in 
the history of different industrial companies when to state the amount of raw 
material on hand would be a very serious drawback. I have in mind one or two 
companies now that would be seriously embarrassed. On the other hand, there 
may be fairly steady industrial companies, which have no objection to doing that; 
therefore I say it ought to be left to the company- to the good sense ot the com¬ 
pany. You can not even theorize about these tilings in exact particulars. 

Q. To the good sense of the auditors?--A, Auditors, or good sense of the com¬ 
panies. 

Q. Will you discuss in the same way. briefly, the subdivision of debts?—A. 
There is the samo thing again. A company at one time may borrow very large 
amounts of money from the bank, and have very small amounts owing for material 
unpaid for. That might be a very important point for people to know. They 
might go around and whisper about their credit. At another portion of the year 
they might have had a very large amount of debts for goods purchased and unpaid 
for. and owe a very small amount to the bank. 1 think they ought to bo allowed 
to state it or not state it, according to the circumstances ot their business. It does 
not really affect the investor. 

What would you say with reference to the allowance for depreciation of the 
plant, and so on, appearing in accounts regularly?—A. 1 think it ought to so 
appear. It is. in my judgment just as much a charge on the business as amounts 
paid for labor. It is in effect a distribution of a sum of money which inevitably 
will havo to bo paid sometime or other—that is. for the renewal of plant, machin¬ 
ery. and so on. 

Q. Under the laws of Germany a provision of this kind is made That out of the 
profits there shall regularly be reserved . r > per cent ol the net profits in tho build¬ 
ing up ol aieserve fund until that reaches 10 per cent of the fixed capital, and 
thereafter this reserve fund is to be rei»ularly kept. Do you think that any regu¬ 
lation of that kind provided by law would be good* Is there any advantage in 
it?—A. That is not the American way. Tho Germans Imild things theoretically. 
There are so many diverse interests and so many corporations doing different 
things in the United States that a iuIo could not be framed that would be applica¬ 
ble to all of them. The difficulty ol the situat ion is to determine what is the proper 
and fair amount to be charged off l'or depreciation. 

Q. This question had to do, not with the charging of depreciation, but with the 
accumulation of a reserve fund. —A. It is the same thing. Now. as to that reserve 
fund, of course that could bo set aside actually set aside or could bo rein¬ 
vested in the plant. Sometimes one thing is advisable and sometimes another. It 
would be rather foolish to set aside that reserve fund at \! per cent and then borrow 
money to do something with: but at the same time there Aiu circumstances some¬ 
times—m steamship companies, for example, where anew steamship is staring you 
in the face—where it is well to put aside the actu d money. 

Q. A further provision of this kind has been suggested: That if tho annual bal¬ 
ance sheet shows that half the company's capital will be lost, there shall lie imme¬ 
diately called a special meeting of the shareholders in order to submit the condition 
of the business to them as a whole and see what i; to be done: and a still further 
provision suggested is that if at auy time it appears that the liabilities exceed the 
assets, the managing board itself must at once institute bankruptcy proceedings'- 1 — 
A. I do not think the American people would like that. 

Q. No question about that: the American corporation directors would not like 
it. I was going to ask the question from the point of viow of business policy, 
borne of the opinions seem to be along tins lino: That while, of course, it is hard 
for the directors and hard tor the company at times, still, in tho interest of credi¬ 
tors. and, in the long run, in the interest of the general public, it seems to work 
well.—A. I do not think that: that is a hard question. This same publicity that 
you were just speaking of would, perhaps, so far as our diversified interests are 
concerned, meet tho case but not tho exact provision as to what should and should 
not be done; and I certainly think precise regulations of that character would 
work in Germany pretty well, but not in the United States. 

Q. You are of opiuion if there was an attempt made to make our laws as rigid 
as there, it might hamper this country in international production?—A. No ques¬ 
tion about it. We have our drawbacks, as I said before. We have industrial as 
well as individual faults; but it would be very unwise for us to hamper to any 
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unreasonable extent the great captains of industry who have now before them the 
opportunity to make the United States one of the great nations of the world. 

(^. Yon have just made a suggestion as to the benefit that will come to this 
country or that has come to this country from having these large industrial com¬ 
binations sell their products cheaper abroad than here. Do you think that in the 
interest of the public here they are justified in so doing in many cases?—A. I 
think it is the same in that as it is in tho questions discussed yesterday in regard 
to the result of the combination of thoanthracite region. The first result of that, 
for example, would lie the possibility, of course, the absolute physical possibility, 
of raising the price of coal; but I think the ultimate result would be the lowering 
of it. It is no doubt the same way with exports. The first result is to create a 
great contrast between the export price and the domestic price, but in the long 
run it would have the result of reducing the price at which goods could be manu¬ 
factured and sold to the domestic consumer. 

G. From the standpoint of interest to the public as well as the corporation itself 
and the wage earners, is it desirable 10 get a market abroad even at lower 
prices?—A. i do not think the public at large reali/.os the importance of it. 

Q. This frequent custom you speak of is, so far as your knowledge goes, practi¬ 
cally universal in other countries as well as in this country in order to secure 
foreign markets? -A. Yes. 

O. It is simply a normal business condition?—A. Simply a normal business con¬ 
dition. It is more notably so in the United States over a very, very large extent of 
the country. When the New England manufacturer, for example, finds that he 
is getting overstocked and that the domestic market is not taking his product and 
he wishes tokoep his skilled labor, he will go on manufacturing and sell thatover- 
plns in Kansas City m competition with a Kansas City firm at prices which may 
yield the Kansas ('ity firm a profit, but which yield no profit to the New England 
manufacturer, and he would do that persistently. And that sort of thing is 
going on all over the United States. That is the reason the railroads are carrying 
so much business, and the moment tho railroads should raise the freight rates 
they would dry up their traffic. So we go back to the same idea of enlightened 
selfishness. 

Q. I should liko to sum up your own general opinion in a word or two as I 
understand that general opinion in reference to this matter ot promotion and pub¬ 
licity as regards the annual business of corporations, to see if I understand you 
correctly. You do think that in the intere. t of the investois and in the interest of 
the public it would be desirable when a company is organized to have in the pros¬ 
pectus or xroiko public in some way tho tangible assets distinguished carefully 
from the good will; you personally think that it would be desirable in the state¬ 
ment of the valuo of tho good will to distinguish also the pay of tho promoters?— 
A. No. 

Q. You do not think so?—A. I do not think so. 

Q. You think you ought not to divide the item of good will?—A. No; I do not. 

Q. Distinguish the promoter and underwriter from the earnings that come from 
the business. -A. I might state, for example, if properties are bought for 50 and 
sold at 100 (you and l buy at that figure and the property is really worth $100) it 
makes little difference to us whether the promoter has bought for 00 or 70. The 
main thing with us is, not how they wore got together, but what they were bought 
out for. 

Q. The other question is perhaps as to whether the value after all does not 
depend to a considerable oxtent upon what people can lie made to believe it is 
worth?—A. Undoubtedly. 

Q. Now, tho question is if people are not frequently led to believe properties are 
worth a good deal move than they are worth and whether they would not know 
better if they knew what the profits of the promoter and underwriter were.—A. 
That might be true m certain cases, but there are a great many cases where such 
knowledge would have no relation to the facts. Let us suppose a city has two 
trolley lines, one at each end. The stock of these companies is worth par. Some¬ 
body comes along and buys both of these at $100. They are worth par. He puts 
them together and puts in connecting lines between them, and the stock of those 
companies is then worth $150. There is a case where the benefit of that stock 
comes naturally from combination. Now, it is of no consequence to the person 
who buys it whether he pays $100 or $125 if the concern, after running and with all 
these improvements, is legitimately worth $150. And one of the most surprising 
things is tho way a good trolley line will create traffic. 

Q. Would you yourself consider the comparison a fair one between a trolley line 
of railroad or any other industry that has the element of natural monopoly in it 
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because a competitor can not go into the same locality with a corporation that is 
selling some article on the market of ordinary consumption—sugar, let us say?— 
A, No; certainly not, in a great many ways. I speak of that simply to show you 
what might be the case. To illustrate what I mean, there are conditions of 
industrial combinations where that principle will still hold good. The Pressed 
Steel Car Company is a combination of one company that had patents on the 
bodies and another company that had patents on the truck. 
q. In that case the element of good will is largely in patents?—A. Certainly. 

Q. And that brings in the legal monopoly element again?—A. i'es. That, of 
course, we do not discuss; we all agree it should bo so; but, of course, that does 
not prevent anybody else making cars out ot another kind of steel, lie has no 
monopoly at all. it, is a fair and square business, a legitimate advantage, 

4 . How far do yon think, 111 all of these lines ol business that we have been 
speaking of, particularly the industries, the interests of the investor in the stock 
or of the shareholders and tile interests of the consuming public coincide'.'—A. I 
think ihey aie more intimately related than appears at first sight. That, is where 
I differ with a great many persons who have written or spoken oil (hat subject, 
They seem to think there is an irreconcilable conflict between the two. as I said a 
moment ago. 1 really think, from my experience, that what keeps the investor 
posied as to the real value of Ins property will in the long run keep the company 
also from imposing on the consumer. I 11 other words, as you said, some degree of 
publicity is a remedy ior this without legislation. 

C Would you say that the interests of the directors, the large majority stock¬ 
holders, differ cm High from those of t.tie minority stockholders- -1 mean as a matter 
of actual experience ]']] the industrial combinations as wo find them to day 111 New 
York -so that the directors need to he put under more careful restriction of law 
than at present." A. No; I should say lint. There ought to be no difference 
between the interests of the majority and of the minority, and the theory of our 
directors is that they do represent. Of course, that theory is not always carried 
out. but that is the actual bust. I might, also say. bearing on tins point, if you will 
hear some little digression. I think the American principle of having companies 
run by the directors is a great advantage to us-more so than having the company 
run by the stockholders, as it is run be the British. I am opposed to the principle, 
which Seems to lie creeping into a great many of our organizations, of having the 
stockholders called together to declare dividends or something of that kind 1 do 
not believe they can know the business as the directors do. 

Q- l>o von favor our American plan of ha\ mg the business largely in the hands 
of officers, the president and two or three officers, instead ot the hoard of directors 
as 11 whole, and having tiie board of directors really stand in Hie background as I 
suppose they very frequently do?—A. That arises irom the social stringency' tile 
social condition. In other words, in England there is a large and important class 
of people who have made their money and who would like to lie busy with impor¬ 
tant affairs. In the United States we are all busy It is till easy matter to get a 
good business mail in England to go . 11 as a diieelor of companies merely for the 
sake of having something 1 o do. people who have independent fortunes. There 
are very low in tile Unit d States who have independent fortunes who are not 
engaged busily in business. The theory works out beautifully in England and 
it will in time work out in the United States. ' ' 

q. Have you 111 your mind the difference between the Amoricaii and the Eng¬ 
lish and tiie Herman methods of doing business? Is it true that the American 
business man is willing to take individual responsibility; that is. that tiie presi¬ 
dent of a company is willing to go ahead and make a very important bargain and 
trust to lus directors to approvo of that bargain afterwards, whereas the Emdtsli 
and the German business man hesitates to take individual responsibility m'that 
way, but insists upon responsibility by the corporation? A. That is a very impor¬ 
tant point. It is one reason for our tremendous success. 1 have heard several 
presidents of important corporations say they were obliged to violate the by-laws 
of their corporations by agreeing to an important contract before their board of 
directors had authorized it. but knowing their policy and their feelings they were 
acting as they thought merely as their mouthpieces until such time as thev could 
affirm (he transaction. ’ 

Q. You think the American does take that responsibility, and the 1 ierman and 
Englishman do not?—A. Qnite true. 

And that is one reason for industrial supremacy in the United Statesf-A. 
(Testimony closed.) 
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New York, February J ,% 1001 . 

TESTIMONY OF MR. JAMES E. CHILDS, 

General Manager New York, Ontario and Western Railroad. 

The special subcoimnission met in the rooms of the Chamber of Commerce, New 
York City, February bs, 1901, Mr. C. .1. Harris presiding. At 10.47 a. m. Mr. 
-James E. Childs, general manager Now York. Ontario and Western Railway 
Company, appeared as a witness, and, after being duly sworn, testified as follows: 

0- (By Mr. C. J. Harris.) Will you givo us your full name, your address, and 
your occupation?—A. James E. Childs is my name, and my address No. 50 Beaver 
street, New York City: I am general manager of the New York, Ontario and 
Western Railway. 

Q. Is your line engaged in tho mining and transportation of anthracite coal?— 
A. It is. 

Q. About what proportion of the anthracite coal business does your road do?— 
A. In 1900 it did 2.75 per cent of it. 

0- What part of tho coal fields do you specially touch?—A. Scranton to Forest 
City—the W>oming field. 

(^. (By Mr. Ricley.) Does your line extend to Wilkesbarre?—A. It does not; 
it terminates at Scranton. 

<^. We would like to ask you m regard to the way in which rates on anthracite 
coal are made up—how they are based.—A. The railroad tariffs in effect are: Buf¬ 
falo, $2; Chicago. $2.50. St. Louis, $1; Tidewater, $1.75. But noarly all of the 
coal carried by tho Ontario and Western road is carried on a percentage basis. 

Q. 1 lave thero been any changes in recent years in tariff rates on anthracite 
coal?—A. There has been but very little change, but there are occasional changes 
from year to year. 

Q. You have mentioned certain definite rates, and then a percentage basis. 
What do you mean by percentage basis'- 1 Will you explain that phrase more 
fully?—A. When tho Ontario and Western reached tho coal fields in 1890 we made 
contracts with individual operators, agreeing to carry their coal to tide water on 
the basis of 40 per cent of the tide-water price, At that time the contracts allowed 
a part ot the terminal charge to be paid by the individual operator. So that ior 
coal transported to tide water we received 40 percent plus 5 cents, which latter 
amount covered tho expense of the trestle charges in New York. That arrange¬ 
ment continued in effect for some years, and then tho individual operators sold 
their coal on cars at their minos at 00 per cent of the tide-water average price, 
eliminating that 5 cents terminal charge and other costs, like commissions, etc., 
of the transporting line. That arrangement has been in effect since and is in 
effect now. 

Q. (By Mr. Ripley. ) Could you give figures simply as an illustration? Suppose 

the tide water price is $4-A. (Interrupting.) I wish I could suppose anything 

as fine as that stretch of imagination. 

q. Will you give just one figure to show what you mean exactly?—A. The tide¬ 
water price is, say, $2, and the price to the operator at the mine $1.80 net, without 
discounts, rebate, or anything of that kind. They get their accounts settled on the 
20th and 25th of the month. 

Q. Is there not a (55 per cent basis under discussion among the railroads?—A. 
There is. 

Q. That, however, is only provisional at the present time?—A. I believe it is. I 
have understood that the operators have agreed to it, but no settlements as yet 
have been made on the (55 per cent basis. 

<^. Does that understanding apply to all railroads entering the field?—A. I 
think so. 

Q. (By Mr. Kennedy.) Mr. Childs, have you figured out how much the charge 
is per ton per mile for transporting anthracite to the seaboard, tide water?—A. It 
is all shown in the annual reports of tho officers of the railroad company. I have 
a copy here that I can refer to. [Witness gets report and reads J “Twenty-first 
Annual Report of the President and Officers ot the New York, Ontarioand West¬ 
ern Railway Company, with statement of accounts for the fiscal year ending June 
20,1900.” No, it does not give the information in ,iust that form. 

Q. Is it about 25 mills per mile?—A. Oh, it is better than that. The average 
gross revenue per gross ton received by the Ontario aud Western for the year end¬ 
ing June 80,1899, was $1,128 on all coal transported. 

Q. Well, was it about 10 mills per mile?—A. Oh, no; we never got anything 
like that. The distance to tide water is 211 miles. 
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Q. (By Mr. Ripley.) That is not the shortest route?—A. ThatistoWeehawken. 
Then in the summer months we load coal in vessels at Cornwall, which is 54 miles 
shorter. The figures given are on the Ontario and Western distance to tide water. 

Q. (By Mr. Kennedy.) We have testimony to the effect that the charge aver¬ 
ages. I think, 10 mills per ton per mile for the anthracite coal.—A. Oh, we never 
got anything like that. Our charge runs from 0 to 7 mills. 

Q. (By Mr. Ripley.) Might not that be true of roads which make the shortest 
haul to tide water? -A. I think the shortest route to tide water is the Delaware, 
Lackawanna and Western: that is 145 miles. I don'tknow much about the details 
of the Delaware, Lackawanna and Western rate, but 1 don’t think any road ever 
received any such rate as) ou mention. 

Q. (By Mr. Kennedy.) Well, I would like to have you explain, while on this 
head, if there is any difference between the rates for hauling bituminous coal and 
those for hauling hard coal. A great difference seems to exist; please explain it.— 
A. I do not know much about bituminous coal, and but very little about bitumi¬ 
nous-coal rates. 

<^. (By Mr. C. J. Harris.) In answering these questions we would not only 
like to have you answer in regard to your own road, but wo want to get at the 
subject generally, what you know of the general practice.—A. I presume you 
want the facts. I do not know very much aliout any road excopt the Ontario and 
Western: tho rest of it is all surmise. I prefer to have you get that information 
lrom some source more reliable. 

Q. We want to get at the general customs and practice and methods of doing 
business in this line of your railroad and others: 1 wished to say that, so that you 
could speak generally if you wish to do so. Do you purchase the coal that you 
transport to western points as you do that you take to tide water?—A. The indi¬ 
vidual operators, the companies on the line, make contracts with the sales agents 
for a percentage of the price per ton in cars at the mine. They ship the coal all 
over the Ontario and Western under a contract. I will make that a little more 
clear: When we began in the anthracite region, the Ontario and Western was 
purely a transportation company, owning no coal mines and operating no coal 
mines. Wo then made contracts with certain individual operators. 1 know of 
early instances whero we made loans for improvement and development of the 
properties, taking a contract for the transportation of the coal, so long as the coal 
should hold out in tho mines, upon the then prevailing basis of 60 per cent, which 
I have already explained. Now, you ask what changes have been made in recent 
years— in the last 2 years. The Elkhill Coal and Iron Company absorbed six or 
seven of the smaller mines owned by individual operators. 

Q. (By Mr. Ridley.) In what territory?— A. In this upper Wyoming territory. 
There is Richmond No. 3; Richmond No. 4; West Ridge; Ontario; Rush Brook; 
the Raymond, sometimes called the Forest Mining Company; Mount Pleasant, 
and the Johnson Coal Company. 

Q. Those, in the main, ship over your line?—A. Those forming the properties 
of the Elkhill Coal and Mining Company. Tho Ontario and Western loaned 
money to tho Elkhill company to enable it to purchase these collieries and to pro¬ 
mote the development and improvement’of them, making with the company a 
contract which secures to the Ontario and Western the transportation of all the 
mining company's coal, so long as the coal shall hold out in the mines, upon the 
current rates. The Scranton Coal Company was also formed a year ago last Feb¬ 
ruary in the same way and purchased the coal properties of the Lackawanna Iron and 
Steel Company s two largo mines, the Pine Brook and the Capouse. The Ontario 
and Western Company made a similar contract with that company. That is in 
addition to the few individual contracts we have yet with individual operators, 
most of which were made in 18S9 and 1800, and a few smaller ones since that time, 
all upon the same basis. 

Q. What proportion of your tonnage, roughly speaking, would this absorption 
of these companies represent?—A. Over 80 per cent now. Less than 20 per cent 
of it'comes from individual operators. 

Q. (By Mr. C. J. Harris.) Does your company own and operate any mining 
companies as coal companies?—A. The company owns no mines and operates no 
coal properties except as stated. 

Q. (By Mr. Kennedy.) Are the same parties who are owners of the Elkhill 
Coal Company owners partly of the Ontario and Western Railroad?—A. No; the 
Ontario and Western Railway Company owns the majority of the stock of those 
companies. 

Q. (By Mr. Conger.) Does the Elkhill Coal Company and this other one you 
have mentioned ship any of its product over any other road than your own?—A. 
No; not unless it has what we call exchange coal. For instance, if we were long 

16a-32 
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of a grate and the Delaware and Hudson Company wero short of that size, and we 
were short of egg and they long of that size, we would exchange car for oar. 

Q. Then to all practical purposes your railroad company operates a coal com¬ 
pany, does it not?—A. Well, I am not a lawyer. I do not know that I want to 
go into the legal points of the case. 

Q. I do not mean the legal standpoint. The railroad company owns the majority 
of the stock.—A. The Elkhill Coal and Iron Company has a charter running hack 
30 years or more, hut it was socured l'or this purpose, and, as I said, the Ontario 
rio and Western Company loaned to that company money to enable it to purchase 
and develop theso coal properties. 

Q. And your probable purpose in doing that was to got coal for shipment, was 
it not?—A. To secure transportation was tho primary object. 

Q. Now, was there any economic or business reason or business condition that 
existed at that time as regards other railroads and other coal companies that prac¬ 
tically forced your railroad company into this business?—A. Why, the reasons are 
purely economic. We built a branch line from onr main line to Scranton, 54 
miles, which was a very expensive line to build and to equip, costing in the neigh¬ 
borhood of two and a half to three million dollars. It runs from Cadosia to 
Scranton, and has many branch lines to the mines We have invested millions of 
dollars in equipment in addition to the cost of construction qf the line and 
branches, and it was essential, inasmuch as our bonds run for a long term of 
years, to secure, if possible, the transportation of coal to make that line profitable 
during those years. Contracts with individual operators running only for a few 
years could not be relied upon for traffic for any groat length of time. We had 
some contracts that were to run during the life of the colliory covored by them, 
but many of tho collieries are shortlived. Some of them have already reached 
their largest output and are on the downward grade. The object was to secure 
the transportation of as much coal as we could at current rates, and that is embod¬ 
ied in the contract. 

Q. Nearly all of the coal lines, so called, havo been compelled to taka practically 
the same steps for securing this transportation of coal, have they not?—A. 1 think 
as a rule they did that many years ago. 

Q. And your road is simply following in the footsteps of tho roads that have 
gone before in the same line of business? A. Practically. 

Q. (By Mr. Ripley. ) Would it be possible lor us to secure a copy of one of 
those contracts witli all names stricken out, simply to indicate the general nature 
of them? Would you be willing to let us have one? Would you care to have 
one printed?—A. My impression is they aro filed with tho Interstate Commerce 
Commission at Washington. There is no objection to giving you copies, if you 
want them. (See copy, p. 5(15,) 

y. (By Mr. C. J. IIaukis.) About 30 percent of the coal operators on your lino 
are independent—that is, the independent operators produce 20 per cent of the 
product?—A. Yes. sir: nearly 20 per cent. 

y. And the railroad company buys their coal, allowing them so much?—A. 
Exactly the same terms as are given the coals of the companies. 

Q. Sixty per cent?—A. Sixty per cent up to the present time. 

Q. Do you have an agreement here with other railroads and other coal compa¬ 
nies as to prices to be charged for coal?—A. I never knew of any agreement with 
any other company in relation to prices. 

Q. The independent operator, if tho price is raised here in New York, gets more 
for his coal at the mine?—A. Sixty per cent of the price, whatever it may bo. 

Q. If the price is less, lie gets less'' -A. That is right. 

Q. (By Mr. Kennedy.) Do the independent operators ever ship to tide water?— 
A. Oh, yes; a nuinbor of them have their own sales agents here in New York. 

Q. Do they get cars as freely for their product as cars are given-A, (Inter¬ 

rupting. ) I do not know how that is on other lines. None of that on the Ontario 
and Western. 

Q. They do, you say?—A. Nono of them on the Ontario and Western. Aslsaid, 
they sell their coal that goes over the Ontario and Western on the lib per cent basis 
at the mines. On other lines some of them havo their own cars, and some of them 
have trackage arrangements, as, for instance, the Delaware, Susquehanna and 
Schuylkill, and have their own selling agencies here in New York, 

Q. Thereisnoindependentshippingovoryourroad?—A. No. Mr.Kemmeroris 
oneof those men who sells bis own coal. Ho elects to sell his own coal. He ships 
over the Ontario and Western. 

Q, (By Mr. Ripley.) No company, then, actually owns the coal it transports?— 
A. The sales agents representing the (. Intario and Westeru buy the coal at tlie mine 
and pay for it. 

Q. You assume, therefore, all risk of accident and carriage?—A, Demurrage, 
commission sales, and all that sort of thing, 
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Q. Is that the usual practice on most of the roads?—A. Well, it is on a number 
of the roads. 

Q. (By Mr. C. .T. Harris.) What advance is there in the price of coal at tho 
present time over last year at the same time, if any, at tide* water points?—A. Tho 
Ontario and Western’s average at tide water in 1900 for prepared sizes—that is, 
everything above pea, was $0,756. Our average from 1891 to 1900 was $8.48. In 
December, 1900, it was $8.75. 

Q. What is it n >w?—A. I have not got the price for the last month. It has not 
been figured out yet. 

Q. Is it an advance of 50 cents a ton or something like that/.’—A. No; about 25 
or 30 cents. 

Q. That is to say, February prices to-day; compared with a year ago would be 
about 25 cents a ton higher?—A. Yes: 25 ’to 30 cents higher. Our tide-water 
average f<>r 1899 was $3,393. 

Q. What is tho cause of that advance?—A. It is supply and demand. 

Q. Has tho quostion of higher wages anything to do with it?—A. No; I think 
the scarcity of the coal and the demand lor it makes it advance a little in price. 

Q. (By Mr. Kennedy.) When you say scarcity ot coal are you referring to any 
particular field or to the entire ant hracito field?—A. in the last year we had nearly 
two months, you know, of practical idleness during the strike, and a shortage of 
coal in consequence. 

Q. (By Mr. (’. J. Harris.) Were your mines affected by tho anthracite coal 
strike last tall?—A. They wore shut up. Wo didn't mine a pound of coal during 
tho stnko. 

Q. Weie there any advances in wages made?—A. Yes. 

Q. How much was the advance 1 '-A. It was supposed to be 10 iter cent. The 
advance in wages together with the reduction in tho prico of powder made a 10 
per cent advance. 

Q. That, as well as supply and demand, would have some effect on the price of 
coal' A. I do not know that it would. 

Q. Why not?—A. You must sell coal at the prico you can got for it. I don’t 
think the question of what it costs has very much to do with it, but it ought to 
have. 

Q. (By Mr. Kennedy. ) Is it true that the price of coal is fixed arbitrarily by the 
representatives of the coal companies? That has been fre juently charged, and it 
has boen said that supply and demand has nothing to do with it.—A. Thero has 
never been any agreement made for the prico of coal. 

(.*}. There has beep an understanding, has thero not? A. No. 

Informally?—A. Not even that: no two companies sell coal at exactly tho 
same price. 

Q. The witnesses in 1892 before a committoe of the House of Representatives 
wero quite unanimous in their statements that there was an informal agreement. - 
A. Years ago sales agents used to hold meetings monthly, and I have attended 
some of them. The time was chiefly taken up by accusations This and that 
one was accused of cutting rates, and as a consequence there was scrapping among 
themselves. But they haven t even hold a meeting lor about two years. The meet¬ 
ings never amounted to am thing; they never succeeded in fixing a uniform price. 

U. There is a substantial similarity in the price, however, charged by all the 
different companies' - A. Yes. One company publishes a price and theother com¬ 
panies likely enough publish similar prices. When they come to sell coal, they 
don’t often realise tho price of those schedules. 

Q. Is not che production of coal kept down in some of the fields?—A. Yes, nec¬ 
essarily at certain times when the market w ould not take the coal. With us loaded 
cars have accumulated to such an extent that we were unable to supply empty cars 
for the full working of the mines, and that meant a pretty serious restriction. 
Out of a total equipment of 4,900 cars I have had over 3,000 loaded with coal that 
there soemed to bo very little demand for, and of course that condition restricted 
the supply of cars at the mine. In some cases that condition is relieved by storage. 

b). (By Mr. Ripley.) Does it pay to unload coal and store it and then reload 
it?—A. That is a mooted question. I have never in the past stored coal; never 
had a storage plant. The cost from waste and the cost of handling two or three 
times would amount in the neighborhood of 40 or 50 cents a ton. The quality of 
the coal is also affected by storage. We never can get as good a price for it after 
it has been stored. 

Q. (By Mr. C. J. Harris.) Do some companies carry a large stock in store?—A. 
Nearly all of them do. In the last year I have Deen compelled to erect a plant, 
because at certain times when the cars get loaded up we are practically out of 
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business with one-half of our equipment, and if I can store that coal the market 
will take it in a few months, so I am just now completing a storage plant that 
will hold about 120,000 to 130,000 tons. 

Q. (By Mr. Ripley.) Are you obliged to store because the demand is variable 
between different seasons of the year?—A. Yes; the output is in excess of the 
market usually for 2 or 3 months of the year. The excess often comes in Febru¬ 
ary, March, April, and M;iy, and my idea is that if I can store the surplus output 
during that period the market will take it in other months, when the demand is 
frequently in excess of the output, as it is in September. October, November, or 
it may be a month earlier, but it runs along about that time. 

Q. Jf you could produce tho year round up to your maximum capacity, how 
much percentage difference would the increased production make in your total 
output, approximately? -A. Well. I don't know; I can't make a guess at that. 

(^. It would t)e very much larger?—A. Undoubtedly it would be larger. 

Q. (By Mr. C. ,1. Harms.) Suppose your roads and companies should increase 
their output, say, 2 or 3 per cent from 3.70 per cent of the entire anthracite trade, 
you would run up so you would produce 5 or 6 per cent. Would there m that 
event be a protest from other anthracite coal companies * —A. 1 do not think so; 
wo have been moving up within the last year or two. 

Q. Are you not limited to a certain output? -A. There is no limit. 

<j. As in relation to the whole anthracite coal trade?—A. We are not limited. 

t|j. Are other roads?—A. There is no agreement as to tho percentage that theso 
companies should take out. 

<^. (By Mr. Ripley.) Was there formerly‘■'—A. There never was: we never 
agreed on anything. 

Q. What does “the table of allotment” mean as the phrase was used in former 
testimony?—A. Well, there was in 185)0 an attempt made to allot tonnages and 
percentages, but we could not get inside of 100 per cent. It was never consented 
to and was never intended to l>e operativo unless by unanimous consent. 

Q. Your percentage of total production has increased very considerably in the 
last ten years.-’—A. Yes. 

Q. Some roads have correspondingly decreased in their percentage, have they 
not?—A. Thev must have. 

<^. Will you specify any of them?—A. I can tell you this: About lWO we were 
getting about 3 per cent; wo are carrying now, as you see, considerably more, and 
in coming years we will even exceed our present percentage. 

Q. (By Mr. C. J. Harris.) What proportion of your coal goes West and what 
proportion goes East?—A. About one-half of our coal goes to tide-water points. 
Wo send some coal to Oswego, where we ship over the lakes to ('anada and West¬ 
ern points, but we send very little coal to extreme Western points -Ch'cago, Mil¬ 
waukee, and Duluth; that is, of late years. 

Q. (By Mr. Ripley.) Do you purchase on the percentage basis for shipments 
West or anywhere else than to tide water? -A. To all points we ship to. 

Q. Is it true that rates t > New England are made up by a combination of two 
rates, one to some point on the Hudson River, or near it, and another tho remain¬ 
der of the distance?—A. Almost all coal we ship-to New England is shipped by 
water. 

Q. What roads ship over the Poughkeepsie Bridge-’—A. We have shipped a 
little that way, and other roads do ship that way: but a very small amount goes 
by rail. Tho principal consuming points for anthracite coal in New England 
are near the coast. The manufacturing towns are near the c* 9 ast. and the bulk of 
it goes by water from tide water points. 

Q. Are any of the railroads interested in lines of barges so that they carry their 
coal to New England in their own carriers?—A. I think nearly all of them own 
barges. 

Q. You therefore carry it and deliver it to New England in your own barges?— 
A. Certainly; we have barges, but we do not rely exclusively on them. We lure 
other vessels. We have barges of our own which we use for this shipment to 
Sound points and New England points. 

Q. Does any particular proportion of the total output of coal go over any of the 
roads by rail?—A. Well, tnere is a small amount going over the bridge. There is 
some coal transferred by floats from New -Jersey to points on the New Haven road, 
and which goes through in cars. 

Q. The ownership by one company of a through lino from the coal field to New 
England will affect that, will it not?—A. 1 do not think so. There are so many 
routes fo reach New England points. All companies can reach all New England 
points. No one road could ever absorb the trade. You are speaking about the 
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making of rates via the bridge. It has been quite the rule recently for a rate from 
the mines to Highland to be on the same basis as the rate to Cornwall or New- 
burg, two old points they have been shipping coal to for many years on the west 
side of the Hudson, putting the coal to Highland at practically the same rates as 
at New burg. 

Q. You have nothing to do with rates on coal east of the Hudson River?—A. 
The rates are made by those roads. If an individual shipper went there and 
undertook to ship that way 1 suppose ho would pay for earn ing through to High¬ 
land just the same as to Newburg.and make hisown arrangements beyond there; 
but. as I have said, the coal wo ship there is coal purchased in the car at the mine, 
and nearly all of our New England coal goes by tide water. 

<q>. (By Mr. (■. J. Hvkrik.) i suppose the railroads can not compete with water 
transportation really, can they, taking Fall River and Boston? - A. Not for these 
near-by coast points, they never have been able to do so. 

Q. Would there be any advantage in the railroads carrying it if they trans¬ 
ported it on barges?—A. They have carried coal from Boston to other points 
within and 50 miles. They send coal through to Boston by water and on from 
Boston to destination by rail. 

Q. How much foreign trade is therein anthracite coal?—A. I never heard of 
any. 

(,). None at all?—A. None, except in Canada. 

Q. What do you say of competition in the anthracite coal trade from soft coal- 
bituminous coal: does that cut any figure at all?—A. Yes; it does with steam sizes 
to a certain extent. By steam sizes I mean tho sizes we use to gonerate steam. 
The domestic sizes are egg. stove, and nut. The steam sizes are lump, broken, and 
the finer sizes below pea. 

Q. if on account of the smoke nuisance they could not use bituminous coal in 
New York, they would bo obliged to use anthracite?—A. They do use it; they have 
the smoke appliances. 

m. Would you say that there is really any competition to speak of that anthra¬ 
cite coal would have from the bituminous coal?—A. Yes; undoubtedly for steam 
purposes. 

<»>. What proportion would be steam coal?—A, Over iO per cent. 

Q. (By Mr. Rii’Mft.) Is that proportion greater than it was formerly?—A. Yes; 
I think it has increased, because we are reclaiming more of the fine coal that 
formerly was thrown in tho culm piles. 

Are any of these culm piles being worked over at the present time by any 
companies of which you have knowledge?—A. Yes. 

Q. Tho old refuse heaps of many years ago?—A. Yes. 

(J. (By Mr. Kennedy.) Has not it happened m the past that when the price of 
anthracite coal was put up tho advance was an inducement to the bringing in of 
bituminous coal, which displaced the anthracite to a <ertain extent?—A. Yes; 
undoubtedly. m> far as steam f-izes were concerned. 

Is there not a movement on foot now, in the interest of the anthracite coal 
production, to acquire interests in the bituminous fields to the end that the pro¬ 
duction of bituminous coal may be kept down in the interest of anthracite coal?— 
A. I do not know; that is beyond my ken. 

Q. (Bv Mr. Ridley.; Has there been a relative increase in tho demand for 
prepared sizes in the eastern part of tho country as compared with the demand for 
steam coal?—A. I do not think the demand for domestic sizes has increased quite 
as much, as I said just now. as the demand for steam sizes. In fact, we are pro¬ 
ducing more of the steam sizes, and putting on the market fine coal that was 
formerly considered unsalable. 

Q. Would not a decrease in the price of hard coal of prepared sizes for domestic 
use increase the demand lor it?- A. Possibly. 

Q. Have you ever followed the relation between the prices of coal and the 
amount which is used for domestic purposes, ortho consumption of prepared sizes, 
which I suppose is mainly for domestic purposes?—A. Prepared sizes are chiefly 
for domestic purposes. 

Q. (By Mr. (’. J. Harris.) What is the maximum or limit to which yon can 
nut prices of anthracite coal and still do tho business that you are doing now?—A 
1 do not know. 

You say there has lieen an increase of price of, say, HO cents a ton during the 
last year, does that raise indicate any falling off in the volume of vonr business?— 
A. No; on the contrary, it has increased business. 

Q. Business has increased with the increase in prices?—A. Yes; there has been 
a great demand. 

Q. How far could that limit go?—A. I do not know. 
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Q. Suppose you raised it another half dollar, what would be the volume then?— 
A. I would not think it advisable to make that increase. I do not know what the 
effect would be. 

Q. If the people had to have it they would have to pay the different companies 
what they charged, would they not?—A. I do not believe the price could be forced 
•in that way; there are too many competing for the trade. 

Q. (By Mr. Kennedy.) Is there really much competition for the trade now?— 
A. Oh. yes, it is very lively. 

0 . Well, has not “the community of interest ’ plan gone to such an extent that 
there is really very little competition?—A. I have not seen any effect of it on the 
trade. 

Q. Do you dread such an outcome?—A. No. 

(J. Do you anticipate it?—A. I do not know what to anticipate. There are a 
good many strange things done on Wall street. 

Q. (By Mr. Ridley.) Is your road affected by this community of ownership, 
so far as you are willing to state?—A. It is not. 

Q. (By Mr. C .1. Harris.) The demand for anthracite coal in Western cities, 
such as Chicago and St. Louis, is relatively very much smaller than in Eastern 
cities, is it not?—A. Yes; in proportion to the population. 

Q. They would not. use more than a tenth, would they?—A. Probably not. A 
larger amount of soft coal is used in the West for domestic purposes than in the 
East. 

Q. Anthracite coal is considered rather a luxury there?—A. Yes. In the North¬ 
west they burn corn. 

Mr. Kennedy. Wheat, sometimes. 

<^. (By Mr. Ripley.) Will you say anything respecting the possible competi¬ 
tion of coke for steam purposes in New England, for instance, with the anthracite, 
or steam sixes of the anthracite?—A. I do not know anything about that. 

Q. It has not affected your business as yet?—A. I have not seen anything of it. 
Referring again to the matter of prices, the Ontario and Western’s tide-water 
average 1N ( .) \ to 1000 was $5.48. That covers the period of seven years. In Decem¬ 
ber, 1000, it was#!.75. 

Q (By Mr. C. J. Harris.) You said there had been a 25 or 50 cent advance. 
That is about the same?—A. Yes; that is about 27. I did not have the exact- 
figures 

Q. Has your railroad been in the hands of a receiver in recent years?—A. Not 
in twenty years or more. 

Q. (By Mr. Ripley.) Since what timo?—A. It was reorganized in 1880, 1 think. 
That was before my connection with the road. I came on later. 

ty. Can you state from hearsay what were the conditions which led up to that 
receivership without specifying names at all?—A. Whv.it would take a good 
while to e .plain that. 1 think in the first place the roads were built chietty on town 
bonds, and when it was built it was called a road “ without debts or traffic.” After 
reorganization it was sold out for four million and some odd thousand dollars, 
and it had on it over fifty millions of bonds. 

Q. It was sold for four millions?—A. Between tour and five millions. 

Q. What is the present capitalization, including stock and bonds?—A. About 
fifty-eight millions. 

Q. Of course gieat improvements have been made in the line of property pur¬ 
chased, etc., representing part of that difference?—A. Oh. yes. Thai large 
volume of stock is accounted for by the fact that the purchasers of the road, in 
the reorganization, offered to allow the holders of bonds to take common stock if 
they would pay an assessment of 20 per cent, and nearly all of them came in. thus 
increasing the capitalization about fifty millions. 

Q. More than was expected at the time?—A. Yes. 

Q. By reason of the operation of the plan?—A. I do not think the reorganizers 
of the road expected them to come in, but they did. 

Q. Fifty millions was tbe figure at the time it was reorganized?—A. Yes. The 
practical investment of the road at that time was an investment of two millions 
in preferred stock. 

Q. Does it so remain at the present time virtually under the control of the pre¬ 
ferred stock?—A. Yes: except that most of the preferred stock has been taken up 
in exchange for bonds. 

Q. (By Mr. Kennedy.) How many stockholders are there?—A. Oh, there are a 
great many. I would not undertake to say; about one-third of the stock is held 
by foreigners. 

Q. Is the controlling interest of stock held in a few hands?—A. No. 
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Q. (By Mr. Ripley.) You say that the preferred stock practically controlled 
the road for a long time: does it do so at the present time?—A. The preferred 
stock is represented by a trusteeship, a voting trust, and will be until it is all 
taken up. Nearly all is m now. 

Q. What proportion of the total stock and bonds, roughly speaking, would that 
preferred stock represent?—A. I can not say. I will give you a copy of the annual 
report. I would not like to answer all those questions from memory, but you will 
find it all in the financial statement of the report. 

Q. (By Mr. C. .1. H umis.) Have you had any strikes on your system recently?— 
A. Nothing except the coal strike referred fo a while ago. 

Q. Any on the road itself?-A. We have not had a strike on the road for 15 
years. 

q. Do you know anything about the conditions of labor in your coal districts?— 
A. Having nothing to do with the practical operations of the mines 1 know very 
little on that subject except in a general way. 

Q. (By Mr. Ripley.) What is tho price of labor at the present time?—A. I do 
not want to go into that, bocause I am not familiar with the operation of the 
mines. 

q, Your road, as you said before, does not operate any mines directly?—A. No. 

($. That you do not is, however, rather exceptional among the coal roads, is it 
not?—A. No: 1 think it is practically the same thing on other roads. 

q. (By Mr. C. J. H umis.) 1 suppose your railroad company could not operate 
a coal mine as a railroad company; your charter would prevent it. would it not?— 
A. I think so. 

q. (By Mr. Riplev) Will you make any statement respecting the alleged 
attempt in to combine many of the anthracite coal roads, especially respect¬ 
ing the reasons for which that combination failed? I refer tu the attempt made 
under tho leaderhliip of Mr. McLeod.— A I think Mr. McLeod's scheme failed 
because ho bit off more than he could chow. 

q. What did he specifically try to do; can yon state? - A. He tried fo effect the 
consolidation of several railroads under one management. 

U. By direct lease or purchase?—A. By lease of the Jersey Central, the Lehigh 
Valley, and tho Philadelphia and Reading. Then he branched out into New Eng¬ 
land and look the Now England road and the Boston and Maine, and there he met 
his Waterloo. 

Q. Will you make any statement respecting the causes that led up to tho pur¬ 
chase of the Pennsylvania Coal Company by the Erie Railroad? Was it particu¬ 
larly with reference to the proposition to build an independent line to Kingston 
from the anthracite coal fields?—A. 1 think you had better get that information 
from the Erie Railroad Company. I presume that road will be represented here. 

Q. (By Mr. C. J. Hark is.) What chance would an individual operator on your 
line have to-day in tho production of anthracite coal? Do these companies own 
nearly all the coal lands contributory to your road -these companies which you 
have mentioned''—A. The Elk llill and the Scranton Company; yes. Nearly all 
the coal is shipped over our road. 

Q. Those companies have taken up about all the coal lands that are there. 
There is very little lying about that an independent operator could get if he wanted 
it?—A. There are occasional sales. The ground is pretty much covered in the 
older regions, particularly in tho Wyoming district. 

C*). As a general proposition, would you say that tho coal roads control about all 
tho coal mining property tributary to lliem?—A. No; there is a large field down 
in the lower region. It is pretty well taken up in the Wyoming territory. There 
are large tracts of anthracite coal that have recently been offered for sale down in 
the lower region, in the neighborhood of Pottsville. 

Q. Owners would have to have branch lines built to them?—A. Yes. from 
nearby railroad lines; that is, in the Reading territory. 

Q. What would be the facilities for a man to open up. Suppose he was 15 miles 
away from your line, would it be possible for him to build a branch to connect 
with you?—A. Jf he had a large trad of territory, a good coal, we would probably 
build a line to him for tho sake of getting the transportation, and give him the 
usual form of agreement, which is ,iust the same in all instances. 

Q. (By Mr. Kennedy.) Is your company working all its coal lands, or has it a 
large reserve of lands to be worked in the future?—A. I suppose these two com¬ 
panies that I speak of have in tho ground m the neighborhood of 50,000.000 tons of 
coal. ()ver half of it is owned in fee: it will take a good many years to mine that 
coal. 

Q. (By Mr. C.J. Harris.) What was your tonnage last year?— A. It was in the 
neighborhood of 2,000,000. Last year it fell off on account of the strike. Year 
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before last it was 1,891,000 tons. In the month of January the output was 227,000, 
so that we shall probably put out in the neighborhood of two and a half or three 
million tons a year now. 

Q. (By Mr. Kennedy.) Where railroads have such large tracts of coal lands 
that they are not working, they are paying royalties upon part of it, you say?—A. 
All of ours is working, practically. 

Q. I thought, according to the testimony, that practically these others were 
yours, the lands of these companies you speak about.—A. I say all of the mines 
owned by these two companies, the Elk Hill Mining Company and the Scranton 
Company, are practically in operation to-day. 

Q. How much have you in sight?—A. In these two companies, about 50,000,000 
tons. 

Q. And your yearly production is about 2,000,000 tons?—A. Something over that. 

Q. There must be a great many mines that are not actually worked?—A. My 
dear sir, they could not work the whole field in the year. Of course it costs a 
great deal of money to start operations, to put up your breaker, put down your 
shafts, and lay your tracks. You could not undertake to doit unless you had 500 
or 1,000 acres to start with. Then it takes twonty-five years to exhaust the coal. 

Q. It has been charged that some of the railroad companies own great tracts of 
coal land that they have acquired in feo and obtain royalties thereon, and that 
they can not work for 50 years.—A. That is not true so far as the upper region is 
concerned. It can be said of the Reading, probably, because during Mr. Cowan's 
time he did buy large tracts. The upper region is generally divided up into small 
tracts under different ownership. 

Q. (By Mr. C. J. Harris.) If you take a company that owns large bodies of 
coal land that won’t bo worked up for 50 or 100 years and with a capitalization of 
$30,000,000 or $35,000,000, if it sells its present output of coal so as to pay dividends 
on that immense mass of property that is going to come into uso 50 or 100 years 
from now, is not that an unnatural price of coal?—A. 1 do not think you have th * 
right view of that condition. The company has a large amount of money there 
and usually it puts out bonds for a long period, and it would bo the part of pru¬ 
dence to have coal enough to last as long as the life of the bonds, because you must 
pay your interest and the principal. 

Q. (By Mr. Kennedy. ) I would like to ask you the number of days in the year 
the miners in your mines work v —A. I have not the data as to the number of days 
with me. It is a matter of public record. It is published and printed by the 
newspapers, and you can get it almost anywhere. 

Q. Have you any knowledge npon the point as to whether the miners of the 
independent producers work as many days in the year as thoso in the mines of 
the railroad companies?—A. It is not true so far as the independent miners on the 
Ontario and Wostern are concerned that they work fewer days than others. If 
there is anything of that in the other field, you will find it. because the number of 
days worked in each mine is shown by itself. The statement is made by the 
inspector, who is an officer of the State, and it is printed. That shows you the 
days worked by individual operators’ mines, as well as the mines which are indi¬ 
rectly controlled by the railroads. 

Q. Has there been any attempt made to secure the control of your road for the 
community of interests or a consolidation?—A. If any attempt had been made I 
probably should not known of it. I do not know of any. 

Q. What is your opinion about that; do you think the public and the stock-. 
holders of the Ontario and Western would be benefited by a community of inter¬ 
ests?—A. I can not answer that question. 

Q. Have you no opinion about it?—A. No; I do not know anything about the 
probable result of such a thing. 

Q. Do you know the sentiment of the officials of the Ontario and Western in 
regard to that question? Are Mr. Morgan, Mr. Rockefeller, or the Vanderbilts 
stockholders in your road, or do you know?—A. I do not know. 

(^. (By Mr. Conger.) They are not represented on your directory, are they?- 
A. Mr. Depew is on the board. 

(By Mr. Kennedy.) That would indicate a Vanderbilt interest?—A. I do not 
know that it does necessarily. He took the place on the board of his brother-in- 
law, who was a director for many years and died. I do not think he has any large 
block of stock. We do a great deal of business in connection with the New York 
Central. We interchange a large amount of traffic and rely upon that road for 
onr western connection. Our working with them has been very close and very 
satisfactory. We use the same terminals at Weehawken, aud have trackage rights 
over the West Shore from Cornwall to Weehawken. With two companies work¬ 
ing so closely together it is only natural they should have representation in the 
board of directors. I do not think the connection means anything mord than that. 
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Q. You do not know that the attempt has been made to bring that road into the 
community of interest scheme?—A. I do not. 

Q. (By Mr. Con ok it .) You ship part of your coal west? 1 think you testified 
that you did.—A. We ship Borne of the coal west via Oswego. We have a trestle 
on the lake and load the vessels there. It goes through the canal to Chicago. Mil¬ 
waukee, Duluth, and other western points, as well as to Canada. 

Q. M my of the other coal roads. I suppose, have termina’s at Buffalo?—A. Yes; 
we have shipped via Buffalo, too. That goes over our line to Oneida and then 
over the New York Central to Buffalo, and is loaded into vessels at the dock in 
Buffalo. 

Q. How does the price at Oswego compare with the price at tide water?—A. It 
varies a little, but on tho whole it is about Ihe same. 

Q. Do you know about how the price of coal at Oswego compares with the price 
at Buffalo? Is it the same?—A. No, not the same; it is a little less. 

Q. At Oswego?—A. Yes; a little less, the difference being about what the rate 
is going through the Welland Canal to tho West. 

0 . If a dealer in coal from the Western States should go into Buffalo or Oswego 
with the ideaof purchasing coal, and should f-o to tho various roads or selling agents 
who had it for sale, would ho probably be quoted the same price, or would he get 
different prices from different dealers?—A. I think he would find it would pay to 
“shop.”’ 

Q. Is it a fact or is it not a fact that the price among the different dealers there 
is usually about the same?—A. Yes, practically. 

Q. Yet you think there is no agreement between the roads?—A. One company 
might be long of a certain si/.e and might shade tho price a little to get rid of it. 
There is always a little variation in prices. 

O. flow much ot a variation, approximately? —A. Fivo to 25 cents a gross ton. 

You testified earlier this morning that so far as any actual agreement is 
concerned y<>ur road is not a party to it-A. (Interrupting.) Agreement in rela¬ 

tion to what? 

Q. Agreement as to the selling price of coal at any of these terminals. - A. I tes¬ 
tified that there was no agreement as to price. 

Q. I wanted to ask whether you thought it probable or even possible that such 
an agreement does exist between some of the other roads, those who handlo a 
large output—larger proportion of the total output—like the Reading and the 
Lehigh Valley?—A. No, I do not think it is. Jt wou'd not be effective unless all 
wero in it. 

Q. Might it not be possible that tho^e toads controlling 85 or !)0 per cent of the 
total output could make a practical combination on price?—A. No; they could not 
do it without taking all the interests in. Two million tons could set tho price for 
the whole fifty million. 

Q. (By Mr. C. J. Harris.) Would not 85 per cent of Ihe coal trade set the price 
for the whole production?—A. No; the leaser quantity could make the price. 

Q. (By Mr. Conger.) Take tide*water prices, for instance. Suppose the roads 
controlling 85 per cent of the total product should make an agreement to put the 
price at $3.50. where it had been $» before: would not your road, putting out 3 \ or 
4 per cent of the total product, be willing to take the extra half dollar?—A. Cer¬ 
tainly, we should be glad to get what wo could. ()n the other hand, suppose there 
is a very dull period and a road that was not in the combination would shade that 
price and take the trade, could not that road compel the others to meet its price? 
I think it could. 

Q. (By Mr. C. J. Harris.) Have you anything to volunteer?—A. Nothing 
more. 

(Testimony (dosed.) 


Exhibit in Connection with Mr. Childs's Testimony. 

Ayr< t me.nl between New York , Ontario and Western Railway and producers 

of coal 


| Note.—T his agreement is identical with one submitted by Mr E. B. Thomas ns heinR in consid¬ 
eration by the Erie Railroad. Mr. Thomas denies knowledge ns to whether the agreements on all 
the anthracite roads are identical, hut Mr. Childs thinks nil are alike.] 

This Agreement, made and executed in the city of Philadelphia, Pennn., this-day of-, 

nineteen hundred-, oetween-(hereinafter called the Seller), party of the first part, 

an «-(hereinafter called the Buver), party of the second part, Witnesseth: 

Fikot. The Seller hereby sells, and agrees to deliver on cars at breaker to the Buyer, all the 
Anthracite coal hereafter mined from any of its mines now opened and operated, or which it may 
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hereafter open and operate on the premises intended to be covered by this contract, and any which 
shall be reclaimed from culm banks on said premises, viz — 

Shipments to be made from time to time as ealled for by the Buyer. The Buyer to give, on the 
twenty-fifth of each month, notice nf the quantity as nearly as practicable Buyer will require for 
next month, and arrange to take the coal in as nearly equal daily or weekly quantities as in its 
judgment the requirements of the market will permit. The Buyer to use its best efforts to find a 
market for the Seller's coal so as to enable the Seller’s collieries to be worked as many days as prac¬ 
ticable, with due regard to the general market conditions, und to give orders for shipment which 
will enable the Seller to work its collieries as many days in each year as other collieries work 
similarly situated. 

The Buyer agrees that it will not discriminate in favor of its own mines, or any persons, firms or 
companies with which it has contracts to buy coal, but that the quantity to be ordered monthly 
shall boa just proportion of the entire quantity of coal agreed to be purchased by the Buyer, meas¬ 
ured by the colliery capacity of tin* respective Sellers. It being understood that so fpr us practicable 
the quantity ordered shall not lie less than a just proportion of all the Anthracite coal which the 
requirements of the market may from time to tune demand. The colliery capacity shall be deter¬ 
mined as of the First of .lamuirv in each year bv the parties hereto, and, on their failure to agree, 
the President for the time being of Girard Trust Company shall select a suitable expert tor this pur¬ 
pose. Should any marked change take place affect tug the productive capacity of the colliery, either 
the Buy er or the Seller may call for a new determination of the colliery capacity as of the beginning 
of any quarter of the calendar y ear 

Skconi). The Buyer agrees to pay and the Seller agrees to accept the following prices for said coal, 
when prepaied in accordance with the standard hereinafter set forth, and delivered I o b railroad 
ears at the breaker: 

For all sizes above Pea coal, sixty-five (hfi) per cent of the general average free on board prices of 
said sizes received at tide points ul or near New York, between Perth Amboy and Edge water, com¬ 
puted as hereinafter piovirlcd 

For Pea coal, llflv (fit)) per cent of the general average f o b price for Pea coal at said tide points 
at or near New York when the said price is Two Dollars and Fifty cents ($2 50} per ton or less, and 
for each advance ol ten (10) cents per ton in the said 1. o b "price above Two Dollars und Filly cents 
($2.50) the proportion paid the Seller shall be increased one (1) percent, until the percentage paid 
for pea coal readies sixty-five (05) per cent. 

For Buckwheat coni No. 1, forty (10) per cent, of the general average f. o b price at said tide points 
at or near New York when the said price is Two Dollars (82 00) per ton or less, and tor each advance 
of ten (10) cents per ton in the said f o It. price the proportionate puce paid the Seller shall be 
increased two (2) per cent until the said f o. b. price icaches Two Dollars and Kiltv cents (82 50), 
after which the proportionate price paid the Seller shall advance one (1) per cent, for each ten (10) 
cents advance in the f. o. b. price above Two Dollars and Fifty cents (£2 50), ns m the ease of I’ea coal 
above mentioned. Provided that nothing herein contained shall oblige the buyer to pay ior Buck¬ 
wheat No. 1 coal a rate higher than for Pea coal. 

Forall sizes smaller than Buckwheat No. 1 the Seller shall receive Twenty-live (25) cents per ton 
f. o b railroad ears at breaker, and for cadi ten (10) cents’ increase in the general average f. o b. 
price above One Dollar and Thirty cents (81 30) a ton at tide, the price shall hi* increased live cents 
per ton; but it is understood tlmt the Buyer shall have Ihe option to decline to take these smaller 
sizes in excess of the proportion taken train the Buyer's own collieries and operations. 

It is a No agreed that it at any time, through changes of si/es of implies ol screens or of conditions of 
trade, the sizes smaller than Buckwheat No. 1, us desenbcd heieiu. shall be mat kelable at tide at the 
same price as Buckwheat No. 1, the scale ol pi ices on a basis ol foi ty (10) per cent. when the general 
average f o b. price at tide is Two dollars (82 00) pci ton or less, shall be .substituted for the flat price 
at mines herein provided for during the continuance ot Mich conditions 

And it is also understood and agreed that the Seller shall have the right to sell and dispose oi on its 
own account and at such prices as it shall see tit the excess of the sizes of coal smaller than Buck¬ 
wheat No. 1 when and asotten as the Buyer refuses to purchase said excess of smaller sizes m accord¬ 
ance with the option hcrcinbeioro contained 

Third. The general average f. o. b. prices herein referred to shall he determined by a disinterested 
expert accountant satisfactory to both parties, to whom the Buyer shall furnish, not later than the XI h 
of each month, a statement, of the quantity of each size sold during the preceding month, and the 
amount realized therefor by the Buyer at tide on all sales ot each size of coal from the 
region, and the accountant each month shall make a true average price for each size sold at tide of 
allthc coal from the same region, and the average prices thus obtained shall be furnished by the 
accountant to the Buyer and Seller, by whom they shall be accepted, subject to the right ot appeal to 
the Arbitration Board, In the settlement between Buyer and Seller All statistiesgivensueh account¬ 
ant almll be treated by him confidentially, and the resulting aveiages only shall be given by him to 
Buyer and Seller. 

It Is understood that when Ihe words f. o b price occur herein the actual f o b price received is 
meant, without any deduction for commissions, demurrage or any other charges. 

Fourth. It is understood and agreed that, the Seller shall have the right to sell or dispose of, at 
retail, on its own account, coal for use and consumption of its employees and others in the immediate 
neighborhood of Seller’s colliery, provided that the coal so sold and disposed of shall not in any event 
be hauled into railroad ears, but shall be hauled itom the Seller’s colliery breaker by wagon. 

Fifth. Payments shall he made monthly in cash. A partial payment of at least one dollar (81.00) 
per ton shall be made on or before the twelfth (12th) of each month, and the balance on or before the 
twentieth (20th), for all coal delivered by the Keller tinder tills contract during the preceding calen¬ 
dar month. Provided, that if default shall be made bv the Buyer in any payment aforesaid, the 
Seller may. it its option, declare this contract forfeited by giving notice of such default fora period 
of at least five (5) days, and of its intention to terminate this contract, unless payment shall In' made 
in the. meantime; but in ease of a like default of payment in the next succeeding month this contract 
may be peremptorily terminated by the Keller without such notice. 

Sixth. All coal shipped under this contract shall be subject to inspection under the direction of 
a Chief Inspector to be appointed by the Buyer, whose duty it shall bo to see that the said coal, as 
well as all other coal coming under his jurisdiction, conforms to the following standard, viz.: 

Firm The coal shall be piactieally free from dirt as it leaves the lip screen before entering the car. 

Srrond. The coal shall be well sized and made through and over the following square screen 
meshes, or tlioir equivalent, viz.: 

Broken through a mesh 4" square and over r mesh 21" square. 

Bgg through a mesh 21" square and over a mesh 2" square. 

Stove through a mesh 2" square and over a ineNh 1 jp square. 

Chestnut through a mesh 1|" square and over a mesh 1" square. 

Pea through a mesh 1" square and over a mesh 1" square. 
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Buckwheat No. 1 through a mesh 4" square and over a mesh square. 

Buckwheat No. 2 or Rice through a mesh }" square and over a mesh 4" square. 

None of the above sizes shall contain an admixture of a larger size sufficiently great to render the 
coal objectionable, nor respectively a larger proportion ot anv smaller sizes than is usually present 
in good merchantable coal, and it is specially agreed that neither Kgg. Stove nor Chestnut coal shall 
contain more than five (5) percent of larger sizes; that Chestnut coal shall not contain more than 
ten (10) percent, of Pea and live (5) percent of Buckwheat No. 1; nor Pea coal more than fifteen 
(15) per cent, of Buckwheat No 1 and five (5) percent, of Rice, nor Buckwheat No. l, more than 
fifteen (15) percent, of Rice. 

Thn<l The sizes above mentioned shall in no case contain nnne than tin* following percentages of 
refuse (consisting of slate, rock and fire-clay), viz/ 

Broken, one (1) percent.; Kgg, two (2) percent, Stove, four (1) percent., Chestnut, an average of 
not more than five (5) percent, and at no time to exceed a maximum of seven (7) per cent Pea, 
ten (10) percent.; Buckwheat, fifteen (15) percent 

Nor more than the following percentages ol hone [containing a proportion ot fixed carbon tanging 
between forty (10) and sixty-five (05) percent ], viz 

Biokcn, two (2) percent. Kgg, two (2) per cent, Stow, tbn-c (3) per cent.: Chestnut, five (5) per 
cent., Pea and Buckwheat coal shall not. contain such proportion of said Bone as to reduce the puce 
below tin' average market price of those si/es. 

Seventh. If the conditions ol flic trade shall at any lime or times require a higher standard of 
preparation than as aforesaid, the Seller shall prepare the coal so ns i<> conform to such higher stand¬ 
ard, provided, however, that the Seller shall he reimbursed lor anv increased expense involved; 
and, il the parties hereto shall not agree as to the amount ol such leimbursenient, the question shall 
be referred to the arbitration hoard as hereinafter provided All coal shall he inspected at the 
breaker. 

KioiiTir When the inspector is making a test for impurities in tin* null, he shall, whenever possi¬ 
ble, take the sample from the coal as il Hows from the chute into the car It at any time the first test 
isunsatisiactory to either paity the inspector shall make two other tests of the coal in question, and 
thCMVciage ot the three tests on one car shall he final Hat anv time it is necessary to testa car 
after it leaves the chute, ft sample shall he obtained by taking equal quantities ol coal from the mid¬ 
dle nnd each side and each end of the car in older to usecitam the average qnalitv ol the coal tested 
in that, ear In ease the inspector shall condemn coal w Inch is believed hv the Bel lei to he up to the 
standard, the Seller shall in that case make complaint to thoGenoinl Superintendent ot the Buyer, 
and, Hit is found by him to he up to the requiied standard, the coal shall immediately go lorward, 
and the instructions to the inspector shall he so modified as to romov c as tar as piaedeahle cause for 
similar complaints thereafter by the Seller The cost ol all inspections shall he equally divided 
between the parties hereto, except that the duel inspector shall he paid hv the Buyer 

Ninth It is understood and agieed that the Seller will ship to the Buyei all the coal mined and 
prepared at the said colliery or collieries (with the exception ol coal required in the Seller’s milling 
operations and the coal retailed at the breaker as hereinbefoie provided), piepared according to the 
standaid hereinbefore recited, and, m ease any coal is condemned and rejtried by the inspector on 
account oi its preparation, the Seiler will re-prepaie the same until it conforms to the required 
standard 

Tenth. A ton of coal under this contract shall consist of twenty two hundred and foity (2,210) 
pounds, and all coal shipped by the Seller under this contract shall he weight'd either upon scales at 
mines, tested and approved hv the Buyer and hv the weigh-masters approved hv the Buyer, or upon 
the weigh-scale.s of the Railway over which it passes on its way to market, and the amount of coal in 
each ear shall be determined by theeeitificate of the vveigh-master at said scales An allowance for 
waste shall he made of such amount as is currently allowed by the Railroad Company trnnsjiortiug 
tlx 1 coal, hut not exceeding one (1) per cent 

Eleventh. The Seller will consign and manifest -aid <oal to such points and parties as the Buyer 
shall from tune to time direct, and will furnish and send to the Bin or and to the consignees named 
by the Buvci, and to such other parlies as the Buyer may ducct, such copies of manliest and such 
notice relating to coal shipped as the Buyer may direct, and the heller will generally do and perform 
all acts usually and properly attendant on and connected with the mining and shipping ol coal from 
the said colliery. 

Twelfth. If, hv reason of any strikes among the employees of either paity, or hv reason of injury 
to the works, buildings, fixtures, railroad, terminal laeililies or other property of the Railway Com¬ 
pany or Companies by which the coal is transported to market, or of either party lieielo, or of una¬ 
voidable delays or obstructions in the mining or transportation ol the said coal, either party shall he 
unable to respectively furnish or take the coal as herein agieed, such party shall not he liable for 
non-tulfillmentof this agreement during the period of such disability, provided every reasonable 
effort be made to lesumc operations at the earliest practicable period 

Tiuktkknth. The percentage ol the various sizes of coal to he delivered under this contract shall 
be the same as the average produced at the several eoMerics operated by the Buyei in the same 
region 

Fourteenth In the event of any disagreement as to the quantity to heoidcrcd.or the actual price 
of coal at tide, or any other question to he decided under the term's hereof hv arbitration, it shall he 
determined by a Board to he known as Permanent Board ol Arbitration, which shall consist of three 
persons, one person selected by the Seller—viz., 

, the President of the Buyer company to bo the second person; and 
the President for the time being of Girard Trust Company to he the third person. 

The name of the person to represent the Seller shall he inserted in this agreement, or, if not named 
helorc its execution, shall he endorsed in writing on this Agreement, and when and as often, by 
reason of death, resignation or vacancy, or for any cause, another person shall be ■•elected, the name 
of such person shall likewise ho endorsed hereon, which endniscnicnt shall have the like effect as if 
the name had been originally inserted in this agreement The Aihitrution Board to have full power 
over costs of reference, and to decide by whom they shall he paid. 

Fifteenth If by reason of changes in trade or colliery conditions the Seller is unable to operate 
Its mines without financial loss on the bads of this contract, and the Buyer declines to modify this 
agreement, the Seller may submit the questions involved to the said Board of Arbitration, and, if the 
Board decides thut the Seller cannot operate its mines without loss on the basis of this contract, and 
if the Buyer and Seller cannot agree on a modification of this contract, then this contract shall cease 
and determine. 

Sixteenth. It is also understood and agreed (anything herein contained to the contrary notwith¬ 
standing) that if at any time or times the average i. o. h. price at tide for sizes of coal larger than Pea 
coal shall he less than Three Dollars and Fifty cents (83.50) per ton, then the Seller may at its option 
temporarily suspend mining and cease all deliveries hereunder until the said average price shall 
reoen Three Dollars and Fifty cents (83.50) per ton; provided, however, that two weeks’ notice of 
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Intention to stop deliveries stall in such rose tag-iron by 'ff 

arises as to price being loss than $150, it shall bo siibantted to the permanent ArDUrationijoara. 

Seventeenth. Tills agreement shall inure to the benefit of and be binding upon the executors, 
administrators, successors and assigns of the parties hereto respectively. ^ ... 

In witness whereof, the parties have caused their respective corporate seals, duly attested, to be 
hereuntonflixed the day and >ear first above written. 

Signed, Sealed and Delivered in the Presence of 


*y 


Attest: 


President. 


By 


Secretary 


AI teat: 


President. 


Secretary. 


New York City, February IS , 1901. 

TESTIMONY OF MR. FREDERICK E. SAWARD, 

Editor The Coal Trade Journal. 

The special subcommission met at 2.30 p. m.. pursuant to the motion for recess, 
Mr. C. J. Harris presiding. At that time Mr. Frederick E. Saward was sworn as 
a witness, and testified as follows: 

O. (By Mr. (J. J. Harris.) Will you give us your full mime and your address, 
anu also state your position?—A. My name is Frederick E. Saward; my address. 
No. 41 Park Row, New York City, and my position is that of editor of The Coal 
Trade Journal. 

For how long a time have you been engaged in this work and been familiar 
with the coal trade of New York?—A. I have been publishing the paper for 31 years. 

Q. Will you go on in your own way and state what the situation in regard to 
the use of anthracite coal is m New York?—A. 1 should think that the grearer city 
of New York uses about 7,000.000 tons of anthracite coal in a year. The coal is 
brought to tide-water docks on the Jersey side by the different railroad companies 
coming from the coal regions. The Pennsylvania Railroad goes to Perth Amboy; 
the Lehigh Valiev to South Am hoy; th ■ Reading to Port Reading; the J ersey Cen¬ 
tral do wn to Port Johnston, Elizabethport; the Delaware and Lackawanna to Hobo¬ 
ken: Delaware and Hudson and Erie to Weehawken. Those lines comprise the 
carriers. The individuals that you have lined out in black there [referring to a 
map J ship their coal over those several lines accordingly as they are situated most 
favorably in those regions that are marked out | referring to the map]. The lines 
go to those several shipping points. The Lehigh coal naturally flows down to 
Perth Amboy and to Port Johnston The product of the Schuylkill district runs 
to Port Reading. The northern district pulls into Weehawken. Hoboken, and 
during the summer season to Newburgh. 

Q, Who are the largest producers of anthracite coal for this market?—A. I think 
the Reading puts in the largest portion of the coal, of the harder coal; the two 
Delawares, the Erie, and the Pennsylvania Coal Company what we call free-burn¬ 
ing coal. 

Q. How is this coal marketed, by the independent operators or* by the rail¬ 
roads?—A. By both. The railroad companies have their wholesale agents here in 
town, and some of the individual operators sell their coal to what are known as 
commission houses in the trade for sale again. 

Q. Do the railroads buy coal of the independent operators and ship it and sell it 
themselves?—A. In a large degree; the coal that is called independent is now sold 
to the several railroad companies at the collieries. 

Q. There are independent operators who do not sell to the railroads?—A. There 
are a few; yes. 

Q. Who are some of them?—A. John C. Haddock is one of the largest. 

(By Mi'.Kennedy. ) On what line does he ship?—He ships over tne Delaware, 
Lackawanna and Western. 

Q. Is he given cars freely to send as great production to tide water as he desires 
to send?—A. Perhaps that would be better answered by himself. 

Q. (By Mr. C. J. Harris.) Do you know of any complaints among independent 
operators of failure to get plenty of cars for shipment, or anything of that nature?— 
A. No; I guess not. Practically, in the coal trade there is always a season, both 
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in hard and soft coal, when there is complaint that cars can not be had in sufficient 
number, and all that sort of thing, but that is soon over: that occurs usually in 
the iall of the year. Soft coal people ship to the lakes and to the seaboard: an¬ 
thracite people ship to the West, and all that sort of thing; so they can not get 
cars enoagh. That is not a subject of general complaint in ordinary times. 

Q. Would you say what proportion of the anthracite coal used in'New York, or 
shipped to New York, comes from independent operators?—A. No: I could not 
answer that question offhand. 

Q. Is it not a very small proportion?—A. Oh, yes: naturally, it is a very small 
proportion. The independent operators, taken in the aggregate, possibly repre¬ 
sent one-fifth of the production, of which part is sold directly by them to the com¬ 
panies. That leaves a very small proportion that is independent. 

Q. (By Mr. Conger.) Can you tell what the economic or business reason is for 
these railroads going into the coal business? In other words, why is not coal pro¬ 
duced by independent operators, the same as wheat is grown or lumber manufac¬ 
tured or any other of the great products or great items of railroad transportation 
produced?—A. Well, a reply to that question- that takes you back to ancient his¬ 
tory. the history of the industry. 

0 . Can you give that in a short way, if there is any salient reason for it?—A, l 
should say that in the last thirty years, or nearly, it lias not been practicable for 
many individuals to go into the coal business as producers of coal. In those early 
days, when the mines were little bits of what, wo call rat holes—little bits of prop¬ 
erties that produced perhaps 100 to 150 tons of coal aday--individuals were in busi¬ 
ness. a great many of them men of small capital. The business did not require 
very much capital. They soon played out, and, in order to furnish transportation 
to the railroad companies that were built into the districts, the railway companies 
themselves, or their friends, or mining companies, went into the securing of these 
properties round about, which you see there (pointing to map|, in order to have 
traffic forever for the railroads that were built to carry on the business. 

Q. (By Mr. C. J. Harris.) Are most of these anthracite coal lands now already 
owned by the different coal roads or the subsidiary companies?—A. Yes; very 
largely indeed. 

Q. They virtually control the situation, do they?—A. They virtually control the 
situation: to put it that way, yes. 

Q. (By Mr. Kennedy.) -Do the railroads in the soft-coal fields control the bitu¬ 
minous production and output to such a degree as the anthracite production is 
controlled by the so-called coalers'—A. Yes; I should think even more so. 

Q. The soft coal coming to New York over the Pennsylvania Railroad, for 
instance, is that coming in as the property of the Pennsylvania Railroad or of the 
independent operators'—A. Of the independent operators. The Pennsylvania 
Railroad does not operate any collieries at all. 

Q. Well, soft coal would come in over other railroads to New York, would it 
not'—A. Soft coal is coming to tide water over the Baltimore and Ohio, Chesa¬ 
peake and Ohio, and Norfolk and Western and producers mainly in the soft-coal 
districts pool their issues; then they come to market, and the coal is sold by one 
concern in town. 

C*>. Then the coal comes in. not as the property of the railroads, but of the pro¬ 
ducers?-^. Of the independent producers, not of the railroads; they have but 
one general agency. The Norfolk and Western has one: the ('hesapeake and Ohio 
has one. 

Q. Have you in your mind the figures for the transportation of coal-hard and 
soft -in mills per ton per mile?—A. No: we do not concern ourselves with those 
facts in the coal trade in our paper any more. That is a thing that has gone by. 
We used to have at one time what you might call schedule rates of transporta¬ 
tion of bard coal; but. as has been said, the bulk of tho coal is the property of the 
raili oads. They make the division as I hev see fit. The coal of the individual opera¬ 
tors which is still brought to tidewater is carried on the basis of 40 percent 
of the tide-water price, so that the individual operator is just as anxious to get a 
high price for his coal as one can be. The proposition that, they made last year, 
when they had that independent road under way, that they were going to be friends 
of the public and sell the coal for §2.50, was simply to get a right of way, that is all. 
They are interested in getting a high price for coal. Forty per cent of §4 is §1.60: 
that leaves them $2.40 for the coal at the mines. Forty per cent of $3 is $1.20; they 
get $1.80 on that basis. 

Q. I have been informed that the rate for carrying hard coal to tide water is 
something like 10 mills per ton per mile, and that the charge for carrying soft coal 
is 2J mills per ton per mile. Now, you should be familiar with that subject. Can 
you say whether there is any such difference as that between the charges?—A. One 
hundred and sixty cents, the average for 160 miles, is 10 mills—a cent a ton a mile, 
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isn’t it? That is a mathematical calculation easy to be proven. The soft coal that 
is brought to tide water is carried for less money; but they are two different items, 
and they do not enter into competition at all. 

Q. Is it true that they do not enter into competition at all?—A. It is. 

Q. Is it not true that in the past, when the price of anthracite coal has been 
put up to a pretty high rate, that soft coal has been induced to come in for that 
market?—A. For'what purpose? 

Q. Well, for general purposes.—A. It is not used for general purposes. You do 
not burn soft coal iu your house. Some of the minor grades of anthracite coal 
have latterly been pushed as steam coals. Up to within a few years those were 
all thrown on the dirt bank, as they call it Now we are going through the prob¬ 
lem of reclaiming the dirt bank, or shipping as much as wo can of the product of 
the mine to market, without sending any to the dirt bank. Those junior sizes 
are brought into the market and sold for a prico. 

Q. (By Mr. Coxukr. ) They < ompete with the soft coal, do they not?—A. They 
generally sell for less money. 1 do not see that there is any competition in that 
when soft coal is worth $3 50 and they sell that for $8. 

Q. Was it not proposed to use soft coal in the city of New York in manufactur¬ 
ing at the time of the strike? —A. Soft coal was used; soft coal is used in this town; 
soft, coal is used here constantly: a large amount of soft coal is used here. Soft 
coal can be burned here or anywhere else without making a smoke nuisance of it. 
The health code does not say anything about the nouuse of soft coal: it is only 
that it shall not be used so as to make it a nuisance to anyone. That is all that 
the section in regard to the burning of soft coal is: that it must not be used to 
make a nuisance. Soft coal can be burned. Soft coal is burned all over the 
United States, you might say. without being a nuisance. 

Q. Do you know what percentage of the product of the output of the anthracite 
mines is now used for steam pnrpos s? A. Perhaps 25 per cent. 

Q. Would it bo as high as 40 per cent?—A. No I don't think it would. Wo 
used to take about 40 per cent, but in the changes of the trade wo are gradually 
making domestic coal of pea coal that used to go into these small sizes and be 
thrown away or used for steam at the mines. Trade is changing continuously. 

Q. Well, if soft coal is used generally for steaming purposes, and some of these 
junior si/es of hard coal are sold to a man who uses it to make steam with, does 
it not come into competition with the soft coal'—A. 1-do not consider that they 
come into competition at all. I think they both have their use and value. I do 
not put them parallel, coming into competition with each other. 

Q. Do you think there is any connection between the prices at which the two 
kinds of coal are sold? A. The prices are regulated by the demand. That is all 
that you can say. Last fall the junior coals were in very, very short supply, 
owing to the strike. The strike lasted (5 weeks, our stock of small coal was 
eaten up. 

Q. Did not that circumstance increase the consumption and, naturally, the 
price of soft coal?—A. It made a demand for soft coal, and in some instances the 
price was advanced. 

Q. What is the present price of the domestic sizes of this hard coal at tide 
water; do you know?—A. About $4,25 wholesale. 

Q. And the roads get 40 per cent of that amount for the haul?—A. The railroad 
gets 40 per cent. 

Q. (By Mr. C. J. Harris.) That means delivered on the other side of the 
river?—A. Yes. 

Q. What other terminal charges are there to get it to New York and Brooklyn?— 
A. The terminal charges are covered by the rate of freight, as it is called, for the 
boatmen, whose boats go to the Jersey side and bring the coal over to New York 
and Brooklyn. 

Q. About how much would that charge be a ton?—A. About 20 cents. 

Q. (By Mr. Conoer.) You say the present price is about $4.25?—A. About $4.25 
wholesale; yes. 

Q. Do you know what it averaged last year approximately—is it higher now 
than it was a year ago?—A. No. 1 think not. I think I could make the statement 
that practically the average to day is about the average of last year. 

Q. Is it higher now than it was a month or two months ago?—A. No; two 
months ago there were some spot cargoes of coal selling for $5.50. 

U. Is it higher now than it was -say, five years ago—in 1895 or 1890?—A. Yes; I 
reckon it is, and it will be higher. 

Q. Have there been many changes in the past five years in the price of this coal 
at tide water?—Yes; prices have changed very much, indeed, even within a year- 
in a year’s time, that is; not within the past year, but within twelve months’ time, 
you know. 
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Q. How wide hag the fluctuation been?—A. Fifty cents at least, possibly 75 
cents. 

Q. Not more than 75— there has been 75?—A. I think so; Bay from the spring 
prices to the winter prices. 

Q. That change in the price has been on account of seasons particularly?—A. 
On account of the seasons. They all sell at low price in the summer. 

Q. How low a price have you ever known at tide water for coal?—A. Two dol¬ 
lars to $2.25. 

Q. You have known it as low as $2 and $2.25, as against $ 1.25 now?—A. Yes. 

Q. What reason do you give the commission for that radical change in price?— 
A. To reply to that question it is necessary to go back to the date of the auction 
sale in 1876, in Hanover Square, when they sold 500,000 tons of coal. The price 
began to go down, and the people had the coal at their own price. Coal was sold 
within half an hour after the sale was over at $1.50 advance by the people who 
bought it there. So that sale is no criterion. [In 187!) there was another low 
range of sales at auction.] 

O. That price, then, of $2 was an extraordinary price?—A. You asked how low 
coal was sold. Coal has sold as low as $2 a ton in this harbor, but a comparison 
between that price and $1.25 would hardly be fair. 

Q. What would be a fair comparison between the price now and that of twenty 
years ago v —A. 1 think they sold coal for $6 twenty years ago, during the whole 
season. 

Q. Six dollars at tide water?—A. Yes. 

Q. Perhaps 1 should have said twenty-two years ago; that was after this low 
period, or the period of low prices.—A. That was the period of low prices, due to 
overproduction—throwing too much coal on the market. 

Q. In your opinion the low prices ot twenty-two years ago were occasioned by 
overproduction?—A. Yes. 

Q. (By Mr. C. J. Harris.) What was the average price of the coal at that time 
compared with now, leaving out this -this auction salo; this one item?—A. Well, 
I venture to say we were getting from $4 to $5 a ton. 

Q. A bout the same as now?—A. Yes. 

Q. Has there been an improvement in the use of machinos in mining that would 
lower the cost of mining since then ■'—A. No; on the contrary the expenses are 
greater. 

Q. Do they use any coal machinery in mining in anthracite mines?—A. No. 

Q. The price of powder has materially declined since that time, has it not?—A. 
Yes; we thrashed that question over last fall. The pi ice was $2.75 some 20 odd 
years ago. Powder can be had now for $ 1.50 a keg. 

Is powder an important item in anthracite mining?—A. No, not a very large 
item. They use something like 1,500,01)0 kegs of powder, and about 4,000,000 
pounds of dynamite; they get out about 60,000,000 tons. Wo are working coal at 
greater depths to-day than 15, 20, or any other number of years back. We have 
more water to pump; we have thinner seams. 

(^. (By Mr. Kennedy.) You said the low pricos of this period you spoke about, 
when coal was sold in Hanover Square, were due to overproduction. Is the pro¬ 
duction regulated now so that there is no overprodin lion?- A. Do not think there 
is any regulation to-day at all. Sometimes I wish there was. It would keep the 
trade in better shape. Trade is always in better shape when the production is 
even aud the price is even throughout the year. If that could ever be done, if we 
could divide the tonnage into 12 monthly proportions, we should have trade 
in very much better shape. We are producing to day at the rate of somelhing 
over 60,000,000 tons a year. Last month and December we have been running at 
the rate of 5,000,000 or 5,250,000 tons a month. Well, the market won’t take 
60,000,000 tons of coal, so there must be some months during the >ear when we 
must reduce that production. Now, if you call t hat regulating the coal trade, 
there you are; that is all I can say. 

Q. Can you say how much difference there is between the price of coal now and 
the price in the recent years of depression—1803 to 1806 and 1807?—A. I think the 
market is in very much better shape so far as prices are concerned, but I think 
that condition is entirely due to the increased demand for coal. 

Q. I wanted to know if the price went down to anything like it was at this 
period you spoke about when the auction sale occurred'; if it was so low or if it 
remained comparatively steady and strong during those years of depression.—A. 
If we had agajn a period of depression, the price would be reduced, J have no 
doubt. In 1893,1896, and 189?, it was pretty slow business everywhere. 

Q- How much fluctuation is there in the total consumption ot coal between 
those years, for instance, as between a poor year—1893-04-95—and a good year 
preceding or following?—A. That is, in the consumption of coal for domestic 
purposes? 
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Q. Yes.—A. That is an economic question, isn’t it—a social economic question? 
It is very interesting, too. I have looked into it a good deal myself. I should 
think about 15 per cent. 

Q. (By Mr. Conger.) It might be well if Mr. Saward would say what the total 
consumption is now. approximately.—A. We are working to-day at the rate of 
60 , 000,000 tons a year; that is, of anthracite coal. That is the production. 

Q. And what do you estimate will be the consumption?—A. If we have a con¬ 
tinuance of the demand ot these last three months, it is all going to be burned up 
There is no stock on hand anywhere to-day. In addition to that you must under¬ 
stand we are producing about 180,000.000 tons of bituminous—just about three 
times as much. 

Yes: but you testified that the consumption of bituminous coal, in your 
opinion, at least was not affected by the consumption of anthracite coal.—A. It is 
not. One does not affect the other, practically. I only gave you that fact so that 
these gentlemen might not think that anthracite coal is “the only thing.” We 
get something else In sides anthracite in the United States. We have 240,000,000 
tons of coal this year, which beats Great Britain by about 15,000,000 tons. We 
have the greatest country m the world to-day in coal production, as we have in 
almost everything else. 

Q. Do we export any of this anthracite coal?—A. Our best outside customer is 
Canada, which takes about 1,500,000 tons. 

Q. I was referring to the European trade.—A. Across the water v No; we do 
not send any anthracite to Europe. 

Q. Do we have any export trade in soft coal?—A. We have. We are increasing 
very largely in soft coal. You can not send any anthracite abroad till you send 
people over there with stoves, and show them how to burn anthracite coal. 

Q. You testified the price now at tide water was about $1.25 a ton?—A. Yes. 

Q. Is that price practically uniform for the same grade of coal between the dif¬ 
ferent producers or people who have it to sell?—A. I understand it is. That is the 
price. 

Q. And the price is the same with all of them, practically?- A. For that grado 
of coal. There might he some discount—a few cents. 

Q. How is that price fixed? -A. A man comes to the office who wants to buy five 
cars of coal. “ What is the price?" he asks. The price is given lnm. He won’t 
give it. He then goes down to Tom Jones and inquires, “ Wbat is your price?” 
Perhaps he is told $4.25. He then goes back to the first man, if he feels like it. 
There is no such thing as fixing tin* price. 

O. The dealers will ask the same price, it seems?—A. Certainly they do. because 
eacn knows that his coal is worth the s.ime money as the other man's. 

C>. Do you think there is any unison of action there—any agreement between 
them?—A. I do not think there is any agreement between them. They understand 
the value of their product. One man is not going to sell his for less than the 
others, because he says his is just as good as the others’. I do not think there is 
any cast-iron agreement, or anything ot that kind. 

Q. Is there any tacit understanding?—A. You will have to ask some of the gen¬ 
tlemen connected with the business for that information. If they have any under¬ 
standing, 1 do not understand it to bo so—that there is any tacit understanding. 
Some of these gentlemen connected with these companies, if they were brought 
before you, might answer the question yea or nay. 

Q. (By Mr. Kennedy.) I have often read in the New York papers that there 
was an anthracite-coal trust, and I have heard people testify to that effect. You 
should be an expert in that subject, conducting The Coal Trade Journal, and I 
should like to ask you whether there is an anthracite-coal trust or anything that 
partakes of the character of a coal trust?—A. I do not know that there is. 

Q. Would you say that there is not?—A. Who are these gentlemen who testify 
that there such a thing as a coal trust? 

Q. Well, an independent producer is the gentleman I have reference to.—A. 
What is the definition of the word trust? 

Q. I will call it combination. I know yoor technical point there.—A. No; I 
do not want to ask you any questions there at all. I only want to use that means 
to enlighten you as well as some of the others who say that there is such a thing as 
a coal trust. Now, in order to have a trust or agreement there must be parties to 
the agreement. 

Q. (By Mr. Ripley.) Is it nbt true that a large number of the coal-carrying 
roads are owned by the same people?—A. It is true that a very great many of our 
rich people to day are interested as shareholders in the various anthracite coal-pro¬ 
ducing and eoal-carr\ing companies. 

Q. Are not the same men directors in a number of these companies?—A. To a 
considerable extent. You will find that the Vanderbilts and the Rockefellers, one 
and another, are interested in these various companies. 
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Q. Can you state which of the companies apparently have the same men as 
directors, so far as your knowledge goes?—A. You will have to get Poor's Manual 
and work up those details from that. I could not tell you offhand. 

Q. Is it not a fact that the Lehigh Valley, and the Erie, and the Reading, and 
the Central of New Jersey are supposed to be more closely united than the other 
roads?—A. There is where you get community of interest, in that several people 
are in those various enterprises; yes. If that is what you call a trust, combina¬ 
tion, there you are. I do not call it so. As I said before, I have known this trade 
about 40 years, and I have been running the paper 81 years, and I have seen trusts 
or combinations, one thing and another of that sort, too often. I do not call this 
anything like a trust or combination that we have to-day. It is not like we had— 
a little bit of ancient history—in 1874. Then there was a meeting; an agreement 
was come to that such and such things should bo done, and if other things were 
not done there should be a penalty. That agreement went to pieces of its own 
weight in 1876. 

Q. Was there not another attempt in 1886 or 1887?—A. It ran along from 1886 to 
1888. 

Q, Yes, and was there not another attempt mado in 1893?—A. No, no; 1891 and 
1892. 

Q. Under the leadership of what road?—A. Mr. McLeod tried to bring about a 
combination. 

(j. And what was the cause of the failure?—A. Invading the territory of some 
of the other railroad magnates when he crossed tho Hudson River. 

Q. Will >ou give m somewhat greater detail your opinion in the matter as to 
the causo of the failure of that attempt to consolidate the anthracite coal roads?— 
A. I do not think it received the financial support that Mr. McLeod expected; I 
think that was the primary reason. 

Q. If there had been sufficient financial support at that time, such a combina¬ 
tion might reasonably liave taken place 0 A. That was a combination that ran the 
price of coal up 81.7.') a ton inside of b months. 

Q. What was the relation between the roads, which took place in that combi¬ 
nation; was it in the nature of a purchase or a lease?—A. Those were leased roads 
at that time. 

(*>. What has taken place recently between tho Reading Railroad and the New 
Jersey Central? Have you any knowledge respecting that point?—A. As I under¬ 
stand it people connected with tho Reading Company have bought sufficient 
shares in tho Central of New Jersey to acquire the commanding interest there. 

Q. Has it been an actual purchase? Have they bought stock, or have they 
actually purchased the road?—A. No; bought shares of stock. 

Q. But leading virtually to the purchase of tho road?—A. The transaction might 
lead in that way. The man that owns tho stock owns the road, if he has enough 
of it. 

Q. In other words, would this meet the situation—that in 1893 they attempted 
to combine by leasing, and in 1901 they attempt to combine by purchase?—A. Sev¬ 
eral of these people have increased their holdings in all these other lines, and in 
that; way secured the control. 

(By Mr. Congee.) Such a community of interest between these railroads 
might be a very good reason for asking the same price for coal, might it not?—A. 
That would be. There will be no higher price asked for coal. It would be the 
greatest fallacy for these gentlemen to attempt to get any more money for coal 
than the prevailing price. 

Q. In other words, you think the present price is high enough?—A. The present 
price is a fair price. The present price is a profitable price. At the present price 
there is no danger of a decreased consumption unless thev strike a bad year. If 
they are so unfortunate three or four years hence to get back some of those bad 
years like 1893 to 1896, the consumption of coal will be decreased from natural 
causes; but there is nothing in the situation from the trade standpoint to warrant 
any advance in price, and there are very good trade reasons for saying the price 
should not be higher. 

Q. (By Mr. Kennedy.) Perhaps economic reasons will prevail, but if this com¬ 
munity of interest scheme is carried to a successful conclusion, will they not have 
it in their power to put on arbitrarily the very last penny that the public will stand 
for coal?—A. Now, I think I have answered that question in my own way. ‘‘The 
very last penny that the public will stand;” you putit in that way. Now, I said, for 
very good trade reasons they should not increase the price beyond what it is at 
the present time. So that I think you are putting it in one wav; and I put it in 
another. I would say no to that question; there is not any probability of such a 
course. 

Q. You say they would not have the power?—A. They might have the power, 
but they would not exercise it. 
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(Bv Mr. Ripley.) What proportion of the total tonnage is produced by the 
Reading road, can yon say, approximately?—A. Of last year’s tonnage it was 
about 21 per cent. 

Q. Is that greater or less than its proportion of the tonnage 10 or 20 years ago?— 
A. 0,1 think the Reading was running about 20 per cent even in those days. 

Q. Did it not run as high as 42 per cent on paperat. one time?—A. No; 42 per cent 
when they had that Jersey Central-Lehigh Valley lease, was it not? Not the 
Reading of itself. 

Q. Has not the allotment to the Reading, made 10 years or so ago, been at least 
as high as 00 per cent or 03 percent?—A. No; I have no such recollection; I don't 
think you could find confirmation of that opinion in the statistics. 

Q. Testimony to that effect was offered in 1892 before a committee of the House 
of Representatives.—A. That allotment must have included the Lehigh Valley 
or the Jersey Central. That is, when those roads were leased, you know. 

Q. Was there then any change in the relative proportion of the coal produced 
or shipped by the different roads?—A. There has been very little, indeed, in the 
last 10 or 15 years. 

Q. Have not some new roads come into the territory within the last 10 years?— 
A. Yes; wo have the Ontario and Western, and the Delaware, Susquehanna and 
Schuylkill. Those are two new roads. 

Q. Would the Erie and Wyoming Valley come in there?—A. Oh, yes; the Erie. 

Q. The Erie and Wyoming Valley?—A. That is a part and parcel of the Penn¬ 
sylvania Coal Company. 

Q. Yes, or was it sold at the time the Pennsylvania Coal Company was sold to 
the Erie Railroad?—A. I understood so. 

Q. And is operated by the Erie Railroad? -A. Yes; operated by the Erie. 

Q. You say the relative proportions of coal shipped by these roads is not chang¬ 
ing much at the present time?—A. It has not changed very much in all these 
years. 

Q. Suppose one of the roads were to ship more than the usual or customary 
percentage, what would happen? Suppose, in other words, that the Reading 
roads would begin to ship 80 per cent of the total output?—A. Thirty per cent, 
being entitled to 21 per cent? 

Q. What do you moan “being entitled to 21?"—A. That is the proportion of 
the tonnage: that is the way it works out. 

Q. Do you mean anything specific by “being entitled to 21 per cent?”—A. The 
coal shipments are divided up into percentages. 

Q. Is that division made at the present time?—A. Their proportion is, they say, 
21 per cent. 

Q. Whosays 21 per cent?—A. Well, I say that is the way it figures out. If you 
take last year's production, their tonnage is 21 per cent of it. 

Q. Is the Reading Railroad producing up to its maximum capacity? Could it 
not produce much more coal than it does at the present time?—A. You would 
havo to ask Mr. Luther, of Pottsville, that question; I wouldn't answer it. 

Q. Your statement is, then, that this proportion of tonnage to each road is purely 
a result of chance?—A. Not of chance at all. It is controlled by what they do in 
each year. 

Q. Whom do you mean by “they?”—A. The several companies. 

Q. They come together, then, and agree upon allotments?—A. No; there is the 
production last year of 47,000,000 tons; out of that the Reading gets 10,000,000 tons. 
That works out something like 21 per cent, and the others work up to their several 
percentages. 

Q. But it could produce more?—A. It could produce more; it has the colliery 
capacity. 

Q. You think the-anthracite properties generally could produce more coal than 
they do?—A. Yes; they could all produce more. 

Q. Suppose any one of them should attempt to produce more than the allotted 
proportion what would happen? Would there be any safeguards for the other 
roads? Suppose, in other words, one of the roads should attempt to double its 
output in a given year?—A. Don’t ask such foolish questions as that. Why should 
they attempt to double the tonnage; they can’t sell more than so much coal? 

0. So much is sold as a total in a year, but one company might increase its pro¬ 
portion of that total, might it not?—A. Do you mean to ask whether a given com¬ 
pany has the capacity for doing more? 

Q. Certain of the roads have come into the field in the last ten years and have 
built up a trade of their own, have they not? You mentioned the Ontario and 
Western.—A. They have taken care of the increased tonnage that has been 
demanded. 

Q. (By Mr. Conger.) You say these roads could produce more co$l; why don’t 
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they do so?—A. Because they can't sell at a profit. Why, it is like that chapter in 
Henry George's Political Economy where a man sells 100 things for one price, and 
if he increases the quantity by 10, the increase has an effect not only on that 10, 
baton all the rest. I have noticed it many times in the last number of years when 
they produced too much coal. 

9. (By Mr. Kennedy.) It would look as if there was an agreement, then, if 
some of them did not produce up to something like their maximum producing 
capacity, to keep the production down?—A. I gave you information on that point. 
I said that during this month and last we hat e run at the rate of (10.000,000 tons a 
year, and when it comes summer lime we will havo to reduce. We can not sell 
00,000,000 tons at any price in this market. 

Q. (By Mr. Ridley.) What do yon mean by “ their tonnage," referring to the 
Reading company?—A. Their proportion or percentage that has been divided in 
the course of years, 201, 20?, 21 1, 20.1, or what it averages for 3 years. 

( 0 . Does the Pennsylvania Railroad participate in a proportionate arrangement 
of that kind?—A. Never. 

Q. Why not?—A. I do not know. 

Q. Can*you give any answer why it doos not';—A. Simply because it has boen a 
free lance. 

Q. Free lance against what?—A. Against tho rest of them. 

Q. Has their proportion remained fairly constant? -A. I think so. 

<J. About what figure?-A. About 10 per cent: !», 10, 10!, 11. 

Q. Is it not true that at various times when the companies did agree formally 
upon prices, that tho Pennsylvania Railroad relused to accede to such an agree¬ 
ment 1 ' A, I think you will find they have always refused. 

Q. Always stayed outside of any agreemi nt? The agreement, then, between 
roads as to such allotments and of prices which wore formerly mado does not 
exist?—A. I do not know of any agreement at tho present time. 

9- But there was one formerly, say 10 years ago?—A. Yes; we have had several 
in the last 30 years. 

Q. (By Mr. C. .1. Harris.) Has there boen an increaso in tho price of coal—an 
unusual increase in tho price of coal in tho last 5 months—1 or 5 months?—A. 
Eliminating that period of (lie striko and shortly after it. No. 

Q. Are prices about whore thoy were last winter at this same period of time?— 
A. I think so. 

Q. I should like lo ask if you know anything about tho condition of labor in tho 
anthracite mines?- A. At the present time, since tho resumption of work after 
the striko, labor has been better employed at the anthracite mines than at any 
time during the past 20 years. There has been more constant labor, the wages 
received have been better, and the outlook is for a continuance of such good con¬ 
ditions during tho present year, with the possible exception of a little less demand 
during the summer months of July and August, as usual. 

Q. (By Mr. Ru'i.f.y.) llavo you any data as to the cost of the production of coal 
at tho mine mouth in different parts of that territory?—A. No; I have not. I have 
seen so many statements in the last 30 years that it is hardly worth whilo to make 
an answer to that question. 

Q. Aro not some of those figures published in the companies’ reports?—A. I 
think there are figures published in these reports; but if so, you can divide tho 
amount of dollars of tho cost by tho number of tons produced and thus get a cer¬ 
tain figure as to the cost per ton 

9- You havo reason to suppose they are reliable?—A. I think all such reports 
are misleading, whether a man makes his price $ 1.10 or $1.01, or any other price. 
It is so because I do not think that they charge up against the mining cost all the 
items that should go to it. 

9. Yon mean, in other words, that certain items which aro charged against the 
mining cost really belong to the railroading cost, or vico versa?—A. No; I think 
it would bo directly the other way, that certain items liavegono into the improve¬ 
ment accounts that ought to go to the actual cost account. 

t?. Will you specify, not by name or particular company, but by naming the 
item for tho sake of the record?—A. In some of these statements when yon find 
people inclined to talk about what they havo done in tho past years, and so forth and 
soon, they make the cost all tho way from SI. 10 to $1.04. I have seen other people 
make it from $3.10 to $2,40. One might bo a first rate year and the other a 1 ad 
year; one man would charge up one thing to an account and another man nothing 
to this account, 

Q. Can you state what proportion roughly of the cost of coal is due to labor at 
the mine mouth—a mere approximate figure?-A. A ton of coal in a car under¬ 
neath the breaker ready to bo shippod to market, what proportion labor is getting 
out of that price, whatever it may be? 
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Q. What proportion of the cost of producing goes to wages?—A. Eighty-five 
per cent. 

Q. And what increase in the price of coal has taken place since the strike last 
year?—A. Increase in price? 

The price of coal is higher at the present time than a year ago.—A. Higher 
than it was before the strike? 

Q. Yes.—A. September was a low time. We had gone through July and 
August, and the strike was started on the l?th of September; we were at a low ebb 
of prices. Then we had a strike and the strike put up the prices. 

Q. How much?—A. Two dollars. Coal sold here at $0 owing to the scarcity, 
etc. People bought it at $4 or less, and sold it again at $6; but after the strike 
was over and there was a resumption of work and tonnage came through rapidly 
the price was perhaps 50 cents a ton better than it had been during the months of 
July and August. 

Q. Better than it had been during the corresponding months of preceding 
years?—A. No; 1 do not think quite up to that point. 

Q. Is it higher this February than one year ago at this time?—A. I think it is. 

Q. By about how much?—A. Twenty cents or 25 cents. On the general con¬ 
ditions, I will say about 25 cents better. 

Q. And what proportion of that increase of 25 cents is due to the fact that wages 
are higher?—A. Take 85 per cent at the mine; the increase in wages was from 13 
to 10 cents a ton; so I am not very far out of the way. I said 85 per cent; you 
might modify that a little. But you know in addition to the wages of the miner 
you have a great many other items that go into the cost per ton. Now, here is a 
question of employment in your plan of inquiry; “the number of children em¬ 
ployed;’’ who said there were any children employed? 

Q. (By Mr. C. J. H \hius.) Well, what do you say—aio there or are there not?— 
A. The law of the State of Pennsylvania says that no one should go below ground 
who is less than 14 years of age. 

Q. Well, are there c hildren employed over 11 years of age?—A. Below ground? 
Boys? Yes; but very few. They are simply door boys. 

Q. (By Mr. Conner. ) Considerable of this hard coal is shipped West, is it not?-— 
A. No. You can not say “considerable;” 10 per cent is not considerable. 

Q. Is that all that is shipped West?—A. Yes, sir. 

Q. Is not Buffalo quite a market?—A. 2,000,000 tons are the figures tor the year. 

Q. Are you familiar with tho prices of coal at these Lake Erie ports?—A. Yes, sir. 

Q. Summer prices there are usually lower than late fall and winter prices?—A. 
Yes. 

Q. About a third difference, is there not? -A. The same difference that prevails 
round about here: 50 cents a ton is the range. 

Q. Usually 50 cents a ton?—A. Yes. 

Q. Now, about what t ime does that change, or the increase in price, usually take 
place—the 1st of October?—A. The 1st of October, call it, last year; but we had a 
strike last year. 

Q. That interfered with the regularity?—A. Yes; upset the regularity. 

Q. Is it or is it not a fact that when the increase from summer to winter prices 
on coal takes place it takes place with all dealers and all producers on the same 
day?—A. No; I am sorry to say it does not. There are a lot of “suckers” out 
there that don’t change their price. They have a lot of old orders on their books. 

Q. (By Mr. Kennedy. ) Don't the dealers in tho distant cities receive word upon 
the same day—all of them—that the prico has changed?—A. Oh, yes; there is a 
circular issued—a circular that prices are so and so. Why, there is some coal 
going up there now that they claim was sold last summer. 

Q. (By Mr. Conger.) Who makes this claim, the dealer?—A. The dealer. 

(J. Is this dealer you refer to acting independently or acting for a producer of 
one of the railroads?—A. I guess ho is acting for himself. He does not give the 
producer a chance. He claims he has contracts at ’ast year's prices which are still 
good. 

Q. Is it or is it not a fact that on a certain day all of these producers raise their 
prices to the wholesalers and to the jobbers? Is it not usually the case that the 
increase from the summer to tho winter price takes place with all producers at a 
fixed day?—A. Circulars are issued by one and another, and if you are a dealer in 
town, the first or second mad alter the first of the month you are apt to get a half 
dozen circulars and the prices quoted will be all alike. 

Q. How can yon explain this uniform action if there is no agreement?—A. Oh, 
I don’t know. It is the advance in civilization. I guess. Possibly it is the hyp¬ 
notism that prevails—the unity of minds; all think alike. I do not know hut there 
is a telephone that might be used by somebody to ask, “ What are you going to 
ask for coal? I have my circulars all at the printer’s, and I am ready to send 
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themout. 1 am going to ask so and so.” “AU right,” might bo the response; “I 
will ask the same. ” 

y. (By Mr. Kennedy.) Community of interest fellows, they are?— A. Yes; there 
is a mutuality of interest. 

Q. (By Mr, Conoer.) You would not call that a combination, however?—A. 
No; I would not call that a combination. I'll tell you why I would not call it a 
trust or anything of the kind - because there might be somebody who would say, 
"No, I won't put up my price; buyers all go somewhere else.” Such things have 
been known even within the last twenty months, 
y, (By Mr. Ripley.) Can you specify a time at which that happened within the 
last twenty months?—A. No; 1 do not recall a specific time at which that hap¬ 
pened, but as a getieral thing there have been times when dealers wanted to put 
the price up and it would not pay to put it. up. 

Q.' That is, those who wish to raiso the prices have to keep at level with those 
who refuse to raise?—A. With those who refuse to raise. 

Q. And has the Pennsylvania company always refused to go into such an 
arrangement? -A. Yes; I think the Pennsylvania has always been on the outside, 
as the saying is; but there are shippers down here who have coal to sell, and they 
generally come pretty near the market. 

Q. (By Mr. Cosher. ) This communication by telephone or wireless telegraphy, 
whatever you might call it, answers the same purpose as the combination would, 
does it not?—A. It seems to be a wonderful invention; it beats writing on a piece 
of paper and putting a signature to it. 

Q. In what way does it beat it?—A. No record kept. 

Q. Iu other words, it there were a record kept, would it lie an illegal combina¬ 
tion. conspiracy, or something of that kind?—A. So construed by a good many 
lawyers in Congress, yon know. 

y. It might lie conspiracy in restraint of trade?—A. It might be. 
y. But if it is done by telephone or wireless telegraphy it is not? That is the 
advantage, I suppose. 

(Noreply by "the witness.) 

y. If this uniformity of action did not take place, in your opinion would not 
the price of coal be less? In otiior words, there probably is not free competition 
at all times now. is there? They do not cut each other's throats very much at the 
present time?—A. No; they are not cutting each other’s throats. It is a good 
thing they are not. If there was not some understanding as to what this coal 
should sell at, the consequence would lie ruin—ruin to the State of Pennsylvania, 
to the principal industry of the State, ami to the mining and shipping of anthra¬ 
cite coal. The railroads would go into bankruptcy, once more in the hands of 
receivers. The Reading has been in the hands of the receiver soveral times within 
my knowledge, simply on account of that freo and open market that people are 
talking about. 

y. You do not believe in a free and open market?—A. At the time coal sold at 
$•2.00 that was a free and open market. We had a combination then, but the 
parties to it could not agree. Home fellow was shipping more than his tonnage. 
They said, “All right: we will find out what the market price of coal is.” and they 
putit up at auction. They found out what the price was. it was only that price 
for half an hour. As I said, it afterwards sold—the same coal—at an advance of 
$1 and $1.50, and the market price of coal that day was not really $3,00, but $0.50. 

y. I will have to ask you what was the market price that day?—A. It was the 
average price obtained for the whole lot—nearer $3.25 than anything else. 

y. Your idea is that the fact of these coal roads going into tim hands of receiv¬ 
ers. as many of them did a few years ago, was caused by competition, by this free 
and unrestricted competition wo hoar so much about, and that this competition 
is not a good thing?—A. Not a good thing. How many times has the Reading 
been in the hands of a receiver in the last ten years? 

Professor IllPLEY. I snould say, on a guess, you are right in your estimate of five 
or six times. 

y. (By Mr. C. J. Harris, ) Was that condition entirely caused by the low price 
of coal?—A. I think so. Coal was their principal tonnage-anthracite coal. 

Q. But was not the road overcapitalized?—A. It has not paid a dividend in a 
great many years, so it wou d not be from paying out dividends. 

y. The road might be overbonded or overstocked?—A. As long as it doesn't pay 
any dividends, why, you can't say it is due to that causo. If they had been pay¬ 
ing, as some of these people were paying, 15 per cent dividends, 12 per cent divi¬ 
dends, long years after I hey ceased to earn such, then you might say that it was 
due to that sort of thing that they failed, 
y, (By Mr. Ripley.) Are there not a number of these roads that hold territory 
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(or future development, and which they are not mining at the present time?—A. 
Not a number of them. 

Q. Not a number of thorn? For instance, the Reading Railroad in the Schuyl¬ 
kill region. Is it mining from all its extent of territory?—A. That company has 
coal for 100 years. 

Q. When was that land purchased?—A. In the seventies, I think. 

Q. And it has been undeveloped, a large part of it, since that time? 

(No audible response by the witness.) 

Q. What has paid the interest charge on carrying that amount of undeveloped 
property? 

(No response by the witness.) 

Q. Has that holding been an influence in putting this road in the hands of a 
receiver—the carrying of such a large amount of undeveloped land with a debt 
on which it has to pay interest?—A. You u*....' to say they issue bonds to pay for 
that property? If they issued stock they would not have to pay any interest, 
would they? 

Q. 1 asked you the question.—A. I am asking you another. 

Q. Did they issue any security, either stocks or bonds, for the purchase of those 
com lands?—A. They must have issued bonds for it; they must have issued some¬ 
thing for it. 

Q. And is not that land carried at the expense, to some degree, of the present 
consumer of coal? In other words, is nut the preset!? consumer of coal paying the 
carrying charge on the investment for the next one hundred years?—A. You might 
say yes to that question; then the next thing to be answered would be, How much 
docs that amount to per ton? or else it is not a fair question. 

Q. Have you any means of judging?—A. No, I have not; but I should think it 
was not very much. 

Q, Can you state what tho debt of the Reading Railroad is at the present time, 
approximately?—A. I think its stocks and bonds approximate about $150,000,000. 

Q. And can you state about what proportion of the total coal territory of the 
Reading road is being developed and worked at the present time"—A. I can not; 
because it is working out some of its territory every day and every year. Under¬ 
stand, coal does not grow; we’vo got to have it for the future, Ten years hence 
some people up in the northern district won’t have a pound of coal; then yon will 
be glad the Reading has it. 

Q. Are there any other companies carrying undeveloped coal lauds at tho oxpense 
of present earnings?—A. To a very small degree. The Reading has by far the 
^T6&t6st bulk 

Q. When was that purchase of land mado as a whole?—A. I think it was made 
in the early seventies, under Mr. Gowan. 

Q. Were any further purchases made to any large extent under the management 
of the years lSKOand 1893?—A. Very little indeed; very little. 

Q. Is that coal in tho southern territory as accessib’e, and can it be mined as 
cheaply as coal in the Wyoming region -—A. No. 

Q. And for what reason?—A. The coal lies deeper. 

Q. Is it of equal quality?—A. The best quality of coal in the world is right 
around there in the middle of that green patch [referring to map]. 

Q. In tho Schuylkill region?—A. Yes; there's hard, bright coal down there. 

Q. And why was the development of individual operation so much less marked 
than in the northern territory? You say the coal is of better quality?—A. The 
operators came in afterwards, after this lower territory had been acquired. 

Q. But it is impossible for any coal lands to be procured in that southern terri¬ 
tory at the present time; they are all bought up?—A. The Reading bought out the 
individual operators down there. 

Q. And it carries those lands til the present time as an asset?—A. Yes; I think 
it has a good one. I would like to have it. 

Q. 1 agree with you perfectly. The question is as to what pays the interest on 
the debt contracted for it?—A. The interest cost per ton is not very much on that. 

Q. (By Mr. Conger.) How much would it be, a few cents or a dollar?—A. A 
few cents. 

Q, How much would it be approximately?—A. I should say not 5 cents a ton. 

Q. (By Mr. Kennedy.) Then the public pays that charge, on each ton of coal— 5 
cents?—A. You might say they pay that, and might economize in some other way 
to offset it. You can’t run a scheme cheaper than the Reading is running its 

Q. (By Mr. Ripley.) You say the debt of the Reading is approximately 
$150,000,000?—A. I think so. 

Q. At 4 per cent the interest would be about $8,000,000 a year?—A. Yes. 

Q. What is the total coal output of the Reading, approximately, at the present 
time, the total tonnage hauled?—A, Do they carry coal altogether? 



F. D. SAWABD;—ANTHRACITE COAL BUSINESS. 519 


Q. No; I ask concerning their shipment of hard coal?—A. They carry about 
15,000,000 tons of coal of all kinds. 

Q. And you say that 36,000,000 a year is required to pay the interest charge on 
carrying the lands?—A. That is what you said; they have a debt of $100,000,000; 
that includes a lot of stock that does not pay any dividends. 

Q. I was simply trying to g-t at tho relative burden.—A. According to that you 
have 50 cents a ton on hard coal; but what else do they do? They carry 12,000,000 
passengers; they carry 30,000,000 general freight; they carry about 5,000,000 tons 
of bituminous coal; so you can't throw all that expense on the hard-coal business. 

Q. (By Mr. Kennedy. ) You made a statement a while ago that I think was a 
little bit astonishing to most people, perhaps, that there is no such thing as com¬ 
petition between soft and hard coal'?—A. Yes. 

Q. Did you read an article in the New York Times a week or ten days ago, by 
somebody writing under the nom de plume of “ J," on that subject"—A. I said in 
my paper that he was a “ jay" in more ways than one. 

tj). (Continuing. ) I wanted to ask if there was any truth in tho statement the 
writer made that the great magnates are acquiring an interest in the soft-coal 
roads so as to control the production of anthracite coal"—A. Yes; I know tho fel¬ 
low that wrote that story. It is one of those things the air blows back atid forth. 

Q. Would you care to say whether you believe the interests ol the public and the 
coal producers will be subserved by a community-of-interost arrangement between 
the different coal roads, by which they will have an understanding us to what the 
production shall be?—A. 1 think the interests of the public will he conserved far 
better tban they ever were before. Put that on record to the fullest degree. We 
will have more regularity, better and more even conditions than we have had. 

Q. (By Mr. Conger.) Do you think the public would have to pay a lower or a 
higher price for coal?—A. I have covered that, i said it would be no higher. 

6. No higher than at present, yon said?—A. The present is not a high price for 
coal. 

Q. By what standard do you measure when you say that the present, is not a 
high price for coal? Would not tho public bo better oil' if it could buy for $3.35 
instead of $4.25?— A. How many tons of coal do you burn a year? It does not 
amount to anything—all those tilings have come up from time to time. The pres¬ 
ent is not a high price for coal compared with the price of 5.10, 15, or 30 years 
ago. The price will probably be reduced after the 1st of April for the summer 
trade. 

(j. You think the present price of coal is not high compared with its cost?—A. 
I do think so; it is not a high price. 

y. (By Mr. Kennedy.) I would like lo ask if there are anthracite deposits to 
any considerable extent in other parts of the country than Pennsylvania?—A. No. 

6. Are there anthracite deposits in Colorado?—A. Yes; I think there is some 
coal in Colorado. I think they dug out some 00,060 tons last year. 

Q. Do you think tho area is very small?—A It is very small, indeed. 

Q. (By Mr, Ripley.) Does any anthracite coal go'to the Pacific coast?—A. 
From here? 

Q. By water?—A. Occasionally a cargo. Omaha is about our farthest western 
point. 

Q. (By Mr. C. J. Harris.) Have you any further observation or testimony that 
you would like to give ns before you go?—A. No; 1 think not. I think we have 
run along on this subject pretty thoroughly. We have not followed these ques¬ 
tions, but still, at the same time, we have given the essence of answers that might 
tie made to them, although not ill categorical order. The anthracite trade is an 
enormous trade, and it has gone through a great many hardships since the time 
that wo mined, say, 10,600,000 tons of coal a year. Some people have made a great 
deal of money; there have been a great many other fortunes lost; people hung on 
too long. The best man to-day in the trade is the land owner. He sits by and 
does nothing, and gets his 35 cents a ton royalty, That is very largely paid in 
that upper district there where you see all those patches [referring to map|. 

O. Is labor adequately compensated in the anthracite region?—A. 1 think so. I 
talked with men above ground and under ground during that last strike. I made 
it my business to be there and talk with them, and as long as they get full work at 
good prices they are satisfied. 

Q. (By Mr, Kennedy.) Have they fnll work?—A. That is, work such as they 
are getting to-day. 

Q. (By Mr. Ripley.) They don't work six days in a week, ten hours a day?— 
A. They tell me they can't work six days in a week and stay at it many weeks at 
a time. Coal mining is hard work; they don't want to work three hundred days 
in a year. They can't do it. Two hundred and fifty days is about right. 
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Q. Do they work two hundred and fifty days?—A. They have not averaged two 
hundred and fifty days, hut they probably will now, 

Q. (By Mr. Kennedy. ) Have not two hundred days been about the average'?— 
A. Two hundred, two hundred and ten; some two hundred and fourteen; some 
even more than that number; others less. Some of them ran down as low as one 
hundred and seventy-four, I think, last year, and others ran up to two hundred 
and forty-four. 

Q. Do you look with approval on the work done by the United Mine Workers’ 
in that region within the last year?—A. I think they were very largely right, very 
largely right. Mitchell did whnt nobody else could do, that all ot theso presidents 
never were able to do—brought about absolute cessation of work in order to restrict 
the prodnction. All the joint agreements ever made never brought about such a 
result as he brought about, 

Q, How does his work tend to restrict production?—A. Didn’t lie order the men 
all ont? He got them all out—150,000. 

Q. Do you mean to say that the railroad presidents have tried to do that in the 
past and could not succeed?—A. They tried to agree among themselves that they 
would not work this week or that, and there was generally some “ hocus pocus ” 
above ground or below, and days they were supposed not to bo shipping they were 
getting coal ready, and when it came time to ship they shipped as much in one 
day as ordinarily in two. 

Q. Do you believe in arbitration in disputes between labor and capital?—A, Yes; 
I have advocated it thoroughly for the last thirty years. 

Q. Do you think when the interest is largely public, as in an affair of that kind, 
that both sides should be compelled, if they will not do it voluntarily, to arbitrate 
their differences?—A, Where does the public come in in that? 

Q. Is not the public a great sufferer when the production of a great article like 
coal is shut off and the prices go sliding skyward?—A. It is. 

Q. Has it not a great interest then?—A. I don't think the public bad very much 
interest in this laBt strike. I think the people to fight it out are the people most 
directly concerned. They don't want to bring in a third party. 

Q. Is not the third party the entire American people in matters of that kind? 
Did not the prices go np 25 cents a ton on the people as a result ot that strike?— 
A. The price went up 25 cents a ton as a result of the strike. That means that 
labor is the cause of the increaseo cost to the American public. 

Q. (By Mr. Ridley.) But the companies receive the same return that they did 
before?— A. Net. 

Q. Net or nit?—A. I think so. [Laughter.] 

Q. (By Mr. Kennedy.) I would like to get your opinion as to whether both 
sides should not be compelled to arbitrate if they will not do so willingly?—A. 
Why, I don’t think you could legislate on that subject. 

Q. They have legislated on it m New South Wales, have thoy not?—A. Com¬ 
pulsory arbitration would not be worth a stick at all. You have got to take tlio 
men on both sides. I have seen them, the operator on this side of the table and 
the men on that side of the table, about the right width so they couldn't hit 
each other, and they generally stay there for about three good sessions. At the 
tirBt meeting thoy may almost come to blows; the second thoy sober down a bit; 
and the third time they straighten it out. Mutual concessions are made on both 
sides of the table, and the thing is done and carried forward and made good for a 
year or two. They had a session at Indianapolis during the current month; there 
were 200 people present there representing the soft-coal interests of the country. 
The dispute is all settled pleasantly for another year. 

Q. I don't know but that 1 gather the idea from what you said that the railroad 
presidents were much gratified to have Mr. Mitchell bring about that shut down?— 
A. I think they are gratified at the result. 

Q. Did they have any gratification during the stiike and previous to the strike 
over the prospect?—A. No, they did not; it was the contrary, a good deal of bad 
feeling. 

Q. Could not the result of that strike have been advantageous to the men as 
well?—A. Yes, it has been of great advantage to the men; they are getting more 
money, and they are getting steady work, and they were relieved of some of those 
conditions that existed there in regard to the powder charge, and so on. 

Q. Are practically all tboanthra; ite miners in the union at the present time?— 
A. I think Mr. Mitchell claims now he has about 80 percent of the actual workers 
in it. There are about 140,O00people altogether. Of course there are a great many 
hoys that naturally would not drift in, can't, on account of age; so il you take 80 
per cent you have practically all the mine workers in the anthracite district. 

(Testimony closed.) 
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TESTIMONY OF MR. JOHN C. HADDOCK, 

Independent anthracite-coal operator. 

The special subcoromission met at 10.50 a. m., Mr. C. J. Harris presiding. At 
that time Mr. John C. Haddock was sworn as a witness and testified as follows: 

Q. (By Mr. C. J. Harris.) Mr. Haddock, will you give us your full name and 
your address, and state the position you occupy?—A. My name is John 0. Had¬ 
dock. my address in Now York is No. 1 Broadway, and I am the president of 
the Plymouth Coal Company. 

t*). How long have you been engaged in the anthracite-coal business?—A. I have 
been identified with the business since 1806, and engaged in the minining of coal 
since 1878. 

Q. We would like for you to go on and give to the commission, in your own 
way, the position of the independent antliracito-coal operators. I would ask you. 
first, about what proport; <n ot the anthracite-coal mining is done by the independ¬ 
ent operators?—A. It is a very difficult thing to determine just what is an inde¬ 
pendent operator. I make t hat answer, not with any desire to evade your question, 
but in order that we may treat the matter accurately. Tho independent operator— 
I mean by that, the operator who mines Ins coal and sends it into the market, sell¬ 
ing the coal himsolf or having the coal sold for him—represents to-day a very 
small percentage of the anthracite production. I think the majority of the inde¬ 
pendent operators or mining companies dispose of their coal under purchase con¬ 
tracts to tho various railroads tributary to their operations. So, if you wish to 
know how much coal is mined by all the independent mining companies—I mean 
companies without anv railroad ownership—that is one thing; and how much coal 
is being shipped to tho market and sold by the independent operators, that is quite 
another thing. 

tj). (By Mr. Conger.) Suppose you give us, Mr. Haddock, those two different 
items. A. If you will defer those questions, as they are questions involving facts 
and figures, I think it will be possible to get that information for you. Now, it 
will be simply a guess. 

Q. If you could toll us now, approximately, your testimony could bo submitted 
to you; and then if you desired to correct or submit tho exact figures you could 
do that later.—A. Owing to the recent changes, it would be simply a wild guess. 
If you would let the matter rest that way, 1 think it would be much more satis¬ 
factory to you and more satisfactory to me. 

Q. (By Mr. Ripley.) For instanco, what are some of thos„ recent changes?— 
A. Well, about two years ago the independent operators projected a new railroad 
from the Lackawanna regions to tide water. 

Q. At what point?—A. 1 do not remember. 1 doubt very much whether that 
was given out—just what point. But they felt that it was impossible to get rea¬ 
sonable rates of transportation, and that there was enough in the prices asked for 
tho carriage of coal to justify the building of a new road, and they secured a charter 
and made a rathe r vigorous attempt for the road’s construction. They had a cer¬ 
tain amount of tonnage pledged \» it. If 1 remember aright, it was known as the 
New York, Wyoming and Western Railroad. 

Q. (By Mr. Conger. ) Was that road over built?—A. No; the parties who had 
pledged tonnage to the support of it sold tlioir properties to what is known as the 
Temple Iron Company. If I am advised correctly, the Temple Iron Company is a 
syndicate that has been made up of the various railroad companies—the anthracite 
carriers—and the road was not built; for the reason, of course, that this tonnage 
had been secured. 

(,). (By Mr. Ripley.) Was that the road projected along the line of tho Dela¬ 
ware and Hudson Canal?—A. No; that was a later effort. 

t*>. You will speak of that later?—A. It comes in this connection. When this 
enterprise that I have spoken of, namely, the New York, Wyoming and Western, 
was abandoned, then some of the remaining operators saw an opportunity of con¬ 
structing another railroad to tide water, and they secured the bed, as a right of 
way. ol the Delaware and Hudson Canal, and that enterprise received the coop¬ 
eration of one of our strongest companies, that is, the Pennsylvania Coal Com¬ 
pany, and that passed, yon know, by a recent trade here into the hands of the 
Erie, and, of course, it was abandoned. 

Q. (By Mr. C. J. Harris.) What was the object of these operators inaugurating 
new roads?—A. The object was to get through rates for transportation, or to get 
higher prices for their coal. Many of us looked upon the building of new roads 
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as an economic waste. We felt that it would be wiser and better, in the long run, 
for the trade to insist upon having reasonable rates for transportation. 

Q. Were the rates that the railroads then in existence were charging unrea¬ 
sonable, in your mind?—A. Certainly. The fact that they were was the reason 
and the justification for the building or projecting of these new roads. 

Q. (By Mr. Ripley.) Had those attempts anything to do with the present 
promise of an increase of the percentage, paid to coal operators, to 65?—A. Un¬ 
doubtedly. 

0. That increase is contemplated, you understand?—A. Undoubtedly. 

Q. And will go i:> force before a great while?—A. That 1 do not know. The 
presumption is that this higher price that the companies agree to pay for the coal 
will be inaugurated .'•umetime in the near future. 

Q. (By Mr. Kennedy.) Could you dispose of your production to the railroads 
at 60 | m cent of the tide-water price-—A. That is the price that has been paid for 
the coal generally, over smee .vliat is known as the McLeod combination. Mr. 
McLeod, in or<!;r to satisfy the individual operator., who at that time were pro¬ 
testing very vigorously against the rates being charged for transportation, made 
arrangements, or rather the Reading 'ompany at that time made arrangements 
to buy coal of the individual operators, paying therefor 60 per cent of the tide¬ 
water price -that .s, on prepared sizes. 

Q. Could you dispose of your production to them at that figure?—A. I presume 
that I could 

Q. Do you nnd it more profitable to bring your coal here in their cars and dis¬ 
pose of it /ourself?—A. I would havo received better results had I disposed of the 
coal to the company. 

h). (By Mr. C. J. Harris.) When I asked you what proportion of the coal is 
mined by the independent operators I wanted to know, in a general way, something 
of what the force of the independent operators is whethe. it U 10 or 2(> per cent 
at the present time, or 3 p v cent; whether it is of considerable magnitude or very 
small. I did not wvnt the exact percentage. I wish you would state to the com¬ 
mie lion now about the amount of coal —A. (Interrupting .) It has beeu claimed 
that the independent operators or mining companies represent about 30 per cent. 
But those figures, >ou understand, are subject to correction. 

Q. Another thing L want to bring out is this, Are the independent operators 
growing fewer and fewer each year?- A. Oh. yes. 

Q. And the present tendency is for the coal to be mined by the coal companies 
affiliated with the railroad companies?—A. Yes. 

Q. And that becomes more and more the case every year?—A. That has been 
the record of the past. 

Q. (By Mr. Conuer.) Mr. Haddock, what was the percentage of the anthra¬ 
cite product that was mined by independent company's, 3ay two years ami a half 
ago, before this road of which you speak was projected? Was it larger than 30 
per cent?—A. I could not answer that question offhand. 

Q. (By Mr. Ridley.) Were those sales which have been going on of inde¬ 
pendent operators to the railroads entirely voluntary, so far as your knowledge 
oxfcends? That is to say, do tho operators sell out willingly to the railroads, or is 
the selling a matter of compulsion?—A. Well, I gather that from the prices some 
of them received it was a voluntary disposition on their part. 

Q. It was more profitable to sell out to the companies than to operate?—A. Oh, 
certainly. That is, I am simply now venturing that opinion on the information 
that we get. 

Q. Ana that would still remain, perhaps, if an increase of the percentage to 65 
were put in force. Would not that be an inducement to the individual operator 
to continue independent?— A. You can readily see that at some of the prices paid, 
if the properties represented a very large amount of money, the big prices were 
very influential with many of the operators, making them secure against the 
hazards of mining and against the hazards of business. 

Q. In what part of the coal fields is tho larger proportion of the independent 
operators at the present time?—A. There are rather more of the independent oper¬ 
ators in the northern field th/m in the Schuylkill regions. 

Q. Has the larger proportion of absorption of these independent operators taken 
place in the northern field during the last few years?—A. I should say yes. 

Q. Are there very many independent operators still remaining in the Schuylkill 
field outside ot railroad control?—A. I think not. 

Q. And what is the situation in the middle field—in the Lehigh region? That 
map [referring to map of the yarious coal fields], if it is correct, would tend to 
indicate that there is a fairly large proportion of independent operators in that 
field?—A. I should say there have been many changes in the Lehigh field. 

Q. Is that partly because, perhaps, the Delaware, Susquehanna and Schuylkill 
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road, which is largely a mining company, operates through that territory? In 
other words, can yon explain the difference in the movement, the tendency toward 
absorption, in the different parts of the coal fields?—A. Well, so far as Schuylkill 
County is concerned, the work of absorption began in the early seventies by the 
Philadelphia and Heading Railroad, and that company was driven to it, strange 
as it may seem, by the action of its competitors. 

Q. (By Mr. Com;ho) What action on the part of competitors do you refer 
to?—A. I mean at that time Mr. Gowan, who was president of the company, did 
not believe that a railroad company should be engaged in the mining of coal; but 
his competitors were coming down into bis territory and were acquiring coal prop¬ 
erties. 

<^. (By Mr. Ripley.) Do you refer to the New Jersey Central?—A. No; lam 
speaking now of the Philadelphia and Reading. 

Q. I mean the competitors who were coming m.— A. Yes: at that time the New 
Jersey Central, the D., L. and W., and also the Lehigh Valley and the Pennsyl¬ 
vania; they were coming down into that field. So, to save that tonnage against 
all possible competition Mr. Gowan and his friends bought 100,000 acres ot coal 
lands, and that was transferred to the Philadelphia and Reading Coal andiron 
Company, which was the ancillary company of the Philadelphia and Reading. 
That, then, was the basis of the absorption of the colliery operations down in the 
Schuylkill region at that time. And another factor that contributed very much 
to this consolidation of interests was the distressing labor situation at that time, 
growing out. of the Molly Met Junes. 

q. (By Mr. Conlkp.) In just what way did the labor situation have its influ¬ 
ence on this consolidation ol coal lines?—A. The Molly McGuires were so thor¬ 
oughly organized at that time, and they carried out their threats so effectively and 
so wickedly that it was a very unpleasant thing for a man to become identified or 
to continue to be identifiel with coal mining in Schuylkill County. 

Q. And for that reason he was willing to sell out?—A. lie was quite willing to 
sell out. It was this unfortunate influence, very unfortunate, that came into the 
situation at that time. 

q. (By Mr. Ripley.) Were practically all the purchases of coal lands, then, 
made at this time, along in the soventies?—A. No. that represented the gieat pur¬ 
chase, really m the early seventies, by the Philadelphia and Reading Railroad. 

q. And have no other groat purchases taken place by that company since then? 
Or was the territory practically all bought up?—A. That question I could not 
answer definitely. There have been acquisitions of coal properties by the com¬ 
panies, either by the purchasoof the coal or by securing control of the product of 
the collieries. Sometimes the railroad companies would make advances in the way 
ot money for the developin' ntof the properties, with tho understanding, of course, 
that thoy would control the tonnage therefrom. 

q. (By Mr. Kennedy.) 1 want to know something more about these two classes 
of independents, the independents who mine and sell to the railroads and the inde¬ 
pendents who mine and ship their own coal. 1 want to know something about the 
conditions now; why some continue in the business of selling to the railroads and 
others bring their own coal to tho market. I do not know whether you made it 
quite dear that, it was more profitable for them to bring it to the market and sell 
it or not.—A. I think I ma<le it clear that because of peculiar conditions which 
enter into our business it would have been more profitable had wo disposed of our 
coal to the company. But 1 very early took the position that when the railroad 
company was buying coal at (JO per cent ot tide-water prices it was thereby getting 
a rate of 40 per cent, of tide-water prices less selling expenses, and it took a long 
time to convince our railroad friends that that was a correct theory. 

Q. (By Mr. Ripley.) What do you mean by •* 10 per cent less selling expenses?” 
Will you explain a little more fully?—A. What I mean by that is this: When a rail¬ 
road company is buying at 00 per cent, then of course there is only 40 per cent left, 
and there should bo an allowance made for selling expenses, or for waste and 
handling, if an individual operator, who is selling his coal at the mines, should be 
placed on a parity with the operator who prefers to send his coal to tide. 

Q. (By Mr. Kennedy.) Your operators beliovo it is more profitable to sell to the 
railroad companies than to ship it or sell it themselves'"—A. Yes, under those 
conditions. 

q. I would like to know if all the independent producers can freely get cars 
along the different lines to ship coal to tide water if they so desire, and if it is more 
profitable to ship in that way. Do you get cars freely on the line you use?—A. I 
do now, anu have for some years. 

G. (By Mr. Ripley’.) You have had difficulty?—A. Yes. 

Q. (By Mr. Kennedy.) You might tell about the difficulty you have had in the 
past, and state the condition at the present time. I want to ascertain whether 
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the independent producers can get cars freely, and also whether it is more profit¬ 
able for them to sell to the railroad companies or not, and whether if they could 

S et cars freely they would do so and bring the coal to tidewater themselves.— A. 

>f course, it is much more profitable for them to sell to the railroad company and 
obtain 60 per cent for the production rather than send it to market if they are 
obliged to pay a 50 per cent rate of transportation. I use those figures illustra¬ 
tively. 

Q. Will you explain the difficulties you have had in the past, and how it comes 
about that you have no difficulties at the present time?—A. Some years ago we 
were very much disturbed in this matter of getting an adequate supply of curs. 
It was of great concern to us, not only from the standpoint of our own investment, 
but also from tho standpoint of our men. If I remember right, it was the winter 
of 1884 and 1885 we were allowed to mine 27 days in 2 months. That was about 9 
days a month, and the situation became unbearable. 1 tried very hard, indeed, to 
get a better supply of cars, and finally after worrying over the matter for about 
a year or year and a half, I had to serve notice on the railroad company that if it 
failed to supply us with an adequate supply of cars, it would be necessary to hold 
them for all loss and damage. Now you can readily understand that an independ¬ 
ent operator dislikes very much to take that position with the railway company; 
but we had to take it; we were driven to it, and the result was that after that 
time we had little or no trouble in getting our cars. 

Q. (By Mr. Conger. ) Yon said you were “allowed" to mine about 27 days in 3 
months. Do you mean by that that the inadequate supply of cars forced you to 
restrict your production to these 27 days, or were you a party to some agreement?— 
A. I was a party to no agreement. 

Q. Who * ‘ allowed " you. then, to operate your mines only 27 days?—A. The short 
working time simply grew out of inability to got a car supply. 

Q. It was lack ot cars that brought about this restriction of production?—A. 
Yes; that was true at that time; but that, you will notice, was some time in the 
past, and we have had no reason to complain since Iheti. 

Q. How long ago was that? A. That was in the winter of 1884-85. 

Q. No serious difficulty since then?—A. We have had no serious difficulty since 
then. 

Q. (By Mr. Kennedy.) Do you know of others having such difficulty?—A. I 
have heard some complaints, but just how true they are I can not say. You 
understand that the operator who is mining and shipping his own coal has an 
advantage over the operator who is selling his coal to the company. He occupies 
a position of absolute independence, and can insist, upon an adequate supply of 
cars. Where he is bound down to the railroad company to furnish coal, and it is 
stipulated that the railroad company shall determine the amount, that is a differ¬ 
ent proposition. 

Q. Is it true that your class of independents is such a small factor that they are 
not worth considering by the railroads, and they come to the conclusion it makes 
no difference whether you have ears or not? Is that the situation with respect to 
your class of independents getting cars freely at the present time? -A. Well, if 
we have got to that point that we are so insignificant that we are going to be well 
treated, it seems to me it is a very desirable position. 

Q. (By Mr. 0. J. Harris.) Suppose a man—an independent oporator—makes a 
contract with the railroad for 60 per cent of the tide-water price, is he limited in 
his output in that contract?—A. Oh, yes. 

Q. They give him a certain proportion—what they think is about right—do 
they?—A. Presumably, yes. 

Q. Do they cut down independent operators by any indirect means in the amount 
they shall ship at the present time?—A. I could not testify as to that. 

Q. Are you independent operators allowed, in your schedule, a certain pro rata 
of the total shipments, or ot the anthracite output?—A. Now, are you speaking 
of the operators who are selling the coal to tho companies? 

Q. I am speaking now of the independent operators who mine and sell in the 
open market in competition or in conjunction with the railroads.—A. Just what 
might be the treatment of other independent operators by other railroads I can 
not tell. I can only give you the experience that I have had with the company 
over whose road I am shipping. 

Q. Now, as an independent operator, what do you say in regard to the curtail¬ 
ment of the output; is it a good thing, or is it not?—A. Before I answer that ques¬ 
tion I would like to make an explanation here in regard to the anthracite situation. 
The use of anthracite coal in prepared sizes is now almost exclusively confined to 
what we call the domestic market. Take the sizes known, for instance, as broken 
egg, stove, and chestnut: their sale is dependent largely on household use. Now, 
I doubt very much if during the summer mouths over 15 or 20 per cent of these 
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prepared sizes are used. So you can readily see that it is very necessary that, if 
you can not find a market or storage facilities for the coal mined during the summer 
time, that there should be a restriction somewhere. As to whether the restriction is 
a wise one; as to whether the restriction is always a just one; whether it is bear¬ 
ing with due proportion—equitable proportion—upon the operators or companies, 
is quite another question. It is a peculiar condition that is now surrounding the 
anthracite industry that is to be considered when we approach any discussion of 
the question Some of us, in all these matters of restriction and market require* 
nients, prefer to have a voice in them. 

Q. (By Mr. Kennedy.) Do you have a voice in them?—A. Well, thus far we 
have had, but it has been at quite a cost. 

Q. (By Mr. Ripley. ) What lias been the cost? Do you refer to mere friction?— 
A. I think you have opened up a question there you’d better not press me too hard 
upon. 

Q. (By Mr. Kennedy. ) If it would be injurious to you in your business to speak 
about it, of course we would not want you to do so.—A. I would not want to 
incriminate anybody else, either. 

Q. (By Mr. Ripley.) We should be very glad for a general statement, without 
specification of names in any case.—A. From what I have said already, you can 
readily understand that in cases wheie the operator lias insisted upon exercising 
his right to mine and to ship coal to market, where he has demanded a reasonable 
rate and oquitable rates for transportation, that his way has been beset with some 
difficulties. 

Q. (By Mr. Kennedy.) I would like to ask, if the fact that you might be able 
to incriminate somebody else has any influence in making matters easy for you in 
the shipments of your pioduction?—A. I would not wish to have that word “in¬ 
criminate” unduly emphasized. 

Q. You used it yourself.—A. I know I did: on this matter, take the case of Coxe 
Bros. & Co., a case in point Thev had complained of unreasonabl rates charged 
by the Lehigh Valley Railroad Company; they made a complaint against that 
company before the Interstate Commerce Commission. If 1 remember rightly, 
that was in lNHD. There was a case that was tried with remarkable ability on 
both sides, Mr Gowan representing at that time Coxe Bros. & Co.,and Mr. .John 
(J. Johnson, the Lehigh Valley. The trial lasted one or two weeks; and if I 
remember rightly, alter waiting about a year or a year and a halt the commission 
gave an opinion in favor ot Coxe Bros. & Co. The decree was opposed by the 
Lehigh Valley. In the meantime Coxe Brothers were not getting the relief they 
expected, and they built about 10 miles of railway, connecting their properties. 

q). (By Mr. Ripley.) What is the name of that railroad?—A. The Delaware and 
Schuylkill; as soon as they had become the owners of a railway, or shortly after¬ 
wards, they received benefits from that fact that they could not have received 
otherwise, and dul not receive as colliery operators. Now I speak of that circum¬ 
stance to show what was necessary to be done by a Him of the influence and impor¬ 
tance of Coxe Bros. & Co..in order to obtain a reasonable rate for transportation. 

Q. (By Mr. Kennedy.) You said you liked to have a voice in theso matters; do 
you have a voice in fixing the price of coal to the consumer?—A. You must under¬ 
stand, so far as I am concerned, that we do not ask for any voice in the manage¬ 
ment of anybody else’s business: 1 simply insist and have insisted that I shall have 
a voice in the management of my own business. My point has been that wo are 
capable of mining our own coal, and that we are capable of marketing our own 
coal, and I simply wish to have reasonable rates of transportation, and will relieve 
the railroad company of the burden of finding a market for it. 

Q. Do you have any voice in fixing the price of coal to the consumer?—A. Oh, 
yes. 

Q. To what extent?—A I mean to say, as far as we are concerned, we make a 
price on our own coal. 

Q. You make a price on your own coal?—A. Certainly. 

O' Doos it differ materially from the price fixed by tho railroad companies?—A. 
Of course, the tonnage now controlled by Ihe railroad companies is a very impor¬ 
tant factor, and the price they make will inttuenco our prices - some times may be 
higher, some times may be lower; but it is a factor in the market. 

0- Do you follow their prices?—A. Sometimes I think we might lead them. 
What I mean by that is that we might be more responsive, more quickly responsive 
to certain changes in the market. 

Q. (By Mr. Ripley.) You speak of leading the market. Do you mean by that 
perhaps setting a lower price when conditions would seem to warrant it?—A. 0, 
yes. So far as we are concerned on the limited tonnage that we mine there 
might be some reason why we might wish to move a few thousand tons of coal, 
and we might possibly make a concession. 
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Q. Would not such a course have the effect of increasing very largely, perma- 
nently, the capacity of your mine? The point I wish to bring out is this: What 
makes the price of coal? Is it the man that fixes the lowest price? That is, do all 
ultimately come down to the level of the man who sets the low price or are the 
large producers able to set a price that is fairly high, arbitrarily, if you please, 
and do the others come up to that level?—A. There are so many things that would 
enter into that question that it would be almost impossible to answer it just as 
you put it. For instance, dependent, as we are largely, upon tide-water market 
for our coal, we might led that under certain conditions it might be wise for us 
to make a concession on the price of, say, 5,000 tons of coal. The railroad com¬ 
pany, with its Western connections and other facilities, would not feel it neces¬ 
sary to meet that price. They would say it might be better for this accumulation 
of 5,000 tons or 10.000 tons to be out of the way than for them to undertake to 
meet the price on our large production. 

Q. Suppose, howover. that one of the railroads should thus attempt to set a 
price a little below the figure, affecting a considerable amount of tonnage, what 
would happen?—A. What has happened in the past when that has been done? 
There have been agreements among gentlemen, you know, to prevent anything of 
that kind. 

Q. There have l een?—A. Oh, yes. 

Q. But they are of the past?—A. Tin y are of the past; yes. 

Q. How abput the present?—A. Now it is “community of interest,” you know. 

Q. Will you explain what you mean by the phrase “community of interest?”— 
A. I only repeat as we read it in the public press. It covers the condition 
represented in the different railroads m which stockholders having an interest in 
one company and similar interests in other companies have harmonized by an 
interchange of stock. 

Q. Does that definition apply, to your knowledge, to most of the railroads enter¬ 
ing the anthracite territory?—A. 1 would not say that it applies to all of them, 
from the knowledge that I have. 1 would say that probably to 00 or TO per cent 
of them. 

Q. And will you specify any roads which, to your knowledge or in your belief, 
are not subject to such an agreement? Witnesses beforo the commission have 
testified that they were not entirely subject to su ,, h agreement. 1 will not press 
the question.—A l would willingly answer if I had any positive knowledge on 
that point, but it would seem to me that the ownership, this interownership, need 
not extend to all the railroads, the anthracite carriers, in order that dominating 
influences should have control. 

O. It must cover a fair proportion, however, must it not?—A. Yes, certainly; 
it does—it does 

O. Have you any information as to the proportion, approximately, which is con¬ 
trolled by “the community of inter< st?”—A. 1 think about DO per cent. 

Q. On what grounds do you base this opinion?- A. It is so given out in the 
pubiic press. 

Q. That is the source of your information? -A. And it is not denied, I believe, 
by the parties—the bankers who have made the necessary arrangements. 

Q. (By Mr. O. J. Harris.) I suppose the printed reports of these companies 
would show these facts' 1 —A. Those are facts very easily ascertained now. 

Q. (By Mr. Conger.) You testified that you had been engaged in the coal¬ 
mining business about twenty-two years, if f remember correctly?—A. Yes. 

Q. Have you all of that time marketed your own coal, or have you at the same 
time during that period sold to the railroads?—A. We liavo sold occasionally some 
of our coal to the railroad companies. 

(^. Have you ever sold your production under contract?—A. No; we have not. 

Q. Have you ever had negotiation with a road to take your coal under the 50 
per cent basis?—A. Yes. What I mean by that is that the railroad company were 
quite willing to take our coal on that basis. 

Q. First, I will ask if at the present time you are marketing your own coal at 
tidewater, or wherever you market?—A. Yes. 

Q. In other words, you aie selling it yourself? Now, are you in any way 
restricted in the production at the mine?—A. No. 

O. You produce as much as you see fit?—A. We fought that battle out. 

Q. When you at one time had a contract under consideration, was it proposed 
in that contract to restrict your production?—A. It never got as far as that; 1 
mean when the suggestion was made in regard to the contract. 

Q. Well, do you know whether, if you had made that contract to sell your pro¬ 
duction to the railroad, if that would have been the condition of it; or, in other 
words, is it a condition?—A. That is what I would have expected, and one of the 
reasons why I would not enter into such a contract. 
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Q, It is yonr understanding that all of these contracts between the railroads 
and the mine operators contain a provision that practically restricts the production 
and agrees upon the amount!—A. I assume that to be true. 

Q. Do you know how that production is fixed? Is it judged by the production 
of past years, or in some such way?—A. It has been determined somewhat by the 
ascertained capacity of the collieries, and that has been determined somewhat by 
the production of previous years. Of course when you come to a new operation 
where you are developing, then it is a matter that lias got to be considered, and it 
is in order to find what the capacity of the new colliery might lie. 

Q. But these different operators produce about the same percentage of tho total 
output of the year, each one produces about (he same percentage of the total pro¬ 
duction each year, do they not? There is not very much change? In other words, 
if the Philadelphia and Heading produced last year 21 per cent, it probably was 
practically 21 per cent in 181)9? Is that a fact?—A. 1 do not know how it has been 
for the last few years. Of course these are figures that can bo easily verified. 1 
presume you have a memorandum showing what the production is of these various 
operators, have you not? 

Mr. Ripley, We should lie very glad to have it left. 

The Witness. Theso simply represent tho figures of the production, but there 
have been some changes. Take the Philadelphia and Reading, which is nowstand- 
ing for about 20.70 per cent. There was a lime when tho Heading a good many 
years ago. mined almost one-third of tho entire anthracite production; but. grow¬ 
ing out of Ihe aggressiveness of the competitors and her embarrassed condition, 
and changes coming over the whole anthracite situation, she is now down to 20.TO 
per cent. 

ff>. Has thero not been an intimation in tho trade that the Reading would be 
glad to have a larger proportion than they have at the present time?—A. It would 
Ixi very human, you know, to want to occupy that position. 

Q. Has not a contention to that effect been noticeable at times?—A. Atone time 
the trade was upset \ ery much indeed; I think almost a year; at least six months, 
by a contention as to whether that line should receive an extra I per cent or not. 

Q. (By Mr. C. .T. Hahhik.) Are not all companies trying to get a higher propor¬ 
tion, not only tho Reading, but others?—A. Well, that of course has been onoof 
tho causes of friction between the companies in bygone years—tho matter of 
adjusting the percentage as to how much they should receive, and that was ono 
of the most serious problems that came beforo them. Then of course after that, 
after they had decided upon their percentage, then adjustments had to be made 
with individual operntoi s. Some of tho roads had more of tho individual opera¬ 
tors than others. Take, for instance, tho Lehigh Valley as a caso in point—tho 
large percentage of thnshipmcntsof that road cainolrom tho individual operators. 

Q. (By Mr. Ripley.) Is that truest tho present time of the Lehigh, that a large 
proportion still comes from the independent operators? A. I think it is. 

(j. (By Mr. Conger.) Have the roads in tho past undertaken to distribute tho 
percentage of the total output among tho collieries each on its own line?—A. That 
is a matter that sometimes has been determined arbitrarily bv the proper officer 
in charge. 

Q. Officer of the railroad?—A. Officer of the railroad company. 

Q. Are they undertaking to do it by withholding cars, and was that method in 
usoformerly?- A. Yes. 

Q. Is that process quite effective?—A. Yes. 

Q. In regard to the price of coal, how is that fixed at the present time? By 
agreement or by market conditions? A. I think there is very little agreement at 
the present time .is to the prices. I think that the market is taking care of itself, 
and the cause of that is the strike oi was tho strike 

Q. Explain how the strike is regulating tho market at the present time.—-A. 
That strike, you know, was a restriction, but it was not an effectual restriction. 

Q. (By Mr. Ripley.) Of tho output?-A. Of tho production. Tho railroad 
companies prior to that tune bad undertaken to restrict, in order to maintain 
prii os and high rates of transportation, and tho miners thought that what would 
be good policy for the railroad companies might be a good policy for them, and 
they did restrict. There was a restriction there that lasted for about six weoks, 
and tho result was that the coal on hand passed into the hands of the consumer! 
and ever since then the business lias been a very active ono and the prices have 
been maintained. 

Q. (By Mr. Conger.) The results of that strike then were beneficial to the rail¬ 
roads?—A. It is a radical view, ami I will not lie supported by others, but as I 
look over it I think it was. 

Q. Was it beneficial to the operators?—A. I think that they have been roceiving 
some benefit. 
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Q. Did the miners receive any benefit—the workmen?—A. Yes; they received 
a benefit; they received a higher rate ot wages, It was unfortunate that there 
should have been a strike, 

Q, (By Mr. C. J. Harms.) Did the retailers reap a very large benefit, more 
than their proportion of that strike, or don't yon know?—A. I do not see how 
they could nave received any more tiian their proportion. 

Q. I understand that where they raised the price $1, the retailers raised it $3 or 
$4?—A. There was another side to that phase of it. There were a good many 
retailers here in New York City who were obligated to furnish coal at lower 
prices, and they had to stand by that obligation. They had to stand by their 
contracts. 

(J. (By Mr. Ripley.) And made the other man pay the difference?—A. Some 
of it; but in many cases I think they did not receive any advance at all. 

Q. Were not those obligations made subject to strikes.'—A. Some of them were 
and others w, re not. 

Q. (By Mr. Kennedy.) You said the minors received the benefit, the railroads 
received the benefit, and tho operators received the benefit, and then you said the 
strike was an unfortunato occurrence. Why was it unfortunate?—A. I think it 
was unfortunate to have to resort to a strike to get proper results. 

Q. (By Mr. C. .1. Harms.) You mean all these people received a benefit, of 
course. What was the result to the consumers of coal? Was it a benefit to 
them'?—A. They have been obliged to pay a higher prico. 

<!■ (By Mr. Kennedy.) Is it probable that this striko having proved a benefit ' 
to these three parties outside of the public, strikes will bo likely to be recognized 
as liable to produce benefits in the same way year by year in different pursuits in 
the future'?—A. Of course 1 can’t tell what the future is going to bo in regard to 
the anthracite situation. When I speak of tho immediate benefits that came from 
the strike and benefits being roaped by various classos at tho present time there is 
also another side to it. 

Q. Let us have that.—A. Strikes may work injury: That is. when the price of 
anthracite coal becomes too high then it meets competition, for, alter all, anthra¬ 
cite is just simple fuel, and it must meet all other kinds of fuel in the market, 
and when the price gets too high then its use becomes restricted. 

Q. (By .Mr. Ripley.) Have you any means of judging when it gets too high'?— 
A. The fact is shown in the demand. Those forces work slowly, but they are 
working very effectively. We havo felt the influence of them. Take develop¬ 
ment of the gas range. Hero in New Y'ork City the demand for coal in the 
summer time formerly was for anthracite. Nmv the use of gas is such that it 
interferes very much indeed with the marketing of certain kinds of anthracite coal. 

Q. (By Mr. Kennedy.) We wereinforiuod yesterday that there is no:suchthing 
as competition botween bituminous and anthracite coal. Wlmt do you say about 
that?—A. Was that opinion given by an expert 1 ' 

Q. I should think tho gentleman was an expert who gave it.—A. Let me say 
just here on that point that probably »() per cent of our production at the present 
time is represented in what we call the small sizes. They might be called by-prod¬ 
ucts; in fact. I speak now of pea coal or buckwheat. No, 1 or No. 2 buckwheat. 
Now those sizes are strictly competitive with bituminous coal. All thoso sizes 
represent from 25 to SO per cent of tile entire anthracite output. 

Q. (By Mr. Ripley. ) Are some of these being obtained from old culm heaps at 
the present time?—A. Yes. 

Q. And wore not thoso culm piles deducted as waste from the wages of laborers 
20 years ago? -A. Oh, certainly; there was not then a thought of any market for 
what was going into the culm pile. 

Q. In other words, the companies are selling at a profit to-day the product which 
they deducted from the wages of the employees 20 years ago by reason of the 
change of market conditions?—A. By reason of the change of market conditions. 

Q. But they are makinga substantial profit?—A. But there is no question there 
was a waste to tho operator, too. The waste did not entirely fall upon the miner, 
because that coal went on (he culm bank. That was a waste he had to stand, 
and the waste at that time was very great. 

Q. Were the operatives not paid by the amount that they turned out?—A. They 
were paid according to various methods and rules, I think they have been paid 
by the car. 

Q. Was not this waste deducted from the carload before they were paid? Was 
not that the system of deducting the waste, before a carload was made up?—A. 
Now you are asking me questions antedating my birth, and you know it is very 
hard for a man to answer such questions. 

Q. (By Mr. C. J. Harris.) I suppose these culm piles require a certain amount 
of work now to prepare them for market?—A. Yes. 



J. 0. HADDOCK:—ANTHRACITE COAL BUSINESS. 529 


Q. Which would be a considerable expense per ton?—A. More or less expense is 
involved in it. My own experience in regard to the culm pile is this: We believe 
and for a long time past have felt it was a good deal better to take a large part of 
the pile and send it down into the mines, using that waste product, which was waste 
product at that time, in sustaining pillars where we can do that to advantage. 

Q. Would you be able to estimate what the probable anthracite supply of the 
Pennsylvania district is; that is, how many years it would last at the present rate 
of consumption?—A. That has all been done. 

( L >. We have had various estimates.—A. I think the most reliable estimate that 
has been made was by an engineer, Mr. Griffiths, who five or six years ago made 
a statement regarding the remaining tonnage in the anthracite fields. 

q. 1 am trying to get at an estimate of the probable supply of anthracite coal in 
the Pennsylvania district, whether it will last for sixty years or one hundred 
years, or for what time; have you any idea?—A. That would be a very difficult 
question for me to answer. I could not answer, because we can’t tell very well 
just what the rate of production is going to bo. 

Q. (By Mr. Conger.) Summer prices are lower than winter prices, are they 
not? Is not there usually a tise for the winter trade?—A. Prices are usually lower 
in the summer time. 

vO. Then m the fall, about October, they are increased?—A. As soon as the fall 
and winter demand Rets in. 

Q. That increase usually takes place on a fixod day, does it not? Does it not take 
place simultaneously?—A. In bygone years there was an attempt made to have a 
simultaneous advanco, but the rule was very seldom if ever effective. 

Q. Did that rise take place simultaneously last fall?—A. Last fall we had an 
abnormal condition 

q. How was it a year ago last fall, do you remember?—A. A year ago last fall, 
as I remember. I think there was very littlo change in the market. I am simply 
speaking now from memory, but I could give figures trom our books. 

Q. Is it not a fact that when a nso in the price ot coal takes place the increase 
in the price is usually made by all tho dealers at the same time?—A, I think that 
has been the lecord in tins past. I think there has been an understanding among 
the companies. 1 am not taken into their confidence, but I think there has been 
an understanding in regard to prices. 

h>. You have not been a party to any such arrangement?—A. No. 

Q. What would be your attitude or action in case of a rise in the market? 
Would you follow with your price?—A. Yes; for the reason that we have to fol¬ 
low sometimes the result of these very combinations, resulting from agreements. 
The friction engendered becomes sometimes a very potent influence in the market, 
affecting the price of coal. It is very necessary for us I hen to meet that condition. 

Q. It is you opinion, then, as I gather it, that the price of coal is changed at 
times by agreement among producers, to which you are not a party?—A. What 
is the agreement for if it is not for that? 

q. Well. I am trying to get at the facts of tho agreement,—A. I think that is a 
lair inference; at least, we are governed by that in the management of our busi¬ 
ness. 

Q. You are governed by your inference that there is such an agreement among 
others?—A. Certainly. 

Q. And youpractically have to make your price to meet the market price?—A. 
We are not obliged to do so, but we look upon that simply as the chief factor in 
the whole situation. 

bi* Well, I did not mean you are obliged to change because of any agreement, 
but because of market conditions; in order to do business, you nave to meet 
market prices. 

Q. (By Mr. ('. ,T. Harris.) What is the limit to which the price of coal could 
he put provided the production was all in the hands of parties who were working 
in cooperation with one another?—A. That is a very difficult question to answer. 

I '-an readily see how it might be possible to put a price on anthracite that might 
be extravagantly high, hut the moment that is done then we encourage the 
greater use of bituminous coal, and while it would take some time to bring down 
the exorbitant price, nevertheless the reduction would be bound to follow. You 
take to-day the development of the bituminous interests; you take to-day a fur¬ 
ther installation of such plants as those which have been established in Boston 
by-product plants, known as the Whitney, the New England Gas Company; tak¬ 
ing the coal from Nova Scotia, making coke from the prepared sizes; furnishing 
light, heat, and power; let there be an installation of many of those plants along 
the sea coast or elsewhere, and just as soon as you get anthracite coal much 
higher, or even at the present prices, you are inviting that competition. 

16a-34 



530 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


Q. (By Mr. Conger.) In your opinion, are the present prices of coal pretty 
high?—A. Yes. 

Q. (By Mr. C. J. Harris.) About the top?—A. I think so. I think it would be 
very unwise indeed to have them any higher, and if I have a proper estimate of the 
ability of the men who are to-day in charge of this whole anthracite combination, 
or whatever it may he, they certainly would not jeopardize the future of the 
trade by insisting upon oxtravagant prices, because that very condition that I 
have pointed out, that possible competition, is inevitable. 

Q. Is it your opinion that the interests of the producers of anthracite coal would 
be promoted by a lowering of the present prices of coal to the consumer?—A. I 
apprehend from what I gather that it is the intention to reduce prices later on. If 
that is the fact, then it seems to me that the judgment that I have passed upon 
the situation is a correct one. 

Q. Do you refei to this as a permanent and general reduction or to a reduction 
for the summer season only?—A. A reduction for the summer season; and the rea¬ 
son ot reduction in the summer season is that dealers, especially dealers in New 
England who have storage facilities, might be justified in taking on their coal at 
that time rather than wait until the fall and winter months come, when there is a 
very active market. 

Q. I rather gather from what you say that if a general reduction should be 
made, so that prices for next winter would not be quite so high as they have been 
this winter, that such action would not be a detriment to the interests of the 
anthracite producers.—A. No; certainly not; certainly not. The price of anthra¬ 
cite, as of any commodity, has very littlo bearing upon the consumption. And 
then, again, it seems to me that a very important factor will come from what the 
general condition of the country may lie. If everybody is prosperous, if everybody 
is making money, the matter of paving a little more for anthracite, or a little less, 
does not enter very much into the calculation. 

Q. Bituminous coal is hauled to tide water at a less price per ton than anthra¬ 
cite. is it not?—A. Oh, yes. 

Q. Do you know any reason why tho railroads could not haul the anthracite 
coal just as cheaply as the other if they had a mind to do so?—A. It would be nec¬ 
essary for the railroad men to furnish the reason. 

Q. Suppose they should adopt that policy and reduce rates on anthracite coal 
one-half, and the benefit ot that reduction in the freight rates should go to the 
consumer, would such action, in your opinion, increase the consumption, and 
would it in that way not be in the interest of the producers of anthracite coal?—A. 
That is hypothetical entirely. The situation changes so very much that were there 
to be a reduction in rates of transportation it would inure only m very few 
instances to the benefit of the independent mining company. If you were to ask 
the question, probably in another form, that if a reduction in the prico of coal of 
50 cents a ton or §1 a ton would increase tho consumption, I might answer it by 
saying that it would. Asking the other question whether it would be wise to 
make that reduction under present conditions, it seems to me that you raiso a 
debatable issue. 

Q. Debatable from the standpoint of the producer or of tho consumer?—A. 
Well, either from the standpoint of the producer or the consumer. Now, it is not 
wise, I presume, for tho consumer to insist upon these enterprises being run at a 
loss or that a railroad compai y shonld be run at a loss, or that mining companies 
should be run at a loss, but growing out of vory peculiar conditions that have 
developed in the anthracite region, growing out of the facts that these companies 
in bygone years received certain rights and certain privileges, you may say it is 
all wrong; but there is a condition that can not be changed, and if you were to 
insist now upon what you might think would be the proper and correct thing and 
theory, it might work great damage and great loss. 

Q. The idea of all eombinationa^ughtto be ultimately a lower price to the con¬ 
sumer; is this, in your opinion, tne tendency of combinations in the anthracite 
coal trade?—A. That has not been the record in the past, but, growing out of the 
fact that there had been combinations, the breaking of them, breaking of agree¬ 
ments, resulted in great advantage to the consumer. The benefit was in the 
breaking in prices as a result of what liaa been developed. 

Q. (By Mr. Kennedy.) You spoke about the Whitney plant in Boston having 
the effect of keeping down the prices of anthracite coal, and also of keeping them 
from going any higher?—A. I spoke of that as a possible competitor. 

Q. As a possible competitor? I suppose you thought also of the possibility and 
probability of tho community of interest people reaching out and getting control 
of such plants, and also of the Nova Scotia supply, if necessary, to aid them in 
their work?—A. Yes; I have thought of all that, and then, going still further, I 
have thought probably there might be some bill passed compelling people to buy 
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coal at extravagant prices, and all this in order that these enterprises should be 
supported. That would be the logical outcome. 

Q. (By Mr. Ripley.) Have you any knowledge as to the way in which soft- 
coal prices are made? Are they on purely competitive basis, or is there a sub¬ 
stantial agreement between, we will say, the so called soft-coal roads?—A. Well, 
the soft-coal roads have had their troubles lasting, I think, for about three years. 

Q. Those troubles are over, in a measure?—A. And last year there came in an 
application of the community of interest idea, which seems to be so necessary now 
for salvation--redemption here; for salvation hereafter—and there was an agree¬ 
ment, as I understand it. in regard to prices on that coal. 

U. Can you specify any of the roads concerned'' Do you refer to the Norfolk 
and Western?—A. I am not familiar enough with that situation to testify in regard 
to it. but all those agreements rely upon the very prosperous condition of the 
country. Let the demand cease or let there be an interruption of business, and 
those agreements will disappear as all agreements havo doue in the past. 

Q. (By Mr. Kennedy.) Air. Harris asked you if the ultimate object of the com¬ 
bination should be tho reduction of the price to consumers. You replied that 
they had received benefits from those combinations in tho past because their 
agreements were broken and they went to pieces, and so forth. Now, is it your 
opinion, if the combinations are perfected so that they will not break, but will 
continue in existem e. that tho public will not receive benefits as a result of the 
combination?—A. That depends on how the power is used, because, as I under¬ 
stand it, tho essence of this whole question of business cooperation is that it is a 
matter of power, and depends entirely on how that power is used, ft seems to 
me if power is used wisely by the men who are in charge of the anthracite situa¬ 
tion, and there ought to be an attempt on their part to so handle it, that there 
might be an increase of tonnage rather than a decrease. It will not encounter 
the hostility and the enmity of the public. That was one ot the prime factors in 
the disaster that, overtook the McLeod combination. 

Q. Do you believe that if the community of interest plan goes on to the extent 
of controlling the railroads, the anthracite and soft coal fields, and the iron and 
steel manulactures that these gentlemen who control them will be wii-e and not 
so burdon the peoplo that panics and financial crises will result?—A. I can not 
give.any assurance or guaranty as to their behavior. I am only pointing out 
what would be the wise thing to do. 

Q. ( By Mr. C. J.JH uutis.) What is going to become of the independent oper¬ 
ators, the small operators, in these gigantic operations?—A. What has become of 
them? 

Q. (By Mr. Kennedy.) Suppose they would come to you and offer you a fair 
price for your property and there was an understanding that you’d better accept it 
or you would lose money?—A. We have passed through that temptation. 

Q. (By Mr. Conger. ) And still exist?—A. Yes; we still exist, and 1 presume it 
is a wonder among our friends that we do. 

Q- (By Mr. 0. .T. H \kris.) Do I understand yon to say that the independent coal 
operators are rather on the decrease in numbers than otherwise?—A. Yes; the ten¬ 
dency is that way. I think that the feeling on the part of tho owners and man¬ 
agers of these great combinations is that so long as the independent operator 
exists, the freight rate is open to attack 

Q. (By Mr. Ripley.) Yon have said that there is an indication that the per¬ 
centage rate will be raised to 05; is there not an understanding that in that event 
the contract will be tor a number of years?—A. So far as theso contracts are 
concerned that ‘ire now offered, they are to cover tho entire amount of coal to be 
produced from a property. 

Q. And to run how many years?—A. For the life of the property. 

<t>. That means then that the independent operator in signing a contract at 65 
per cent, practically, ceases to exist, does it not?—A. Yes; he simply is an oper¬ 
ator, he mines his coal and sells it, to the railroOT company. 

Q. But he no longer has any power to fix the price of coal or regulate it in any 
way?—A. That has been his condition for some years past, you know. 

Q. But this will assure it if these contracts are signed?—A. Certainly. 

Q. And a number of operators have already assented to such agreements?—A. 
That I do not know; there is some question: the railroad companies, as I under¬ 
stand it. wish to have a large majority of the operators sign before this arrange¬ 
ment shall be effective. 

Q. For the life of the property?-A. For the life of the property. Now let me 
say ,iust here that while as I said the railroad companies are quite willing to pay 
b5 per cent, they havo not yet manifested a willingness to make a freight rate of 
35 per cent. 

Q. That is, they wish to havo an additional commission for the sale, etc.?—A. 



532 


INDUSTRIAL COMMISSION .*—TRANSPORTATION. 


Going on our theory and the principle we have been insisting on for a great many 
years, it is our contention that the railroad companies buy the coal for 65 percent, 
leaving as the resulting rate for transportation 35 per cent to tidewater, less what¬ 
ever the expense of the commission, which would probably bring it down to about 
30 per cent. Now I say that while the railroad companies are apparently willing 
to buy the coal for 65 per cent, they have not got to that point where they are 
willing to say to an absolutely independent operator, We will transport your 
coal for 35 per cent. 

Q. (By Mr. C. J. Harris.) It ought to be about 30 per cent?—A. It ought to be 
about 30 per cent to be on a parity. 

Q. (By Mr. Ripley.) Suppose we set aside from the total output that which 
is directly mined from the ancillary companies; then we take all independent 
operators who sell to the railroads at 65 per cent, agreeing to sell on that basis 
until all the coal in the ground is out; how many firms will be left free to do as 
they please? What proportion of the output do those thus left produce?—A. 
Very small percentage. 

Q. Less than 5 per cent?—A. I presume it might probably stand between 5 and 
10 per cent. 

Q. In other words, if these contracts now under consideration are signed, less 
than 5 per cent of the total output will he free of railroad control?—A. Well, it 
might be 5; I would possibly be a little safer to say between 5 and 10. 

Q. Then, if the roads agree among themselves, that insures a perfect control of 
the prices so long as that agreement among the railroads exists?- A. And that is 
a very important qualification, so long as they can agree among themselves. 

Q. Will you state hypothetically what might lead to disagreement?—A. Many 
things. Railroad officials are very human; troubles in one place beget troubles in 
another. 

Q. When you make statements including the roads, do you include the Penn¬ 
sylvania Railroad? What has been its attitude in the past?—A. Years ago it car¬ 
ried all the anthracite coal (hat was offered. In fact, all the collieries working 
along that line ot road worked practically lull time. But that is going back, I 
should say, ten or fifteen years ago. 

Q. in other words, at that time thero was no restriction imposed as to the out¬ 
put?—A. Not so far as the Pennsylvania Railroad is concerned. 

Q. So far as the Pennsylvania Railroad is concerned?—A. That was a very dis¬ 
turbing factor. 

Q. Has that policy changed to your knowledge at the present time?—A. I think 
it has. 

(^. Is the Pennsylvania Railroad substantially in the agreement?—A. Now you 
aio asking me questions that it would be impossible for me to answer. You can 
verify all this by getting the reports of the mine inspectors of the Pennsylvania 
district, and you can see there how much time has been worked by the collieries 
along these various roads. 

Q. (By Mr. Kennedy.) I want to ask you whethi r, if 10 per cent of the coal if 
sola at less than the price fixed by those who control 00 per cent, would fix the 
market price? We were so informed yesterday. We were told that even 5 per 
cent being free and independent would fix the market price of coal.—A. What! Do I 
understand that 5 per cent taken out of a total of 43,000,000 tons, that 5 per cent, 
namely, 2,250,000 tons, would fix the price? 

Q. Yes; I want to ask whether in your opinion that is true or not? Suppose you 
controlled 5 per cent of that 50,000.000 tons, and you chose to fix a price lower than 
the 05 per cent controlled by the railroad coal roads, would you fix the market 
price and bring them down to your figuro?—A. Carrying that thought out, to make 
the matter very plain, let us suppose that the anthracite consumed in New York 
Citv is, say, 3,000,000 tons a year, and, if I could supply 200,000 tons of it, I could 
make the price on the remaining. 

Mr. Conger: That is the theory expounded to us yesterday, and we want your 
opinion on it.—A. How did it commend itself to you? 

Q. (By Mr. C. J. Harris. ) We understand from you that it would be an absurd 
"■ proposition, from your experience?—A. I should say so; yes. 

Q. (By Mr. Kennedy.) I was informed yesterday evening that a gentleman 

namod Luther, in the coal trade—I presume you know him-A. The general 

manager of the Philadelphia and Reading Company? 

Q. I do not know what position he holds.—A. There is a gentleman with them 
by that name-the general manager. 

Q. That he recently disposed ol an option to a gentleman in New York on large 
tracts of anthracite coal in Virginia, and this gentleman said there was 100,000 
acres there of anthracite coal. I would like to know whether the people in the coal 
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trade know anything of the existence of snch deposits in Virginia or not?—A. They 
would like to know of them. No; I do not know of any anthracite coal anywhere 
else except in the State of Pennsylvania. They have down in Virginia a very 
remarkable formation of natural coke, but it is not anthracite coal. We made an 
investigation there some years ago. We were sure there was some anthracite coal, 
and we had an investigation made. 

Q. How many miners do you employ?—A. When running at full capacity, we 
employ from 1,000 to 1,100 men. 

Q. Do you work your miners about the same number of days in a year that the 
miners in the collieries of the railroad companies are worked'-—A. The railroads 
complain that we have been working more days. 

We have heard the complaint that the independent minors are working a 
less number of days by far?—A. That lias not been our experience, so far as we are 
concerned, simply because I insisted upon our right to mine. 

Q. Your miners were engaged in the strike?—A. Yes. 

Q. Do you think their demands of last fall were unjust?—A. No, sir. 

Q. Do you believe in arbitration?—A. Absolutely. 

Q. Do you believe that if one side or the other in a strike of that kind, where the 

f rablic is largely concerned, becomes stiffnecked and holds out, and great injury is 
iable to result to the public, there should be some force to settle the differences?— 
A. Under those conditions arbitration should be compulsory, where the interests 
are so great and the damage that can be done is so great -1 mean the damage to 
the public. 

G- You believe then that the public is a vory large party to a controversy of this 
kind and that its interests should be considered- -A. 1 do not know how wo could 
get along without the public. 

Q. (By Mr. J. V. Harris. ) How are you going to compel miners to work if they 
don't want to work-—A. I admit there is the difficulty. 

Q. Would you imprison them'-—A. Or, put the question the other way, put the 
operators in prison? 

Q. Then how are you going to have compulsory arbitration without imprison¬ 
ment?—A. Would it not be possible for these trades unions to be incorporated? 
Wouldn’t it bo possible to make contracts with them in regard to men. tne same, 
as I understand, is being done in other countries? Would not that be onoeffective 
way, the only reasonable way, of reaching the situation? 

Q. Is compulsory arbitration practicable according to our present laws and con¬ 
ditions, in your experience-—A. I have not had any experience in regard to it; 
but it seems to mo, following out the suggestion there, that where we have a dead¬ 
lock winch involves so much in the matter of loss and damage and inconvenience 
to the community, some means should be devised whereby it could be settled. 

Q. (By Mr. Kennedy.) Has your experience boon that the employees are the 
ones generally that come for war. I with a proposition to arbitrate, and that the other 
side hold out as a rule.-—A. In the anthracite strike, as you well remember, the 
hesitation was very largely on the part of the employers; there was a willingness 
on the pajt of the employees to arbitrato. 

Q. If you still see a difficulty in the way of what is callod compulsory arbitration, 
do you believe that the interests of the public are so overwhelming and overshad¬ 
owing all others that the Government should provide some way against losses to 
the public on account of great controversies of this kind?—A. Just how far the 
Government could go in a matter of that kind, of course it is not for mo to say, 
and I would not hazard any opinion; but looking at the question from the stand¬ 
point of the employer on one side and the employee on the other, and the grave 
issues that might be involved, there should be some way devised by which differ¬ 
ences can be adjusted. One reason why the companies hesitate, as I understand, 
about making contracts with the miners, is they say that the miners are utterly 

and absolutely irresponsible. If there was an incorporation- 

Q. (By Mr. O. J. Harris.) Do the miners not object to incorporation as trades 
unions?—A. I don’t know, I am sure, as to that. 

Q. You never knew one to be incorporated, did you?—A. It is done on the other 
Bide, is it not? 

Q. I mean in this country.—A. That I don’t know. 

Q. Have you anything to volunteer further?—A. No; I have not. 

G. (By Mr. Ripley.) Can you state anything respecting the proportion of the 
undeveloped or unworked coal lands in the anthracite territory at this time?—A. 
No; lam not competent to pass upon that question without making a more care¬ 
ful study of the situation. 

Q. Is it not a common opinion that a large proportion of the southern field is 
as yet undeveloped?—A. You mean by that term the Schuylkill region? 
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Q. The southern regions.—A. Yes; and it was that lack of development' that 
brought the troubles to the Reading. 

Q. In what way?—A. That a hundred thousand acres of coal property involved 
a debt, carrying a very heavy interest account. 

0. Does that debt still remain?—A. That I do not know. I presume it does. 

Q. The Philadelphia and Reading, in its reports, sIiowb a very large debt, does 
it not?—A. Yes. 

Q. Is not the cost of carrying that debt included in the expenses of the com¬ 
pany?—A. 1 presume so. 

Q. Does not, then, the cost of carrying this undeveloped land for the next 50 
years come on the price to the present consumer in a degree?—A. There will be 
an effort, I presume, to get it out of the consumer. They have not been very 
successful up to the present time, I will admit. 

Q. Has the reorganization cut down the debt?—A. I could not answer that ques¬ 
tion. You will have to depend upon the company’s reports for that information. 

U. (By Mr. Conger. ) Would that item of interest on the investment covering 
undeveloped coal land be much of an item in the price of coal?—A. Very large. 
If I remember correctly the Reading company invested about $50,000,000 in coal 
property, and if I also carry the fact correctly the interest at that time upon the 
debt that was created was 7 per cent which represented in interest an annual 
charge of $8,500,000. 

Q. (By Mr. J. C. Harris.) For carrying coal property?—A. For the carrying of 
coal property. 

Q. (By Mr. Ripley.) Does not that debt remain substantially as it did at that 
time? That is to say, has the reorganization ever cut down that debt?—A. I pre¬ 
sume not. 

Q. (By Mr. Conger.) Has it cut down the interest?—A. I presume it has. 
Undoubtedly. But, getting back to your question, you can seo how that in that 
case that charge becomes a very important iactor. 

Q. How many million tons does the Reading produce in a year?—A. They pro¬ 
duced last year !).33H,000 tons; but when that property was bought I presume 
that road at that time did not produce more than 0,000,000 or 7,000,000; so that 
you can readily see that the item of interest was a very important one. Take for 
instance, this recent acquisition of the Pennsylvania Coal Company: now, when 
you put the interest upon that it runs up 1o an item of about 50 cents a ton. 

Q. (By Mr. J.C. Harris. ) That is, on the investment?—A. As relating to the 
annual tonnage; it amounted to about 50 cents a ton. 

Q. (By Mr. Ripley.) Is there any largo proportion of that coal land of the 
Pennsylvania Coal Company not yet developed? Are they carrying a supply 
for future years?—A. They have a supply for future years, but it seems to me 
you have to lie very careful when you use the expression “developed. ’ There 
might be a very wasteful development. For instance, take a situation we have, 
mining in Luzerne County, Pa. Now. there are 8 or 4 or 5 operations there. It 
would be better for everybody, better for the public, if that work had been done 
by one operation. 

Q. (By Mr. Kennedy.) That would be an argument in favor of combination?— 
A. There are arguments in favor of combination. There are arguments in favor 
of power, but it is the abuse of power that is objected to. 

Q, (By Mr. Conger. ) I have one point I think wo would better bring out before 
we close, and that is in regard to the possible regulation of freight rates. You 
testified a few moments ago that the railroads, while they had expressed willing¬ 
ness to contract with the operators to give them 05 per cent of the tide-water 
price for their coal, had not offered to give a freight rate to independent operators 
of 35 per cent.—A. That is bound to come, became we will simply enforce it. 

Q. You think you will be able to get it?—A. That has been our record in the 
past. 

Q. I was going to ask you whether you had any suggestions to offer as to Gov¬ 
ernmental regulation of freight rates?—A. So far as our experience is concerned 
it has been a matter of profound regret to us that that the interstate commerce 
law did not give speedy and proper relief. That was the original intent, you will 
remember, of the law. The way it stands to-day, as I remember, under the law a 
decree of the commission is simply prima facie evidence, and then you may begin 
all over again. You may take that decree into the courts and it becomes simply 
a part of the evidence. 

O. It has been advocated by some that Congress should pass an act which would 
make the decisions of the Interstate Commerce Commission operative while pend¬ 
ing appeal by either party. Would you favor such an amendment?—A. I would; 
yes. 

Q. Are you familiar with the provisions of the so-called Cullorn bill before 

Congress?—A. Yes. 
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Q. Do you favor those provisions, as a general thing?—A. I do. 

Q. Ana you think, in the the interest of the public, Congress should enact the 
provisions of that bill into law?—A. I do; yes. If we could have had the relief 
which was expected under the Interstate Commerce Commission the time that Coxo 
Brothers & Co. brought the suit in 1889 there would have been a great change in this 
entire anthracite situation. 

Q. (By Mr. Ripley.) Would it perhaps have stopped this tendency toward 
the absorption of the independent operators?—A. Yes; certainly. Coxe Brothers 
made their appeal. Theirs was a concern of great influence and wealth; they went 
before the commission; they made a strong case, and yet it did not amount to 
anything. 

O. (ByMr. Conger.) Why did it not amount to anything?—A. The commission 
had no power. 

Q. Simply because the decision of the commission was not operative: is that it?— 
A. That is all. They waited a long time for it, and when they got it it was n< >t oper¬ 
ative. 


New Your Cit\, February !U(>U 

TESTIMONY OF MR. HENRY S. FLEMING. 

Secretary-treasurer Anthracite Coal Operators' Association. 

The special sub-commission mot at 10.80 a. in., Mr. C. .T. Harris presiding. At 
3.40 p. m. Mr. Ilenry S. Fleming was introduced as a witness, anil being duly sworn, 
testified as follows: 

C^. (By Mr. C. ,T. Harris.) Will you give us your name, your address, and your 
official title?—A. Henry S. Fleming, 20 Cortlandt street, New York City, i am 
secretary-treasurer of the Anthracite (’oal Operators’ Association. 

Q. Will you tell us something amout the independent, operators’ association, who 
compose it, and what proportion of coal they produce- any items of that kind that 
would be of interest to the commission''—A,. The association is made up of various 
individual operators—that is, smaller companies, the individuals owning the mines 
sometimes in their own right, and sometimes leasing from the landowners. We 
produced, up to this year, about 34 per cent of the entire anthracite output. This 
year I think it will be in the neighborhood of 29 or 291 per cent. 

Q. About how many members are there m your association?—A. That I really 
could not say. I do not remember. 

Q. What iire the duties ol your association?—A. That question is very difficult 
to answer. Tho association was organized for the general benefit of its various 
members—to do anything that it could to furl her their interests. The idea at the 
time it was organized was that a small operator was not in position to argue his 
caso against a large corporation, where a combination of a great many operators 
would be. 

Q. Is it part of your duties to obtain reasonable rates for the transportation of 
coal?—A. There has been an effort, made in that direction—a constant effort. 

Q. What is the railroad rate ail he present time to tide water?—A. That 1 really 
could not tell yon. 

Q. Do most of your members ship and sell their own coal, or do they sell it to 
the i ailroads for a proportion of the tide-water price?—A. None of the coal is sold 
to the railroads, but many of the members sell their coal to large companies, 
the stock of which. I understand, is practically controlled by the railroad com¬ 
panies. It is entirely separate—it is an entirely separate organization. 

Q. That is what I meant. Do you sell to the coal companies that are supposed 
to be connected with the railroads?—A. The majority of the tonnage is taken by 
them. 

Q : That is, the largest coal companies are really owned by tho railroad com¬ 
panies themselves; or there is a community of interest, is there not, between them 
and the railroads?—A. I can only say, I suppose so. That is a question of the 
stock books. The stock transfers are the only things that will show that. 

Q. You said that the independent operators had dropped from 34 per cent to 29 
per cent this year. Will you tell us the cause of that falling off?—A. Quite a 
number have sold. 

Q. (By Mr. Conger.) Sold to whom?—A. To the various companies. Some of 
the largest companies have been increasing their holdings. 

Q. The railroads?—A. Not directly, in any case. 

Q. (By Mr. C. J. Harris.) We do not mean, when we say the railroad com- 
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panics; I think we would better say the companies which have been testified to as 
being controlled by the railroads. That is what we mean.—A. Yes; with that 
understood I should say, yes. I could not, of course, testify as to the control of 
these companies. That is something 1 do not know anything about. 

Q. To what points is the coal shipped—the anthracite coal produced by these 
companies?—A. It really goes all over theeountry. The market extends south to 
New Orleans and west to Duluth, and to all points east of those cities. 

Q. In what directions, if any, do you have most of the trouble with freight 
rates?—A. That would be a very difficult question to answer. Under the con¬ 
tracts there is no question of freight rates. The people who have sold their coal 
under contra« t have nothing whatever to do with the rate. On the relatively 
small proportion sold on their own account, naturally, there is complaint of the 
rate in every direction. 

(*>. Do your people have any complaints in regard to furnishing cars for other 
facilities?—A. That, 1 think is exactly as in any large industry. There are times 
when cars are scarce: and while we appreciate that it is impossible to furnish all 
that are needed, we find it a very wise plan to insist on getting them, though I am 
not sure it amounts to very much. 

0. Would you say they treat the companies in which they had an indirect inter¬ 
est better than they treat your independent companies?—A. Oh, no; not at all. I 
think the distribution of cars has been exceedingly fair all through. I would be 
very apt to hear any complaint in that direction. 

Q. Are there any complaints in regard to terminal charges?—A. No; I do not 
remember of bearing of any complaint on that ground at all. 

Q. What did I understand you to say m regard to the proportion of coal con¬ 
tracted to the larger companies as compared with what your independent oper¬ 
ators ship and sell directly?—A. That I really could not answer. The larger 
proportion, I should say, is contracted. 

Q. I understood you to say the larger proportion is sold to the larger companies?— 
A. Yes. In many cases, if I may explain, a company will contract to sell the 
greater part of its output. Anything it produces over and above the quantity 
contracted it may send to market on its own account. That is done sometimes. 

Q. (By Mr. Kennedy.) Did you not just now say that cars are furnished freely, 
that there is no trouble on account of cars?—A. When they can, the railroads fur¬ 
nish them. I Ihink we all recognize that there are turn s when they can not give 
the cars. 

Q. You heard the testimony of Mr. Brooks at Washington, did you not?—A. 
Yes. 

Q. His complaint was that thero was a great deal of trouble.—A. During the 
time grain is moving it is very difficult to get cars back. In many instances they 
have sent coal in box cars. I think that is a local matter. It is hardly a matter 
of any importance. The local agents may send in box cars to collieries whose 
chutes were not suited for them. 

Q. Is the situation better now than it was at the time Mr. Brooks made the state¬ 
ment?—A. I should say, yes; decidedly. The railroads havo all added to their 
rolling stock and to their motive power. 

Q. He seemed to think it was because they were being discriminated against by 
the railroads.—A. I do not think so, hecauso that is a contingency that happens 
in almost everything. I had the same trouble when I was in the iron business. 
Those are local matters; they are not broad. 

Q. (By Mr. C. J. IIauris. ) What is the contract price generally made with the 
larger coal companies by the independent operators? 

The Witness. The yearly contracts made a great many years ago gave the 
operators 40 and 43 per cent of tho price at which coal sold at tide; and. at the 
same time, I believe there were some contracts that were based on tho amount 
paid to labor. The varying price of labor made a difference in the price that the 
operators received for their coal. Just how that was arranged I do not know. 
That was a matter of some 25 years ago. It was a regular scale contract. After 
that the rate was advanced to, I think, 55 per cent. 

Q. We understand to-day it is 60.—A. Then it was made 00 per cent and was 00 
from 1892 up to 1898—6 years. 

Q. What is the contract that is to be made now?—A. The contracts are based 
on 65 per cent of the tide-water price. 

Q. For how long a time is that contract to he made?—A. That, I think, depends 
on each individual company. It is a contract that is not made between the rail¬ 
roads, but between each coal company and each individual operator who chooses 
to sell. 

Q. Is it not made for the whole product of the mine?—A. I think it is in some 
cases, and not in others. An operator whose lease terminates can not make such 
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an agreement. If the lease of any part of the ground terminates before the time 
by which all of the coal can be removed he can not contract for all the coal in the 
ground, so that each individual contract has to be drawn with that allowance. 

Q. (By Mr. Kennedy.) Have you seen these contracts?—A. I have simply seen 
the first form. It has been modified and workod over, and tho last form I have 
not seen at all. 

Q. You are familiar with all the terms of the contract, are you?—A. I really 
could not say I am. It has been in the hands of a special committee and has not 
come under my scrutiny at all. 

Q. Could you send us a copy of it?—A. I really could not promise to do that. 
I coukl ask for it. 

0- You would only have to ask members of your association?—A. I should have 
to ask the executive committee. 

Q. VVlmt percentage of the members of your organization have entered into 
that new contract with the companies?—A. That question I could not answer. 

Are they accepting it very generally?—A. They are: the majority of them 
are contracting on that basis. I might say they find it very much more to their 
advantage to do that, and avoid tho necessity of having an office of their own to 
dispose of the coal. If they have an office of their own it is a very simple com¬ 
mercial proposition —they must have an office here and a representative in a dozen 
other places, involving large expense, while they may not be sending coal to those 
places. 

Q* (By Mr. Conger.) Do those contracts usually restrict the production of the 
mine?—A. Oh, no; never. 

Q. Is the mine operator at liberty to produce as much coal as he has a mind to 
under that contract, and can he get cars to take as much as ho will mine, regard¬ 
less of the quantity?—A . Tho coal company agrees to take as much as if requires. 

Q. Ah! As much as it requires?—A. I do not remember tho clause that covers 
that ground, but the coal company certainly could notagree to take an amount of 
coal that it could not dispose of. 

Q. What I was getting at was the fact ns to how the production—the amount 
of production-is fixed.—A. Well, the coal company will take all the coal it can 
handle, and there comes in the point I made a little while ago - that the operators, 
when they ship over and above the amount contracted for, can sell the surplus on 
their own account. 

Q. Tho operators can?—A. That has been tho case always. 

Q. If they dispose of their selling agencies they are not in position to market to 
great advantage, are they? A. There are the various commission houses. There 
are in New \ork probably is or i*0 large commission housos handling coal, both 
soft and hard. 

Q. You testified a little while ago that the distribution of cars is, in your opin¬ 
ion. satisfactory to the operators at the present time. Naturally it would devolve 
upon the railroads to supply plenty ol cars. Would they not, under this contract, 
have the first interest m that direction?—A. Most decidedly. 

Q. Has that been the remedy for the evil-'—A. 1 think the tendency, so far as I 
can see, is for the railroad companies to give the operators preference in tho num¬ 
ber of cars over their own collieries- that is. over the collieries operated by the com¬ 
panies supposed to he under railroad control. I n< >tiee that in taking the figures of 
the mine inspectors showing the number of days worked by various collieries, as a 
general thing, what wo call the railroad collieries operate a less number of days 
than the individual collieries. 

C,). (By Mr. Kennedy.) Again that is directly a contradiction of Mr. Brooks's 
testimony.-A. That is what I say. If is purely a local matter. It is a matter 
that arlects one colliery and may not affect another. That sort of thing may last 
at one colliery for a low days or a week. Shortage of cars is a local matter-a 
temporary matter. 

Q. (By Mr. Conger.) Are you an operator yourself?—A. No; I have not any 
interest in mines—that is, in hard coal. 

Q. Have you any soft, coal?—A. Yes; I am interested in several soft-coal mines. 

■ h D °m,°. u consider that har(1 and soft coal are competitors?—A. Most emphat¬ 
ically. Thirty-five per cent of our output is in direct competition with bituminous 
coal. It is a competition that is steadily increasing. 

Q. Have the independent operators any grievances at the present time? Are 
they satisfied with present conditions?-A. While they have taken in these con- 
tracts, I have not heard any complaints. The contracts are apparently satisfac¬ 
tory- Of course 1 think everybody would like more, but it has been doubtful 
whether it can be obtained. 

., are getting what they consider their fair share?—A. If fairly carried out, 

* 8 ’ I think everybody considers it a very fair share. The arrangement puts 
the division on a very fair basis. Out of the difference between what the company 
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pay8 and what it receives, it has got to pay the freight rate, which is an arbitrary 
rate. These companies also have to pay their selling expenses and for the support 
of the various agencies. 

Q. The present consumption of anthracite coal is about how much per annum?— 
A. Last year it was 47,000,000 tons, 1 think. 

Q. Would the total capacity of these collieries be much greater than that con¬ 
sumption if they were run full time?—A. Not unless we had another class of men; 
the men won’t work more time. 

Q. Will not work more time?—A. No. They worked all the time in 1895); I 
think we wore then just about as near our productive power as we can get. 

Q. It has been testified to here in the last day or two that at present coal is being 
produced at the rate of 5,000.000 tons a month.—A. Yes; it is. But you could not 
do so much all the year round. To produce 5,000,000 tons a month you have to 
increase your dead work very rapidly, and that is slower work. You could not do 
it: you would not have space for it. 

(^. Do vou think every producer is putting out as much coal as he can at the 
present time?—A. No; I think there are some collieries that could put out more 
if they would press hard, but it would not be an advisable thing to do. Hasty 
mining is dangerous. 

Q. Do you think the mines arc being run at practically their full capacity—say 
two-thirds of the capacity at the present time?—A. I would say that to-day the 
mines are at full capacity, decidedly. The record of production is only 5,125,000 
tons, I think, in a month. 

What I was getting at is whether there is any agreement or arrangement by 
which production is restricted among the operators?—A. No; there is nothing of 
tho kind at all. There are times when the market simply does not take coal, and 
you have no place to store it. It is like any other large commodity. If you keep 
on running a factory you produce a certain amount of goods that you can not find 
a sale for; and the coal trado is in tin* same condition. During the summer 
months the market requires very little coal, and the mines operate until they have 
everything filled ,iust as full as they can. They cover the current demand, and fill 
every available storage for the consumption m winter. 

Q. (By Mr. C. J. Harris. ) Is dead work done in the summer to some extent?— 
A. To some extent, yes; it is absolutely necessary to do that, so as to provide for 
extended mining in the winter; otherwise you could not operate. 

Q. (By Mr. Conukk. ) How is the price ot coal fixed?—A. It is not fixed. Each 
company has its own price. The price varies according to the reputation tho coal 
has, and according to the grade and quality. 

Q. Does not coal of the same quality sell for about the same price in tho same 
market now?—A. No; [ should say the variation in tho market v r ould be between 
70 and 80 cents a ton. 

Q. In coal ot tho same grade?—A. Different kinds of coal. 

Q. Same quality and grade' 1 '—A. Yes, I would be willing to say that is true 
practically of the same quality and grade. There is a difference m the reputation 
that a coal has. Some people prefer a free burning coal, and some prefer a slow 
burning coal. 

Q. Can you mention any two names or kinds of coal between the prices of which 
there is such a wide divergence as 70 cents a ton at the present time?—A. Oh, yes. 
I should say that in any of the free-burning coals of the Upper Lackawanna region, 
as compared with the coals of the Lykons Valley district, you get a variation of 
more than that sum. Those are two extreme coals. They are both specialties. 

Q. Do you refer to the New York price?—A. New York, yes; I am quoting f. o. b. 
New York. 

Q, As I understand you, these two coals you have named are practically of the 
same quality?—A. No; they are different in quality. You can not get any two 
coals of the same quality. There are coals that have a reputation. The actual 
heating power of the one is practically the same as that of the other. I would say 
they are practically of the same quality. As to market value, they are entirely 
different in character, and consequently they have a different market value. 
Lykens Valley coal is a very choico coal to some people; other people would not 
use it under any consideration. 

Q. (By Mr. Riplky.) Was there not formerly some sort of agreement or defi¬ 
nite price put on each kind of coal?—A. I think there has been nothing of that 
kind since Mr. McLeod s time. 

Q. That was customary, however, for a great many years, was it not?—A. No; 
that lasted only about 3 months, and that was not with all kinds of coal. That 
was only with the production of four or five companies. 

Q. You mean to say, then, that in the market of New York to-day there is not 
a certain price for each grade of grate, stove, or nut coal? You mean to say there 
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is not a regular quotation for each one of those kinds of coal?—A. For an average 
all through? 

Q. In general?—A. No; decidedly not. 

Q. There is not?—A. No: there is not. One company will issue a circular for 
its coal, and you will find in that circular a series of variations all the year through. 
The circulars issued by the other companies are each for their own variety of coal. 

Q. These collieries must overlap, do they not, so that two collieries or two com¬ 
panies will be producing practically the same quality of coal? That is, there is 
more than one company in theLykens Valley district?—A. No; the Lykens coal is 
practically all brought up by the Lykens Valley Coal Company. The vein is touched 
by other companies. 

Q. But the prices of that coal differ as between the different companies?—A. If 
all got out Lykens Valley coal they would all get the highest market price on that 
coal. 

Q. In other words, there would be a practical agreement on that quality of 
coal?—A. No; I should not call it an agreement. I would rather put it this way. 
The people who were getting this class <ff coal would get just as much money for it 
as they get in the market. 

Q. Did not thi' sales agents meet up to 2 years ago?—A. That I do not know. 

Q. Were there not meetings of the sales agents representing all these com¬ 
panies'"—A. That I do not know, 

Q. There were meetings up to a comparatively recent date, were there not?—A. 
That 1 could not tell you. 

Q. They were testified to very fully in 1892.—A. That was before my time. 

Q. You have no knowledge, then, of meetings of sales agents within 5 years?—A. 
Absolutely none since I have been in the trade. 

U. You have never seen published reports?—A. 1 have seen numerous reports 
and statements. 

You have never seen anything to confirm them?—A. Absolutely nothing. 

(j. (By Mr. Kennedy.) Are soft-coal dealers members of your association?— 
A. No. 

< 4 ). Is there an association 111 New York of soft-coal men?—A. None that I 
know of. 

How is that coal handled here: does it come in as the property of individuals 
or the railroads?- A. It comes in as tho property of individuals. Some of the very 
large soft-coal companies follow the same plan as tho big anthracite companies do; 
that is. they buy up the product of the various small companies around them and 
ship it to New York as their product. 

<^. Do you know anything about the difference of cost of shipping soft coal and 
hard coal—the charge per ton per mile by railroads'"—A. No; 1 really could not 
say anything definite on that, point. That is a matter of figures from the books of 
the company. 

You are interested in soft coal, are you not?—A. Yes. 

Q. Shipping it?—A. Yes: I am interested in Tennessee and West Virginia mines. 

Q. To what points do you ship that coal?—A. Tho West Virginia coal goes to 
Newport News and some of it West: the Tennessee to Chattanooga. 

<q>. Have you ever figured out tho cost per ton per miloof shipping your soft 
coal?—A. Some years ago, in West Virginia, but that was an exceptional year. I 
think the cost was something in the neighborhood of three-tenths of a mill per ton 
per mile. 

Q. You consider that very reasonable?—A. Yes; that was particularly reason¬ 
able. 

Q. Was it more so than they are charging for shipping the hard coal in this 
region now?—A. Very much less; but the price there has advanced very materi¬ 
ally since that time. That was really a losing price. The roads could not afford 
to operate on that basis. 

Q. You know nothing about the charges of shipping soft coal to this market?— 
A. No; I do not; I am not in that business at all. 

' Q. Have heard of no complaints about the great disparity between the two?—A. 
Oh. naturally I have heard complaints. I think all anthracite people have com- 

S lained that the soft coal gets into the market for less money than the anthracite 
oes. 

Q. Do you know of any reason why it should be brought in cheaper?—A. Yes; 
there is really a very good reason. SSolt coal comes in train loads, and it is all the 
same. You can carry it out to the end of the dock and dump it into the boat 
and ship it. Anthracite comes in different sizes and is of different qualities; all 
have to be kept apart. Probably 5 cars will be of one kind. Those will have to 
be loaded into a barge. The others will have to be held, and yon have got to hold 
the barges there under demurrage till you get enough of that grade to fill them up. 
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So it floes make a very great difference in the cost The coal most be put on 
Storage piles, awaiting sufficient amount to 611 a particular order or must be held 
in cars at thecost of demurrage on the cars. Of course, that does not pay. It means 
also interest on the value of tho coal, as well as the breakage on the coal, which 
amounts to a big item. Soft coal is shipped direct. It goes right from the mine 
down into the barge. It is an infinitely easier article to handle. 

Q. What is the rate per ton per mile of shipping hard coal to tide water?—A. 
The present rate? I could not answer. I would simply be giving a guess, and 
that would he. I think, very unsatisfactory. It varies on the different roads and 
according to different mileages. 

Q. What has it been in a recent period?—A. Well, in the period which I com¬ 
pared with the rate then prevailing on the Chesapeake and Ohio, it was about 
nine-tenths of a mill; but that is not a fair comparison, yon remember, because 
that nine-tenths includes all the selling charges, and this demurrage at tide, and 
the delays. It is very expensive. 

Q. (By Mr, 0. J.Harris.) Have you any estimato of the amount of anthracite 
coal in sight at present; how long it would last at thopresent rate of prodution?—A. 
None except that made by Griffith some years ago, and published in the Bond 
Record. 

Q. Do you rememl>er al >out what that was; how many years’ supply he estimated 
there is ahead?—A. No, I really do not 

Q. Sixty or an hundred?—A. I really could not say offhand. My recollection 
is that the estimate of one hundred years was for all regions. That supply was 
estimated tor some two hundred and fifty or three hundred years for the Reading 
Company alone; something of that kind. That is simply a guess. Really I do not 
remember. 

Q. The Reading Company is tho largest holder of coal lands of any of tho rail¬ 
roads, is it not?—A. Oh, yes. by a great deal. I am speaking simply of the Read¬ 
ing Company as being the largest of all. 

(By Mr. Kennedy.) What profit has the seller of coal now, on the ton?—A. 
What is his commission, you mean? 

Q. Yes; or what is tho profit? Can yon give us tho cost of bringing a ton of 
coal to New York—mining cost, and the transportation cost, and any other items 
of cost, if there be any, and tho selling price of it?—A. No; I really could not do 
that. The figures vary so much in each case. They vary with 'every mine: with 
every part ot the mine. 

Q. Can you give an instanco?—A. 1 could not give even a single case. That is 
a matter that does not come under my department at all. 

Q. Do you know anybody that could do that?—A. That would have to be done 
by the individual operators, by each company. The figures vary in each case. 
They vary with the distance the mines aro from tide, and they vary with business, 
the amount of track the operators own, Some of them have a lew miles of track 
running from their breaker out to tho railroad, and on that they get a certain 
mileage. And they vary with the vein they are mining in, and the length of time 
they have mined in tho vein, and tho local conditions for the vein. 1 do not think 
it would be possible to ever arrive at even a moderate! v accurate estimato. I took 
that thing under consideration a long time ago, and found it impossible to arrive 
at satisfactory conclusions. 

Q. Can you give us any information about the export trade in anthracite coal, 
and also in bituminous coal?—A. In anthracite coal there has been practically no 
export to Europe. Some small quantities have gone o\ er, I think more as samples 
than anything else. I do not suppose the total amount of anthracite export to 
Europe would be more than 10 or 15 tons. The Bureau of Statistics gives’the 
figures of anthracite export, including tho coal going to Canada. The Canadian 
market is a very large one for anthracite. 

Q. Do you know anything about the exportation of the soft coal?—A. Yes; 
there is quite a great deal of it going abroad. 

Q. You are in that trade yourself?—A. Yes, but we are not exporting any. I 
went over to Europe a couple of times just on that matter to find out what market 
there is, both for soft coal and hard coal. 

Q. What do you think of it?—A. I think the market there is a very big one, 
especially in the southern part. I do not think we can touch the northern part 
for a great many years. 

Q. Are you going exclusively into southern Europe?—A. Yes; I think the ship¬ 
ments this year will amount to close on to a million tons. 

Q. Is that a great improvement?—A. There was practically nothing before. I 
really do not remember the exact figures. I did see them, too. 

Q. (By Mr. C. J. Harris). Where does the coal go from mostly?—A. Phila* 
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delphia and Newport News. I think a little has gone from New York—very little. 
New York is not so good a shipping point as those. 

Q. West Virginia coal mostly?—A. West Virginia and Pennsylvania. The coal 
has been received very favorably on the other side, but our method of mining is so 
different from theirs and also the shipping, that it is going to take a little more 
effort to establish the market, and get firmly fixed in it than it would here. 

Q. Whence have these southern countries of Europe formerly obtained their 
coal supply?—A. From England principally, and small quantities from Belgium 
and Germany. Spain produces'practically no coal, Italy none; they have to 
import all they use. 

Q. What did you say of the price of anthracite coal at present? What is it here 
in New York? What is it, delivered on the other side, on the Jersey side?—A. That 
would be a very difficult question to answer. 

Q. What is tho New York price of anthracite coal at present?—A. That would 
be beyond me to answer; it would depend altogether on the kind of coal you are 
going to buy. 

Q. We have had an average price given us here?--A. Yes. but an average price 
would not apply to every coal. You probably could not buy a ton of coal on that 
basis. ' 

Q. I think we have had an average price of *1.25 or $9.75.—A. I should not like 
to answer that question, because it would bo simply a guess, and I do not think 
you would get a first-class coal on that basis 

Q. How much higher is anthracite coal at present than it was at the same time 
last yoar, if any?—A. 1 should say about 90 or 95 cents a ton. I do not know 
about that. | After looking at paper. | Yes, I think that is a very fair estimate. 
I have here a statement showing the averages are made up from the selling con¬ 
tracts prepared by me for the association. Ea< h company turns over to the com¬ 
pany from which it Ini) s coal an exhibit of the average price at the end of each 
month. Those statements were sent to me. and I put all of them together. 

Q. To what do you attribute the higher price at tho present time when com¬ 
pared with the corresponding twelve months ago?—A. 1 think it is very largely due 
io the strike. It made coal extremely scarce. 

(,). Do you have an idoa that the prices will drop back to their old position?—A. 
Oh, I think so, beyond any doubt. You see anthracite coal in this market, in fact 
mall the markets, is meeting with a very sfrong competition from bituminous 
coal, and a very injurious result from the use of gas as fuel. Gas and steam are 
replacing it in the large office buildings and in houses lor domestic use. The con¬ 
sumption of anthracite is unquestionably falling off. 

t\>. Suppose the prico of anthracite coal should be unnaturally advanced; would 
there be any check for such advam e?—A. There would bo almost an immediate 
check from the increased consumption of gas—gas and bituminous coal for steam¬ 
making purposes. 

G. (By Mr. Conger.) Is it not a fact, that tho price of anthracite coal has 
already been so advanced as to greatly encourage the use of gas and other fuels?— 
A. I would not put it in that way; no If you will look over those figures you 
will see the prico of anthracite has lieen comparatively regular from 1897 to 1900. 
Taking the average of any size- except, possbly, tho steam sizes—I do not think 
you will find an average advance of more than 15 cents. 

Q. (By Mr. C. J. Harris.) Can you give ns tho maximum price of the domestic 
coals for 1897, 1898, and 1899?—A. Those prices are not fixed that way. 'Ihere is 
a general average of chestnut and larger. 

Q. (By Mr. Conger.) Are those prices from 1897 higher than they were pre¬ 
vious to that?—A. No; tlioy run just about the same. I have no general figures 
of this kind for previous yoarsr. I have the figures of some of the companies and 
some individuals who sold here. They run very close all tho way through. They 
are much lower, I might say, than they were back in the latter part of the seven¬ 
ties and in the eighties. 

G. Everything elso was lower?—A. Eveiythingelso was lower: yes. 

Q. Tho independent coal operators have no grievances now of which they may 
complain?—A. I do not know of anything that 1 feel at liberty to complain about. 

Q. (By Mr. C. J. Harris.) With the present new contracts that are offered to 
the independent operators will there be any large percentage of independent opera¬ 
tors in the anthracite coal business in a ;-hort time?—A. In what way? I do not 
quite understand. 

Q. If the independent operators tie up their properties on this 65 per cent con¬ 
tract, then that property, that product, is handled by the larger coal companies, 
and I understand you to say that the tendency is for the independent operators to 
go into this arrangement—to sign these contracts. In view of this outlook is it 
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not probable that there will be very little independent production in a short time?— 
A. What we call an independent operator is a man who owns and mines, irrespec¬ 
tive ot the way that he sells, 

Q. The degree ot independence—that is what I was trying to get at.—A. You 
mean independent shippers. It you put it that way, I think there will be com¬ 
paratively few. 1 believe most of them will find the contract rather more to their 
advantage than the other method of selling. 

Q. Has there been any corresponding reduction in freight rates offered the inde¬ 
pendent producer?—A. Oh, yes: that same proportion carries all through. You 
mean to the independent shipper? 

Q. Yes, the independent shipper.—A. Yes. 

(J. (By Mr. Conueh. ) Yon are quite certain of that?—A. That is what I am 
told. I am simply giving my general information on that point. 1 think that is 
the general understanding among the shippers. 

Q. Mr. Haddock testified this morning that he did not so understand it.—A. Mr. 
Haddock never had a contract. 

Q. That is probably truo. because it would harmonize with his testimony, which 
was to the effect that he had not as an independent shipper as yet been given a 
freight rate equivalent to per cent of theselling price.—A. 1 should be very 
much amazed if lie has, because those contracts have not gone into effect. 

y. Ought he not have it now if the present rate is to per cent,?—A. The rate is 
not 40. That is not the way it should be calculated. 

Q. (By Mr. Kennedy. ) You say you know of no cause of complaint on the part 
of the independent operators that you are at liberty to state. Do vou mean by 
that yon know of no complaint whatever?—A. No; 1 'mean I am not authorized to 
make any complaint. 

Q. Do you mean by that you know of no cause for complaint?—A. 1 think I 
would rather not answer that, question. 

Q. Are you familiar with labor conditions in the anthracite region?—A. Yes; 
fairly so. 

Q. Do you think the miners were just m their demands last fall?—A. No, I do 
not. 

y. Yon do not?—A. I think part of the demands were possibly just, but tbe 
general demand, I think, was unfair. 

(J Are you in favor of arbitration of labor disputes?—A. Very strongly, when 
both sides can be equally responsible. 

Q. Do yon recognize that there were more than two parties interested in that 
strike last fall? Do you recognize the public as a party at interest in a trouble of 
that kind?—A. I think necessarily. 

Q. Weil, have you any opinion as to whether thoro should be any means of com¬ 
pulsory settlement of troubles of that magnitude when they affect all the people?— 
A. 1 think it, would be very desirable if that same compulsion could apply equally 
to both operator and laborer; hut while you could very easily apply compulsion 
to the operator, whose money is in his property, it would be very difficult to apply 
it to the laborer. The laborer has no interest; ho has only to pack his trunk and 
household goods and leave. 

Q. In that case the laborers were asking for arbitration from the very beginning, 
werethey not?—A. There was nothing said about arbitration in the beginning; not 
in the beginning of the labor dispute. 

y. Are yon sure that Mr. Mitchell did not submit a proposition for arbitration?— 
A. At the first meeting; but that was after the thing had gotten fairly under way, 
and the matter had been taken up locally first by the various unions and various 
lodges. 

Q. (By Mr. Ripley.) You say, Mr. Fleming, that the individual operators have 
no complaint to make?-A. I say I am not authorized to make any complaint. 

Q. You have said that there is a tendency toward decrease in the proportionate 
output of the independent, operators during the last few years, have you not?—A. 
No; I referred to the difference between last year and this. Prior to this year 
there had been no material decrease. 

y. Has not a very considerable purchase of coal land been made by the coal 
companies within the last 2 years, beginning with the purchase by the New York, 
Ontario and Western, and other companies?—A. I think that was covered in a 
previous question; yes. 

Q. (By Mr. Kennedy.) Have yon anything to volunteer?— A. No; I think you 
have covered tbe ground very thoroughly. 

(Testimony closed.) 
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New York City, February St, 1901, 

TESTIMONY OF MR. ALFRED WALTER, 

President Lehigh Valley Railroad Company, 

The Special Subcommission mot at 1030 a. in., Mr. 0. J. Harris presiding. At 
1.43 p. ra. Mr. Alfred Walter was introduced as a witness, and, being duly sworn, 
testified as follows: 

O. (By Mr. C. J. Harris.) Will you give us your name and your occupation 
ana address?—A. Alfred Walter, president of the Lehigh Valley Railroad; my 
residence is in South Bethehem, Pa. 

Q. We would like to question you to some extent in regard to the anthracito coal 
situation. Will you tell us what proportion of the anthracite coal output your 
railroad carries, or the companies connected with your line? A. We transport 
something over 15 i per cent of the product. 

Q. Has your proportion been increasing, or has there been any variation in that 
percentage for the last 10 or 15 years?—A. The percentage that we are hauling 
now is, according to my recollection, about that of the last 3 or 1 years. 

Q. Is the coal output on yonr line produced by companies auxiliary to the rail¬ 
road company or by independent operators?—A. It is produced by both. 

Q. Do your auxiliary companies buy tho output of the independent producers 
for the most part?—A. In part wo do, and in part we do not. 

Q. What is tho percentage basis on which you buy and liandlo what you do 
buy?—A. At the present time we pay our operators from whom we buy coal (50 
per cent of the selling price at lido water. 

Q. That has been the evidence of most of Ihe witnesses, but there has been men¬ 
tioned a different proposition at tho present time which would be more favorablo 
to the independent operators—that is, a larger percentage to them. Have you 
made any of fhoso contracts yet?—A. We have not concluded tho arrangement. 
The matter is now under discussion. 

Q. Is there probability that the operators will receive a still higher percentage 
than they now get?—A. If looks that way; yes. 

Q. What do you say of the production and sale of anthracite coal; is it increas¬ 
ing from year to year, or does it stand about the same m tonnage?—A. In ton Page 
l think (he statistics would show that it varies from year to year, but probably 
over a period of years it increases somewhat. 

Q. Is there an oconomic limit to (ho prico at which you can sell your anthracite 
coal? Could tho price be advanced indefinitely, or, the minute the price of coal 
became what tho people called exorbitant or considerably increased over what it 
now is, would there be a resort to the use of other articles for fuel?—A. Oh. 
unquestionably: it has done so already. 

Q. What would vou say of the pi ice of coal to-day: is it a high, or a low, or a 
fair price?—A. I should say it is an equitable price. We hear of no complaints 
from anybody. 

Q. Is the prico of coal higher than it was at the same time a year ago, and if so, 
how much?—A. You are speaking now of the price to.the consumer? You know 
there is a very great difference between tho fluctuations of the wholesale price 
ami the price fo the consumer. The price of coal to tho consumer does not vary 
very much. I could not give you exactly the difference. It is not much over 35 
cents, if that. 

0- Is the margin between tho wholesaler and the consumer—that is, the margin 
of profit—a fair and proper and equitable one, would jou say, or could it be han¬ 
dled more economically by large companies?—A. I am not thoroughly advised on 
that subject, except in a very general way. It of course depends on tho facilities 
that the people have for handling it. Many years ago, perhaps twenty years ago, 
coal was handled at all points in a very primitive way. 1 think, within my 
memory, when a boat load of coal came to the dealer's yard it was unloaded by a 
bucket and a mule. At that time the business was done on a small scale through 
a great many dealers, and the amount of money invested by any particular dealer 
in plant, etc., was very small. The tendency of the last few years has been to 
concentrate the handling of coal in fewer hands, and those people have invested 
much more money in labor-saving devices, have carried larger stocks ot coal, and 
the presumption is that they save by so doing. It works out on the same line as 
all other business of a similar character. 

Q. Is the cost of mining coal the same now that it was ten or fifteen years ago?— 
A. Oh, no. When I first became familiar with anthracite mining some twenty 
odd years ago, tho great bulk or very large proportion of the mining was done at 
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result was that as water ncrmmilated the mine drained itself, and at that time 
mining was a much more profitable undertaking chan it is at the present tune. 
Not only that, but it was like all occupations of that kind in that it was gone into 
by a number of individuals. The plant required was comparatively small. The 
amount of money spent at that time tor a coal breaker probably did not run very 
much over $.10,000 or $£>,000, and a large part of the coal that was mined went to 
waste. Now those workings above water level have not existed for some years, 
and in order to obtain the tonnage it is necessary to go below the surface in a ver¬ 
tical way. That means that you run up against innumerable difficulties, increas¬ 
ing the cost m every direction. Not only that, but in older to get any return at 
all on the investment it is necessary to have much larger investments. For 
instance, the Lehigh Valley Coal Company is just completing one colliery opera¬ 
tion that is going to cost us over $.*>00,000. The same tonnage was taken out 
twenty years ago by a number of operations that perhaps cost us $25,000 or $30,000 
apiece. 

Q. Why is it there have not been inventions of machinery in anthracite coal 
mining to cheapen the cost, or have there been any?—A. Oh, a great many. There 
has been a vast improvement in that respect. 

Q. Do you use the electrical coal machines?—A. Yes; there are a number of 
devices of that kind. 

Q. They work in anthracite the same as in soft coal, do they not?—A. The 
devices are different. Of courso, the method of conducting anthracite mining is 
quite different from that of conducting the mining of bituminous coal: but the 
general idea that labor-saving machines have been invented and are used is true. 

Q. But still that fact has not, I understand you to say, lowered the price of 
mining coal per ton?—A. Oh. no; because the other items of expense have in¬ 
creased in very much greater proportion. 

Q. What do you say of the general community of interest which has been devel¬ 
oped on the part of the various coal railroads in the last few months or the last 
year? Is coal mining and handling coming more and more into fewer hands?—A. 

I do not think it is coming, necessarily, into fewer hands; I do not see any evi¬ 
dence of t hat. 

(^. Well, what would he the end and aim of such combination in an economic 
way—and the results?—A. 1 take it that tho competitive conditions under which 
we have done a great deal of our work in years gone by, have developed so many 
conditions that they render difficult the reasonable and businesslike discussion of 
the intricate questions involved. It is desirable that when they are discussed they 
should be discussed under conditions that will enable this to be done without any 
particular interest feeling that it is jeopardizing its business interests. 

Q. Would there be any savings arising from such a combination that would be 
likely to benefit the consumer as well as the people interested in the combinations?— 
A. Generally speaking, I think that any arrangement that can be brought about 
to benefit the producer is bound to benefit the consumer. 

Q. You see the map of the coal fields [re.'erring to map]. Do you mean that in 
such a combination the markets nearest to the coal field would be supplied from 
that coal field, saving, perhstps, iti transportation of freight.'’—A. Not necessarily. 

That would not cut very much figure in tho matter?—A. Not very much; 
not necessarily. You must remember that the anthracite coal from one region is 
entirely different from the anthracite coal from another region. In other words, 
anthracite coals are not all alike; they are not one substance, nor ca.i they be used 
for one purpose. People who have been in the habit of burning anthracite coal 
from one region do not like to burn it from another. Take a very cold country; 
the people there like to burn a very hard coal. Take a warm section of the coun¬ 
try; they like to burn a softer coal. There are some sections of the country, 
praticularly down East, down in New England, where they pay a very high price 
for a certain class of coal, and do so because it is cheap for them to do it. I Know 
it was the case some years ago in the manufacturing districts of Massachusetts, 
where the operators came home for their dinners in the middle of the day, that 
they would buy a small quantity of red ash coal, which will kindle with a match 
almost,- and when burned up will burn itself up entirely, there being very little 
ash left; they got the full benefit of it. And I suppose they buy it still. They did 
formerly. They could afford to pay for that coal, whereas harder coal coming 
from a different vien could not be used for their purposes at all. 

Q. (By Mr. Kennedy. ) What proportion of the coal product that goes over your 
road is that of independent operators and shippers?—A. Generally speaking about 
60 per cent. 

Q. Is that higher than the percentage carried over other roads?—A. Higher 
than most of them, yes. I think it is the highest of any. 
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Q. You mean 60 per cent of the coal that goes over your road is shipped by 
independent—by individual operators?—A. Yes. 

Q. Do they get cars as freely, and are they supplied as cheerfully as they are 
given to your own people?—A. Oh, quite so; generally more freely. 

Q. There is no complaint on that score, is there?—A. I think not. 

0. Is it not the policy of your road gradually to get absolute control of the prod¬ 
uct of your region?—A. No. 

Q. Would there be any advantage to your company in having the mining and 
shipping and selling of the product?—A. None, excepting to conserve the general 
interest. Of course the operator, like everybody else, only asks what he thinks is 
his fair share of the business; and as the ability'of the whole region to produce is 
very largely in excess of the ability of the market to take, the individual operator 
very often thinks that he should have the opportunity of shipping when, in order 
toconserve the general situation and make a reasonable and equitable division, it 
would be unwise for him to do so; that is, unwise for other people situated the 
same as himself, to have him do so. 

Q. Is there an v restraint in any way upon Ins shipping to the full capacity of his 
collieries?—A. No: if he does it, he does it of his own free will and accord. 

Q. You ship about 15 per cent of the anthracite product?—A. Yes; somothing 
over 151 per cent. 

Q. Is there any allotment to you of what your line shall carry of the anthra¬ 
cite?—A. No; we endeavor to conform to our proportion of the tonnage which 
can be shipped in any one month. 

Q. Can you say what the maximum production of your field might be, as com¬ 
pared with what you are shipping now?—A. Wo are shipping now our maximum. 

Q. You are shipping your maximum?—A. Yes; I think all fields are. 

Q. (By Mr. Ripley.) Would that t>o true of the Philadelphia and Reading 
fields?—A. I think so. I can not speak for them, but that is my impression. 

Q. You mean the maximum of collieries that are in existence, not the maximum 
amount of coal that is in the ground'?—A. No; I mean the maximum of the ability 
to produce. 

q>. (By Mr. Kennedy.) Have the independents any large tracts in reserve that 
are not operated?—A. I think not. 

Q. (By Mr. C. J. Harris.) Do the independents own or leaso for the most 
part?—A. Both; I should say, perhaps, they lease more than they own. 

Q. (By Mr. Kennedy.) You said something about a 05 per cent contract. I 
would like to ask you if it is provided in that contract that those who sign it shall 
forever after be debarred from shipping during the life of the other collieries?— 
A. I do not understand your question. 

Q. Is it provided in that contract that tnose who sign it, the independent oper¬ 
ators, shall give the entire product of their collieries to the company, sell it to the 
company? Is the 05 per cent contract for the whole of their production?—A. Yes. 

I want to be a little careful in answering that question. I think there are a great 
many limitations and stipulations in connection with that. 

Q. (By Mr. Ripley.) Practically it is for the life of the property.—A. Prac¬ 
tically, yes; still, as I say, with certain limitations. 

Q. (By Mr. Kennedy. ) I should like to have you tell us more about your under¬ 
standing of this phrase which has become so common now, * ‘ community of inter¬ 
est,” and how far the principle behind it has progressed among the coaler roads.— 
A. Of course, I can only speak of my own experience. I have no definite infor¬ 
mation in regard to others, and I do not know that I can state it any differently 
from the way in which 1 have stated it. 

Q. Can you say whether gentlemen who are in the directorates of other railroads 
are also in yours?—A. Yes. 

O. And would they have a voice in bringing about a uniform policy in all the 
coaJier railroads or most of them?—A. I do not think that; no. The idea of some 
people being interested in different properties is not at all an agreement. The 
presumption is that if a gentleman is interested in more than one property he will, 
when he considers a question in connection with any one property, take it up with 
a view to that property. 

Q. Is there any tendency toward a consolidation of all these coaler properties?— 
A. Not that I know of. 

Q. Is it possible, the way events are going, for an absolute control of them to be 
had by a few men?—A. I should think not. In the first place, you must take a 
practical view of that question. The affairs of these different companies are very 
complicated and very extended, and the difficulty now that we have in getting the 
results that economically are required involves the most careful consideration of 
all the questions that come up, and I think that gentlemen would hesitate to go 
beyond the point of transacting the affairs that are brought before them. We 
have all we can do to look after the interests of our individual property* 

16a-35 
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Q. (By Mr. Ripley.) For instance, what proportion of your total traffic in ton¬ 
nage is coal and what general tonnage?—A. About one-half is coal. 

Q. The percentage varies as between the different coal roads, I suppose?—A. Oh, 
yes; it is different on the different roads. 

Q. Can you give us any statement of the approximate percentages—how it is on 
other roads? Is your percentage of coal tonnage higher than-A. (Interrupt¬ 

ing.) As compared with other merchandise.-’ 

Q. Yes.—A. I would not care to answer. I have a very vague idea on that 
point. 

Q. The large percentage of your tonnage is coal, and an equal proportion of 
other freight would make it very difficult to administer the property solely in the 
interest of the coal without jeopardizing the other interests, would it not? The 
fact that your business is of this dual nature would make it difficult to carry out 
a definite line of policy for coal without affecting the other branch of the business, 
that is to say, it is not exclusively a coal road?—A. No; you are quite rigdit about 
that. 

Q. So that, for instance, a director in that company, while wishing, perhaps 
because of being a director in another coal road, to influence the Lehigh Valley’s 
course in the interest of the other road, would be obliged to consider the effect on 
the general traffic of that same road?—A. Yes. 

Q (By Mr. 0. J. Harris.) Were these so called coal roads built originally for 
the coal traffic exclusively? Do you know about that?—A. You mean at their 
inception? 

Q. Yes.—A. Some of them were and some were not. 

Q. What I wanted to get at is this: Has their business outside of hauling coal 
become very much more important than it was when they first started?—A. Oh, 


yes. 

Q. Is it growing?—A. Yes. 

Q. Cities and towns and districts sottle up, and the tonnage other than coal 
becomes a more important item every year; is that it?—A. Yes. 

(J. (By Mr. Kennedy.) I would like to ask you something about the labor con¬ 
dition in the anthracite region. Do you believe that the demands of the miners 
made last September were just?—A. 1 hesitate in answering, because in a business 
transaction 1 hardly know what you mean by the word ‘ just.” They made their 
demands and they wero acceded to. 

Q. (By Mr. Ripley.) The strike has not seriously embarrassed the companies, 
to your general knowledge?—A Not up to the present time; no. 

Q. (By Mr. Kennedy. ) I would like to ask you if the public is paying any more 
for coal as a result of that labor trouble of last year?—A. Oh, yes. 

Q. One gentleman testified the other day that the labor men had done what the 
railroad presidents had not been able to do in the past; that is, they had reduced 
the amount of coal produced, restricted it, adding that it was a good thing for the 
railroads, a good tiling for the independent operators, and a good thing for the 
miners. He did not say about the public. I would like to ask you if you think it 
was a good thing for the railroads, a good thing for thp miners, and a good thing 
for the consumers?—A. In so far as it resulted in ccmcessions to miners and in 
exhaustiug stocks which had accumulated. 

Q. (By Mr. C. .T. Harris.) It allowed a higher price to bo made, did it?—A. It 
resulted in a higher price being made. 

Q. (By Mr. Kennedy.) In a way that statement was correct then, that it was 
beneficial to the railroads and to the producers?—A. For the time being. 

Q. Is it beneficial to the public?—A. That depends entirely. I do not know what 
the public view of it is. 

Q. Could you not put yoursolf in the place of the public?—A. No. 

Q. Are you in favor of arbitration of these disputes between capital and labor?— 
A. That is rather a large question to answer in a few words. J believe that we 
should endeavor to get along with a minimum amount of friction with the people 
we employ and do all we can to prevent any trouble. 

O. Do you recognize that labor, in a great industry like that, should have a voice 
in fixing the wages, the hours ot labor, and the conditions under which the laborers 
work?—A. I believe that labor should be in a position where it can discuss and 
endeavor to reach conclusions with the employer as to what if shall do for what 
it gets. 


Q. Do you think labor can do that better in unorganized capacity of, say 140,000 
men, than-A. (Interrupting.) I think so—yes. 

Q. You think organization is a good thing?—A. As a general proposition, yes. 

Q. Do you recognize the public as a third party in interest to a controversy like 
that of last fall—the coal interests being one party, the mine workers another, and 
the public a third party?—A. I think that the employer, so far as he has obliga¬ 
tions to the public, should recognize them. 
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Q. Would you recognize the public, the public being consumers of this coal? 
They are cut off from the article which they want, delayed in their business, and 
inconvenienced in their homes, and if the controversy continues, the price goes up. 
Under those circumstances would you recognize the public as a third party- a 
very large third party—to a controversy of that kind, and that each should have 
some voice, the influence of which should prevail in a controversy like that?—A. 
That is a very broad question to answer. I do not know that 1 am prepared to 
express myself very fully on it. It is very much of the nature of a one-sided 
proposition. If the price of coal goes down we have to stand the loss. The public 
does not take us into consideration very much. If an arrangement could be 
brought about whereby, when we are at a disadvantage wo would be taken care 
of. it might be advisable under such conditions that in tho other stage of the case 
we would have to be regardful of the public, too. 

Q. You would not be in favor, in the public interest, of a legal force to bring 
troubles of that kind to an end before they go so far as to disastrously affect the 
public?—A. That depends very much upon conditions. I am not prepared to 
express myself on that decidedly. 

6. (By Mr. Riplky. ) I want to ask you if you are aware of a proposition to 
build an independent line to tide water along tho line of the old Delaware and 
Hudson Canal within the last year?—A. All I know about that is what 1 have read 
in the newspapers. 

Q. What would have been tho effect of putting in another independent line? 
Would it have been to make more friction between the roads?—A. 1 think that is 
reasonably to be supposed. We have had considerable experience in matters of 
that kind. 

Q. Did you formerly ship any of tho Pennsylvania Coalt ompany's coal?- a. iNo. 

Q. Bo that the acquisition of that property by tho Erie would not affect you in 
any degree?—A. No. 

Q. Can you say anything about tho relative proportion of your output of anthra¬ 
cite from the northern and the southern territory' Is the coal of the southern 
fields more expensivo to mine, or are those fields worked as cheaply as others?—A. 
When you speak of “southern,” what do you mean? 

Q. I mean tho middle, western, and Schuylkill.- A. Of course tho geological 
formation and characteristics of the different regions vary very much. The 
Schuylkill and what is known as tho Mahanoy are more expensive to operate than 
others, and as time goes on tho expense will increase. 

(^. Is that not also true of other coal beds in tho wholo southern territory, that 
they are more expensive to mine than the northern?—A. Very much indeed. 

Q. Is a larger proportion according to the area of output at the present time in 
the northern field? That is to say, is the Wyoming field more likely to be exhausted 
under present conditions than is the southern and middle western field as a whole? 
Is the northern field being more extensively worked?—A. I should say it is. 

Q. I am simply trying to get at tho description of the general situation. You 
have spoken of your percentage of the annual output as being about 15. There is 
no form of agreement as to that?—A. No, no 

Q. Are there any roads which have in the past hold out against such a general 
allotment?—A. I think not. 

<j. Has the Pennsylvania Railroad always been in ontiro harmony with other 
companies?—A. In a sense. 

Q. 13nt in a sense also not?—A. No; I think not. Of course, I do not know. I 
would prefer not to discuss the Pennsylvania’s policy. I do not know what that 
is, but we have not found—1 do not think they arc peculiar in any way. 

Q. The statement has been made by witnesses here, that in the past the Penn¬ 
sylvania Railroad has been rather a “free lance," implying that it held itself aloof 
from any obligation to conform to any other operations or to conform to any 
agreement as to the output, and I want to ask you whether that is true in your 
judgment?—A. The reason I smile is this, that my experience in the last 10 or 15 
years has been such—difficulties have been so great, controversies have been so 
great, and as far as the use of the lance is concerned, it has been so universal— 
that Ido not think the term “free lance” applies to any particular person or 
company. 

Q. Suppose you next year should turn out 20 per cent of the annual output—we 
will say of an output of 50,000,000 tons. Suppose you were to increase your out¬ 
put to 10,000,000 tons, would there be any complaint on the part of the other com¬ 
panies? Judging by experience of the past, are you quite lree to extend your out¬ 
put?—A. If we are prepared to take the consequences. 

Q. Those consequences would be what?—A. Disastrous to me. 

Q. In the line of-A. General competition; general disturbance. 

Q. I see. But bo far as the direction that the company goes, that action might 
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be taken if your directors chose to do so?—A. Oh, yes; there is nothing to prevent 
them; in fact, it has been done lepeatedly. 

Q. Within recent years?—A. Yes; within the last 12 or 18 months. 

Q. So recent as that?—A. Yes; oh, yes. We are producing freely, and the mar¬ 
ket is taking all we can produce, and wo are not under strain. 

Q. Havo yon ever heard a complaint on the part of the Philadelphia and Read¬ 
ing road that it should bo entitled to a larger allotment?—A. Yes; I have; from 
every other road, too. 1 have not heard it from the Reading particularly. 

y. The Reading, however, controls more coal lands than other roads, and the 
map would feem to indicate lhat its proportion of coal fields is greater as com¬ 
pared with the others than its proportion of the total output. Has that proper 
tion been larger in past years?—A. Yes; 1 think so. 

Q. Considerably so?—A. I think so; yes. 

Q. (By Mr. Kennedy.) If all are perfectly free to mine to their full capacity 
why should there he any complaint from any of them in regard to allotment? 
Wily should there lie any complaint; why not go ahead and increase their out¬ 
put?—A. That would mean self-destruction, 

Q. I should like to ask you if there is any competition; and how you follow it; 
on what basis?—A. In communities where bituminous coal is used, and under 
conditions where bituminous coal can be used and also the finest sizes of anthracite 
coul, the prices which obtain are affected by the prices at which bituminous coal 
is sold. 

Q. What proportion of tile anthracite output would that bo, :i.j per cent?—A. 
Yes; quite that or more. The proportion is constantly increasing, too. Of the 
total tonnage produced, the percentage of tlio fino coal' is increasing with great 
rapidity: 

(Testimony closed 2.28 p. m.) 


New York City, fVbrmiry JJ, iaai, 

TESTIMONY OF ME. E. B. THOMAS, 

1‘rcxidmit of Ilic Kriu Jiailruad ( Vna/im///. 

The special snbeommission met at the Chamber of Commerce building at 1.12 
p. m., Mr, C. J. Harris presiding. At 2.2!) p, m. Mr. E. B. Thomas, president of 
the Erie Railroad Company, was introduced as a witness, and, being duly sworn, 
testified as follows: 

Q, (By Mr. C. J. Harris.) Mr. Thomas, will you give us your name and 
address, also stating your official position?—A. E. Ii. Thomas; 21 Cortlandt street; 
I am president ot the Erie Railroad. 

Q. How long have you been president of or connected with the Erie Railroad?- - 
A. I have been connected with the Erie for thirteen years in different capacities; 
but have been engaged in the transportation business for over thirty years. 

Q. Could you tell us what proportion of the Erie Railroad's traffic is in anthra¬ 
cite coal?—A. Yes; I will tell you from our last report, which I brought along 
because that will give it a little more accurately than I could from memory. Our 
total coal transport, coal and coke, was about 12.000,000 tons out of a total of 
27,000,000 tons. 

Q. Not quite one-half?—A. A little less than one-half-that is, hard coal, bitu¬ 
minous coal, and coke. 

Q. Yes. Yonr bituminous coal comes from the Pennsylvania field?—A. From 
the Pennsylvania and Ohio fields. 

Q. (By Mr. Kennedy.) From the Hocking Valley?— A. We transport a certain 
amount of Hocking Valley coal in competing for transportation from Marion to 
Chicago, and possibly some little locally at junction points on our line. We are 
large carriers of Pittsburg coai, completing the transport of the Pittsburg and 
Lake Erie from Youngstown to Cleveland. We also distribute that coal locally 
ou our lines, and we produce from our own mines of the bituminous coal for 
supply for market purposes about 1,600.000 tons. I speak in round numbers. 

Q. (By Mr. C. J. Harris. ) About how large an anthracite-coal tonnage do yoti 
carry?—A. About 6,000,000 tons. For the year ending June 30, 1000, our anthra¬ 
cite coal transported was 6,000,000 tons. For the calendar year of 1900 it was 
5,200,000 tons. 

S . How much of this unthracite coal is mined by your own company; in a gen¬ 
way, what proportion?—A. We purchased 900,000 tons anil we mined about 
700,000 tons from our own mines. I will give you the distribution of tho 5,300,00) 
tons of the last calendar year: For tho Delaware and Hudson, 1,100,000 tons; for 
the Pennsylvania Coal Company, 1,900,000 tons; and for the Erie, 1,750,000. Now, 
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for all other producers and other railroads we transported 450,000 tons. That 
includes individual operators and coal coining to us at junction points. 

q. Do you handle this anthracite coal mostly by purchase?—A. Yes. 

Q. Anu do the selling yourselves?—A. Do the selling ourselves. 

Q. What is the percentage allowed the operator?—A. The operator has GO per 
cent of the tide-water price. He has that net without any expense of selling or 
handling, and takes no commercial risks. 

(^. We havo had a great deal of testimony about a new contract that is being 
made, giving G5 per cent to the mine owners. Are your roads doing the same 
thing?—A. Wo are doing the same thing with our operators, and it is expected 
that arrangement will be consumated. 

(J. (By Mr. Kennedy. ) Have any such contracts been signed?—A. On the part 
of the operators, yes. I have some on my desk that I have not as yet signed I 
have no reason to doubt the arrangement will be completed. 

q. Would you furnish the commission a copy of that contract omitting the 
names 7 —A. Iwould not like to answer thatquestion at the moment. If you leave 
that open I will answer before I leave the city. If the contracts go into effect, I 
have no hesitation whatever in saying I will do so. 1 

Q, If any contract goes into effect?—A. Yes. 

q. Weli, most all of them will have to go into that contract before any-?— 

A. (Interrupting.) No; we do not make tliata condition. We do think, however, 
we would be entitled to the acceptance of it by the bulk of them. 

Does that contract provide that those who sign it shall dispose of the entire 
product of the mines during the life of the mine to the Erio Company?—A. No; 
the Erie Company does not make any of the contracts. Some coal companies in 
thi' interest of the Erie will make a contract to purchase of the miner the amount 
of coal he may have in the ground. 

q. By Mr. Ripley.) That is, for the life of the property?—A. Yes; for the life 
life of the property. 

q. (By Mr. Kennedy.) So after he signs that contract ho can not he an inde¬ 
pendent shipper of the coal from the minos covered by the contract?—A. No; 
from that particular mine ho could not. 

(,). (By Professor Ripley .) You havo said that the contracts at the present timo 
provide for GO per cent of tide-water prices? - A. Yes; prepared sizes. 

<). Do you in conformity with that arrangement transport the coal of the inde¬ 
pendent operators who ship, for 40 per cent?—A. We never- have declined to do 
so. The rates on anthracite coal vary from $1.15 to $1.40 a ton. 

Q. The rates of freight would presumably be somewhat in advance of 40 per 
cent, would they not, to the person who ships individually?—A. An advance over 
40 per cent? I do not think so. Certainly the rates to the individual operator 
would not he any higher than now. 

Q. In other words, the individual operators would get the same rate to tide 
water that the person who signs a permanent contract would get?—A. I would 
not like to answer that question, because that is a question that has not been 
docided -what the rate will bo on a 35 per cent rate. Under the -10 per cent rate, 
as they now stand, the rates are from $1.15 to $1.40 a ton. 

q. What determines?—A. The $1.40 rate is on the prepared sizes and the other 
on reduced sizes. 

Q. About what proportion of the price would that be; would it be in excess of 
40 per cent-'—A. About 40 per cent. 

(5. So that it would make little difference substantially to the operator whether 
he has a contract with you for shipping at GO per cent of the tide-water price or 
whether he has his coal carried by your company for him at his own risk, ho sell¬ 
ing at tide water?—A. That would bo a very difficult question to answer because 
it has not been decided oxactly what the rate will be on the 85 per cent basis. 

Q. The complaint has been made before the commission that the individual 
operator who attempts to ship or sell for himself is charged somewhat in excess 
of that price. I want to ask you if that information conforms to any practice that 
yon know of?—A. So far as I am aware—and I get in very close contact and 
touch --I do not know a single dissatisfied operator or shipper in all the anthracite 
region on the line of our road, nor do I know of any controversies between them. 
The most amicable and pleasant relations have existed during the entire time I 
have been connected with the road. It is the fashion in this country, if a man 
fails in business, either from want of capital, his own inability, or the unfortunate 
enterprise in which he is engaged, to charge his failure to the railroads rather 
than by any possibility to his want of industry or application or ability. 


1 Mr. Tlioraas later submitted a copy of the contract, stating that it had been adopted on the 
Erie, but that he could not speak for the other railroads. It was identical with that on page 
605 of this volume. 
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be taken if your directors chose to do so?—A. Oh, yes; there is nothing to prevent 
them; in fact, it has been done i epeatedly. 

O. Within recent years?—A. Yes; within the last 12 or 18 months. 

Q. So recent as that?—A. Yes; oh, yes. We are producing freely, and the mar¬ 
ket is taking all we can produce, and we are not under strain. 

Q. Havo you ever heard a complaint on the part of the Philadelphia and Read¬ 
ing road that it should be entitled to a larger allotment?—A. Yes; I have; from 
every other road, too. 1 have not heard it from the Reading particularly. 

Q. The Reading, however, controls more coal lands than other roads, and the 
map would teem to indicate that its proportion of coal fields is greater as com¬ 
pared with the others than its proportion of the total output. Has that propor¬ 
tion been larger in past years?—A. Yes; I think so. 

Q. Considerably so?—A. I think so; yes. 

Q. (By Mr. Kennedy.) If all are perfectly free to mine to their full capacity 
why should there be any complaint from any of them in regard to allotment? 
Why should there be any complaint; why not go ahead and increase their out¬ 
put?—A. That would mean self-destruction. 

Q. I should like to ask you if there is any competition; and how you follow it; 
on what basis?—A. In communities where bituminous coal is used, and under 
conditions where bituminous coal can be used and also the finest six.es of anthracite 
coal, the prices which obtain are affected by the prices at which bituminous coal 
is sold. 

Q. What proportion of the anthracite output would that be, 35 per cent/—A. 
Yes; quite that or more. The proportion is constantly increasing, too. Of the 
total tonnage produced, tho percentage of the fine coal is increasing with great 
rapidity: 

(Testimony closed 2.28 p. m.) 


New York City, February 01, 1001. 

TESTIMONY OF MR. E. B. THOMAS, 

President of the Erie Railroad ( 'onipatuj. 

The special subcommission mot at the Chamber of Commerce building at 1.12 
p. m., Mr. C. J. Harris presiding. At 2.2!) p. m. Mr. E. B. Thomas, president of 
the Erie Railroad Company, was introduced as a witness, and, being duly sworn, 
testified as follows: 

Q. (By Mr. C. J. Harris.) Mr. Thomas, will you give us your name and 
address, also stating your official position?—A. E. B. Thomas; 21 Cortlandt street; 
I am president of the Erie Railroad. 

Q. flow long havo you been president of or connected with the Erie Railroad?-- 
A. I have been connected with the Erio for thirteen years in different capacities; 
but have been engaged in tho transportation business for over thirty years. 

Q. Could you tell us what proportion of tho Erie Railroad's traffic is in anthra¬ 
cite coal?—A. Yes; I will tell you from our last report, which I brought along 
because that will give it a little more accurately than I could irom memory. ()ur 
total coal transport, coal and coke, was about 12.000,000 tons out of a total of 
27,000,000 tons. 

Q. Not quite one-half?—A. A little less than one-half—that is, hard coal, bitu¬ 
minous coal, and coke. 

Q. Yes. Your bituminous coal comes from tho Pennsylvania field?—A. From 
the Pennsylvania and Ohio fields. 

Q. (By Mr. Kennedy.) From the Hocking Valley?—A. We transport a certain 
amount of Hocking Valley coal in competing for transportation from Marion to 
Chicago, and possibly some little locally at junction points on our line. We are 
large carriers of Pittsburg coal, completing the transport of the Pittsburg and 
Lake Erie from Youngstown to Cleveland. We also distribute that coal locally 
on our lines, and we produce from our own mines of the bituminous coal for 
supply for market purposes about 1,000,000 tons. I speak in round numbers. 

Q. (By Mr. C. J. Harris.) About how large an anthracite-coal tonnage do you 
carry?—A. About 6,000,000 tons. For the year ending June 30, 1000, our anthra¬ 
cite coal transported was 6,000,000 tons. For the calendar year of 1000 it was 
5,200,000 tons. 

S . How much of this anthracite coal is mined by your own company; in a gen¬ 
way, what proportion?—A. We purchased 900,000 tons and we mined about 
700,000 tons from our own mines. I will give you the distribution of the 5,200,000 
tons of the last calendar year: For the Delaware and Hudson, 1,100,000 tons; for 
the Pennsylvania Coal Company, 1,900,000 tons; and for tho Erie, 1,750,000. Now, 
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for all other producers and other railroads we transported 450,000 tons. That 
includes individual operators and coal coming to us at junction points. 

U. Do you handle this anthracite coal mostly by purchase?—A. Yes. 

Q. And do the selling yourselves 0 —A. Do the selling ourselves. 

Q. What is the percentage allowed the operator?—A. The operator has 00 per 
cent of the tide-water price. He has that net without any expense of selling or 
handling, and takes no commercial risks. 

Q. We have had a great deal of testimony about a new contract that is being 
made, giving 65 per cent to the mine owners. Are your roads doing the same 
thing?—A. We are doing the same thing with our operators, and it is expected 
that arrangement will bo consuuiated. 

Q. (By Mr. Kennedy. ) Have any such contracts been signed?—A. On the part 
of the operators, yes. I have some on my desk that I have not as yet signed. I 
have no reason to donbt the arrangement will be completed. 

0 . Would you furnish the commission a copy of that contract omitting the 
names 0 —A. I would not like to answer that question at the moment. If you leave 
that open 1 will answer before I leave the city. If the contracts go into effect, I 
have no hesitation whatever in saying I will do so. 1 

Q If any contract goes into effect?—A. Yes. 

<.j. Well, most all of them will have to go into that contract before any-?— 

A. (Interrupting.) No: we do not make that a condition. We do think, however, 
we would be entitled to the acceptance of it by the bulk of them. 

q). Does that contract provide that thoso who sign it shall dispose' of the entire 
product of the mines during the life of the mine to the Erie Company?—A. No; 
the Erie Company does not make any of the contracts. Some coal companies in 
the interest of the Erie will make a contract to purchase of the miner the amount 
of coal he may have in the ground. 

q). By Mr. Ridley.) That is, for the life of the property?- A. Yes; for the life 
life of the property. 

q>. (By Mr. Kennedy.) So after he signs that contract he can not be an inde¬ 
pendent shipper of the coal from the mines covered by the contract?—A. No; 
from that particular mine ho could not. 

(,}. (By Prolessor Ridley. ) You have said that the contracts at the present time 
provido for 60 per cent of tide-wator prices?--A. Yes; prepared sizes. 

(>. Do you in conformity with that arrangement transport the coal of the inde¬ 
pendent operators who ship, for 40 per cent?—A. We nevor-have declined to do 
so. Tho rates on anthracite coal vary from $1.15 to $1.40 a ton. 

q>. The rates of freight would presumably bo somewhat in advance of 40 per 
cent, would they not. to the person who ships individually?—A. An advance ovor 
40 per cent? I do not think so. Certainly tho rates to the individual operator 
would not be any higher than now. 

Q. In other words, tho individual operators would get the same rato to tide 
water that the person who signs a permanent contract would get?—A. I would 
not like to answer that question, because that is a question that has not been 
decided -what the rate will bo on a 35 per cent rate. Under the 40 per cont rate, 
as they now stand, the rates are from $1.15 to $1.40 a ton. 

Q. What determines?—A. The $1.40 rate is on the prepared sizes and the other 
on reduced si/.es. 

Q. About what proportion of the price would that be; would it be in excess of 
40 per cent- 1 —A. About 40 per cent. 

O. So that it would make little difference substantially to the operator whether 
he has a contract with you for shipping at 60 per cent of the tide-water price or 
whether ho has his coal carried by your company for him at his own risk, ho sell¬ 
ing at tide water?—A. That would be a very difficult question to answer because 
it has not been decided exactly what the rate will be on the 85 per cent basis. 

Q. The complaint has been made before the commission that the individual 
operator who attempts to ship or sell for himself is charged somewhat in excess 
of that price. I want to ask you if that information conforms to any practice that 
you know of?—A. So far as I am aware—and I get in very close contact and 
touch—I do not know a single dissatisfied operator or shipper in all the anthracite 
region on the line of our road, nor do I know of any controversies between them. 
Tin* most amicable and pleasant relations have existed during the entire time I 
have been connected with the road. It is the fashion in this country, if a man 
fails in business, either from want of capital, his own inability, or the unfortunate 
enterprise in which he is engaged, to charge his failure to the railroads rather 
than by any possibility to his want of industry or application or ability. 


1 Mr. Thomas later submitted a copy of the contract, stating that it had been adopted ou the 
Erie, but that he could not speak for the other railroads. It was identical with that on page 
605 of this volume. 
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more for the transportation of individual operators coal w getting that coal to 
tide water than they would charge if they had purchased the entire output of that 
mine; will you state what reason you have for that position'/—A. Because the coal 
which they purchase is purchased under an arrangement which gives them a sta¬ 
bility of business; the other is irregular. An operator may want cars to-day, he 
may’not want them to-morrow; we may be prepared to furnish them to-day, and 
for one day they may be idle. There is no uniformity of transportation, which is a 
very essential element in the cost, and I believe that would justify a higher rate 
under those conditions. If we directed absolutely the output of the mine, we 
would know to-day whether that mine is going to work to-morrow and to what 
extent, and we could supply that transportation with regularity. 

Q. (By Mr. C. J. Harris. ) Your road would be aide to rely on that amount of 
traffic always, whatever competition might come in?—A. Yes. 

Q. What is the economic purpose of this combination or community of interest 
in the coal-operating roads that has gone to tho front in the last six months? 
What is there to be said in favor of it?—A. I do not know of any combination, and 
perhaps this is as good a time and opportunity as will be presented to get clearly 
before you the fact that there is none. I know of no coal combination whatever. 


The nearest we ever came to one was in 1896, when the several anthracite-carrying 
roads entered into an agreement limiting the amount of transportation of anthracite 
coal, and agreeing upon a specific percentage which each of them would carry. 
That agreement was to continue, and did continue, for one year. It expired by 
limitation and has never been renewed. There is to-day no moral obligation on 
any railroad not to transport or mine all the coal it can dispose of. I am at per¬ 
fect liberty on the part of the Erie road to mine all the coal I can, furnish trans¬ 
portation or bringitdown here, and if I can sell it at a profit, to do so; or, if I prefer, 
throw it in the North River, which, if I could not dispose of it, I would have to do. 

Q. (By Mr. Kennedy.) If there were any combination or coal trust, as it is 
sometimes called in the public press, you would know of its existence?—A. Con¬ 
sidering the amount we transport, I think I would have to be invited to bo such a 
party to make it a real good strong success. I want to be perfoctly frank and distinct 
in my disclaimer in that respect.’ Now, as to community of interest, we do con¬ 
sult together. It is impossible to conduct the commercial affairs of this country 
without consultation. There are no agreements, express or implied. We aie at 
liberty to, and we do, mine and market as much anthracite coal as we can profit¬ 
ably find an outlet lor. 

Q. (By Mr. Ripley.; You feel that if you increased your proportion that 
would be an invitation to all other roads to do the same thing, and there would be 
an excess of production?—A. These markets are fairly well divided up as a result 
of long years of experience between the several coal producers and transporters. 
I could go, for instance, into the territory of some other road that has hitherto 
supplied the coal, and I could reduce the price of coal there and thereby add to my 
own transportation and market for a while. In a little while, however, the same 
thing would occur in our territory, the result of which would be that I would have 
succeeded in permanently lowering the price without any benefit to myself. Now, 
that is all there is of community of interest. The greatest danger that the public 
have to apprehend is from unrestricted and unrestrained competition. The great 
danger to the public in railroad rates is not that railroad rates may be too high; 
not that by combination among railroads we may so put up rates as to cripple 
commerce.’ The danger is from too low rates and favoritism, the former being 
the most important factor in breeding the latter. What this country commer¬ 
cially wants, and what I think the people want, if they thoroughly understand 
the question, is stability of rates—uniformity of rates: that A shall pay as much 
as B, and B shall pay as much as C; that favoritism shall be stopped. I know of 
no more pernicious factor in bringing about favoritism than unrestrained and 
unrestricted competition. 

y. Is there a tendency toward equitable freight rates at the present time? No 
favoritism; no rebates?—A. Rates as they exist to-day are not perfect, by any 
means, but they are more stable and more uniform than I have ever known them 
to be in my experience. 

Q. What is the cause of that—the good times or the better understanding 
among the railroad managers?—A. Both. 

Q. Which is the larger factor?—A. That would be very difficult to say. There 
have been a great many changes in the personnel among railroad men in the last 
few years, and, naturally, the transportation business, like every other, is one in 
which the element of personal equation can not be entirely overlooked. I think 
there is a feeling of more confidence on the part of each of us, and at the same 
time among us a disposition to bring about a better state of affairs. The railroads 
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of this country have shown their ability to transport a ton of freight 100 miles, or 
1 mile, more cheaply than in any other country in the world. 

Q. (By Mr. Kennedy.)' Why are they able to do that?—A. For a great many 
reasons. This is a now country, with opportunities for creating business and 
increasing our tonnage. We have stimulated development in every possible man¬ 
ner and in every possible way. No doubt the element of competition has done a 
great deal toward that. We have built a cheaper class of roads than other coun¬ 
tries, and while our capitalization seems large it is very small compared with that 
of foreign roads. The capitalization of English roads runs as high as $850,000 a 
mile, and it has been not unpopular to cry at the Erie road because it had a bonded 
debt of $70,000 a mile—a property which could not bo reproduced to-day for the 
bonded debt and a very large sum in addition. 

Q. (By Mr. Ripley.) Have you included the value of the terminals?—A. We 
have included the value of the terminals. 

Q. But excluding the value of terminals it might be-A. I am not so sure about 

that, because I doubt very much the estimates of what can be done, compared 
with what is actually accomplished. For instance, the Lehigh Valley road several 
years ago used our tracks from Elmira to Buffalo for their own terminal at Buf¬ 
falo. They were dissatisfied with the arrangements, and upon tho expiration of 
the contract they gave us notice that they desired to build their own line. We 
made every effort to keep them, but they presented statements as to how cheaply 
they could build the road and how satisfactory the result would be to them, ana 
they went off and built the road. 1 think to-day they would be glad to be back. 

Q. The country is paying interest on two parallel roads instead of one?—A. 
Exactly. The best example of that is the Nickle Plate and the West Shore. They 
were parallel and competing lines, built against two railroads that can transport 
freight probably more cheaply than any other in the world. How much better 
would the country have been conserved had the money invested in those two roads 
been applied to the improvements upon existing lines, tho cheapening of trans¬ 
portation, and the giving of better servic • to the public. 

Q. Would not that same reasoning apply to tho paralleling of the Lehigh Val¬ 
ley and the Central of New Jersey as they appear on that map [ referring to map ] ?— 
A. Precisely. Either one of them were competent to do all the business through 
that territory. 

Q. (By Mr. Kennedy). What benefit would the public have if there were but 
one of those roads, as you see it now?—A. I never havo known of an instance 
where we succeeded in reducing the cost of transportation that in the end the 
public did not receive the benefit of it. 

Q. (By Mr. ('. J. Harris.) If one road could secure the whole tonnage and 
traffic of the two roads they would be able to make some reduction in charges 
perhaps on account of that increased business?— A. They certainly could. 

Q. Some 20 or 25 per cent, perhaps?— A. I would not like to state the amount. 

Q. Well, it would bo some percentage of reduction?—A. They certainly could 
do that, and had legislation been directed to preventing the building of tne com¬ 
peting lines which were unnecessary and to the restriction of the capital issues 
upon which profits should have been paid to the existing lines, then the legislation 
would have been in the line of affording a better solution to this problem than it 
has thus far done. 

Q. Do you think that without this competition the then existing railroad would 
have reduced traffic charges?—A. As I say, 1 havo never known an instance where 
we succeeded in reducing the cost of transportation that ultimately the benefit of 
that did not go to t lie public. It is a very narrow question and very difficult to 
answer as to whether, without any competition whatever, a reduction would 
have been made. That is going into the held of theory to too great an extent, but 
you must bear in mind that America is competing with the world. The price at 
which we ship a car of grain from Chicago to New York is not fixed by the rail¬ 
road. It is fixed on the Bourse of France, by the markets of England and the 
Continent, and it is in competition with the Argentine Republic, with India, Rus¬ 
sia, and all other producing countries. It costs so much, or at least the producer 
is willing to sell it at the point of production for so much; it is worth so much at 
foreign markets: shall America step in and take that or leave it? 

Q. (By Mr. Kennedy.) It is largely the railroads that must decide whether the 
American tanner gets the foreign market for his grain?—A. To some extent. 
Now, being forced to carry that export trade in competition with the world, it 
would have been an imp issibility for them to so advance rates as to cripple seri¬ 
ously or produce any mjnal ice toward shippers. That is my answer to your ques¬ 
tion as to whether if it had not been for this competition we would have reduced 
the rates. 

Q. Does not the shipment of grain by the Mississippi River and the Gulf have an 
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influence?—A. It has a very great influence; likewise shipment on the lakes to 
Buffalo and on the canal from there to the St. Lawrence River and the Canadian 
line. 

Q. (By Mr. Ripley.) The statement has been made in the past that the Erie 
Railroad has been rather prominent in providing low rates of freight as m com¬ 
petition with some of the trunk lines. That condition prevailed through some 
years in the past, did it not?—A. Well, I would not like to say that I was any more 
virtuous than my competitors. 

Q. I did not put it on the ground of virtue. You got a larger volume of ton¬ 
nage, did you not? Supposing you did offer lower rates, you got a larger propor¬ 
tion of tonnage thereby?—A. Yes. I never heard of the Erie Railroad offering a 
rate that it was not forced to by a competitor, or promptly met bv it. 

Q. And that rate even for a road like yours, which lies well inside of our terri¬ 
tory, is undoubtedly affected by competition of roads that lie in Canada?—A. The 
competition of the Canadian roads is a very important factor in the rates of the 
American roads. 

Q. Even as-far south as the territory through which you operate?—A. Even as 
far south as New Orleans. 

Q. Can you explain, by example, what you mean by the latter statement?—A. 
Because it goes right back to a statement i have made in regard to this foreign 
export business. If a man can export his shipment via Montreal at a lower rate, 
if that rate is not met by the roads via Galveston and New Orleans, then they 
must forego the business. Likewise, if it is not met by the roads through the inte¬ 
rior they must forego it. It makes no difference, materially, to the exporter 
whether that property passes through Montreal, Portland, Boston, New York, 
Philadelphia, Galveston, or New Orleans. 

Would it not bean advantage to the roads in American territory if that com¬ 
petition with the Canadian roads ceased to exist 9 —A. If they were brought under 
the same laws and regulations as we are J do not know whether there would be 
any more propriety in eliminating them from the field than in eliminating us, but 
as long as they are free from restriction we are compelled to observe their compe¬ 
tition. 

Q. I want to ask about the growth of the Erie system. What is the present 
relation of the New York, Susquehanna and Western and the Erie Railroad?—A. 
The capital stock of tho New York, Susquehanna and Western is owned by the 
Erie Railroad. 

Q. The entire stock?—A. Substantially. Tt was taken through an exchange of 
stocks. 

Is that the same relation that exists at tho present time between the Erie 
Railroad and the short road of the Erie and Wyoming Valley, which lias recently 
been acquired?—A. The Erie and Wyoming Valley road is the road that belonged 
to the Pennsylvania Coal Company, and extended from Hawley to S ranton, in the 
anthracite region. They also own the road from Hawley to Lackawaxen, the 
latter being under lease to us- the Erie Railroad. 

Q. The purchase, then, of the Pennsylvania Coal Company carried with it the 
purchase of that road?—A. Of the Erie and Wyoming Y r alley; yes. 

0- The purchase of the Pennsylvania Coal Company will very considerably affect 
your proportion of the total tonnage, will it not?—A. It simply preserves to us the 
tonnage we have enjoyed since the existence of the two properties, 38 years. 

Q. They have always shipped over your line?— A. They have. 

Q. It, however, gives you a permanent guaranty of stability of traffic in this 
way?—A. It does, and that wasone ot the greatest—one of the controlling features 
in the purchase. If the relations that have existed in the past between the Penn¬ 
sylvania Coal Company and the Erie road could have been guaranteed there would 
have been no object whatever to us in the purchase of the Pennsylvania Coal Com¬ 
pany, because we were carrying all their traffic. At times we thought we did not 
get a fair division of the rate, but that was a matter of bargain and sale. 

Q. Was not that the same division of the rate that was accepted by the other 
dealers?—A. No: it was the division of the transportation of the two railroads 
that I have referred to. 

c*). But there was perhaps friction in that respect owing to the fact that that 
company owned that railroad?—A. That was a factor in it. 

Q. Is the price of these properties—the price paid by the railroad—a matter of 
public record?—A. It is. 

Q, Will you then state that price to us?—A. The price was $32,000,000, in 4 per 
cent collateral trust bonds, and $5,000,000 in preferred stock. 

Q, That represents a purchase of the company at what market figure, as com¬ 
pared with its value during recent years?—A. 1 do not know of any public value 
that has been placed on the Erie and Wyoming Valley. It was a company of 
very small capitalization. 
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Q. I refor to the Pennsylvania Coal Company.—A. The Pennsylvania Coal Com¬ 
pany only had a capitalization of $5,000,000. It was one of the oldest companies 
in the field, and, as I say, business relations have existed between the two com¬ 
panies since its formation, over 88 years ago. Unfortunately, the Erie Rail¬ 
road in its coal business just reached the edge of the promised land. In other 
words, we went to Carbondale with our Jefferson branch, connecting with the 
Susquehanna on the west, and we went to Lackawaxen, and afterwards to Haw¬ 
ley. We did not reach the absolute point at which this property was produced, 
with the resulting effect that we were subjected to large laterals from the roads 
which did reach and control them. 

(J. In other words, they took an undue proportion of the through rate?—A. We 
always thought they did; probably they thought otherwise. At all events they 
got it. Now, the incentive for the purchase by the Erie Railroad of the Pennsyl¬ 
vania Coal Company was the continuance to its lines of a transportation which 
it has enjoyed for a great many years and the insuring its own fuel supply by 
absolutely controlling the source and putting its own cars by its own power under 
its own breakers. We consume on our road 2,200,000 tons of coal every year in 
the conduct of our business, of which 850,OOo tons is anthracite. 

What proportion of that anthracite production from your field and trib¬ 
utary fields goes to New England and the West, respectively, and to tide water?— 
A. 1 can not state that proportion exactly. The Pennsylvania Coal Company and 
the Delaware and Hudson ship each about a million tons. 1 think we pull about 
three million tons to tide water ourselves. As to what becomes of that, after it 
goes to tide water, how much is consumed here, and how much goes to Sound 
points and around Cape Cod and to New England points. I have not figures at my 
command to show. 

Q. But practically, so iar as you are concerned, all New England tonnage goes 
by water?—A. No: we dispose of some Now England tonnage by Fishkill and 
itewbnrg. 

Q. Will you explain as to whether there are compound rates in force between 
the coal field and New England?—A. 1 do not know what a compound rate is. 

The statement has been made before this commission that one rate was 
charged to the Hudson River, and that then another rate was charged from thereon. 

In other words, that the through rate to Boston-A. (Interrupting.) Was the 

sum of those two rates? 

C>. Was the same as those two rates; yes. Is that practieo in force via the Har¬ 
lem River?—A. 1 do not know; we do not handle any coal that way. 

By the Hudson River?—A. Yes; l think that is the way the rates aro made. 

<^. Will you state what practical reason exists in business for making double 
rates?—A. The ability of the New Haven road to exact a rate. 

Q. But at Fishkill you connect with other New England roads?—A. No: we 
connect with the old New York and New England, which is now a part of the 
New York and New Haven system. 

Q. The coal does not come through on a through bill of lading?—A. No: I think 
not. I think the rates are through rates; I think the coa! is billed tiirough, but 
the division is agreed upon. I think it gives the New Haven road a very much 
larger proportion per ton per mile than the road west of the river gets. 

Q- In other words, the road in New England territory gets a larger proportion 
than the mileage seems to imply?—A. Yes; that is, it is not pro rated per ton mile 
over the two roads. 

Q. Why is the New Haven road able to exact this—because it monopolizes a cer¬ 
tain territory?—A. Largely. 

Q. Would that- not bo an indication of the possible danger in granting a monop¬ 
oly of territory to a road or a set or combination of roads? Would it not indicate 
that they could, in a measure, set an arbitrary rale v —A. No; because, on the other 
hand, they are exposed to the competition of the water. They are also exposed to 
the competition of the Fitchburg, Delaware and Hudson and the Boston and 
Maine from the northern ports, and also from the competition of bituminous coal 
from Virginia fields. 

Q. Still does not that leave, within a definite territory, each of the roads a cer¬ 
tain traffic which it can absolutely control?—A. Possibly. 

Q. That is, all points in New England are certainly in competition?—A. No. 

O. There are many points on the Boston and Maine and New 7 York, New Haven 
and Hartford territory which are entirely controlled by the road in whose terri¬ 
tory they lie?—A. Yes. 

Q. The point I am getting at is simply this: To ask you whether, if a monopoly 
of traffic in a given region has to be given to the roads, insuring them stability of 
traffic and with the desired result of stability in rates, there ought not to be some 
regulative power to determine when these rates are just and reasonable; that is, 
whether monopoly does not, with all its advantages, from one point of view, imply 
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some regulative power ou the other?—A. Possibly; yes; bat a manager who 
undertakes to work on that line of policy would soon ru in hts business by absolutely 
drying up his source of supply, and would put his territory at such a disadvantage 
with the remaining portion of the country that neither the manufacturer nor the 
transporter could exist, and he would be forced to recognize that competition, even 
though he disregarded all moral and other obligations. 

Q. That would bo true certainly if you were speaking of a long term of years. 
Might it not be possible, however, for a certain board of directors and administra¬ 
tion to come in and milk that territory for speculative purposes while they main¬ 
tained control of that road?—A. Yes; but my experience is that speculators can 
milk more quickly through Wall street than through any such method as tnat. 
What they want is the dollar, and they want it quick. They may ultimately get 
out through some such channel as that. The latter is too tortuous, too lengthy, 
and too dangerous a channel to pilot the speculation through safely. 

Q. And yet have there not been samples of squeezing of territory in a way to be 
not certainly in the permanent interest of the property, but which has occurred 
by reason of temporary control?—A. I do not recall any instances of that kind, 
and in my experience I never knew an appeal made by a majority of manufac¬ 
turers or by communities in which the attention of managers was called to their 
condition, the impossibility of their meeting other competition fairly, of sustain¬ 
ing themselves, that was not promptly and fairly and liberally met. It is to the 
interest of every railroad manager to develop and sustain to the greatest extent 
the business along his line. We run trains on which we carry people that do not 
at times pay us the cost of their transportation. Why? Because we want to 
develop that country; we want to induce people to go there and manufacturers to 
settle there; and the difference between having a thickly settled community along 
your line and having a wilderness is success or failure. 

Q. Does the purchase of the New Jersey Central by the Philadelphia and Read¬ 
ing road in any way affect the proportion of your tonnage, the volume or the 
character of it, as far as you are concerned?—A. Not a particle. 

Q. In other words, the allotment of tonnage—of coal tonnage—is so firmly 
established that the consolidation of two or three roads will not affect it?—A. 
Excuse the interruption; there is no allottage of tonnage. But the tonnage that 
honostlv belongs to each road and is marketed by it is so thoroughly established 
and well fixed, being the result of years of working, whether that is controlled by 
one or two companies cuts no figure whatever. 

Q. (By Mr. Kknnkpy. ) Did not some of those roads complain at times that they 
did not have their proper allotment, that their allotment should be increased, 
etc.?—A. There is no allotment, and there has not been since 1897. I am very par¬ 
ticular in making that point, because of charges made in respect to combinations. 

I never knew anybody to think that lie got enough, and, naturally, the railroad 
managers are made up of the same day as tho balance of the world. 

Q. They complained, some of them, that they did not ship their proper propor¬ 
tion of the entire production?—A. I think the Erie road doesn't get enough, either 
in tonnage or money. 

Q. If you think not, you may increase your production, if you have facilities to 
do so?—A. Yes; and l can't make any money by doing so, but by increasing pro¬ 
duction and extending my markets I am pulling down the price on all my business. 

I would think about it a little while before being very aggressive on that line. 

Q. The railroad men are Blinking more wisely and intelligently?—A. By experi¬ 
ence.' 

Q. The effect would be to pull down prices?—A. Certainly; yes. Suppose I 
am transporting, and I legitimately place 100 tons which I am marketing. Now, 

I can go over in somo other man s field and I could make my transportation 110 
tons, but by doing that I pull down my 100 tons, for which I am getting a fair 
price, to the level at which I am carrying that 110 tons. It is not good commer¬ 
cial policy. 

Q. But the public gets cheaper coal?—A. For the moment, yes; in the end, no. 

Q. Do you dispose of your product at tide water at practically the same level as 
the other coal roads dispose of theirs?—A. The prices vary slightly. I think we 
get about the same prices as the others. There are shades of difference in the coal, 
and there are tastes in t he buyers. Some people give more for one particular coal 
from some particular mine than they will give for coal from another mine. For 
instance, the Lehigh has a more extended reputation than the Lackawanna coal, 
and can demand a little higher price in the markets. 

Q. Is there any sort of connection in determining what the price shall be in New 
York or tide water?—A. No; I can not say there is any. There are consultations 
in regard to it. The Reading is the largest producer. That company sometimes 
fixes the price, and we generally follow. 
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Q. (By Mr. C. J. Harris.) Ia there a market price for coal every day about the 
same as for wheat?—A. The price does not vary to that extent. 

Q. (By Mr. Kennedy.) The Reading fixes the price, you say?— A. Not invariably. 
Some of the larger companies lead off in their prices, and the rest follow. 

Q. (By Mr. Ripley.) Does not the Reading Railroad control a larger propor¬ 
tion of the undeveloped coal lands than any of the other coal companies?—A. I so 
understand. 

Q. Is not the cost of carrying their interest charges on these undeveloped coal 
lands put upon the earning power of the corporation?—A. That may have been 
the case originally, but the Reading has been through bankruptcy so many times 
since it acquired that land that I think it would be difficult for it to obtain that 
increase. At all events, the Reading can secure no more for transportation than 
the rest of us. 

Q. You would say, then, these successive reorganizations practically cut out 
any excess of capitalization due to the purchase and retention of those coal lands?— 
A. If I were the security holder. I should think so. Of course, all that is specu¬ 
lative—guesswork—as to whether that has or has not been done. 

Q. (By Mr. 0. -T. Harris.) What is there to prevent an abnormal price being 
charged for coal, provided that this community of interest, if there is any such— 

E rovided the whole anthracite supply should be controlled by a lew hands? It 
as been stated hero by certain witnesses that the anthracite deposits are a natu¬ 
ral monopoly, being limited in extent and no others being discovered. What are 
the circumstances or the reasons that would prevent a very high and, we might 
say, unreasonable price for anthracite coal being ( barged?—A. There are a great 
many reasons. First, anthracite coal is not a necessity, absolutely; to a very 
great extent it is a luxury Because of its cleanliness and the more economic and 
better manner in which it can be handled it is better adapted for furnace and 
house use and such purposes as those. But the competition of anthracite with 
bituminous coal is one that is continually growing. If you will trace the history 
of the anthracite industry you will find that the increase has been in latter years 
not in the prepared sizes, but what was formerly known as the refuse. The great 
increase has been from the small sizes—fiom washeries—the washings of the old 
culm banks. There is where the increase in the production, if any, has been. 
There lias been very little increase in the prepared sizes. In this city, take the 
building of apartment houses. One of these large apartment houses will proba¬ 
bly accommodate as many people as a dozen houses used to accommodate, all of 
which did use broken sizes. Now these apartment houses use anthracite mixed 
with bituminous or bituminous altogether. The best that can be said of the 
anthracite industry is that for several years it has been stationary. It is not a 
growing industry. It only grows with the increase of houses. While that is 
quite an increase, it is more than offset by the competition it has met with in the 
increase in the use of coke, gas, oil, and in other ways. 

Q. (By Mr. Kennedy.) The consumption of bituminous coal goes on in a 
greater increasing ratio than the consumption of anthracite?—A. Oh, enormously 
so. The anthracite industry has a capacity of production in this country of about 
60,000,000 tons a year. That can he increased undoubtedly by additional develop¬ 
ment, but the country can only take and dispose of about 45,000,000 tons a year. 
Now, there are 15,000,000 tons of ability to produce in excess of our market. What 
are you going to do with it? Throw it in the North River or restrict it to what 
the country demands and what you can market at a fairly reasonable price? 

0* (By Mr. (J.J. Harris.) What is the probable length in years'duration of 
the anthracite coal supply of the United States? Have you any estimate?—A. Oh, 

1 should think that 10 or 50 years will see the substantial extinction of many of 
theanthracite fields. The Reading, I understand, say that they have enough to 
List about 100 years. I do not know how that is, but 50 to 60 years m the 
Lackawanna Valley will see pretty large inroads, and the raining is constantly 
increasing in cost. The expense of producing it is increasing with the depth of 
the mines and the difficulties of water and gas. Now, the largest production we 
have had of anthracite coal m this country was in 1801), when we produced 
47,000.000 tons. Last year, 1000, we only produced 45,000.000 tons. That falling 
off was due to a two-months’ strike. 

Q. Forty-seven million?—A. Forty-seven million. 

Q. Some one stated it was 60,000.000.—A. Whoever stated it was 60,000,000 was 
in error. There is an ability to produce 60,000,000, and there has been an abnormal 
production of anthracite coal since last November. That is due to the fact that 
in September and October the mines were absolutely idle and no coal was pro¬ 
duced on account of the strike. That exhausted stocks around the country, and 
it naturally followed that January and December, usually quite dull months, 
have had an abnormal demand made on them to replenish exhausted stocks. 
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Q. I limy be wrong; but I think a witness said at that time the production was 
going on at the rate of (10.000,000 tons.—A, Yes; the January production was a 
little over 0,000,000 tons, which would be at the rate of a little over 00.000,000 tons, 
but the anthracite mines have never been able to work much over 235 days in the 
year. 

Q. (By Mr. Ripley.) What difficulty is there in producing uniformly through¬ 
out the year and storing all the excessive production during the spring and 
summer for the 4 months?—A. To some extent that is being attempted; that is 
also to quite an extent a little bit of a problem. 

(<>. Will you specify further in respect to that?—A. The demand in the summer 
months is for coal to be transported to the West, Chicago, and up-lake ports, 
which must go forward during the season of navigation. Now, to stock at tide 
water is a very oxpensive proceeding—to get right at tide water, where you can 
transfer from your stock piles to your boats, is a matter of considerable expense; 
the rehandling of that coal, the wastage and breakage of it, all add to its cost. 
Another thing: Very large stocks of coal are always a menace to the market. 

(J. It is rather dangerous, then, for a company to be loaded up?—A. It is dan¬ 
gerous; it is expensive. You take a stock of 500,000 tons of coal. The expense of 
producing that, of piling it up; expense of rehandling, wastage, form a very con¬ 
siderable item of the cost of that product, which could be more cheaply produced 
and disposed of from dav to day. 

Q. (By Mr. C. J. Harris.) ] suppose anthracite coal would not deteriorate in 
0 months, would it? -A. Notin ('»months; but there is a certain amount of dete¬ 
rioration, and no customer will pay as much for coal that has been exposed for a 
long while as for freshly mined coal. 

Q. (By Mr. Ripley.) It gets dull?— A. Gets dull in appearance; and the appear¬ 
ance of the coal is a factor in the sale of it. The anthracite industry in early 
years was a very profitable industry. Naturally it proceeded on very wasteful 
lines. There was nothing to call for any economical study of the problem or 
its development upon these lines, and many of the breakers thore to day are anti¬ 
quated. And the transportation of anthracite coal.as it has been in the past and 
is to-day, is the most extravagant transportation that I have ever known of. For 
instance, wo have mines on one side of the Lackawanna Valley up on the hill and 
we haul coal down into the valley and up the hill on the other side going to tide 
water. We have mines on the opposite in which we drop that coal into the val¬ 
ley and haul it up on the other side to go West. But these things, through our 
recent acquisition ol control of the Erie and Wyoming Valley, the Pennsylvania 
Coal Company, we shall to quite an extent eliminate; and there is a great deal more 
of such work that could be done toadvantage. As the markets develop thenecessity 
for these economies, the more intelligently will we be forced to study them and apply 
them; but when anthracite coal sold for }*>»> at tide water there was so much money 
in it that there was no inducement for a man to apply economical measures. 

Q. (By Mr. C. J. Harris. ) Would yon say that the profits accruing to the coal 
roads from the handling of the anthracite trade were unreasonably large?—A. I do 
not think so. I do not think they have been large compared with the profits that the 
individual operators have made. I can recollect individual operators who were 
carrying their dinners in their pails when I came on the Erie Railroad thirteen years 
ago who are living at the Waldorf-Astoria now. I really do not believe they are 
subjects of charity. 

Q. (By Mr. Ripley.) They have sold out to the railroads?—A. Not all of them— 
very few of them. Some of them that have not sold out are living there and 
running their automobiles. 

Q. (By Mr. C. J. Harris.) What is the price of coal, wholesale, here in New 
York?—A. I did not charge my mind with that. It is a matter of detail I should 
not like to answer, because I should want to speak accurate’y on that. I do not 
think there would have been any advance—in fact, I know there would have been 
no advance in the price of anthracite coal in New York this winter if it had not 
been for the advanced price that was paid to labor last fall. 

O. (By Mr. Kennedy.) Are you in favor of applying the principle of arbitration 
to disputes between capital and labor of the magnitude of that in the anthracite 
region last summer?—A. No; I hardly think the time has arrived in this country 
when that can be done with justice to either party. I do not think we are yet 
educated up to the point where we can safely commit ourselves to that course of 
procedure. I am in favor of negotiation, always. 

0. You recogni/.e that there were three parties at interest in the controversy last 
all?—A. Yes. 

Q. The employers of labor, the laborers—the miners—and the public?—A. There 
were. 

Q. Are not the public quite as much a party at interest as any of the others?— 



557 


E. B. THOMAS I—AiflJHBACITE OOAI? BUSINESS. 

-4 ' 

A. Yes; but no more so; are they? Now, let mo answer that by reciting a little con¬ 
dition there. The anthracite country had not had a strike in twenty years. Labor 
was well paid—fairly well paid; the great difficulty was not with the rate that was 
paid, but with the fact that laborers could not secure sufficiently at eady work; that 
there was not enough days work in the year to afford to them as large a compensation 
as the miiiers in the bituminous region. Professional agitators took advantago of 
that circumstance and caine down into a country where al 1 was peace and quietness, 
where there had been nostrike in twenty years, and wherethere was really nocauso 
for their benevolent services, and stirred up all this agitation and organization 
with the resulting effects. They had a perfect right to do what they did; I am 
not questioning that at all, I am only reciting facts. Tho conditions existing 
between many of the miners and the employers there—individual operators—par¬ 
took largely of the nature of personal relations. A great deal had been done for 
them in the way of contributions, donations, hospitals, charitable work. 

Q. Do you understand that practically the great majority of the miners in that 
region are now in tho United Mine Workers’ organization?—A. I understand they 
are. 

Q. Do you believe that a professional agitator who had not really the interest of 
the men at heart could come to a region like that and find only 10,000 organized 
and bring in 140,000 practically?—A. 1 think he could. 

Q. I want to ask you if you do not believe, the public being such a large party 
at interest, suffering as everybody did and as it was threatened that all would suffer 
agreatdeal more, that thero should ho some compelling legal force to bring about a 
settlement of troubles of that u agnitude?—A. It certainly would bo very desirablo 
if there was some method by which that could be done with justice to all parties. 

Q. I)o you believe in compulsory arbitration, so called?—A. Based on the exper¬ 
ience of New Zealand, I am not prepared to say that I do. 

Q. Why do railroads give lower rates for exports, for carrying grain or other 
articles for export than they do for domestic purposes?--A. Because of the com¬ 
petition of the world we are meeting. 

Q. 1 want to ask you if you consider it an injustice to the American miller and 
the American manufacturer of grain products that the grain is carried at so much 
lower rate for export than their products are carried to the seaport'?—A. 1 am 
not willing to admit that that is done to so large an extent as to admit of any dis¬ 
crimination against them: but I believe that by increasing the volume of our busi¬ 
ness by reason of that slightly lower rate for export, wo are enabled to give a 
lower rate to the miller than if we did not carry it. 

Q. The millers claim that it is in tho interest of the foreign miller and foreign 
manufacturer that the grain, instead of the gram products, is able to get so much 
cheaper rates.—A. Yes; I have heard that ch.im made, but 1 have never leen it 
substantiated yet. It is certainly to our interest to have the grain ground in this 
country. We would rather ba\e the mills on our own line than in Edmboro. 

Q. You think the millers have no just ground of complaint on that store?— 
A. 1 do not think they have a legitimate ground of complaint. Grain is much 
more cheaply handled than gram products. It loads itself and is handled by 
machinery. Grain products have to be handled—have to havo storehouses pro¬ 
vided for them, and do not load as much per car, are more subieet to damage. 
There is every reason why grain products should pay a higher rate than the grain 
itself. 

Q. Lot us consider this condition: Suppose a shipper of grain products will load 
a car to its marked capacity and will take care of it at the terminals himself, will 
he receive as low a rate for transportating those products as the man who ships 
the grain?—A. No: I think the grain products bring a higher rate. Grain prod¬ 
ucts have a different classification from the grain itself. They have been put into 
a class by themselves. 

Q. (By Mr. C. J. Harris.) Are you familiar with the workings of the interstate- 
commerce law? Have you any changes to suggest in it?—A. I havo failed to 
observe where the interstate-commerce law has been of any benefit to the country 
at large or to the railroads. The Congress in its wisdom saw fit to create an inter¬ 
state commerce commission as the result of the labors of a commission extending 
over quite a long period, taking an enormous quantity of testimony. The com¬ 
mission got into power, and like all such commissions, wants more power. They 
have been industriously seeking for many years the power to make rates. 

Q. (By Mr. Kennedy. ) Or revise rates, which?— A. One is the same as the other, 
because if you revise a rate you say what it shall be, and saying what it shall be is 
absolutely the making of it. 

Q. (By Mr. Riplf.y.) That is to say. changing one item-A. (Interrupting.) 

It changes the relationship and compels the other to observe it. Now, if I wanted 
to make money, I would rather have a position on tho Interstate Commerce Com- 
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mission, with the power to make rates for this country, than to have free license 
to loot the United States Treasury. 

Q. Why so?—A. Because it would be infinitely more profitable, and safer. 

Q. Supposing you wish to abuse that power?—A. Yes, certainly. I say, if I 
wanted to make money. 

Q. Nevertheless a justice of the United States Supreme Court might make a 
very great deal of money?—A. He might, 

Q. You grant that character is a great protection?—A. Exactly; but I say, put¬ 
ting the power of making rates in the hands of any 5 men in a country whose 
industries are so diversified as the industries are here, is too great a power to lodge 
in any body, unless its members are appointed for life; but, as you say, the ele¬ 
ment of character enters into it. It is not a safe thing to put into the hands of 
political parties; and the present law demands that the present body, the Inter¬ 
state Commerce Commission, shall be composed of only a certain number of each 
political party. In other words, it is a political question. 

Q. (By Mr. Kennedy.) Has the commission any power or authority that the 
railroads are bound to respect?—A. Yes; the recommendations of the commission, 
in almost all respects, in many respects, have been followed. 

Q. Has accomplished great good, has it. for the transportation interests of the 
country?—A. I do not think it has. 

Q. bias it accomplished any thing?—A. I would not want to go to the extent of 
saying it has accomplished nothing. I do not think the interstate-commerce law 
has been a success. 

Q. The powers the commission was supposed to have have been emasculated by 
court decisions, have they not?—A. On the contrary, I think it has all the power 
the original law intended it to have. 

Q. You make that statement after having read the debates in Congress?—A. 
Yes; I do not think Congress ever intended that the commission should have power 
to make rates. 

Q. Does the Interstate Commerce Commission serve any good purpose at the 
present time?—A. Yes; I think it does to a certain extent. It affords an oppor¬ 
tunity for people who feel that they are aggrieved to have their grievances inves¬ 
tigated; and if they have a real grievance I believe that as a rule it is remedied. 

Q. (By Mr. Ripley.) In other words, it secures publicity for grievances?— A. I 
think you have expressed it exactly. The intelligent force of public opinion is, 
after all, what makes law in this country, and what enforces law. 

Q. In your judgment that is sufficient guarantee for its existence, without add¬ 
ing to.its power?—A. I think so. 

Q. If it has secured that, is it not well worth the existence of the body?—A. Yes; 
possibly. 

Q. (By Mr. Kennedy.) Have you any opinion to express on the subject of pool¬ 
ing, or is that now a thing of the past?—A. I think the railroads of this country 
ought to have the power, like all other commercial organizations, to make legal 


Q. But the decision of the Supreme Court of the United States—A. (Inter¬ 
rupting. ) It has declared we have none. 

Q. Therefore, what results—combinations and eommunity-of-interest arrange¬ 
ments, etc.?—A. There are no combinations. Naturally, that has had a great doal 
to do with what is generally called community of interest. 

Q. There are no combinations, you say?—A. I do not know of any. 

Q. Have there not been great combinations in the Southern system?—A. There 
have been. A great many roads have been consolidated and brought under one 
management and one ownership. 

G. Do you call it consolidation, then?—A. There have been more consolidations, 
I think, than there would have been but for the laws prohibiting pooling and 
prohibiting agreements. 

Q. Have not these understandings or community of interest arrangements 
between the railroads done away with the question of pooling to a very large 
extent? Are the railroads reaching out for that power any more?-—A. There is no 
effort being made by the railroads in favor of any legislation that 1 know of; at 
least we are not a party to any. I think that railroads would like, and I think 
they ought to have, power to makeJegal agreements between themselves. I think 
those agreements- could be very properly made subject to the approval of some 
commission, and I do not believe the railroads should be allowed to make agree¬ 
ments that would be oppressive to the public or disastrous to commerce. 

Q. (By Mr. C. J. Harris.) Would the self-interest of the railroads be a check to 
that course of procedure?—A. I think it would. I do not know of auything that 
is any more vulnerable to public opinion than a corporation, 
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Q. (By Mr. Ripley.) Has that been as true in the West as in the East?—A. I 
do not know so much about the West. They have not had as severe competitive 
conditions as we have had. The Western country is more sparsely settled; there 
are fewer people there. 

Q. (By Mr. C. J. Harris.) Does the effect of consolidation, as it has goue on in 
this country so far, lessen or increase the traffic of the road?—A. So far, it has 
lessened it. Take the case of the Erie road, formerly made up of three separate 
and distinct corporations between New York and Chicago. They are now one 
corporation substantially so far as relates to the officers, organization, and every¬ 
thing—one corporation. The expense of maintaining two has been eliminated, and 
I have never known of an instance where we have reduced the cost that the public 
did not get the benefit. 

Q. (By Mr. Ripley.) Speaking of consolidation, will you mention any other 
economies that might be incidental thereto?—A. Out of organization? 

Q. Through the consolidation of a number of roads, other economies than those 
of administration—organization?—A. Yes; there are a great many economies. 

Q. In other words, will it have the effect to reduce materially the ton-mileage 
rate?—A. I think ultimately it will. But the greatest danger we have is not 
through excessive rates, but* from rates that are too low. Now we expend about 
51 per cent for labor—a little more than that—for instance. I can toll you exactly 
what that is. Of our operating expenses last year $15,000,001) of our operating 
expenses—54 per cent—was paid to the employees—distributed among about 110,000 
people. 

Q. What bearing does that fact have on this question, namely, tho economy of 
operating through consolidation?—A. You take the caso of the Lehigh and the 
Lackawanna paralleling themselves for 100 miles. If that passenger business can 
be done by an interchange of tickets good on both roads the public is better served. 
There would not be as many trains running as thore are now, but there would be 
ample trains for the service. In other words, there would not bo two running at 
the same hour when one would amply serve the purpose. 

Q. Would there be the same competition in providing facilities? For instance, 
it is commonly stated in the West that tho facilities for passenger travel over such 
roads as the Rock Island are materially better by reason of the strenuous compe¬ 
tition between those roads for passenger traffic. They provide reclining chairs 
and everything of that sort. Is not the providing of facilities fully as important 
as the rate either for passengers or freight?—A. Yes; I think competition will 
always exist. Take it between New York and Chicago. There will always be 
competition between those points. If one road fails to provide somewhere 
approaching the facilities and accommodations of the other, it will begin to lose 
travel, and the minute it does that it will be forced to furnish tho accommoda¬ 
tions. You can not eliminate competition without yon put all the railroads of this 
country under one management, and that is impossible. 

Q. How does the value of the stock, preferred or common, compare with the 
value of the bonds of the Erie system?—A. There are forty-three millions of pre¬ 
ferred stock, sixteen millions of second, and a hundred of common. 

Q. That is materially less per mile than any of the foreign companies?—A. Yes. 

Q. What is your practice in making improvements out of the operating 
expenses? Does it differ from the custom abroad?- A. Tho English have capital¬ 
ized pretty much all the expenditures upon what was called improvements. In 
this country the practice has not obtained to anywhere approaching the extent 
it has abroad. For instance, the Lake Shore road has the same capitalization, 
stock and bonds, that it had 25 years ago, and yet the road has been improved to 
probably as great and probably greater extent than any other road in tho country. 

Q. Would that same statement be true of the Erie road?—A. No; not entirely. 

Q. It has increased the volume of its securities?—A. In respect to some classes, 
yes, and in respect to others, no. Tho Erie road has been through several bank¬ 
ruptcies in which the securities have been reduced in volume and the rates of 
interest also. 

Q. Have they been reduced in volume?—A. Yes; reduced in volume at times. 

Q. The statement is made of many reorganizations in this country that while 
they reduce the fixed charges, they nevertheless increase the stock?—A. What 
difference does it make, if they do not pay any dividend? 

Q. Does not that last series give control of the road in its operation?-—A. Yes, 
it does; as a rule, yes. 

Q. Then, does not the existence of a large amount of securities thrown upon the 
market in this way offer a premium for their acquisition for speculative pur¬ 
poses?—A. I suppose it might be so construed, but not actually perceptible. I have 
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never known that to out much figure. The company with a small capitalization 
is much more exposed to being seized for P ur l l0Sea < yon illustrated 

* 8 ™ r of restriotion ° f capitaJizsti ""-' 

V Do'you tmw mother examples of roads in this country whose capitaliza¬ 
ble, pi,haps, not excessive, from the point of view of earnings, but never iu- 
/ess is lnrise cow Dared with the cost of duplication? —A. I could not answer that 


question. 

Q. The point I wish to come to is this: Whether any power , either in State or 
Federal hands, for prevention of excessive issue of securities, might not be advis¬ 


able, both in the interest of the public and of the investor?—A. Much more desir¬ 
able than legislation looking to what they shall charge for commercial work- 
much more desirable than to undertake to regulate the rates that shall be charged. 

Q. In other words, you would favor the regulation of the financial details of the 
business, leaving the railroads free to perform the commercial side of it as they 
please?—A. Yes; if you are bound to control by legislation, control by capitaliza¬ 
tion; restrict the capitalization to actualities, as you express it, but do not hamper 
the roads in their commarical operations. In other words, if it is necessary for 
them to carry a part of their product at a very low price in order to make tonnage, 
which would serve to reduce the cost on the balance of their business, permit them 
to do it; do not hamper them, but simply undertake to control your corporations 
rather through their financial machinery. 

(<*>. A proposition has been suggested to this commission for the prevention of, 
perhaps, at times, fraudulent overissue of capital stock through supervision of 
interstate roads by the Interstate Commerce Commission. Would you favor an 
extension of powers in that direction rather than an extension of their power to 
regulate rates?—A. I should, most decidedly. 

Q. You believe it would conduce to the interests both of the railroads and the 


public?—A. Yes. 

Q. Can jon suggest anything further in this line?-A. No; I do not know that 
I can. This is a new country. We have a great many problems to work out here 
yet; among other things the problem of government. The surplus wealth of this 
country is largely invested in transportation enterprises. You can not touch that 
disastrously, unfairly, or unfavorably without affecting the whole country at large 
more seriously than by any other possible means. Probably 85 per cent of our sur¬ 


plus wealth is invested in railroads, and there lire the ownors of the securities 
and the army of the employees to be considered. On the Erie line we have 80,000 


employees. That is a larger army than George Washington ever commanded. 
Whenever you touch that industry by legislation unfavorably, unfairly, it must 
ultimately be reflected on the country itself and on the success and prosperity of 
it. The country has shown its ability and its capacity to carry freight cheaper 
than any other country. Why not let those forces that have demonstrated that 
capacity work out their own solution instead of hampering them so much with 
investigation, legislation, and all that line of procedure? 

Q. (By Mr. Kennedy.) What you just said suggests the question to me: How 
do freight charges at the present compare with those of 20 years ago or with those 
of any other period you choose to speak about?—A. Why, they are not in sight 


at all. 


Q. Let us have something on that line. —A. Our rate last year was 5.5!) mills per 
ton mile, average rate. The rates of Erie road 20 years ago were probably over a 
cent a ton per mile—probably a cent and a quarter—and yet our volume of busi¬ 
ness was so large that a difference of 8 cents a ton would be a difference of 
$ 1 , 000 , 000 . 

Q. (By Mr. Ritley.) Has a reduction corresponding to this one taken place in 
local freight rates? You have spoken of the reduction of average freight rates.— 
A. Oh, yes; the local rates have been reduced. 

Q. Have they been reduced in proportion?—A. (Interrupting.) To the through 
rates? 1 do not think they have. Everything is competitive. If a rate is not com¬ 
petitive by reason of another railroad, it is competitive by reason of commercial 
conditions, and railroads can no more escape commercial conditions than can the 
grocer around the corner. 

(Testimony closed.) 
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TESTIMONY OF ME. ABCHIBALD A. McLEOD, 

Former President of the Reading Railroad, 

The Commission met at 2.42 p. m., Mr. Clarke, presiding. At that time Mr. 
Archibald A. McLeod appeared as a witness, and, having duly affirmed, testified 
as follows: 

Q, (By Mr. Clarke.) Please give your name and address.—A. Archibald A. 
McLeod; New York, 149 Broadway. 

Q. What is your official relation or what has it been to railroads?—A. I have 
been president of several railroads—the Heading, the Boston and Maine, and the 
New York and New England, and others, and I at one time leased the Jersey 
Central and the Lehigh Valiev railroads. 

Q. Are you now connected with any railroad company?—A. Not as president. 

Q. The Commission will be pleased to have you proceed m your own way to 
give such information as you may have concerning the transportation problem 
and its relations, as you understand it. to other industries.—A. I presume you 
mean with reference to anthracite coal. 

Q. If you choose to specialize it we shall be pleased to have you.—A. I have not 
given my attention so much to the transportation of bituminous coal. To a con¬ 
siderable degree my expeiience has been more in the mining and transportation of 
anthracite. I do not know just exactly what information you wish. 

Q. We would like to lie informed if you please as to the relation of the railroads 
to the coal production and coal transportation. 

Mr. Kennedy. And the distribution. 

Mr. Clarke. Yes, the distribution—the marketing. 

The Witness. The mining and the distribution are conducted by the coal com¬ 
panies with the exception of cases in which individuals are engaged in the sarno 
business. Each ono of those transporting companies has stocks in coal mining 
companies, and these companies are paying freights to the railroad companies for 
carrying the coal for those mining companies. That is the way the business is 
done. I believe, in every case. The accounts are kept separately. The coal com¬ 
panies are charged the same freight rates that they charge individuals where 
individuals mine and transport over these transportation companies’ lines. The 
hooks are kept separately, and there is perfect accounting, just as though the coal 
company was owned by sorno interest other than the transportation company. 
That is the method. 

Q. Is it a fact that the stock of the coal companies is in most cases owned, or 
at least the majority of it, by the railroad companies?—A. I believe that to be a 
fact. I know it is in some cases. 

Q. Is that the case in regard to the Reading?—A. Ye-. 

Q. Practically, therefore, the railroad companies can and do control the coal com¬ 
panies?—A. Iu this case they do. 

Q. (By Mr. Kennedy.) Mr. Chairman. I would like to ask Mr. McLeod if he 
has seen this paper of topics suggested for statements on tho anthracite coal indus¬ 
try. and to ask him if he could not take that paper and take up the topics and dis¬ 
cuss them in his own way?—A. I will see. Take the railroad rates for instance. 
The railroad rates on anthracite coal are made exactly as the railroads make rates 
on other merchandise. The coal freight agents get together and make rates on 
coal just as the merchandise freight agents get together and inako rates on mer¬ 
chandise. It is the same method exactly. There have been no changes in recent 
years that I know anything about. I think that has been the rule ever since 
these transports' ion and mining companies have been in existence. So far as I 
know, it is. The rates to New England are just like other rates. Sometimes they 
make water rates in connection with rail rates, and in different seasons of the 
year they are higher. It depends very many times upon the scarcity of vessels. 
Sometimes it is very difficult to get bottoms to transport coal to New England 
from the terminal points, Philadelphia or New York, and rates go up. At other 
seasons, when bottoms are plenty, they are lower. So that just what they are now, 
of course I do not know. They vary according to the season, supply and demand, 
and so on. 

Q. (By Mr. Ripley.) What proportion goes by rail?—A. Avery small propor¬ 
tion. I will give you the distribution of anthracite coal: The States of Pennsyl¬ 
vania, New Y T ork. and New Jersey consume about 70 per cent of the entire product; 
the New England States take 11 per cent, and that is very largely taken by water. 
A very small proportion of it goes by rail. 

16a-36 
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Q. (By Mr. Clarke.) It has to go by rail some distance, I suppose?—A. It has 
to go down to tide water at Philadelphia or New York. The Reading takes most 
of its coal, if it is destined to New England points, to Philadelphia, because it has 
large shipping docks there, and it goes down through the Delaware River. It 
has shipping docks also at Port Reading, from which it delivers large quantities of 
coal to New England and to New York City. The other companies take their 
coal to New York because, with the exception of the Pennsylvania Railroad, their 
lines do not reach Philadelphia. Thenthe West takes about 12 per cent of the 
production, and the South about 4 per cent, and Canada takes about 3 per cent. 
Practically, 1,500,000 tons go to Canada. 

Q. Is the consumption m the West increasing?—A. Very rapidly. 

Q. Faster than in any other section?—A. Yes. The consumption in the West 
has been increasing very rapidly for a good many years. 

Q. (By Mr. Ripley.) Is the demand from the West for a particular variety of 
coal?—A. Yes; although most of the sizes go there. The stove and chestnut sizes 
are very much sought after in the West, particularly the chestnut, for domestic 
purposes—cooking and heating. 

Q. (By Mr. Farquhar.) Has the encouragement of consumption in the West 
come through lower freight rates on the lakes?—A. No; 1 do not think lower rates 
have had anything to do with it. The West is growing rapidly, and as the people 
accumulate more money they buy this luxury. Seventy-two per cent of tho entire 
production of anthracite is a luxury now. There is very little of it used for 
steam, and not over 28 per cent of it is sold in competition with bituminous coal 
for making steam. The other 72 per cent is now almost wholly used for domestic 
purposes. 

Q. (By Mr. Kennedy.) The president of one of the coal roads told us in New 
York that 35 per cent of the anthracite is sold in competition with bituminous 
coal.—A. Well, I do not think so. I think I can prove what I say by statistics 
(examining papers). Here is the average of all sizes produced from all regions, 
and of this 71.72 per cent are above pea and the lower sizes. Those are the actual 
figures, so that there are 28.28 percent that comes in competition with bituminous 
coal. 

Q. (By Mr. Farquhar.) Do you care to have that paper of yours used as an 
exhibit in your testimony?— A. No. I simply give you the facts in round figures; 
the balance is a matter of detail. 

Q. (By Mr. Ripley.) Has there not been a change in tho proportion of pre¬ 
pared sizes to other sizes?—A. Yes. 

Q. In recent years, and for what reason?—A. Well, the reason is that they have 
found ways by which they could use these smaller sizes. Years ago they were 
thrown away—thrown into the dumps. Recently the dumps have been worked 
over and all this coat has been taken out and marketed. Iti 1872 there was only 
5.92 per cent of these small sizes; in 1873,6.00 per cent; in 1874, there was 6.45 per 
cent. It then comes on down until we come to 1877 and we have 11 per cent, then 
in 1878 it was 10 per cent. Then when we come to 1888 we have 10 per cent, and 
in 1896 (that is my latest statistics) we have 28.28 per cent, showing how the use 
of the smaller sizes in proportion to the othor sizes has grown. 

Q. Might not that proportion have increased to 35 per cent, as stated in New 
York, by the present time?—A. That may be true. I am reminded by your ques¬ 
tion that my statistics are incomplete and cover onlv the years up to and includ¬ 
ing 1896. That is as late as I am lamiliar with the subject. 1 will make the 
correction. It may be 35 per cent now; I could not say that it is not; but my 
percentages of 71.72 and 28.28 are absolutely correct up to the date given. It will 
probably go on in about that ratio until the maximum is reached. 

Q. (By Mr. Clarke.) Has there been any increase in the exportation to Can¬ 
ada?—A. Yes; that is increasing all the time, but slowly. The greatest increase 
in comparison to the tonnage taken is in the West and that, as 1 say, results from 
the good times in the West. The people of that section of the country have had 
good crops for a good many years, and as the farmers become more able to pro¬ 
vide themselves with luxuries, they take more anthracite coal. That is found to 
be the case all over the country. 

Relation of independent operators to the railroad: I presume you have had all 
that from the gentlemen who have been before you. I myself changed their rela¬ 
tions to the transportation companies in 1892, and the arrangement I made with 
them is practically in existence now. At that time I made contracts with almost 
all the individual operators in the anthracite region, which were designed to 
make a fair division between the miner and the transporter, and they were so fair 
that they are in existence now. 

Q. (By Mr. Ripley.) What was the proportion?—A. Sixty per cent of the tide¬ 
water price. 
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Q. (By Mr. Kennedy.) Did you make any provision as to marketing the entire 
output of their mines?—A. No; in fact that was not necessary. What they wanted 
from me, and what was agreed to, was a fair division between producer and trans¬ 
porter, and it is in existence to-day, except that now they are agitating the ques¬ 
tion whether they shall get 65 per cent. That is the only change. 

Q. (By Mr. Clarke.) The independent coal producers do not pay freight to the 
railroad company, but receive from the railroad company a percentage of the 
amount received for the product at tide water; is that it?—A. You may put it in 
that way and then you may put it in another way. For instance, the coal is taken 
under that agreement to divide according to those percentages. The coal is sold 
by the coal company, not by the transportation company, because they do not do 
that kind of business. The coal company takes their coal, disposes of it at tide 
water, and then they get 60 per cent of the average price at tide water for their 
share and the 10 per cent goes to the coal company for the purpose of paying the 
transportation to the railroad company transporting the coal to market. 

Q. That is to say, the coal company, allied with the railroad company and owned 
by the railroad company, takes the coal of the independent operator and allows 
him a percentage?—A, Yes. 

Q. (By Mr. Ripley.) Have you seen any of these recent contracts, or do you 
know anything 1‘urther respecting them?—A. I know only what some of the 
individual operators have told me. They are all my Iriends. They have said to 
me that there is practically no difference except a proposed increase of 5 per cent. 
I do not believe that the proposed new contract lias been closed; they are agitating 
the subject now as to whether they can secure the increase. Outside of that I 
think the contracts are to be practically of the same nature. 

Q. Is there not a difference in this respect betwoen these new contracts pro¬ 
jected and those which were in effect, namely, that the new ones are for the entire 
life of the mine—to last until all the coal is taken out of the ground?—A. 1 believe 
that is true. I do not know of my own knowledge. 

Q. But the contracts initiated under your management were not of that per¬ 
petual nature?—A. No. Mine were made for 7 or H years, and thev were continued 
after that because they were considered to be satisfactory by both parties. 

Q. What can you state as to the relative proportion of the independent oper¬ 
ators along the different lines of railroad?—A. The total shipments m 1900 were 
47,000,000 tons, of which individual operators mined, in round number, 16,000,000 
tons, or about 33per cent. 

Q. But do not some of the railroads procure their tonnage to a greater degree 
from independent operators than others?—A. Yes; the tonnage of the Lehigh 
Valley is very largely 1 rorn individual operators, more than any other. The Read¬ 
ing mines nearly all its own coal, 

Q. There are \ery few independent operators on the line of the Reading?—A. 
Very few. The Lehigh Valley mines only—or it did last year—2,922,000 tons out 
of 7,675,000 tons. 

Q. Approximately two-thirds is from independent operators?—A. Yes. 

Q. What is the proportion of the Reading, or will you make a statement from 
the table you have respecting the proportion of the different railroads?—A. The 
Reading, out of 9,684,000 tons, mined 7,605,000 tons. 

Q. What is the proportion of independent operators on some of the roads that 
have recently entered the territory, such as the New York, Ontario and Western? 
Is it small?—A. Yos. They mine 1,086,000 tons and the individual operators mined 
906,000 tons, 

Q. Will you give the proportions of the Central Railroad of Now Jersey?—A. 
They mined 4,183,000 tons and the individual Operators mined 1.670,000. 

Q. (By Mr. Kennedy.) I would like to ask you whether there is an allotment 
made to that railroad in any way, and whether this amount is under or exceeds 
the allotment?—A. No, the allotment question has been eliminated so far as my 
knowledge goes. You probably know what the percentages are to each of those 
interests. 

Mr. Ripley. Yes; we have those data. 

A. I do not know of any pressure that has been brought to bear on any of the 
individual operators. I think they are all pretty well satisfied. I do not know of 
any discontent that exists to day on the part of individual operators anywhere. 

Q. Can you say how this allotment is arranged?—A. That is ancient history. 
These percentages have been in existence from, I guess, about the time I was torn. 
They have not been changed except as one interest would get a little more tonnage 
than another by some change in ownership of roads or something of that kind. I 
do not think they have been changed in a good many years. I know when I first 
entered the anthracite business about 17 years ago the percentages were in exist- 
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ence, and there has been no change since that time except that I increased the 
Reading's percentage by business methods. 

Q. Was there not a time when the Reading’s percentage was nearly one-third?— 
A. It was nearly one-third about 1870. 

0. What is the percentage at the present time?—A. Twenty-one per cent. 

Q. To what degree has there been a decrease in the proportion?—A. Let me tell 
you how that occurred. It was under Mr. Gowan's management of the Reading, 
and because he did not keep pace with the increase in consumption in the market. 
His percentage went down because he failed to mine and market his percentage 
of the increase in the consumption; therefore, his competitors’ percentages went 
up. Inother words, when he acquired all these coal lands, he was mining and trans¬ 
porting about 0,000,000 tons of coal per annum, and that was about 33J per cent 
of the entire output at that time. When I went into the Reading 15 years Jater, 
the tonnage of the Reading did not amount to over 0,500,000 tons, while in the 
meantime the entire tonnage had more than doubled. It was taken away from 
him because he simply did not hold on to his proportion. That is the reason the 
Reading's percentage was reduced. 

Q. Well, could not the Reading very easily supply one-third of the consump¬ 
tion at the present time with the coal properties it owns?—A. No; it would take 
it some years to develop the collieries up to that capacity. You must bear in 
mind that there are certain months in the year that it is impossible to dispose of 
anthracite coal except to dealers who have storage places to deposit it. The con¬ 
sumer waits—the average consumer waits—until the cold months of the year to 
order his coal, and except for these dealers who provide storage places to take 
the coal from the mining companies during the months of April, May, June, July, 
and August, when the demand of September, October, November, and December 
comes on there would not be enough coal to go around, and people could not get 
it; consequently the companies, in order to have coal at certain distribution 
points in the country, have to mine it during the summer months and sell at con¬ 
cessions to get those dealers to take and store it and hold it until the consumers 
come into the market for it. The proportion of consumers who will buy their 
coal in the warm months when they do not need it, and put it away in advance, 
is very small. That has got to be done through dealers who have places to store 
coal and await the pleasure of the consumers. 

Q. Did you have to fight the other coalers to increase the Reading percentage?— 
A. No. 

Q. Did not you have to reduce the percentages of any of those roads?—A. Well, 
I would be taking a little more than my proportion of the increase. 

Q. (By Mr. Ripley.) Has there not been a feeling for a great many years on 
the part of the Reading management that it was not getting its due proportion 
of coal output?—A. There may have been, but it was the management’s own fault. 
They simply stood still, and the other companies, with their incieased facilities, 
were ready to take the coal that was offering all the time, and supplied the 
increased demand. There are many interested in Reading throughout the country 
who do not know how the Reading's percentage was reduced. They say it was 
reduced, but it was not; its tonnage stood about stationary, and its "percentage, 
therefore, fell off. When the entire tonnage was 18,000,000 tons per annum, about 
1870, Reading had 33fr per cent of it; when it increased to 30,000,000 tons, and 
Reading failed to get its proportion of the increase, its percentage was reduced, 
although Reading had the same tonnage practically. 

Q. (By Mr. Kennedy.) Do you know of any claim that the Reading has not its 
proper percentage at the present time?—A. There is none th$t I know of. 

Q. Or a claim of that kind on the part of any of the other coal roads?—A. I do 
not know of any. Of course, you understand, I am not in their counsel now. 

Q. (By Mr. Ripley). Is there not a disposition on the part of the railroad 
companies to provide greater storage facilities for dull seasons of the year? Are 
they not building large storage bins?—A. Yes; I built two for the Reading near 
the mines where, during the dull months of spring and summer, I could mine 
and store 300,000 tons of coal, and which could be shipped in October when the 
people wanted it. 

Q. Prior to that time it was customary to store only on wheel?—A. No; they 
had storage places at different points throughout the country. For instance, at 
Perth Amooy the Lehigh Valley had large places where they could store two or 
three hundred thousand tons of coal. The Reading had another large depot at 
Port Richmond, where they could store a large amount of coal. Then they had 
pockets along the New England coast, where they could take the coal in vessels 
and store it in the pockets until the demand came from the people. 

Q. Do those increased storage facilities tend to steady the price between seasons 
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of the year? -A. Well, no; it does not do that so much as it helps the companies 
to keep their collieries running and keep their men on hand to get coal to the point 
of distribution so it will be there in the fall of the year when the deipand is made. 
Otherwise it would be impossible for the collieries to mine or the roads to trans¬ 
port enough coal to meet the demands of September. October, November, Decem¬ 
ber, and so on. That is the object in doing that. Otherwise you see the collieries 
could not be kept running during those 8 months, and when the demand came, if 
it came all at once, the possible supply would not meet it. 

Q. Is th -re any restriction upon the output, so far as you know, of any indi¬ 
vidual operators placed by the railroads?—A. Not that I know of. I think that is 
a groat bugaboo. I do not think there is any restriction put upon the mining and 
transportation of coal when they can get rid of it. You could not give it away, 
sometimes. For instance, the market, we will say. will take 50,000,000 tons of coal. 
You could scarcely give away 3,000.000 more tons—the people would not want it. 
It is just like any other commodity. 

Q. If anthracite coal were $2 or $1.50 cheaper a ton than at the present time, 
would not that decrease in price increase the demand for it?—A, You would not 
have the coal; you would bankrupt everybody in the business; there would be 
nobody mining it. 

Q. But the increased supply could be utilized, could it not?—A. How are you 
going to.use it when there is nobody going to mine coal unless he makes money 
out of it? If the coal was selling at that price nobody would be mining anthra¬ 
cite coal, because it costs $1.90 a ton to put anthracite coal in the cars, without 
adding anything for transportation. 

Q. Have you any statement respecting the cost and the elements of cost at the 
mine month?—A. I have. 

tj). (By Mr. Kennedy.) Before you go further with that: You say it costs $1.90 
to put anthracite in the car at the mouth of the mine. What is the transportation 
cost to tide water for a ton of this same coal that costs a dollar and ninety?—A. 
That is varied. I do not know just what they are charging now. 

Q. Give an instance.—A. I suppose the average freight rate to day is about 
$1.50 a ton. I know positively that on the coal coming from one colliery the aver¬ 
age freight rate on it was only $1.30. 

Q. (By Mr. Ripley.) To tide water?—A. Yes; that is about 7 mills per ton 
per mile. 

ty. What would be the rate through to Boston on that basis, approximately?—A. 
That can be ascertained by a mathematical calculation. 1 would have to figure 
tha f out. You can do that by taking the number of miles. 

(^. Is it on a mileage basis*'* -A. No; but you take the mileage as a basis and you 
can tell just what it would cost. Now. what do you want: the cost of coal? 

Mr. Fahquhar. The idea was this- You made the statement that the cost of 
putting a ton of coal on the car at the mouth of the mine was $1.90, and $1.30 in a 
special case on freight, making $3.20. What is the selling price at tide water of 
that coal? 

The Witness. Tho average price at tide water for coal for the last 20 years has 
been $3.48 per ton; the highest has been $3.90 and the lowest $2.48. 

That would make a working margin of 22 cents up to 50 cents; 22 cents up 
to 50 cents for handling?—A. Yes; but there is nothing included there for the cost 
of coal in the ground. 

Q. (By Mr. Ripley.) Do you include in that calculation, also, the interest 
charge upon the investment—that is, the investment in reserve coal lands?—A. I 
include in the $1.90 a ton the interest on the investment in coal lands, that is all; 
nothing for the coal but the interest on the value of those lands. 

Q. Is that interest charge heavy on some railroads?—A. Somebody has got to 
own the land. 

Q. I do not object, you understand; I am simply trying to bring out the point 
that there is a large investment on many acres. —A. I am talking now of the aver¬ 
age. I do not take any one company in figuring on the average, so that does not 
make any difference. We all know that the Reading has a large quantity of land 
that she has no use for now, but that does not make any difference in this state¬ 
ment, because I take the average of the whole region. 

Q. Can you give your opinion as to how much reserve coal land the Reading 
has?—A. The Reading has 150 years of coal supply. 

Q. How does that compare with the reserve of the other companies?—A. None 
of them, of course, compares with the Reading. There are some of the smaller 
ones that are almost exhausted. I would not Tike to make that statement here, 
because it might interfere with the values of some of those properties if taken 
seriously, but we all know that there are a good many of those properties that are 
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nearly exhausted. That is, in 10 years 10 per cent, and in 40 years 75 per cent of 
the colleries in the Wyoming region will be exhausted. 

O. At the present rate of output?—A. Yes. 

Q. Don't lose sight ol this question as to the cost of a ton of coal matter.—A. 
The average coRt per ton on cars, including all charges for improvements, deprecia¬ 
tion, land exhaustion, taxes, and insurance, I figure at $1.59. Then the average 
cost for a ton of coal on cars, including the interest on the value of coal lands, 
brings it up to $1.90. That is the average on coals; some cost a great deal more, 
some cost less. 

ty. (By Mr. Kennedy.) Is that a printed report?—A. No; this is a private 
report. 

Q. No public document?—A. No. 

Q. Of any railroad?—A. No That [pointing to a book beside him] is a public 
document, with Stale information; it contains all the mining laws; that you could 
get if you wish it. 

Q. (By Mr. Ripley.) The cost of carrying these reserved lands is at present 
borne by the price of coal and the consumer, is it not?—A. No. 

<^. What pays the interest on the debt of the Philadelphia and Reading road?— 
A. The Philadelphia and Reading Company has a general business as well as a 
coal business. The coal business would not maintain the Reading road, nor would 
its other business maintain it. It must have all the business it can handle, and 
yet it has one hundred and twelve millions of capital that is not earning anything 
now. There are, altogether three hundred and eighty-two millions of capital of 
the so-called anthracite roads that is not earning a cent of interest or dividends. 

Q. Does that all represent actual investment'—A. It represents actual invest¬ 
ment or interest on actual investment. Some of these stocks have been increased 
from time to time by adding the interest that was unpaid, the unpaid coupons, 
and so on, and m the case of the Reading there are one hundred and twelve mil¬ 
lions that don't receive any interest, and twenty-eight millions more that has inst 
begun to receive interest. The Lehigh Valley has $40,441,000 on which no divi¬ 
dends are paid. The Erie has $172,000,000 on which no dividends are paid. The 
New York, Ontario and Western lias $58,113,000, making a total of $882,554,000 
that don't earn a cent. 

Q. Are not many of those securities represented by bonds issued 20 or 30 years 
ago for the purchase of these coal lands?—A. 1 can't speak so much for others. 
In the case of the Reading—referring to the period of 1870 to 1870—the Reading 
invested in actual cash about seventy-five millions in coal lands. 

Q. What has paid the interest on that seventy-five millions since that time?— 
A. Their net earnings went as far as they could, and when they did not have any 
earnings tho interest went unpaid. 

Q. Has not the fact that it has been struggling along under this heavy debt been 
one reason for the financial difficulty of that railroad during the period—we will 
say—from 1875 to 1890?—A. That is true. 

Q. Could it not have put coal profitably upon the market at a cheaper price if 
it had not been burdened with tho interest charge for this heavy debt?—A. It 
has been putting coal on the market as cheap as it did before it had any debt, and 
for less money. 

Q. (By Mr. Clarke.) Could it not put coal on the market cheaper still, but 
for that debt?—A. No; because it has one hundred and twelve millions that don’t 
pay any interest. 

Q. (By Mr. Kennedy.) Put it this way. Suppose the Reading had not secured 
a monopoly of all those lands and held them undeveloped, is it not probable that 
other interests would have taken hold of them and developed them, and have 
brought about a competition that would very materially decrease tho price of 
coal?—A. I do not think so, because they have not been making money in mining 
coal; nobody has made much money on coal except a few individuals who might 
happen to have a colliery located very favorably, having a good vein of the right 
size in which to mine, without any slate or other substances which would inter¬ 
fere with the cheap mining of the coal. A few of those could make money, but, 
in my opinion, the people on an average are getting cheaper coal to-day than 
though tnis coal had been mined by individuals, just for the reason that 1 stated 
a little while ago, that it requires a large amount of capital and a large, thorough 
organization to mine this coal from poor veins, as well as the best ones, and dis¬ 
tribute it to the places where it is needed by the public at an average cost which 
places it within the reach of all the people. If it were not for the large aggrega¬ 
tion of capital and thorough organization the people would not be able to get it at 
a reasonable price. It is not like bituminous coal. Bituminous coal is taken the 
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year round. Anthracite now is a luxury. We know that it is, because they have no 
anthracite coal on the Pacific coast, and they get along without it. If this coal 
should advance above a certain price it could not be sola at all; people would not 
take it, because, as I said before, about 72 per cent of it is a luxury. 

Q. (By Mr. Ripley.) Could not a larger percentage of it be used for manu¬ 
facturing purposes by reducing it to steam sizes?—A. No. 

Cj>. In the cities, where, for instance, they have ordinances against smoke 
nuisances.—A. No; take the city of New York, for instance. There is a city that 
has in existence those ordinances. It can get all the pea, buckwheat, and rice 
coal it needs. Still the New York people will use bituminous coal. Bituminous 
will make more steam than anthracite coal. 

Q. Even of the smallest sizes?—A. Yes. There is one thing about this anthra¬ 
cite business that a good many people do not understand. As we have shown 
here, it costs double to produce this coal that it does to produce bituminous coal, 
and when you sell 28 per cent of it at a loss of $1 a ton you have to add such loss 
to the price of the other sizes in order to get cost for the whole product, and before 
you can make any money on the 72 per cent the loss on the 28 per cent must be 
added to it. They must sell the 28 per cent in competition with bituminous coal, 
as I say. On that 28 per cent they lose a large amount of money, and if a larger 
percentage of the small sizes were produced the cost of the domestic sizes would 
be greater to the consumer. 

Q. What are tho average wages of coal-mine operatives?—A. I figure them the 
year round. They do not work every day in the year, as you probably know, and 
I estimato they earn about $40 a month to the man. The average number of boys 
employed is probably 12 per cent of the whole number of employees, and they get 
about half that wages. Just to show you the difference in the cost of producing 
anthracite and bituminous coal, I cite the fact that it requires 145,000 men to pro¬ 
duce 47,000,000 tons of anthracite coal, and 01,000 men to produce 73,000,000 tons 
of bituminous coal in the State of Pennsylvania. That statement at once shows 
you the great difference in the cost of producing the two coals. These statistics 
are public property, gathered by the State, and there can not be any question 
about their accuracy. 

Q. (By Mr. Kennedy.) Is there any foreign trado in the anthracite business?— 
There is practically no foreign trado except with Canada. It is not possible. I 
had that subjei t thoroughly investigated to see whether it was possible to create 
an export trado to Europe for anthracite coal, and I found it absolutely impossible. 
Tho cost prioo of anthracite coal with freight added would be prohibitory. There 
is no back lading for coal-carrying vessels, and this is something that must be 
taken into account when considering the question of exporting coal. The only 
export coal that we liavo been able to dispose of has been to Canada, and, of course, 
the trade there is natural, because Canada has no anthracite coal. They can't get 
it anywhere else, and we can deliver it to them at reasonable prices. 

<h>. (By Mr. Ripley.) Tho Philadelphia and Reading Company could have pro¬ 
duced moro coal than it does with its facilities if operated to its full capacity the 
year around, could it not?—A. Certainly; if it could disposo of it. 

Q. Did the existence of such a surplus have anything to do with the entrance 
of tho Philadelphia and Reading into the New England territory in 1892?—A. No; 
my object in that move was to increase tho Reading's tonnage without getting into 
such a row with my neighbors that the whole structure would go to pieces. There 
has been a well-recognized rule among those companies for years that where the 
transporting company owns the rails the tonnage distributed on those rails should 
be considered as belonging to that line; therefore, they would not precipitate a war 
that would be ruinous. My object in going into New England was to get. in that 
way, and under a well-recognized rule of the distribution of tonnage, an advantage 
that I could not get in any other way. The Boston and Maine and the New York 
and New England handle about 3,500,000 tons on their rails. That is the tonnage 
I intended to get for the Reading Railroad without a fight. If I could liavejcarried 
out my plans I should have secured that large tonnage to the Reading, and the 
other lines would have had to give it up. It was a legitimate vantage I was 
securing for the Reading road. 

Q. Which would have increased tho tonnage very considerably?—A. Very 
largely; and would have enabled the Reading management to pay dividends on all 
its securities. 

Q. Without increasing the price of coal in New England?—A. Yes; without 
increasing the price. And another thing I intended to ao was to eliminate very 
largely the middlemen. The amount of money between what the companies get 
for this coal and what it costs to the consumer when it is put into his cellar is 
simply outrageous. It is there that the greatest reform could be made in this 
business, and that is what I intended to do, and I have no doubt it will be done 
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Borne day. I intended to erect large pocket depots in certain places in the city of 
New York and other cities where a man with a cart could go and get coal for the 
people; there would be nothing between the producer and the consumer but the 
man, the horse, and cart, because the coal would be shot right into a cart. Instead 
Of putting it into yards and reloading it at unnecessary expense, I would have 
simply a cart and horse between the producer and consumer, and the amount of 
money that could be saved would be enormous. For instance, it costs me to put 
coal into my cellar in New York a dollar and a half a ton more than 1 know that 
the man who delivers it to me pays to the coal company for it. Now, that extra 
expense is simply absurd, and there is where the greatest reform could be made. 
It is so all over the country. You may go into any small town anywhere m the 
country and you will find twice as many dealers there as necessary to supply the 
residents with coal. In Philadelphia, along Ninth street, you will find coal dealers 
almost on every lot, where one good large supply station would do that business 
just as well as all those dealers and eliminate an expense of at least a dollar a ton. 
If a man has a yard, we all know very well there must be three, four, five, or ten 
thousand dollars’ expense connected with that yard in some way or other, which 
could ,iust as well be saved provided large stations, such as 1 have spoken of, were 
established the coal put in pockets, and screened as it went out in a cart. Then 
instead of $1.50 a ton, it would cost about HO, 40. or 50 cents at the most for 
delivery to the consumer. 

Q. (By Mr. Clarke, ) Why could not the railroad companies and coal companies 
bring about that reorganization of business: 1 ~ A. That was my intention. I think 
it could be done. 

Q. (By Mr. Farquiiar.) Is there an opposition among these coal dealers main¬ 
tained. so that they are kept in business—in finding customers and distributors; 
is there opposition?—A. Yes. 

Q. Is there sufficient opposition to keep that business up among local coal deal¬ 
ers?—A. Oh, yes. Of course, in some places they have retailers’ associations, but 
I find in buying my coal in New York there is considerable opposition and com¬ 
petition between them. I have taken particular pains, as you may naturally 
understand, to see whether one would sell at a lower price than the other, and 
when my coal was put m this last summer I telephoned to a coal man and got a 
certain price, and telephoned to another man to quote prices, and the latter sold it 
to me at 25 cents less per ton. 

Q. Does that shading come out of the retail dealer and sales agent?—A. I think 
it came out of me. 1 do not think I got full weight. [Laughter. | In fact. I had 
that thing investigated myself in various places, and I caught I do not remember 
how many sending around short weights. 

Q. (By Mr. Kennedy.) If the citizens of Washington pay $0.50 and $6.75 a ton 
for coal, bow much would there be saved if this arrangement of yours you speak 
about were put into effect—just the man and cart between the producer and con¬ 
sumer?—A. I think 75 cents a ton could bo saved. 

Q. That is the profit there is in it to the retailer?—A. Yes. There is no question 
that that saving could be accomplished. A couple of large pocket stations in this 
town would supply the whole city. One on each road would supply the city 
conveniently. 

Q. Seventy-five cents a ton would be very little, considering the investment a 
man had in his business, would it not?—A. That depends. It depends on how 
much he could do. The trouble is so many go into the business that they must 
have a large percentage in order to live, and there is where 1 think the business is 
conducted on wrong principles. I think the people who control the coal ought to 
control the distribution of it in the cities. 

Q. (By Mr. Farquhar.) The entire cost of present distribution, then, to con¬ 
sumers, you would say, is just an extra cost put on to consumers—what it costs 
to run every yard and pay the salaries of the men in the yard, and delivery teams, 
that is placed on the consumer's coal?—A. Yes; of course it is. You can see 
that these companies are selling their coal at low prices in New York by those 
figures I give you, which are absolutely correct. I vouch for the correctness of 
them. I will tell you why: Those figures are the result of certain contracts under 
which settlements were made where the money passed from one man to the other, 
and there is no better way of getting at a trne result than that, because each man 
is bound to see that he gets what is due him. There can be no question about 
those figures. 

Q. (By Mr. Ripley.) Would this plan of yours be more feasible if the railroads 
more fully harmonized their interests by consolidation than at the present time?— 
A. They can’t carry it into effect in any other way than by harmonizing their 
interests. My idea was to benefit the consumer as well as the corporations I 
represented, by bringing every interest, so far as possible, into one harmonious 
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organization, thereby saving a large amount of money that is now thrown away 
in the manner I have just describe to you. 

Q. But an essential feature in that plan meant the consolidation of the rail¬ 
roads. —A. Not necessarily. What I was striving to do was to control the sales 
of coal; then to establish reasonable and uniform prices based upon cost of pro¬ 
duction, and transportation according to mileage to points of distribution: to do 
away with near-by high prices and far-away low prices, and the excessive and 
unwarranted commissions and profits to middlemen, which for many years have 
worked a great injustice to both the consumer and the producer. 

Q. (By Mr. Tompkins.) In that connection, what would prevent the railroad 
company owning the transportation facilities and owning the coal mines, if they 
desired to utilize their facilities for the best profit, putting the price of coal to a 
point where it would cost the consumer a great deal more, and where the only 
beneficiary would lie the railroad company and the coal-mining company? What 
would be the protection against that?—A. The people would not take the coal; they 
could not sell it. 

Q. They would be compelled to take it?—A. No: the people are not compelled 
to nave anthracite coal. 

Q. You are speaking only of anthracite coal?—A. That is all. You can't sell 
anthracite coal above a reasonable price. The moment you get to such a price 
you have got to stop. The price will take care of itself, just as sure as you live. 

Q. (By Mr. Riplky.) An independent coal operator in New York testified 
before our subcommission that the price of coal at the present time is very near 
the upper limit for maximum sales. Have you any opinion respecting that state¬ 
ment? -A. I do not agree with him. You can get more for anthracite coal, and 
ought to get more for it to day. 

Cj}. More than the present price at tide water?—A. Yes- anthracite coal ought to 
be sold so that everybody could make a reasonable profit out of it at an average of 
$4 a ton. 

Q. (By Mr. Farquhar.) Four dollars?—A. Yes. 

Q. (By Mr. Ripley.) What is the price this year at tide water?—A. That I can 
not give you now, because it is too soon to get average figures. For the year 1899 
it was $3.32. 

Q. That was the average price for a long term of years?—A. No; it was the 
average price for 1899. I took the average for 20 years just to show you how 
evenly the price has been running. 

(By Mr, Kennedy.) Didn't you say the retail price is as high as could lie 
maintained and permit the doing of business on a large scale? 

Mr. Ripley. The highest price consistent with maximum demand? 

The Witness. Yes: but if you eliminate the middlemen you do not increase the 
price of coal to the consumer, but you make a good deal more money. 

Q. If by reason of these economies of which you have spoken the cost of putting 
the coal at tide water were reduced by 75 cents or $1 a ton, would not the public 
be entitled to some proportion of that saving?—A. Certainly. My intention was 
to £ive the public half of it, and the other half would have made the companies 
which I represented pay dividends. That was my object. 

Q. (By Mr. Clarke.) Why should these anthracite coal companies sell coal in 
competition with bituminous at a loss?-A. Because there is no use for the small 
sizes except in competition with bituminous coal; they could not give it away. It 
must be taken by people who use it for making steam. 

Q. Why is it not better to let it remain in the ground than to take it out and 
sell it at a loss?—A. Because you can not get the large sizes without the smaller 
ones, and if you did not sell them at whatever they are worth in the market in 
competition with bituminous coal, you would be so much worse off. The process 
of making anthracite coal is this: Here is a vein, we will say 8 feet in thickness. 
That coal is all mined out in the first place as you mine bituminous coal. You 
take the “ run of the mine,’’ and it is put in the breaker and crushed in order to 
get the different domestic sizes, and then it is run over screens, and as it passes 
through the troughs there are little boys sitting there and picking the slate out. 
The whole 50,000,000 tons that was produced last year passed under the eyes of 
those boys; they see it all and pick out the slate as it goes by. When it passes over 
the screen the very finest of it goes through first. Then it passes over another 
sized mesh, then another size, and so on, and when it gets down to the bottom you 
have the largest sizes of the coal; but all sizes are made through one process, and 
therefore it costs just the same to make one as to make many. So this coal you 
have to sell, whether it be culm, pea, buckwheat, or stove—the latter the highest 
price—costs just the same at the mine, and while some of the sizes will bring $2.25, 
other sizes may bring only 50 cents. The culm is the very smallest. Then you 
come to the rice, then the buckwheat, then the pea, just according to the size of 
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the screen, and as all those sizes must be made in order to get what we call the 
domestic sizes or higher-priced sizes, it is obvious that a producer must sell his 
whole production of the small sizes at whatever price they will bring in the mar¬ 
ket in competition with bituminous coal or suffer a total loss on say 80 per cent of 
his mine production. 

Q. These are the steam sizes that compete with bitumionus?—A. Yes. 

Q. (By Mr. Far^uhar.) Does not the culm become competitive for domestic 
purposes by the use of fans?—A. It can’t be used for domestic purposes because it 
is so fine that it will run through the grate; nor can they use it in a locomotive 
as the exhaust would drive out such a large proportion of it. They have not yet 
been able to devise any way of using the small sizes except for steam purposes. 

q. In recent years, how far has fuel gas and illuminating gas. used in the kitch¬ 
ens of the country, competed with anthracite coal?—A. That is a very difficult 
question to answer. It can only be answered in this way: If it had not been for 
these other fuels coming into the market in competition with anthracite coal, 
instead of mining and transporting 50,000,000 tons, as they now do, they would be 
mining and transporting 75,000,000 or 100.000,000 tons. It has prevented the 
growth in tho use of anthracite coal that otherwise they would have had. 

Q. (By Mr. Ripley.) Has this substitution not, however, resulted in the con¬ 
servation of the reserve supply for future years?—A. Of course. Twenty-five 
million tons you could have mined and sold is not mined or sold; it is still in the 
ground. 

Q. (By Mr. Farquhar.) That does not help tho present generation?—A. No. 
But it is a fact, and, besides you know, there is always more coal found when you 
como to dig it out than was ever estimated when it was in the ground. Experi¬ 
ence has taught us that. I believe there is coal enough for 200 years instead of 150. 

Q. In the Reading lands?—A. No; in tho entire region. 

Q. How will the reserves of other companies compare with those of the Read¬ 
ing?—A. The Reading owns about one-third of tho whole. 

q. (By Mr. Ripley.) There will come a timo, unle.-s the ownership changes, 
when the Reading will own the entire anthracite coal in the ground of the coun¬ 
try?—A. I do not know what warrants you in thinking that. 

q. I ask you the question—your judgment on it—that is all.—A. I do not see 
any indication of that result at present. 

Q. (By Mr. Kennedy.) Havo the other companies reserves that will last as long 
as those of the Reading company?—A. Not all of them. 

Q. Have any of them?—A. I could mention a company that has 25 years' reserve. 
That is the lowest. From that it will run up close to the Reading. I know there 
are other companies that have a very large reserve. 

Q. (By Mr. Ripley.) Are you acquainted with the estimate made by William 
Griffiths in the Bond Record of years ago respecting tho anthracite coal supply?— 
A. I have read that, but I have forgotten. I estimate we have 15,000,000,000 tons 
of anthracite coal in this region. 

q. (By Mr. Kennedy.) You said a while ago that 75 per cent of the reserves in 
the Wyoming Valley would be exhausted in 10 years.—A. No; not quite that—10 
per cent in 10 years and 75 per cent in 40 yoars. 

Q. They have reserve lands?—A. Oh, yes. The life of a colliery is about 30 
years. Then they must open up new collieries, and that, of course, is a great 
expense, for which a sinking fund should be established, and which is not now 
done except by a few companies. Remember, you have to have a new collierv, a 
new plant every 30 years, and there are a great many millions now invested in 
them. 

q. (By Mr. Ripley.) Are tho most easily or tho least easily worked portions 
of the territory now being developed?—A. The veins nearest the surface are 
being worked out first. You know there is a good deal of chance in sinking 
shafts. You may strike a vein in one locality, in perfect place where it has not 
been disturbed at all, and a few hundred feet away you may run into a break, and 
that holds good all over the region. It is only by experience, by putting down 
shafts that one can tell whether those veins are in place or whether they have 
been squeezed out, as they are in some places. For instance, 1 have opened col¬ 
lieries on some tracts of land and got one first-class colliery that would produce 
cheap coal, and the other one would be good for nothing and the expenditure 
wasted. That is another thing that must be taken into consideration in estimating 
the cost of coal. There is a good deal of hazard in sinking these shafts until 
developments have gone sufficiently far to demonstrate just where the vein is in 
place. 

Q. The belts of the Schuylkill region, however, are really more difficult to work 
than in the Wyoming, are they not?—A. It costs 20 cents a ton more to produce in 
the Schuylkill than in the Wyoming region. 
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Q. Anti from Schuylkill a large part of the future supply of the country will 
have to come?—A. Yes. 

Q. As a consequence, then, we have to expect in the future a greater expense 
of mining than at present?—A. Naturally; as you go deeper the expense will 
increase. You know something about the formation, don’t you, of the coal veins? 
We have, for instance, 16 veins in some places, with a certain amount of rock 
between them, and the lowest one or those may be down 3,000 feet in some locali¬ 
ties. Naturally, as the veins near the surface are worked out and you have to go 
deeper and work much deeper veins, it will cost more to produce coal, and in a 
great many places the deeper you go down the more water you encounter. For 
instance the last year I worked the Reading mines, we pumped two tons and a 
half of water for every ton of coal we raised. 

Q. (By Mr. Ripley). Are you aware of any tendency toward consolidation of 
the different railroads which serve the anthracite coal territory?—A. No, no; I am 
not aware of any. 

Q, I refer to the leasing or the purchase of one road by another?—A. No; I do 
not know of any. All I know is what I see in the public prints, that one company 
has purchased the stock of another, and so on. That you know as well as 1. I 
have no inside information of anything in contemplation. 

Q. (By Mr. Kennedy.) Do you know anything about thocommunity-of-interest 
plans?—A. No; not except in a general way. That is all on the surface. 1 think 
everybody knows about that, pretty well.' One company may buy the stock of 
another, and I must say, I think it is a good thing. I think it will produce better 
results for the people. 

Q. The community-of-interest arrangement?—A. I do believe in it. I believe 
when you get stable rates and reasonable rates the country will be more pros¬ 
perous. I believe that there is nothing that will produce greater prosperity than 
equal, reasonable, stable railroad rates. 

Q. (By Mr. Tompkins.) That suggestion applies to all railroad rates?—A. Yes. 

O. Then we come to the original question: What would prevent those in con¬ 
trol of the situation from taxing the people for the benefit of the combined inter¬ 
ests?—A. The people. You can't get any com bination of capital that is big enough 
in this country to rob the people; it can’t be done. The man doesn't live, and 
could not live, that would attempt it, in my judgment. That question will take 
care of itself. 

0. (By Mr. Kennedy.) They are not attempting it, you think?—A. No; I do 
not believe there is any such intention on the part of any men, and I know them 
pretty well. 1 know what my own methods were in trying to accomplish the 
.same thing, and I do not believe there is anv man engaged in it to-day that is not 
engaged in the work of self-preservation, i do not believe otherwise. I have no 
interest in saying so. T am a free and independent citizen, but I believe that, and 
I think 1 understand the situation pretty well. 

You ask for a division of this tonnage. The following table gives the figures: 

Per cent. 


Pennsylvania and Reading. 21 

Lehigh Valley.- . 15.65 

Delaware. Lackawanna and Western... 12.57 

Central Railroad of New Jersey. 11.48 

Pennsylvania Railroad. 11.32 

Erie Railroad. '11.51 

Delawaro and Hudson. 9.55 

Delaware,Susquehanna and Schuylkill... . 4.26 

Ontario and Western .. .. ... . 2.86 


Q. (By Mr. Clarke.) Has the New York Central recently acquired interest in 
the anthracite regions?—A. Not that i know of. I do not believe that the New 
York Central as a corporation has any interest in the anthracite region. I under¬ 
stand that some of the stockholders own stock in some of the anthracite roads. I 
do not know. 

Q. It has been stated within a few months that the New York Central owns 
certain contracts, certain short pieces of road, and that it was about to build a 
connecting link between them and the coal fields?—A. Does not that report refer 
to the bituminous fields? 

(By Mr. Ripley. ) Does it not refer to the Erie and Wyoming Valley,perhaps, 
which was an independent road of the Pennsylvania Coal Company?—A. Well, the 
Erie has got that. 


The Erie has recently taken in and added to Its tonnage so as to give it 11.51 per cent. 
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0. (By Mr. Kennedy.) Do you refer to the report of control of the Delaware 
ana Hudson?—A. If they have control of it, I don't know it. 

Q. (By Mr. Kennedy.) Is it true that the Reading fixes the price of coal and 
that other companies follow the lead of that company?—A. That I can not tell 
you. because I do not know whan their policy is now. 

Q. Can you say whether that was true in the past?—A. 1 believe that when I 
was president of the Reading I had considerable influence with other people; yes. 
That is what I was there for. 

Q. (By Mr. Ripley.) Are you aware of the purchase of the Central Railroad of 
New Jersey by the Reading?—A. Not except from the public prints. 

Q. I mean by the public press. Would not a combination that increased the 
tonnage of the Reading directly give that company a still more important voice in 
fixing the price?—A. No; it does not increase their tonnage at all. 

Q. Not the direct tonnage, but the tonnage control'ed by the two roads; it adds 
the proportion formerly carried by the Central Railroad of New Jersey to that 
formerly carried by the Reading, does it not?—A. No. How does it do that? They 
all go on; they each have their coal; they each have their coal companies; trans¬ 
porting it does not change their movement at all. 

O. Would it not be an advantage in the case of having two parallel lines that 
each carry coal under one management?—A. That is impossible; it never will be 
done; it can not be done; it is out of the question. 

Q. Do you know of any legal bar to the actual consolidation of these roads?— 
A. Yes. 

Q. Where is it found?—A. I think the laws of New Jersey now prevent the 
combining and consolidation of railroads. 

Q. Will you state what was the cause of the receivership of the Reading Rail 
road? Was it the leases of 1893?—A. Actual lack of capital to carry out its own 
plans 

Q. Was not there also a constitutional provision prohibiting such a lease?—A. 
Yes; the State brought suit to cancel the lease. 

Q. What was the outcome of that suit?—A. The suit was discontinued because 
the Reading went info the receiver's hands: the parties on both sides thought it 
was not to their advantage to continue the suit, and it was discontinued. 

Q. Did not Chancellor McGill render a decision at that time?—A. If my recol¬ 
lection serves me right, 1 do not think he did; 1 think the suit was discontinued 
before he rendered any decision, if my memory serves me right. I do not think 
he did. 

Q. A constitutional provision prohibiting the lease of the Lehigh Valley or of 
the Central of New Jersey to a Pennsylvania corporation would not operate 
against an actual purchase?—A. No. 

Q. So that a purchaser at the present time would not be prevented from mak¬ 
ing his purchase by the legal obstacles which stood in the way of consolidation in 
1893?—A. Oh, of course not. I know of no way that you can prevent a man from 
buying property if he has the money to pay for it. 

Q. Are you aware of the terms, as printed in the public press, under which the 
Pennsylvania Coal Company was transferred to the Erie Railroad?—A. All I 
know about it is what I saw in the public press. 

Q. Have you formed any judgment as to the financial expediency of such a pur¬ 
chase?—A. I think it is wise. 

Q. For the Erie Railroad?—A. Yes. 

(}. And for what reason?—A. Because it secures to that road a tonnage that 
might otherwise get away from it; I think it was a good move. 

Q. Have you any judgment as to the price paid for the securities of the Penn¬ 
sylvania Coal Company so far as that price was mentioned in the public press? 
Was it high compared with the financial position and possibilities of the com¬ 
pany?—A. No; I think it is worth the price. You must remember that anthracite 
coal is getting more valuable with every ton that is taken out. You can never 
replace it again. The Pennsylvania company has a large tonnage left unmined, 
and that tonnage is now secured to the Erie road. There has been no money in 
mining; they want the transportation of the coal. 

Q. The transportation of that coal, then, is profitable to the road?—A. Reasona¬ 
bly so only. 

Q. It would seem that if they assume so great financial responsibility there 
must be considerable profit?—A. The Erie will pay off all that debt through the 
sinking fund of 10 cents per ton, as they have provided, and it will be wiped out, 
and without any burden to the Erie. 

Q. That 10 cents will be put on the price which will be charged for the coal at 
tide water, will it not?—A. Not necessarily. It will be sold in competition with 
all the other coal and at the same price. 
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Q. It will simply reduce the profits on coal for somebody?—A. Yes; it will be 
that much less than for some other company which has not been conservative 
enough to provide a sinking fund, as all should do. And, as all must sell at the 
same price, the one that does not put that 10 cents in to liquidate debts of the same 
nature will meet with a day of reckoning which I do not wish to contemplate. 

Q. The debt provided for by the sinking fund will be extinguished when the 
coal is exhausted?—A. Yes. 

Q. Is that a common practice with the other roads to your knowledge?—A. It 
is receiving more consideration now, because people are seeing that they must do 
that to liquidate the debts for large sums of money which have been invested in 
coal lands. 

Q. The foundation of such oinking funds is going to still further increase the 
cost of putting the coal upon the market as years go on, is it not?—A. I suppose 
that will be taken into consideration, just as you take into consideration tho 
increased amount paid to the miners or the increased cost of taking coal out of deeper 
mines and so on; that is perfectly natural. 

Q. (By Mr. Kennedy.) Now, how many times has the Reading been in the 
hands of receivers, Mr. McLeod?—A. Four times, I think. 

Q. Can you state what the causes wero that forced the receiverships in each of 
those cases?—A. It increased its debt too largely in financing the coal lands with 
bonds; it could not earn the interest on the bonds and had to go to tho wall. 

Q. In any case, was it the result of ruinous competition, so called?—A. Yes: it 
sold coal below cost; away below cost. It sold coal before the Reading receiver¬ 
ships as low ns $2.48 a ton at tide water. 

Q. (By Mr. Litchman.) What was the effect upon tho volume of stock and 
bonds of the reorganization of the Reading Railroad after the receivership of 
1898?—A. The debt was increased somewhat. 

Q. Was not the cause of that receivership the excessive capitalization and issue 
of bonds incurred in financing the coal operations?—A. No; the cause of that 
receivership was a lack of capital. For instance, when I leased the Lehigh Valley 
and the Jersey Central and took ovor their coal operations and the individual 
operators as well, I found that I had $13,000,000 invested in coal and in carrying 
the customers of the companies. The Reading did not have that much capital, 
and I had to borrow $8,000,000 of that $13,000,000. Then the panic of 1893 came 
on. I had arranged to fund that $8,000,000 of floating debt by selling securities, 
etc., giving me a working capital of $17,500,000, but the parties who were to fur¬ 
nish the money had six montns in which to do it, and on account of that panic 
coming on beforo I could got the money, there was nothing in the world for me to 
do except to put the Reading in tho hands of the receivers to save its securities. 
That is the reason I did it. 

Q. Was it not necessary at that time to purchase outright large amounts of coal 
produced by independent operators?—A. It was not necessary. I did it. I made 
all those contracts, and that coal was purcha.-ed under those contracts, which 
proved to be a good thing because it has stood ever since. 

Q. Would these independent operators not have interrupted the Philadelphia 
and Reading Railroad at this timo had you not purchased their coal?—A. No; 
I never had any trouble with the individual operators. Tho individual operators 
were all willing to follow me always, i made that arrangement with them, and 
they considered it fair. There were some on the line of the Lehigh Valley that 
had contracts outstanding then at 55 cents. I canceled them voluntarily, gave 
them all 80, and brought them all in under one general plan. 

Q. Have you ever shipped any coal for the firm of Coxe Brothers?—A. Yes; I 
made a contract with Coxe Brothers and built a road in to get their coal. 

Q. Was the Philadelphia and Reading Railroad involved in the well-known case 
of Coxe Brothers v. The Lehigh Valley before the Interstate Commerce Commis¬ 
sion?—A. No; not at all. 

Q. There was complnnt at that time, was there not, on the part of the inde¬ 
pendent operators, that they charged an undue amount for the carriage of their 
coal?—A. I only know by what I saw in the press that Coxe Brothers had a suit 
pending with the Lehigh Valley. 

Q. Was not the price charged for transportation by the Lehigh Valley practi¬ 
cally the same that was charged by all the other roads?—A. I think so. I think 
the roads all charge the same rate. 

Q. Was not that cas? of Coxe Brothers r. The Lehigh Valley practically, then, 
a statement of the attitude of the independent operators toward all the anthracite 
coal movers?—A. No; I do not think it was. An individual might have a griev¬ 
ance that some other individual would not have. 

Q. Assuming that its grievance, however, was purely a financial one, not per¬ 
sonal, would that still not be true?—A. One individual might not be satisfied 
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with what another individual would be satisfied with. I do not know what the 
Coxe Brothers claimed; I never saw what their claim was; Ineverreadit. Now, 
Core Brothers may have sought to get something that was nottair—I do not know 
about that—but 1 believe, so far as my knowledge goes, the individual operators 
were always fairly dealt with, because I dealt with them myself, and I know I dealt 
with them fairly. 

Q. At the time of entrance into New England territory was the controlling 
interest in the stock of the Boston and Maine actually purchased?—A. No. 

Q. Will you make any statement respecting the character of that control?—A. 
That was largely through personal influence. 

Q. It was not, then, by actual purchase?—A. I purchased enough of the stock to 
give me what we call a standing with the rest of the stockholders of the property, 
and by that I persuaded them to make me president of the road, but I could not 
control the company by actual vote—nothing like it. 

Q. Fs not that situation typical of the situation ot many other roads in the 
counu y, namely, that the actual control of far less than a majority of the capital 
stock gives virtual control of the policy of thecompany?— A. Thatdependslargely 
upon the standing and influence of the party who holds a large interest; that is, 
the porsonnel enters very largely in an arrangement of that kind, as you can 
readily understand. An objectionable party certainly, as you know, can not buy 
a small interest in a road and control it. 

Q. But parties in good financial standing might by getting absolute control of 
30 per cent of the stock of a railroad dictate its policy in many instancos, owing 
to the apathy of the remaining faction of the stockholders?—A. If they dictated a 
policy that was in the interest of the majority of the stockholders, I imagine they 
would get along ail right; but if it was not, I do not think they would stay there 
very long. 

Cj. (By Mr. Kennedy.) I would like to ask you, Mr. McLeod, what effect the 
strike of 191)0 had upon the price of coal?—A. It had a tendency to advanco it, and 
did advance it. I will give you another instance. We had a strike the latter part 
of 1887 and the first part of 1888, when the price of coal went up immediately; I 
will show you how the average price went up. For instanco, in 1887 the average 
price was $3.87; but as the result of that strike from the last day of the month, 
1887, running into 1888, the average price for the whole year of 1888 was $3.81!. 

Q. I would like to ask you whether, in your belief, the strike ot 1900 was one 
that was welcomed by the railroads as a good thing in their interest?—A. No; 1 
think they did all they conld to prevent it. 

Q. One gentleman said in New York on that line that Mitchell and the Mine 
Workers’ Union did what the coal roads and coal producers had never been able 
to do; that they brought about a complete stoppage of work, and the owners were 
thereby enabled to work off their surplus stocks at increased figures, and therefore 
that the strike was a good thing for the railroads, a good thing for the independ¬ 
ent operators, and a good thing for the miners.—A. That has been the practical 
result. But I know personally, because I know all those men at the head of these 
properties, that they did not want a strike: they did all they could to avert it. 
The very fact that they granted the miners’ demands shows that they did not want 
any strike. 

Q. Did political influence have much effect in settling that strike?—A. Oh, that 
I know nothing about. 

Q. (By Mr. Clakke.) Who made the money when the price advanced?— A. The 
miners, I think. That is the way it looks to me up to this time. I do not think 
coal has gone up enough to let them out yet. 

Q. How about the middlemen?—A. The middlemen always got about the same. 
Their commissioue are about the same, no matter what coal costs or what price it 
brings. 

Q. Did not the middlemen advance the price before there was any advance in 
the price at the seaboard?—A. They may have done so. Probably they took 
advantage of the situation to ask an advance on some coal they had on hand— 
naturally. 

Q. I would like to inquire now, although it may possibly be a little out of the 
connection, how the coal is mined by the coal companies—whether by employing 
men or by contracting the work?—A, By both methods. Usually in the mine 
there are some of the miners who work on a contract. They get so much a yard 
for catting coal and they employ their own help. Then, a great many work by 
the day, and I can give you the average that those men make on the snrfa' e and 
under ground. The average wage for above-ground foremen, for instance—you 
know there are foremen above ground and foremen underground—is $3.71 a day, 
and the average for mechanics above ground is $1.93. The average for laborers 
above ground, $1.39; boys under 16,63 cents. Below ground foremen get $3.05; 
miners, $3.40; laborers, $1,63; boys under 16, 80 cents a day. 
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Q. Does that mean steady employment during the year?—A. No; the average is 
about 200 days a year. 

Q. (By Mr. Kennedy.) I was going to suggest that Mr. McLeod should put in 
his testimony a very great deal of material that he has that may not be brought 
out by our questions.—A. I would be glad to do so, because I feel that the more 
this subject is talked about and ventilated, the better it will be for everybody. 
For instance, a committee of the legislature of New York was appointed to inves¬ 
tigate the subject when I leased those properties, and there was a great hue and 
cry that I was trying to make a combination to increase the price of the necessa¬ 
ries of life, and all that, and I said: “Gentlemen, I wish to go before you and tell 
you everything I know. I would like to bring our books and show you what we 
have been doing, because I believe that the more that is known about these things 
and about this business, the more our methods will appeal to your sense of justice 
and fairness. ” And I think so now: and while I am not directly interested in the 
business at this moment, I have not changed my mind a bit. I think that the 
more this subject is brought to the attention of people like yourselves, who are 
interested in making laws for the protection of everybody, which means fairness 
to man and man, the better it would be for tho people and for the corporations too. 
Of course, all that I think and believe is in the direction, as you understand, of 
just what is being done, because I believe that the close control of these corpora¬ 
tions will produce better results to the people and belter to themselves than if 
they were allowed to run down by ruinous competition until finally the people 
will have to pay more money for coal. 1 say that because, as I have said here 
before, you can only mine and you can only distribute anthracite coal to the con¬ 
sumer within a short period of tho year—not over 0 months. There are 6 months 
that you can scarcely give it away. You might, approaching the season when 
they want to consume it, but after, in the spring months, you can not do anything 
with it; and the onlyway that you can mine and handle and distribute it in the inter¬ 
est of the people is to have it done by the gieat corporations. Corporations hav¬ 
ing large capital, who can mine and produce cheap coal and give it to the consumer 
when he wants it, and you can not do it in any other way. You can readily see 
now if this coal was not mined in May, June, July, and August, and if those 
mines were idle all those months how it would be. The interest on the invest¬ 
ment in the plants and on everything is accumulating all the time, your fixed 
charges are going on, and the investment would have to be doubled if the com¬ 
panies had to mine and move the coal during the months \\hen consumers will 
take it. Then no individual would be capable of conducting the business in the 
way in which it must be conducted. It must be done by a large aggregation of 
capital and thorough organization on a large scale. Bituminous coal mining is 
very different. Bituminous coal is taken the year round in about equal propor¬ 
tions. But anthracite is a commodity that is manufactured, practically—put 
through these breakers and all this process—and it is only needed within certain 
times of the year. And I tell you if it is not done in this way it will cost the con¬ 
sumer very much more money than it is costing now, and .sometimes, unless done 
in this way, consumers would not be able to get it at all. You can not mine and 
move coal as fast as it would be needed during those months of tho year when 
everybody wants it. 

Q. Last fall, as we understand, the mine workers had only about 12,000 men of 
that anthracite region in their organization. We now understand that they have 
upward of 80 per cent of the men organized, and that they are moving in the 
direction of getting recognition for their union; that is, that they shall confer and 
arrange a scale of prices and fix conditions for every succeeding year, as is done in 
the bituminous regions. I would like to ask you what is your opinion as to the 
wisdom of the managers of the railroads and coal carriers and operators meeting 
them, on this question of arranging a scale of prices every year for them?—A. I 
can best answer that question by stating what I did. When I was m a position of 
authority and had strikes on my hands—I have had some of the largest strikes 
that we have had in this country—my policy was never to raise the issue as to 
whether a man belonged to a labor organization or not. He would come and see 
me; if he was respectable and respectful when he was m my presence I did not care 
who he was; and I found that that way of treating with men was the very best 
That is a practical answer to your question. I believe that the best way to deal 
with men is to look them square in the face and talk to them and try to arrive at 
something that is reasonable and fair without resorting to force on either side. I 
believe in that policy, and I believe it can always be pursued. 

9- Do you not believe that the men can get better results for themselves by 
going to the corporation in an aggregate capacity and conferring with them in 
that way?—A. I do. I certainly think that men make a mistake when they dele¬ 
gate their power to some other party. I think that men would always get what is 
fair in the end if they would be frank and go to their own people. I do not believe 
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there is an employer in the country—if there is I am very sorry—that will not 
meet with his men, no matter whether they belong to a labor organization or not. 
Men have the right to organize, in my judgment, just as well in the capacity of 
labor as they have in any other. I do not believe in discriminating. 

t l would like to ask your opinion about the present emergency which seems 
upon the people in the anthracite coal business. The men are organized, 
over 80 per cent of them; they want the companies to meet their representatives 
in conference and fix the price and fix other conditions, more for recognition of 
the union than anything else. If that does not mean an increase in the wages, 
which we understand it does not at the present time, but just a recognition of the 
union as it is recognized in the bituminous fields, do you think it is the part of 
wisdom for the mine operators to hold out against giving this recognition that 
they desire and thus bring about a cessation of work and perhaps a higher price 
for coal?—A. Their action one way or the other means nothing. It is mere words, 
because when they advanced the wages of the men they gave them all the recog¬ 
nition that they needed. As you say yourself, there were only 21) per cent of them 
in the organization before that and now there are 80 per cent in it. There is a sub¬ 
stantial recognition. Now. no matter whether they meet them or not, those men 
aro in the organization: they are there, and it is a mere matter of words which do 
not change the facts at all as I view it. And it does seem to me that there ought 
to be some way when you have got a great body, an army of 145,000 or 150,000 
men, of meeting them, so long as they are respectful. It does seem to me so. Of 
course, if meeting them means that they are going on demanding, and are not sat¬ 
isfied with obtaining reasonable concessions, then it becomes a question o! business 
policy. One concession, I am sorry to say, often means to men of that kind 
another demand. They lose their heads and they think they can get anything 
they ask for, and they are so likely to go on ami crowd the employer to the wall. 
In other words, they will simply make the employer say, '‘I will not do anything; 
you may strike if yon wish.” That is the danger. 

Q. They are human, and the employers and capitalists of the country are human 
too; and you think there is also danger of the combined capital of the country 
going on and crowding more and more because it has the power to do it?—A. No; 
I do not, 

Q. Do you think the capitalists will be more reasonable than the men who work 
for theirdaily bread will be?—A. Why, you have an instance right here. One com¬ 
pany has been buying into another recently, and the very first time the miners 
asked an advance they got it; and they are more likely to get it under those con¬ 
ditions than they are under the other. The individual operator could not have 
afforded to give them that advance without the corporations had backed it up, 
and they are more likely, in my judgment, to get better wages as a result of the 
harmonizing influences which are going on. 

(Testimony dosed.) 

Whereupon, at 4.00 p. m., the commission took a recess until Monday, March 
18, at 10,30 a. m. 


Washington, D, C., April 'J, l'JOl. 

TESTIMONY OF ME, IE VINO A. STEAENS, 

President, Coxe Bros, it Co,, Incorporated. 

The commission met at 2.45 p. in., Mr. Phillips presiding. At that time Mr. 
Irving A. Stearns was introduced as a witness, and, being first duly sworn, testified 
as follows: 

Q. (By Mr. Phillips.) Will yon state your fall name and address and your 
business position?—A. My name is Irving A. Stearns. I am president of the 
Coxe Bros. & Co., Incorporated. Our main office is at Drifton, Pa., but I spend 
most of my time at 143 Liberty street, New York, and my residence is at Wilkes- 
barre. Pa. 

Q. Have you any official relation to other corporations engaged in the coal¬ 
mining industry or transportation?—A. I am president of the Delaware, Susque¬ 
hanna and Schuylkill Railroad Company, which is owned by the same parties that 
own Coxe Bros. & Co. 

Q. Will you describe the location of these enterprises?—A. The mines of Coxe 
Bros. & Co. are located in what is known as the Lehigh region. They are scat¬ 
tered over considerable territory. [Indicating on chart.] Everything as shown 
here in purple evidently belongs to Coxe Bros. & Co.; bat as to the location, as 
shown by this map, I can not designate each colliery. 
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Q. Will you describe the location of the Delaware, Susquehanna and Schuylkill 
Railroad in general, its length and its principal connections?—A. It connects with 
the Pennsylvania Railroad at what is known as Gum Run Junction and extends 
to Hazleton, to Drifton, and to Beaver Meadow and Oneida, connecting all the 
collieries of Coxe Bros. & Co., Incorporated; and it also connects with the Penn¬ 
sylvania Railroad, the Lehigh Valley Railroad, the Philadelphia and Reading, 
and the Central Railroad of blew Jersey. 

Q. Before proceeding to take up in detail the different topics, have you any 
general statement which you are prepared to submit respecting the state of the 
anthracite coal industry, or any movements in progress?—A. No. 

Q. In what way are the rates upon anthracite coalmade up at the present time?— 

A. That is a question that does not come to meat all. as all of our coal that goes 
to tide water is shipped over the Lehigh Valley Railroad on our own cars, in our 
own trains, and with our own crews. All our western and line coal is shipped 
over the Pennsylvania Railroad to line points, except what we ship by lake, which 
goes to Buffalo, over the Pennsylvania all the way now, though it formerly went 
over the Pennsylvania to Emporium. We have nothing whatever to do with 
making rates 

Q. Are there any individual operators who ship over your line?—A. No. We 
purchase coal from Mr. C. Pardee, at his breaker, and of course that goes over our 
lines, but it goes as our own coal. 

Q. Have you knowledge of the system under which coal is generally shipped by 
the individual operators, or the relations which exist between independent opera¬ 
tors and the railroads?—A. For several years past the great majority nave sold their 
coal to the railroad companies on a percentage basis; that is, 00 per cent of the 
tide water price to the operator, and the railroad company received the other 40 per 
cent, the railroad company guaranteeing the sales and paying all of the expenses 
of them. 

Q. So that the system under which coal was formerly shipped by Coxe Bros. & 
Co. prior to the construction of the Delaware, Susquehanna and Schuylkill Rail¬ 
road was on that basis?—A. No; I think not. 1 do not think they ever shipped 
under that special contract. I do not speak from knowledge, but only from hear¬ 
say. They had some traffic arrangements with the Reading Railroad Company. 

Q. Will you describe the causes which led to the construction of the Delaware, 
Susquehanna and Schuylkill Railroad by the firm of Coxe Bros. & Co.?—A. 1 am 
not in a position to state them definitely, as I have only been in their employ for 3 
years, and the only two men who could probably answer that question are Eckley 

B. Coxe and E. B. Ely, who are dead. But I have understood the object in build¬ 
ing this railroad was to connect all their collieries, so they could deliver their coal 
to any of the different roads with which they connect, and which I mentioned—the 
Pennsylvania, the Lehigh Valley, the Reading, and the Central Railroad of New 
Jersey. 

Q. Coxe Brothers is a firm?—A. It was a firm up to December 31,1895. Since 
then it has been a corporation. 

Q. Is the corporation independent of any particular line of railroads in making 
its shipments?—A. Except to tide water. We have a trackage contract with the 
Lehigh Valley Railroad by which, as I stated before, we run our own cars, our 
own trains, and our own crews to tide water. 

Q. Are there any other firms or corporations which have similar relations to the 
railroads, to your knowledge?—A. No; not that 1 know of. I am sure there are 
not. 

Q. Are you aware of any proposition made to the independent operators for an 
increased proportion of the tide-water price?—A. Yes; they have made an offer, I 
think of 05 per cent for their coal, 35 per cent to go to the railroad company for 
freight. This result was arrived at, I think, by a committee of individual oper¬ 
ators and a committee representing the railroad companies. They had sessions 
lasting over several weeks, and that is the result of the conference. That is the 
proposition made by the railroad companies to the individual operators on the 
different lines. 

Q. Was such proposition uniformly offered by all the railroads in this terri¬ 
tory?—A. I understand it was. 

Q. Substantially identical in all companies?—A. Yes. 

(J. Have you any knowledge as to the reception given to this proposition by the 
individual operators?—A. Only by hearsay. I have been informed that some of 
the individual shippers on the line of the Pennsylvania Railroad have signed these 
contracts. I have also been informed that none of the operators on the lines of the 
Lehigh Valley, Jersey Central, and other railroads had signed them up to 10 days 
or 2 weeks ago, which was the last I heard. 


of 


Q. (By Mr. Phillips.) How much per ton or car is this price which they get, 
! 65 per cent and 35 per cent?—A. It is 65 per cent of the tide water price per ton. 
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therein a different rate. I am speaking from memory DOW, but I think it 18 ,)0per 
cent for pea and 40 per cent for the smaller, although I am not positive, as W6 are 
not interested in these contracts and it is only hearsay. 

Q. (By Mr. Ripley.) For the sake of the record, will yon describe the distinc¬ 
tion between the prepared and small sizes?—A. A prepared coal includes all sizes 
from chestnut up to broken. Small sizes include everything from pea down to 
what we call barley coal. I think I can give you the meshes, if you want to know 
the different sized meshes over which they are made. 

Q. (By Mr. C. J. Harris.) When you say the freight charge is 40 per cent, you 
mean over the selling commissions and all, do you not?—A. The railroad company 
pays the operator (15 per cent, and the 35 per cent goes for freight, selling expenses, 
and all the rest. That is what the railroad gets. 

Q. (By Mr. Phillips.) The railroad does the selling?—A. Yes, 

Q. (By Mr. Ripley.) The railroad assumes the actual title to the coal at the 
breaker?—A. Yes. 


Q. And the individual operator from that time forth ceases to have an interest 
in the coal, otherwise than in the price which the railroad company receives at 
tide water?—A. He has no responsibility. He has nothing to do with selling the 
coal. The railroad company pays the t>0 per cent, or the 05 per cent, whatever the 
percentage may be, of the tide-water price for the month. 

Q. Who fixes the price to the consumer?—A. The different companies. 

Q. Will you state the distance by the shorter and also by the more roundabout 
routes, in general figures, from the coal centers to tide water?—A. I have not 
looked that question up, and do not think 1 can give the information. I know the 
distance we ship is 125 miles—from the junction with the Lehigh Valley road to 
Perth Amboy. It is more than that, of course, from the Lackawanna region and 
some others. 


Q. (By Mr. C. J. Harris.) Is there to be an equitable difference in the rate, 
according to the distance they haul the coal? Suppose your mine is 100 miles 
nearer than some other anthracite mine, do yon get the same percentage? Do you 
get 65 per cent of the price of the coal at tide water and the man 100 miles farther 
on the same price that you get J —A. That condition does not exist in the anthra¬ 
cite region. When 1 speak of the 123 miles we haul that coal, down to the junc¬ 
tion, I do not include the haul from the collieries. We haul it part way over our 
own road. 

Q. (By Mr. Phillips.) What would be the probable distance from these coal 
centers to tide water?—A. The difference in the Wyoming region is very slight; 
not very much difference. From the Schuylkill region they ship largely to Phila¬ 
delphia. 

y. (By Mr. Kennedy.) What object have the railroad companies in view in 
offering this 65 per cent of the tide-water price to the independent operators of 
the coal region?—A. That, 1 think, had better he answered by some of the officers 
of the railroad companies who are interested in those contracts. We are not. 

Q. Do you not know by hearsay and by general knowledge what the object is?— 
A. I could only give you what my opinion would be. It would be that itisdonein 
order to control or consolidate the business and prevent competition and the cut¬ 
ting of prices. 

y. They also insist upon having a clause in the contract that they shall have the 
entire output of the collieries that come in under that agreement?—A. I can not 
say about that. Not having any personal interest in these contracts I have not 
given them the attention that 1 otherwise would. 

Q. [ By Mr. Ripley. ) Do you know what the life of these contracts was to be— 
for a limited term of years or in perpetuity?—A. The 60 per cent contracts were 
for a limited term. Most of them expired 2 years ago. The proposed contracts are 
in perpetuity. 1 think, with the exception of those of the Pennsylvania Railroad. 

Q. Woald this not mean, then, from the date of signing such a contract, that the 
individual operator so signing would cease to be independent? Would not his 
output be dictated to him by the railroad company?—A. Not necessarily his out¬ 
put, but the price would be fixed. 

Q. He would he obliged to accept the price fixed by the railroad at tide water, 
either directly or in cooperation with other railroads?—A. Not the price fixed 
by them, but the price received by them. It is settled on the prices received the 
month previous; the actual average price received. 
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Q. How do the numbers of individual collieries at the present time compare 
witn the number in existence 10 years ago? Is there a tendency toward their 
disappearance?—A. Quite a large nhmber have been purchased by the different 
companies in the last two years. They are decreasing. 

,,Q. Will you state some of the causes which have induced that absorption?—A. 
I think that generally the individual operator rinds he can make more money sell* 
ing out than by continuing m the business. 

Q. Has there been complaint among the individual operators that the rates 
charged for the transportation of their coal were excessive as compared with the 
rates on bituminous coal?—A. At times. 

Q. How do those rates compare in general?—A. They have been higher; but 
how much I can not say. 

Q. Very considerably higher?—A. Yes. I understard there has been an increase 
in the bituminous freights, but what it is I do not know. 

Q. Were not the proceedings instituted by Coxe Brothers & Co. before the 
Interstate Commerce Commission made because of complaint that the rates were 
unjustly higher on hard coal?—A. So I understand. 

Q. From your knowledge of the cost of mining and transporting, is there justi¬ 
fication for such a discrimination against hard coal as in favor of soft? Does it 
cost more to transport the one than the other?—A. The cost of transportation, I 
should say, would not be in excess; but this difference prevails to a certain extent. 
The cars loaded with anthracite coal as a rule almost always return empty. I 
think they have a return load more in bituminous coal than anthracite, but I do not 
like to express an opinion on the bituminous business, because I do not know any¬ 
thing about it. 

Q. You have been formerly connected with other companies?—A. I was con¬ 
nected with the Pennsylvania Railroad for 12 years as manager of their coal 
companies. 

Q. (By Mr. Phillips.) Was that company managed for the benefit of all the 
stockholders of the Pennsylvania Railroad?—A. Yes. 

Q. They owned tbe mines and transported the coal, and the profits were 
divided-A. (Interrupting.) Among the stockholders. 

Q. They have a right under their charter to do that business, have they?—A. I 
can not say that. Most of the coal properties owned and controlled by the Penn¬ 
sylvania Railroad Company came to them by the purchase of other lines of rail¬ 
way. For instance, the property at Shamokin came through the acquisition of 
the Northern Central, or the Shamokin and Pottsville. which is a division of the 
Northern Central, and which owns certain properties in the Shamokin region. 

Q. Then all these transactions at the seaboard are made for the benefit of the 
stockholders, and all the profit from the coal goes to the stockholders of the vari¬ 


ous roads, as I understand it?—A. I suppose so. I had nothing to do with that. 
They were entirely independent, so far as the organization was concerned. The 
Susquehanna was entirely independent, and so was the Mineral Railroad and 
Mining Company. 

Q, These properties were taken over by the Pennsylvania Railroad and the 
profits were divided, as per understanding, between the stockholders?—A. What¬ 
ever the profits were went to the stockholders of the coal company. 

Q. Not of the Pennsylvania Railroad?—A. Oh. no; no. 

Q. (By Mr. Ripley.) Was not at least a controlling interest in the stock of 
these companies owned directly by the Pennsylvania Railroad?—A. Yes; I think all 
the stock of tbe Susquehanna was owned by the Pennsylvania; also of the Lykens 

Speaking from memory, I think they owned a controlling interest in al?these*com¬ 
panies, and all the stock of the Susquehanna Coal t 'oinpany. 

Q. As a rule is not most of the stock of these mining companies that operate in 
connection with railroads owned by the railroads.’'—A. Yes: so I understand. 

Q. They are simply subsidiary companies for the transaction of certain kinds of 
business?—A. As 1 understand it. 


Q. Are the accounts of the two companies kept entirely distinct?—A. Yes. I 
am speaking now of the accounts of the Pennsylvania Railroad. They were kept 
entirely distinct. 

Q. Are the coal companies of the Pennsylvania Railroad charged exactly the 
same for the transportation of coal that the individual producers pay?—A. No. 

Q. Was there any discrimination?—A. On the contrary, they did not give them 
the benefit of the 60 per cent rate. They charge them the same rate as any opera¬ 
tor shipping over the line. They pay the full rate the same as anybody else. 

Q. Do you recollect what that rate was? - A. That would vary from time to time. 

Q. There was no advantage, then, to the Pennsylvania Railroad or to the coal 
company from the connection between the two?—A. Not the slightest. 
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Q. Were the accounts kept so distinct that the oost of mining to the mining 
company could be estimated?—A. They were kept absolutely separate from the 
Pennsylvania Railroad Company accounts. • 

Q. Is that the practice, to the best of your knowledge, of most of the railroads?— 
A. As far as I know, the coal company accounts and the railroad company accounts 
are entirely separate and distinct. 

Q. It would be possible for a railroad company to favor its own coal company 
as against individual operators if it so chose to do; that is, it would be possible 
for a railroad to transport coal from its own companies at less rate than it charged 
individual operators who had no financial interest with them, would it not?—A. 
Well, I do not know whether they are legally allowed to do that or not. 

Q. What remedy would exist in case such discrimination was shown?—A. If I 
were a shipper over a line of road, and I knew the management were charging 
somebody else less than they charged me, I would try to see if I could find some 
way to stop it. 

Q. {By Mr. Litchman.) There would really be no difference if they owned all 
the companies?—A. It would simply be taking out of one pocket and putting it in 
another. 

Q. (By Mr. Phillips.) Have you heard any complaints of these individual 
operators of discrimination in favor of these companies?—A. I never heard of any. 
I never heard any complaints of that kind. 

Q. (By Mr. Ripley.) Have you known of instances in which money has been 
loaned or advances made to individual operators for the development of prop¬ 
erties?—A. I have heard that such loans have been made. I can not speak from 
personal knowledge, however. 

Q. Would not such loans, if made, tend to render the acquisition by purchase 
of those properties simpler by the railroads than if the collieries of the independent 
operators were in factentiroly independent?- A. I do not see why it should, unless 
the loan was so great that the individual operator never had any chance to get out 
of debt, like a mortgage on the property. 

Q. Mortgages of less amount, however, placed on these individual collieries have 
been held by the railroads, have they not?—A. I can noi say that. 

Q. You have known of instances?—A. I have heard that certain companies had 
advanced money to the operator for certain improvements, but I speak without 
personal knowledge. 

Q. In what part of the anthracite coal region are most of the individual oper¬ 
ators located, or where were they located?—A. In the Wyoming, the Lackawanna, 
and the Lehigh regions, and some in the Schuylkill region—fewer in the Schuylkill. 

Q. Fewer in the South than in the North?—A. Yes. 

Q. Can you give us any information as to the percentage of coal mined in this 
field which is produced by individual operators at the present time?—A. No; I could 
not. It has changed so rapidly in the last few years. 

Q. How much was it three or four years ago. in round numbers? Was it 10 per 
cent?—A. That I do not know. I think it was more than that. 

Q. It has substantially decreased in the last few years by reason of absorption 
and purchase by the railroad companies?—A. Yes. 

Q. Has this tendency to absorption been the result of distress among individual 
operators, or has it rather been attempted by purchase at substantial remunera¬ 
tions? Has it been more profitable to sell out by reason of fair or very good prices 
offered for the properties, or have the individual operators been forced to sell out 
through the power which the railroads wore able to exercise?—A. I do not think 
they have been forced to sell out. but that they did so because they could realize 
a very good profit and get a very good price. 

Q. Do the laws of Pennsylvania prohibit a railroad from operating as a coal 
mining company?—A. I do not know. I think they do. 

Q. You maintain two independent corporations, one of which mines and the 
other transports?—A. Yes. 

Q. Are there any other companies, so far as you know, that mine directly them¬ 
selves?—A. I do not know of any. Now, I can not say about the Delaware. Lack¬ 
awanna and Western; they formerly had another company under which th^y 
operated, but how it is now I can not say. 

Q. On what lines are the larger operators or individual operators, or were they 
a few years ago?—A. I would say the Lehigh Valley. 

As to the laws of Pennsylvania, understand 1 do not know whether the company 
can operate coal mines or not. We have two separate organizations. 

Q. In what manner is settlement generally made with the independent operators; 
do you know? Are they paid at the time the coal is delivered at tide water or do 
they receive payment at the time they deliver the coal at the breaker?—A. As soon 
as the prices for the month are determined they are paid; generally early in the 
month following. For April coal they would be paid as early in May as the aver- 
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age price was determined. I do not know whether the contracts specify a certain 
time or not. 

Q. Do you know whether those contracts of which yon have spoken as recently 
submitted to the individual operators and signed by some on the line of the Penn¬ 
sylvania permit a certain amount to be mined each year, or is the quantity limi¬ 
ted?—A. I can not say. 

Q. You have not seen the contract?~A. I had a copy furnished me with the 
termspaid. 

Q. What are those terms?—A. Sixty-five per cent for prepared sizes, and, my 
recollection is, it is 50 per cent for pea and 40 per cent for buckwheat. It was 
some time ago that I saw the contract, and it was not the final proof. 

Q. You have said that in your own case you have a long-time trackage arrange¬ 
ment with the Lehigh Valley Railroad.—A. I think it lias about 7 years to run. 

Q. Does it permit the coal mined by Coxe Bros. & Co. to be transported 
at cheaper rates to the seaboard than you could have obtained as independent 
operators not controlling a railroad?—A. I can not answer that question, for 
the reason the present arrangement involved a very large expenditure of money 
in purchasing equipment, such as cars and engines; and the depreciation, of course, 
on that plant is quite material. Then we have the selling expenses to pay, which 
an operator shipping under a contract with a railroad company does not have to 
pay. We have to bake the chances of all bad debts, which an individual operator 
does not have to do. So, taking the cost of the equipment, the depreciation of the 
plant, the cost of selling, and the bad debts, I would not like to say whether we 
get any the better of it or not. 

Q. You enjoy the benefit of joint rates, do you not?—A. Oh, no; wo pay so much 
per ton per mile; no joint rate about it. 

Q. Would you be willing to say that the ownership of a lino of railroad does not 
give you an advantage in the price paid for transportation to the seaboard?—A. I 
could not say that because of the conditions 1 have mentioned. I have never 
made any calculation on it. I know, of course, that our depreciation is very large 
on the plant; there is a question of new cars coming up very shortly. 

Q. What proportion of your coal goes west and what east, respectively?—A. I 
can givo it to you exactly, if you would like to know. [Referring to table.] 
Coxe Bros. & Co. in the year 1900 shipped 1,002,577 tons. They sold at the 
mines 22.077 tons. They used for tho company’s use, steam, etc., 191,908 tons, 
maiving a total of 1,240,592 tons. We purchased from Mr. C. Pardee 529,021 tons, 
making a total shipped from the mines, including the Pardee purchases, 1,561,598 
tons. Of the amount shipped the figures will not check up with what I have 
given already because we had a certain amount in storage at Roan. We shipped 
to Perth Amboy 1.071.057 tons, and to line points east 119,209 tons. We shipped 
to Buffalo for lako shipment 199,870 tons, and west»by rail 100,440 tons; total, 
1,580,882 tons. 

Q. (By Mr. Kennedy.) That is what percentage of the entire output of the 
region?—A. It is about 81- per cent. 

b). Is there entire freedom on the part of individual operators, so far as you 
know, to produce more or less, as the case may bo, according to their own disposi¬ 
tion, or are they allowed to produce a certain amount and held to that allotment?— 
A. I can speak for ourselves on that point. My instructions have always been to 
mine all the coal that we could sell without sacrifice—without cutting prices. 
That is the principle we are working on. 

Q. Is there not, however, between the different railroads concerned what is 
known as an annual allotment?—A. Several years ago there was. The presidents 
of the different railroads got together and agreed on a percentage that each com¬ 
pany should ship, but I do not think that any attention has been paid to that for 
some time. Everybody ships all he desires to ship. Any company can ship all the 
coal it can, and fill the cars all up, and do anything it likes. 

Q. As a matter of fact, has not the proportion each year remained about con¬ 
stant?--A. Yes, naturally; for the reason that allotment was based upon the 
respective outputs of the companies, and they would necessarily follow very close 
to those figures. 

Q. Will you give tho name and address of the official who prepares and publishes 
theseofficial statements of allotment?—A. Thereis nostatementof allotment made. 

Q. Of the tonnage shipped?—A. I can not give you his address. His name is 
W. W. Ruley, of Philadelphia. 

0. He, however, stands in no official relation to any of the railroad companies, 
as far as you know?—A. Not as I understand; no. 

Q. Has Coxe Bros. & Co.’s proportion held in the last 5 or 10 years or has it 
increased?—A. I think it has been about stationary for the last 3 or 4 years. 
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Q. Has the proportion been stationary for the most of the other railroad com¬ 
panies; referring, for example, to the table published in the New York Financial 
and Commercial Chronicle?—A. I could not giveyou those figures. That is a mat¬ 
ter easily determined from the statistics, In general I think it is about the same. 

Q. Has there been complaint on the part of the Reading Railroad that its allot¬ 
ment was too small, considering its facilities?—A. Not to my knowledge. 

Q. The Reading Railroad is, however, the most important producer, is it not?— 
A. It is the largest producer; yes. 

Q. So far as you know, you have never heard a complaint on the part of the 
Reading Railroad that it deserved a larger proportion?—A. It does not follow that 
they have not made that complaint. 

tj. Do the sales agents or the presidents of the different roads meet at any time 
officially or unofficially, so far as you know, to determine what amounts shall be 
allotted to each road?—A. Not to my knowledge. 

Q. Do they meet in conference to consider the question of production each sea¬ 
son?—A, Not to my knowledge. Itwill be -1 years in August since I became pres¬ 
ident of Coxe Bros. & Co., and 1 have not been called to such a conference and I 
have never heard of a conference to fix such allotment, 

Q. Were such conferences held regularly 4 or 5 years ago?—A. I was not in a 
position to know. 

y. You have no knowledge of meetings of the sales agents?—A. I do not think 
they have regular meetings, but they do meet occasionally, probably twice a year, 
or something like that. I do not think they over lay down fixed or positive prices. 
I think their meetings are more for discussion as to about what price they should 
recei ve. 

y. There is, however, an agreement as to what a fair price under the conditions 
of each season should be, is there not?—A. I think so. We do not attend these 
meetings. 

y. Suppose to morrow, or next week, or next, month, the Reading Railroad, or 
the Lehigh Valley, or the Pennsylvania Railroad, or your own road, should double 
yonr output by some means, what would be the result?—A. It could not sell the 
coal. 

y. Could you not sell it by shading the price somewhat?—A. I do not think it 
would be possible. 

y. Could not that be done in the fall of tile year, when the demand for coal is 
somewhat greater?—A. To do that would demoralize the wholecoal trade, and the 
producer so selling would have to stop mining, because the price received would 
be less than the coal had cost, and yon can not do business on that basis very long. 

y. Have you ever heard the complaint or statement that the coal was mined at 
a loss by many of these coal companies owned by the railroads, but that the rail¬ 
roads were so enabled to mine at a loss because they made a profit in transporting 
the coal for them'-elves?—A. i have heard that statement. 

y. What is your judgment in respect to its soundness?—A. I am not in a posi¬ 
tion to know of the companies, excepting our own. 

y. Speaking of your own experience, would that bo true?—A. No; I think we 
would make a small profit on the mining. 

y. It was testified before this commission some weeks ago that the cost of coal 
at the breaker was on an average $1.71. What is the price at tide water, fixed on 
the 1st of April, as published in the papers; do you know?—A. I think the price 
is $4 per ton for stove and nut. 

y. Have you received notice from the other companies or from any persons to 
the effect that this would be the price for this season?—A. I think the only com¬ 
pany that sends out an Eastern circular is the Philadelphia and Reading. We 
receive a circular from that company announcing its prices. I read a newspaper 
article which stated, and I think it is correct, that the present circular and net 
prices f. o, b. the harbor were: Broken. $4; egg. $4.25; stove, $4.50; chestnut, $4.50. 
But it goes on further and says that these are the regular prices that have been 
prevailing, and that sales may be made with the following discounts or reductions 
from the price: April, 50 cents a ton off these prices; May, 40 cents off; June, 30 
cents off; July, 20 cents off; August, 10 cents off, and September, the full circular 
price. 

y. (By Mr. Kennedy.) You are speaking of the Philadelphia and Reading 
prices, are you not?—A. Yes. That is practically the price of all of them. 

y. You said the Philadelphia and Reading is the only company that gives out a 
circular?—A. I think it is the only one. 

0. It sends to the other companies?—A. Yes. 

y. The other companies follow the prices the Reading names in the circular?— 
A. Not necessarily. If we can get more we do so. 

y. Is it not the rule to follow the Philadelphia and Reading price list?—A. I 
think generally all do. 
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Q. The Reading people fix the price themselves?—A. I do not know whether 
they do it without consulting the other companies or not. I can not say that. 
They may agree or not, but as far as we are concerned we always sell our coal for 
all we can get for it, and usually get a little more than the circular price, espe¬ 
cially on the Lehigh coals, which are a higher-grade coal. 

Q. (ByMr. Ripley.) Repeating a question which I asked before, the effect of 
any one of these railroads exceeding what has been a customary proportion of the 
annual shipment would be to demoralize the trade, would it not?—A. I think it 
would; yes. 

Q. Wliat do you mean by demoralize?—A. Understand me; you stated the prop¬ 
osition, if the Philadelphia and Reading or Lehigh Valley should double the ship¬ 
ment. In that ca e somebody else would start in to get even with them, and the 
result would be the demoralization of the trade, and everything would go to pieces. 
That would keep up as long as they could stand it, and then they would have to 
stop. 

Q. Such demoralizations in price have been frequent in the past, have they not?— 
A. Yes. 

Q. Can you state when the last serious one took place?—A. I think it was about 
.3 years ago m the fall, when prices went to nieces pretty badly. 

t*). As a whole, prices have been steadier the last few years, have they not?—A. 
Yes. 

Q. Have they not been higher also than during the range of a number of years 
preceding?--A. No; I think not. They are not as high as they were along in the 
early nineties. 

( L >. They are higher at the present time, however, than they have been for any 
long time at once, are thoy not?—A They have been higher since 1 he strike, caused 
by the market being denuded of coal, and the old rule of supply and demand 
rather enhanced the price. 

Q. What is your judgment as to the price of coal at the present time? Is it about 
as high as the trade will stand?—A. Do you mean before this reduction? 

Yes; through the last winter.—A. I think so. 

(>. It would not he to the interest of the producers, then, to advance the price 
beyond that ot the present time?—A. I do not think it would be, because that 
brings into competition other fuels. Anthracite coal is largely a luxury, except 
the small sizes for steam purposes. 

Q. Will you speak of the nature of such competition in fuel as the anthracite 
coal is obliged to meet?—A. For steam and manufacturing purposes, of course, 
bituminous coal, for household consumption, gas stoves and gas ranges are com- 
ingin.and oil stoves: and in the large cities, in the apartment houses, where anthra¬ 
cite coal was formerly used, a good many are using bituminous coal now. 

Q. Is not the demand for all kinds of anthracite coal increasing year by year, 
howtwer?—A. Not very materially. I think the largest increase has been in the 
small sizes more than in the large sizes, it is only a few years since all of what 
are known as the small sizes were thrown away; in fact, prepared sizes were 
used for steam purposes at the mine, and egg and stove coal were burnt under the 
boilers. What is known now as pea, barley, buckwheat, and rice were thrown 
away; and I think the large increase in the consumption of anthracite coal for 
the last 10 or 15 years has been more due to the consumption of the small sizes 
than to an increase in the large sizes. 

Q. Is there not, however, a definite relation between the amounts produced of 
these 2 sizes? Are not the small sizes simply a by-product, incidental to the mining 
of the other sizes?—A. Certainly they are; but at the same time the conditions of 
the market have changed the proportion of sizes mined. Twenty years ago, or 
less time than that even, where an operator could sell 10,15, or 20 per cent of lump 
coal, he can not sell any to-day, and it has to be broken into smaller sizes; and 
when you break down coal you increase your percentage of small sizes. We are 
making practically no lump co.il to-day, nothing above broken. That means 
breaking everything down, and it means a large increase in the percentage of 
small sizes. 

Q. So you would say that the principal increase in the last 10 years has been in 
the small sizes?—A. Largely due to the increased consumption of small sizes. 

Q. And that the competition of other kinds of fuel with the prepared sizes has 
prevented a great extension of the demand?—A. Yes. 

Q. You have spoken of the percentage rates to tide water. In what way are 
the rates to Chicago and the West made up? Under what conditions do you ship 
your coal to the West?—A. I think we get rates in the spring. Whenever they 
make any change they send us a circular stating what the iates are, and we pay 
on the all-rail coal a certain fixed rate. There is a certain rate to Buffalo. 

Q. Probably the regular published rates that are on file with the Interstate Com¬ 
merce Commission?—A. Just the same. 
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Q. And to the beat of your knowledge these are the regular rates paid by all 
individual operators alike?—A. Yes. 

Q. Without discrimination or favor?—A. Yes. 

Q. (By Mr. Farquhar.) You shipped about 200,000 tons to Buffalo last year. 
Was that for local consumption or did part of that go by lake?—A. It all went by 
lake. 


Q. And you say you shipped 160,000 tons by all-rail for the West?—A. All-rail 
for the West and intermediate points. 

Q. You use the transportation of the Pennsylvania road on the lake?—A. No; 
boats. 

Q. Your own boats?—A. No. We charter from whomsoever we can get boats. 

Q. You simply use the Pennsylvania railroad tonnage to Buffalo?—A. The 
Pennsylvania tonnage to Buffalo. 

Q. Are your lake rates uniform at Buffalo?—A. They vary verv much. They 
have varied from month to month since I have known of them. They have been 
as low as 20 cents from Buffalo to Chicago and as high as SI.25. 

Q. Have you had an advantage in taking wild or independent boats and not 
regular liners?—A. Oh, no. 

O. Are your selling rates the same as those of others—the Delaware and Hudson 
ana the Lackawanna—in Buffalo?—A. We do not sell in Buffalo. 

Q. No local market?—A. No. 

Q. Are there any parties who buy from Coxe Brothers, Incorporated, and supply 
the city government and others with your coal?—A. I do not know of any. There 
may be. hut 1 mean to say we do not do any retail business there, or anything but 
rail delivery. There are points in the vicinity of Buffalo where we ship by rail, 
and of course we supply them. 

<^. Do you ship to Chicago?—A. We ship to Duluth, Chicago, and Milwaukee. 

Q. Are the sales made through your own agents m those ports?—A. Entirely. 

Q. Is it a common market and is the price common there?—A. Yes. 

Q. So that you are just as well advantaged as the regular liners? You get as 
good a price as the Pennsylvania or the Lackawanna lor coal in the Western 
ports?—A. I think so. 

Q. Do you know of any other independent shippers who do that?—A. I do not 
think any of the independent operators ship their coal west. 

\ ou get just as good rates to Buffalo as any other shippers?—A. We get the 
same rate. 

U. (By Mr. Ripley.) Have there not been at times, however, cutting of rates 
in favor of certain shippers?—A. Not since I have had anything to do with the 
rates; not to my knowledge. 

Q. Was the Pennsylvania Railroad ever inconvenienced by discrimination 
forced upon it by its connections?—A. 1 could not answer that question, as I 
would not know anything about a matter of that kind. 

Q. Is it possible to get at the cost ot mining coal at the breaker?—A. [Laugh¬ 
ing. J That is a very difficult question. 

Will you explain some of the difficulties?—A. Preparatory to coming down 
here I read over Mr. Coxe’s testimony before a commission several years ago, and 
he said it was a question be had been trying to find out all his life, and had never 
succeeded. The local conditions will vary in every locality and in every mine, 
and in the seams of every mine. To-day a seam may be in good condition and 
everything going on smoothly, and to-morrow you may have an explosion of fire¬ 
damp that will cost considerable money; or you may have a fall of roof, or you 
may nave a flood in your mine, and those conditions are in every locality, in every 
mine—in fact, you may say they are in the same seam of the same mine. 

Q. (By Mr. Ripley.) Under those circumstances, then, would it be possible to 
operate a mine at a very close margin of profit on mining?—A. No, sir. 

Q. The profits have got to be broad enough and large enough to cover contin¬ 
gencies?—A. They ought to be. There is another question that is seldom figured 
in the cost of mining—the cost of developing a property. An anthracite coal mine 
takes a very large amount of capital, and the depreciation of the plant is very sel¬ 
dom taken into account; the depreciation of your property, if yon are a land 
owner, is very seldom taken into account. In other words, where a man at pres¬ 
ent is receiving a royalty on coal land and he spends that royalty he will be minus 
his property in time, and it is the same way in mining. 

Is the practice of setting aside a certain amount for depreciation, or for 
exhaustion of property, followed by any of the companies of which you have 
knowledge?—A. It was by the Susquehanna Coal Company; as to the others, I 
can’t say. 

Q. In other words, a company which does not set aside something out of the earn¬ 
ings each year will, at the exhaustion of the mine, find it is without capital?—A. 
Yes, air. 
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Q. The wisest business policy then, following your argument, would be to set 
aside a stated amount for that purpose?—A. Yes. 

Q. Does the competition of coke in New England territory, for example, 
threaten an embarrassmmt?—A. I have not heard anything about it. 

Q. You are aware of the experiments made in the line of producing coke from 
Cape Breton coal?—A. Oh, yes. 

Q. Is that regarded seriously as likely to affect the consumption of anthracite 
coal in that part of the United States?—A. I can only speak for ourselves. We 
have not so considered it. 

O. Do you ship any large amount into New England?—A. Yes; we ship consid¬ 
erable there; I can't say the amount, but we ship considerable. 

Q. Do you sell it at the wharf in New England, or do you deliver it at interior 
points?—A. We sell it usually f. o. b. Perth Amboy; sometimes we sell it delivered 
to points reached by water transportation. 

(J. If it is sold delivered in New England that arrangement includes all freight 
charges?—A. I do not think we ever sell the New England purchaser at delivered 
price. The purchaser h s to take care of the freight rates. I do not think we ever 
go further than the water rates. Understand, I am not very familiar with the 
details of the sales department. 

Q. You have no knowledge of freight rates which are charged to interior Boston 
points upon coal that goes by rail from Boston?—A. No, sir. 

Q. Id theconsmnption oi hard coal or soltcoal increasing most rapidly; which?— 
A. I think the consumption of soft coal is increasing more rapidly. 

y. Soft coal, then, threatens to be the most serious rival in the future?—A. I 
think so. 

Q. Is thore any definite relation between the price of soft coal and hard coal? 
Do they move together in sympathy at all?—A. I think not. 

Q. Is there to-day a certain relation between the prices of soft coal and hard 
coal which will compensate for the superior quality of hard coal as fuel for domes¬ 
tic purposes?—A. We have never considered the price of soft coal in fixing our 
prices at all. 

Q. Do you know the difference of the heating power of a ton of soft coal and a 
ton of hard coal, if any?—A. It is usually considered that a ton of good George’s 
Creek bituminous coal will make more steam than a ton of anthracite. 

Q. Under a boiler or locomotive?—A. Under good conditions. 

<3. (By Mr. Litchman.) Is that due to quicker burning?—A. Because the hydro¬ 
carbons in bituminous coal have a much higher heating power than carbon. “ 

C^. (By Mr. C. J. II \ rris. ) There is some relation between the pnceof hard and soft 
coal, is there not? You said just now, as I understand, that there was not.—A. No; 
I said we did not take the price of bituminous coal into account in fixing the price 
of anthracite, speaking lor ourselves. 

What 1 wanted to get at was this: You could not place an unlimited price 
per ton on your hard coal; you could not raise the price indefinitely higher than 
a certain limit without taking the risk of having soft coal used in its place, could 
you?—A. That is right; wo could not. 

C^. And do you not find, or do you, that when the price of anthracite coal 
becomes perhaps temporarily very high that there is a tendency to use bitumin¬ 
ous?—A. To use bituminous coal, yes. What I meant to be understood as saying 
was that we did not figure any fixed price as between anthracite and bituminous. 
We know perfectly well if we advance prices on small sizes which come in com¬ 
petition with bituminous coal beyond certain prices, the bituminous coal will take 
the market. 

Q. That would bo true, of course, of steam coal more than of coal for domestic 
use?—A. Yes. 

Q. Would not that same competition come in eventually in regard to domestic 
use?—A. Unquestionably; that is why I say that the price of anthracite coal can 
never be put to an excessively high point. 

Q. (By Mr. Phillips.) Do you know the difference between the heating power 
of a ton of coke and a ton of anthracite?—A. It is a question I have not had occa¬ 
sion to look up for a good many years. 

Q. (By Mr. C. J. Harris.) What effect has the recent large combination of 
coal railroads, so called, had on independent producers?—A. In what way? 

Q. Well, what I meant to say, Would it eventually drive them out of the busi¬ 
ness entirely? Would it do away with the independent producer?—A. No; I do 
not think so. 

Q. Would he be able to come in and compete, if they wished to freeze him out 
entirely?—A. 1 think so, for this reason: Any attempt to freeze out an individual 
operator would mean a reduction in the price of coal—the price of a very large 
volume of coal—which would hurt the Urge interest much more than it would 
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the small interest, and there would not be any object in doing that. The com¬ 
bination of capital, whether large or small, I do not think would be apt to throw 
away a large amount of money to squeeze out the small individual. 

Q. (By Mr. Ripley.) Are there not other ways open to freeze out a small indi¬ 
vidual, viz, by discrimination against that individual in freight rates or in delay 
in getting cars or in lack of other facilities of that kind?—A. Well, with the 65 per 
cent contract I do not think that either device would have any effect. 

Q. I understand that contract has not been signed. Did you not make that 
statement?—A. The last I heard it had not been signed. I have no definite 
knowledge. 

Q. Has there not been complaint at times within your knowledge of a lack of 
cars and facilities in certain instances?—A. Yes. 

Q. (By Mr. C. J. Harris.) Have you heard of any lack of cars or any other 
matter of that kind that has worked any special injustice of late years?—A. For 
the last three and a half years I have not come in contact with that phase of the 
problem, but while I was in the Pennsylvania Railroad Company I heard plenty 
of such complaints; and my experience with the Pennsylvania Railroad Company 
was that it took a great deal better care of the individual operators than it did of 
its own coal companies, and I used to protest very vigorously because they would 
send cars to individual operators, including Coxe Bros. & Co., when we could not 
get cars to run our own collieries. 

Q. (By Mr. Ripley.) Was that the policy, however, pursued by many of the 
other large roads, the Reading, for instance, Lehigh Valley, etc.?—A. The Read¬ 
ing—I know nothing about their policy. 1 think, as far as I know, the Lehigh 
Valley tried to distribute cars as fairly as it was possible to do. There are times, of 
course, when no railroad companies have cars enough to go round to supply the 
demand. I think the policy of all the roads, as far as my knowledge extended, 
was to treat the individual operator as fairly as they treated their own collieries. 

Q. There was, however, complaint sufficient in the case of Coxe Brothers to lead 
to an institution of proceedings?—A. That is going back further than I am familiar 
with. I am speaking of the last few years. 

Q. The specific complaint of Coxe Brothers Company at that time was that a 
discrimination against hard coal was made, the rates being so much higher than 
upon soft coal?—A. Yes; but not any discrimination against furnishing cars is the 
point I was making. 

Q. (By Mr. C. J. Harris.) What do you say of the price of coal now as com¬ 
pared with the price of coal at this time of last year and the year preceding? Is 
it much higher now?—A. It is about the same. 

Q. Is it about the same?—A. Yes. 

Q. (By Mr. Phillips.) About what percentage of the anthracite coal fields is 
controlled now by this recent combination of interest?—A. That would be merely 
a guess on my part. I should say, roughly, possibly 80 per cent. 

Q. (By Mr. Ripley.) It would be possible to compute that, would it not, from 
the table of shipments which is officially printed, if you knew which roads were 
controlled in that respect?—A. Yes; I could- 

Q. (By Mr. Phillips.) Is 80 per cent of any commodity like anthracite coal 
sufficient to give a monopoly of that commodity, in your judgment?—A. You 
mean in fixing the price? 

Q. Yes.—A. No; I do not think so. I think I could take 20 per cent of anthra¬ 
cite coal and break the market any time. 

Q. (Mr. Litchman.) Suppose you could not get transportation to market.—A. 
Then of course I could not ao it. 

Q. (By Mr. Phillips.) This combination is between the coal people, the own¬ 
ers, and the railroads, is it not? This recent combination embraces HO per cent of 
coal and all the railroads, does it not, leading into the field?—A. It would embrace 
whatever coal the railroad companies controlled. 

Q. But they are all working in the same interest; all the railroads are combined 
leading into the anthracite fields at the present time, are they not?—A. All except 
the Pennsylvania Railroad, the Ontario and Western, and the Delaware and 
Hudson. 

Q. (By Mr. Ripley. ) What do you mean by ‘'combination,” Mr. Stearns?—A. I 
did not use the word. 

Q. I understood you to use the word.—A. No; I quoted the word. “Com¬ 
munity of interest,” I think it is called now. 

Q. (By Mr. Phillips.) The roads are at least working in harmony, and as a 
rule the directors of one own stock in each others’ roads, do they not?—A. That is 
a question I know nothing personally about, except as you do—through the news¬ 


papers. 

Q. Would it not be possible, even if they had equal transportation facilities, for 
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a large and wealthy concern to follow a person having 10 or 20 per cent of a com¬ 
modity, to follow it into a given market and sell there at a lower price, and then fol¬ 
low it to another market, thus pursuing what we might call a ‘’clubbing policy?” 
Is not that frequently done where persons have large control of a commodity, 
thus driving others out of the market?—A. I have never known it to be done in 
the anthracite coal business, and that is the only business I have ever been con¬ 
nected with, except engineering. 

Q. (By Mr. Farquhar,) Do you think that you could force 20 per cent more 
anthracite on the people than you supply now?—A. No. 

O. Could you shove 10 per cent more upon them?-A. No. 

Q. Suppose you made an exorbitant rate; suppose you owned 95 per cent of the 
output and made an exorbitant rate; would not bituminous coal come in and com¬ 
pete and knock the rate down?—A. It would knock the price of coal down. 

Q. (By Mr. Litohman. ) What is the total product of anthracite coal?—A. About 
forty-five million and some thousand tons in 1900. The year before it was forty- 
seven million and some thousand tons. 

Q. An increase, then, of 50 cents a ton would be a very handsome return, would 
it not, to controllers of that output?—A. It certainly would, if they could get it. 

Q. (By Mr. Ripley. ) It is about 50 cents a ton higher at tide water than it was 
before the strike.—A. Fifty cents on prepared sizes. I think on the average total 
output it would be about 30 cents. 

Q. Thirty cents at tidewater on tho total output?—A. Yes. 

(3. Are there not certain peculiar circumstances in the coal industry which 
make it to the interest of the operator to increase his output? I refer to the fact 
of a dull season, when facilities must be all maintained for a full production in the 
fall. Will you explain whether that is so or not?—A. To a certain extent it is, for 
the reason, at this time of the year, for instance, when the demand is small, it 
requires so much space to stock anthracite coal and so much money that it is 
impracticable to regulate your year’s supply by the output in the months when 
the trade is in a depressed condition, and m order to supply the demand in the 
fall and winter months, which is brisk, you have got necessarily to have your 
mines developed to a capacity much in excess of what would be needed if you 
could run uniformly through the year. 

Cj>. (By Mr. Ripley.) There is, then, this powerful incentive which would tend 
to increase the capacity of each company?—A. Yes. 

Q. What holds the company down to the constant proportion which has been 
maintained for a number of years, as I understood you to say, in the past?— 
A. Every company has certain collieries becoming gradually exhausted, and that 
circumstance, of course, takes off a part of the increased output made by new 
openings and additional capacity. 

Q. I suppose, too, the available supply for future years varies very greatly as 
between the different railroad companies, does it not?—A. Oh, yes. 

Q. Will you specify any of them which are supposed to have a vast reserve for 
the future?—A. The Reading is generally considered to have the largest amount. 

Q. And which company after that, so far as your general knowledge of the 
trade goes?—A. I should say the Lehigh Valley. The Delaware, Lackawanna 
and Western have a large reserve also. 

Q. How about the Jersey Central?—A. I am not so familiar with their lands in 
the Lehigh region. I do not know what proportion of those are undeveloped, but 
I think their Wyoming lands are pretty well developed. I do not think they have 
much virgin coal left. 

O. (By Mr. Kennedy.) Have you made any estimate as to how long your mines 
will hold out?—A. No, sir; I have never made any. 

Q. (By Mr. Ripley.) A consolidation now of tho Reading, the Erie, the Lehigh 
Valley, and the others which you have named ns having the greatest reserves 
would give such a combination a most important strategic position 50 years from 
now, if the remainder of the coal fields were exhausted, would it not?—A. Certainly 
it would. Understand, when I am speaking of the amount of unmined coal these 
companies have, it is not from actual knowledge, but general opinion. 

Q. You are acquainted with all the official and geological reports, such as those 
made by Griffiths and others?—A. Yes. 

Q. The general impression is as you state among scientific men?—A. I think 
so. 

Q. Do you understand that the companies which have a vast supply in reserve 
for the future are paying interest charges upon that capital so invested out of 
earnings made at the present time?—A. I do not know; I can not answer that 
question 

Q. You are aware of the circumstances under which the fields of the Reading 
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Railroad were acquired, are yon not?—A. No. That transaction occurred a good 
many years ago, and I was not interested in coal mining then, except as an 
engineer. 

Q. (By Mr. Phillips.) Would it be possible now for a new company to go into 
the anthracite field, if it could procure or had procured an eligible body of coal, 
and open that mine up and have the same facilities for transportation and oppor¬ 
tunities at the market as those who are now engaged in it?—A. I think so, 
undoubtedly. 

Q. It could have the same facilities that you have in mining your coal?—A. It 
could come in on the same basis as anybody else; I do not think there would be 
any discrimination whatever. ... 

Q. Then it is your understanding that this recent combination is not to dis¬ 
criminate against others or independents or new operations in the field?—A. I 
think not. 

Q. (By Mr. C. J. Harris.) Would it be possible to find any territory that an 
independent operator could get hold of now?—A. There is some. I understand 
there are some lands in Schuylkill County that are not owned by any of the 
companies, that are on the market. They come up every once in a while. 

Q. The anthracite fields, however, have been pretty well exhausted?—A. Oh, 
yes; the desirable coal land is all owned by parties who are operating. 

Q. It would be very improbable that any new anthracite coal fields would be 
discovered in Pennsylvania?—A. Yes. 

Q. (By Mr. Ripley.) 1 quote the following statement from tho New York 
Journal of Commerce of February, 15)01: 

“The Delaware and Hudson, so the independent operators were informed, could 
have its coal carried to tide water by the Erie Company for 00 cents per ton. The 
independent operators, then paying nearer one dollar sixty a ton for the service, 
not unnaturally failed to get the D. & H. as an ally to this plan.” 

According to that statement it would appear that the independents, perhaps, 
were paving $1.60 a ton when the Delaware and Hudson Railroad were getting the 
service for 00 cents a ton. Have you seen in recent years or had knowledge of the 
existence of any such conditions or discriminations?—A. No. 

Q. Would that be possible so far as you have any knowledge?—A. I would know 
nothing about any arrangement the Erie and the Delaware and Hudson would 
have. . , . . 

Q. So serious a discrimination must, however, if it existed on any large scale, be 
a matter of common knowledge in the trade. You have no knowledge?—A. I 
have no knowledge whatever. 

Q. You have never heard of any such?—A. No. 

Q. Will you make a statement respecting the attempts within the last year to 
build independent lines to tide water, so that the independent operators might 
secure an outlet?—A. Within the last year? I think there was an independent line 
started three years ago. . , . , , . ., 

Q. There have been other attempts and projects within the last year, have there 
not?—A. Yes. The first attempt was a line going from Scranton to tide water. 
The next was the line which followed the old Delaware anti Hudson canal and 
terminated at Kingston, on the Hudson River, in connection with the Pennsylvania 


Q. Were the franchises for these lines actually secured?—A. I do not know 
whether they were finally secured. They were in litigation on the charter for a 
long time as to certain rights of way, and whether they ever completed the litigation 
I do not know. . 

Q. What was the understood object of those attempts to construct more inde¬ 
pendent railways to tide water?—A. To get a lower rate of freight. 

Q. In other words, the individual operators were sufficiently dissatisfied with 
the rates charged upon coal to be willing to agree to ship over a new line if it were 
built?—A. That is my understanding. 

Q. Have any of these lines been built iu part or entirely?—A. Not at all. 

Q. And what prevented the consummation of the plans?—A. Bought out. 

Q. Bought out by whom?—A. By the different community of interests, the 
different roads that are now considered as- 

Q. (Interrupting.) Have you ever heard of the Temple Iron Company? Andifso, 
will you make a statement respecting what you know of it, what it is, and for 
what purpose it was created?-A. The Temple Iron Company’s collieries were 
formerly owned in part by Simpson & Watkins, who were individual operators. 

Q. (By Mr. Phillips.) You spoke of these roads having been bought out by 
the community of interest. Would not the existing roads necessarily have to 
charge more for freight if they paid large sums to prevent this advantage in order 
to recoup and get that money back?—A. No; not necessarily. 
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Q. Would it not take money from the stockholders that belongs to them? It 
has to come from some source. —A. The assumption is that they are making some 
profit on the operation of these collieries and the transporting of the coal. You 
see they purchased these collieries, and now they own the coal instead of buying it. 

Q. Oh, ^understood you to state that they bought out the men who were going 
to build this railroad.—A. No, no; they bought out the collieries. 

Q. (By Mr. Ripley.) Was the Pennsylvania Coal Company one of tnose pur¬ 
chased at that time in order to prevent the construction of those lines?—A. The 
Pennsylvania Coal Company was purchased recently, and the assumption among 
the public is that it was purchased to prevent the building of the new line to 
Kingston. 

Q. Was any other action taken, for instance, by the New York, Ontario and 
Western road to that same end?—A. Not to my knowledge; I do not know. 

Q. Were not a large number of individual operators bought out by that com¬ 
pany?—A. By the Pennsylvania Company? 

Q. By the New York. Ontario and Western.—A. Yes; they bought several col¬ 
lieries. but they were entirely separate. 

Q. They bought them out to eliminate the individual operator who was seeking 
an outlet?—A. As 1 understand it, the collieries purchased by the Ontario and 
Western were collieries which would have been shippers over the new road had it 
been built. 

Q. In other words, tho parties already interested in this territory were exceed¬ 
ingly desirous that no new independent lines to tide water should be con- 
strueted?—A. Yes; naturally so. 

Q. And in order to prevent that effect the individual operators in that territory 
were bought out, and among those the Pennsylvania Coal Company?—A. Yes. 

Q. Have you seen in the newspapers a statement concerning tho price paid for 
the property of the Pennsylvania Coal Company?—A. Yes. 

Q. Does it seem to you a fair price or an excessive one under the circumstances?— 
A. It is considered by the coal men who are familiar with that property that it 
was a very fair price, a reasonable price. 

Q. (By Mr. Phillips.) What was the sum paid?—A. It was about 32,000,000, or 
somewhere near that. 

(^. (By Mr. Ripley.) There was, however, a quotation for the stock at a rate 
which would bring the total very much higher than that for a long time, was there 
not?—A. 1 have not seen any of that stock quoted on the market for a good many 
years. I did not know there was any of it for sale, 

Q. What would be the effect upon the genoral harmony of interests throughout 
the coal region by the elimination of theso individual operators, including the 
Pennsylvania Coal Company? Would it tend to strengthen the community of 
interest throughout the remainder of the field?—A. 1 should say that it would. 

Q. In other words, has not the indepeiident operation in that northern section 
of the Wyoming field been a source of considerable trouble to the other roads in 
maintaining a fixed price for the product?—A. That is the general impression. 

Q. So that that obstacle being removed it would be easier for the. remaining 
roads to come together and operate harmoniously?—A. Yes. 

Q. (By Mr. Litchman.) I have here a clipping from the New York Journal of 
Commerce which alleges certain facts. One is that the Morgan roads, so-called, 
absolutely control 63.17 per cent of the output of anthracite coal; that tho non- 
Morgan roads control 36.83 per cent, and that the reason for the community of 
interest agreement is that these Morgan and non-Morgan interests have all been 
brought substantially under one control, and that they represent 96 per cent of 
their entire output of anthracite coal. That boing the case, what is the oppor¬ 
tunity for an independent operator to operate against 96 per cent of the produc¬ 
tion of coal?—A. That being the case we are the ones that are up against that 
proposition. 

Q. Is not your company the Delaware, Susquehanna and Schuylkill Company?— 
A. Yes; that is our road. 

O. That is a Morgan road.—A. Not a bit of it, not a bit of it. 

Q. Well, that would only eliminate 31 percent more. That would make it 93 
per cent.—A. Then there are the Ontario and Western, the Delaware and Hudson, 
and the Pennsylvania Railroads. 

Q. The Ontario and Western is non-Morgan, but has recently been brought into 
the community of interest by virtue of the purchase of a controlling interest.— 
A. That is a newspaper report. I do not know anything about it. 

Q. You own your transportation?—A. For only part of our coal. 

Q. If the time comes wnen you find there is a shortage of cars for shipment to 
tide water then you will be apt to feel this competition, will you not?—A. I do not 
know. 
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Q. (By Mr. Ripley.) Is not that the reason why you built this road, 40 miles 
long, known as the Delaware. Susquehanna and Schuylkill, that you might 
obtain such transportation irrespective of any action?—A. The only person who 
could have answered that question is Mr. E. B. Coxe. Mr. Coxe stated, in some 
testimony at Harrisburg, that he built the road to connect his collieries, some of 
which were on one road and some on another, so that he could send his tonnage 
wherever he desired. 

O. (By Mr. Litchman.) Has not the operation of that railroad, under the con¬ 
trol of the Coxe Brothers, been the means of obtaining the favorable terms upon 
which they operate their collieries at the present time?—A. They have no more 
favorable terms than any other roads, unless a trackage agreement to tide water 
can be so considered, and I do not know whethei I consider that more favorable 
than the (55 per cent arrangement or not. 

Q. (By Mr. Ripley.) Are you willing to submit that agreement?—A. As it is 
an agreement that affects only two interests, and not the public interest, I prefer 
not to do so. 

Q. (By Mr. Litchman.) This community of interest in the coal region is also 
the community of interest in transportation, is it not, in that region?—A. The 
transporting companies control the coal companies. 

Q. (By Mr. Ripley.) Is it not true that in the past the Reading Railroad has 
been the most uncertain factor in the situation as far as the maintenance of the 
regular output is concerned? Has that road not in general broken the customary 
allotment of shipments by increasing their output beyond that figure?—A. I do 
not know that it has. 

Q. Would that not be true of 5 or C years ago?—A. I can not state without going 
over their shipments. 

Q. You have no recollection to that effect?—A. No. Everybody complains about 
everybody else in the coal business the same as in any other business. They will 
damn the Reading one month and some other company the next, and so on. That 
has been the way. 

Q. The incentive, however, on the part of the Reading to increase the output 
owing to improvements of that company is perfectly clear, is it not?—A. The more 
any company can increase its output and sell its coal the cheaper it can operate its 
mines as a rule. 

Q. But in case of that company there is a large proportion of coal land lying 
idle which is eating itself up with interest charged, is there not?—A. Doubtless 
that is true. 

Q. (By Mr. Litchman.) Do your records of shipment show the prices of coal at 
tide water for, say, covering a period of 10 years?—A. Yes; l have the record. 

O. Could you furnish a statement showing that range of prices? -A. Yes. 

Q. I want to show whether there has been any marked variation, and whether 
that variation has been affected by dull times and good times, and perhaps by these 
combinations that have taken place within that 10 years, and I take it that the 
operations of your company are of sufficient volume to make testimony on that 
point desirable. 

Mr. Stearns thereupon submitted the following tables of prices: 

[Coxo Bros. & Co.,Incorporated.—Average f.o.b. tide prices received during years shown for 

coal mined by Coxe Bros. & Co., the Cross Creek Coal Company, and Coxo B.-os. & Co., 

Incorporated.] 

PREPARED SIZES OF ANTHRACITE COAL. 


Month. 

Perth Amboy. 

All tide points. 

1900. 

18119. 

1898. 

1897. 

1896. 

1895. 

1894. 

1893. 

1892. 

1891. 


$3,744 

$3,369 

$3.56 

$3,653 

$3,164 

$3,382 

$3,941 

$4,327 

$3,591 

$3,804 


3.660 

3.349 

3. .564 

3.624 

3.197 

3.261 

3.819 

4.227 

3.462 

3.722 


3.616 

3.317 

3.619 

3.649 

3.152 

3.203 

3.805 

3.97 

3.504 

3.661 


3.465 

3.416 

3.651 

3.638 

3.311 

3.183 

3.542 

3.676 

3.561 

8.671 


3.577 

3.442 

3.735 

3.655 

3.473 

3.207 

3.679 

3.774 

3.674 

3.728 


3.651 

3.466 

3 737 

3.743 

3.567 

3.196 

3.611 

3.87 

3.803 

3.817 

July. 

3.707 

3.517 

3 554 

3.807 

3.689 

3.196 

3.61 

3.962 

3.945 

3.843 


3.654 

3.477 

3.489 

3 881 

3.892 

3.183 

3.448 

4.054 

4.078 

3.829 

September. 

3.896 

3.504 

3.555 

3.937 

3.974 

3.162 

3.375 

4.073 

4.259 

8.874 


4.103 

3.60 

8.679 

3.859 

3.921 

3.216 

3.378 

4.165 

4.263 

3.937 


4.14 

3.606 

8.523 

3.772 

3.866 

3.34 

3.387 

4.W8 

4.215 

3.96 

December. 

4.243 

3.72 

3.42 

3.589 

3.787 

3.333 

3.329 

4.047 

4.223 

3.854 

Average. 

3.761 

3.49 

3.589 

3.716 

8.516 

3.237 

3.535 

3.967 

8.81 

3.799 
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ANTHRACITE PEA COAL. 


Month. 

j Perth Amboy. 

All tide points. 

1900. 

1899. 

1898. 

1897. 

1896. , 

1895. 

1894. 

1893. 

1892. , 

1891. 

January. 

February . 

$2. aw 

$2,208 

$2.151 

$1 953 

$1,883 

$2 533 

$2.55 : 

$2,472 

$2 177 : 

$2,633 

2.300 

2.236 

2.309 

2.147 

1.91 

2 511 

2.675 ! 

2.614 

2.313 

2.548 

March.. 

2.275 

2.289 

2.369 

2.165 

1.955 

2. 49 

2.829 ; 

2.522 

2 295 

2.487 

April. 

2.248 

2.241 

2 271 

2.232 

2.1.54 

2.363 

2 an 

2.571 

2.32 . 

2.526 

May .. 

2.279 

2.137 

2.314 

2.143 

1 2.27 

2.232 

2.685 , 

2.558 

2.255 

2 67 

June.... 

2.327 

2.234 

2.222 

2.085 

] 96 


2.602 1 

2 375 

2.271 

2.582 

July. 

2.337 

2 255 

2,209 

2.088 

1.951 

2 204 

2.365 

2.507 

2.241 

2. 3 

August. 

2.292 

2 24 

| 2 152 

I 2.056 

! 2.242 

1 .150 

2.45 

2.545 

2.189 

2. ,353 

Septemlier . 

2.331 

2 303 

2.13 

j 2.031 

i 2 099 

1 2.299 | 

2.422 

2.433 

2.195 

2.382 

October . 

2 241 

2.177 

2.118 

' 2 (41 

2 122 

2,355 

2.412 

2.526 

2.223 

2.387 

November. 

2 409 

2.2157 

2 084 

2 059 

2 195 


2 319j 

2.312 

2.289 

2.322 

December. _ 

2.604 

2.092 

2.17 

j 2 042 

1.93 

2.11 | 

2.453 

2.408 

2.848 

2.274 

Average. 

2 324 

I 2 217 

2 198 

! 2.079 j 

2 019 

2.280 j 

2 513 

2 469 

2.274 

2.43 


ANTHRACITE BUCKWHEAT COAL 


- -- 

— - 

— — 

— 






— 

— 

January. 

$1.81 

$1 782 

$1.775 

$1 76 

$1 (537 

$1 878 

$1 978 

$1 (559 

$1 654 

$1.7(58 

February . 

1 90 

1 935 

1 78 

1.718 

1 512 | 

1.827 i 

2 394 

1 712 

1 068 

1.892 

March. 

1 974 

1.752 

1.74 

1 747 

1 521 

1.892 ; 

2 118 

1 789 

1.005 

1.704 

April. 

1.941 

1.724 

1 722 

1.723 

1 6T 

1.83(5 

2 081 

.1 709 

1 (582 

1.858 


1.963 

1.657 | 

1 80 

1.637 

1.(588 

1 774 

2 073 

1 (567 

1 713 

1.912 

June. 

1 862 

1.084 

1.818 

1 666 

1 729 1 

1 7(59 

1 97 ! 

1 721 

1.733 

1.06 

July. 

1.811 . 

1.7&5 

1.761 

1.666 

1.706 | 

1 775 

1 979 

1 74 

1 (542 

1.625 

August. 

1 835 

1 723 j 

1.757 

1.696 

1 732 

1 757 

1 881 

1 777 

1 (575 1 

1 66 

Septeml>er. 

1.865 . 

1.715 I 

1.72 

1 674 

1,7:; 

1 84(5 

1.877 

1 702 

1 (575 | 

1.628 

October . 

1 923 

1 777 ; 

1 737 

1 657 

1 541 | 

1 874 

1 958 

1 92 

1 635 

1.(559 

November. 

1.976 

1.733 , 

1.693 

1.626 

1 534 

1.821 

1.90 

1 965 

1.648 

1.(597 

December. 

2.016 j 

1 832 | 

1 748 

1.07 

1 784 

1 K>7 

1 872 

! 1 928 | 

1.682 

1.651 

Average. ...1 

1.905 , 

1 739 

1.753 ! 

1 (584 

1.599 

1.824 

| 1 988 

; l 7(i9 

1 672 

1.706 


ANTHRACITE RICE COAL 


January. 

$1 491 

$1 4(57 

$1 423 

$1 524 j 

$1 341 

$1 51 

$1 162 1 

$1 151 

SI 380 

$1,562 

February . 

1.494 

1 431 

1 15 

1 537 1 

1 23 

1 469 

1.53 ! 

1.144 

1.5199 

1.841 

March. 

1.564 

1 429 

1 429 

1 533 i 

1 5155 

1.48 

1 55(5 

1.291 

1.5187 

1.405} 

April. 

1.514 

1.403 

1 536 

1 518 

1.304 

1 382 

1 392 i 

1 286 

1.40 

1.481 


1 565 , 

1 438 

1 (55-4 

1 451 

l 465 

1 387 

1 525 

1 202 

1 32(5 

1.494 


1.463 

1.41 

1.411 

1.431 

1 :k>2 

1 5169 

1 526 1 

1.103 

1.399 

1.417 

July. 

1.469 

1 385 

1 452 

1.449 | 

1 315 

1.349 

1 38 ! 

1.28(5 

1.5586 

1 317 


1.451 

1.358 

1 41 

1.43 

1 349 

' 1 353 

1 468 

1 315 

1.393 

1.266 


1 455 

1.382 

1.42 

1 399 

1 422 

1 1 399 

1 479 

1.365 

1 5584 

1 383 


1 577 

1 375 

1 43 

1.408 

1 402 

! 1 31 

, 1 497 

1 345 

1 559 

1.5592 


1.467 

1.39 

1 447 

1 394 

1 113 

1 5173 

1.465 

! 1 5543 

1 5107 

1.395 

December. 

1.44 

1 397 | 

1 404 

1 42 

| 1.431 

l:t, 

1 437 

j 1 5193 

1.1.58 

1.399 

Average.j 

1.49 

1.402 

1 466 

1.445 

| 1..W 

. i ;«ir 

| 1 481 

| 1 365 

1 374 

1 

1.410 


ANTHRACITE BARLEY COAL. 








$1.30 

$1,550 

$1,294 

$1.3559 

31.479 






$1,408 

1 403 

1 339 

1.422 






1.50 



1.5529 


1.317 





$1.65 

1 35 

1.35 

1.555 

1.5117 

1.319 

1.5586 






1.35 

1.578 

1 552 


1.555 

Tm y A 





1.40 

1 515 

1.50 

1 318 

1.339 

1.8552 






1.55 

1 35 

1.476 

1.550 

1.339 

1.857 







1.35 

1.50 

1.5501 

1.3559 







1.555 

1 35 

1.50 

1.282 

1.5539 

1.237 






1.85 

1.85 

1.50 

1 25 

1.352 









1.339 

1 OH 

1. 5539 










.809 

1.3559 




. 











. 


1.55 

1.4055 

1.335 

1.424 

1.277 

1.34 

1.175 
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ANTHRACITE PEA AND DUST /SCREENINGS MADE AT TIDE SHIPPING POINTS). 


Month. 



Perth Amboy. 




All tide points. 


1900. 

1899. 

1898. 

1897. 

1896. 

1895. 

1894. 

1893. 

1893. 

1891. 


$1.50 

$1,497 

1.484 

$1.50 

1.60 

$1.50 

1.50 

$1.50 

1.472 

$1 50 
1.50 

SI. 601 
1.573 

$1,605 

1.50 

$1.50 

1.478 

$1,697 

1.512 

February. 

1.504 



1.499 

1.50 

1.60 

1.504 

1.498 

1.50 

1.50 

1.429 

1.50 

April. 

May. 

i.5ii 

1.498 

1.50 

1.50 

1.399 

1.486 

1.574 

1.548 

1.50 

1.681 

1.540 

1.490 

1.533 

1.50 

1.431 

1.508 

1.596 

1.573 

1.387 

1.G01 

Juno. 

1.515 

1.60 

1.529 

1.507 

1.35 

1.50 

1.663 

1.504 

1.465 

1.096 

July. 

1.50 

1.50 

1.50 

1.50 

1.462 

1.48 

1.388 

1.50 

1.473 

1.505 

August. 

1.50 

1.50 

1.496 

1.50 

1.50 

1.50 

1.508 

1.50 

1.504 

1.504 

September. 

October . 

1.495 

1.496 

1.50 

1 49 

1.490 

1.488 

1.53 

1.50 

1.058 

1.333 

1.49(5 

1.50 

1.50 

1.497 

1 50 

1.537 

1.501 

1.488 

1.537 

1.582 

November. 

1.50 

1.50 

1.50 

1.40 

1 50 

1.529 

1.554 

1.488 

1.564 

1.553 

December. 

1.533 

1.440 

1.500 

1.476 

1 403 

1.105 

1.538 


1.613 

1.585 

Average. 

1.609 

1.604 

1.504 

1.487 

1.455 

1.557 

1.538 

1.535 

1.489 

1.602 


ALL SIZES ANTHRACITE COAL. 


January. 

$2,714 

$2,528 

$2.60 

$2,084 

$2,378 

$2,633 

13.874 

$3.34 

$2,821 

$3,223 

February . 

2.568 

2.636 

2.502 

2.769 

2 21 

2 746 

3.020 

3.395 

2.917 

3.127 

March. 

2.741 

2.587 

2.85 

2.871 

2.348 

2.705 

3.019 

3.067 

2.989 

2.992 

April. 

2.908 

2.393 

2.081 

2.993 

2 477 

2 641 

3 192 

3.132 

3.023 

2.988 

May. 

3.06 

2.349 

2.756 

3 00 

2 826 

2.648 

2.924 

3.015 

3.179 

3.243 

Juno. 

2.724 

2.355 

2.717 

2.815 

2 551 

3 459 

2.852 

2.927 

3.07 

3.109 

July. 

2.74 

2.688 

2.557 

2 661 

2 411 

2.432 

2 859 

2.761 

2.97 

2 795 

August. 

September. 

2.425 

2.496 

2 m 

2.605 

2.621 

2.411 

2 824 

2 011 

2.954 

2 928 

2.65 

2.421 

2.05 

2.52 

2 435 

2 549 

2.777 

2 906 

3.426 

2.900 

October. 

2.402 

2.601 

2.501 

2 573 

2 673 

2 709 

2.737 

3 067 

3.125 

2.951 

November. 

3 151 

2 615 

2 417 

2.667 

2 341 

2 722 

2 671 

2 624 

2.852 

2.929 

December. 

3.271 

2 704 

2.556 

2 507 

2.746 

2.731 

2 591 

2 022 

3.128 

3 051 

Avorage. 

2.815 

2.528 

2.636 

2.725 

2 495 

2.635 

2.817 

2 991 

3.035 

3 026 


Q. (By Mr. Phillips.) What effect, if any, has this recent combination had 
upon the distribution of coal in the great cities, such as Philadelphia and New 
York? Are there the same number or persons engaged in the marketing of this 
coal as there was before, or does this combination evpect to handle the coal itself 
and retail it?—A. I do not think it has made any change as yet, but about plans I 
know nothing whatever. 

Q. Or whether they are going to distribute it from certain depots in the cities?— 
A. I have seen statements to that effect, but I know nothing whatever about it. 

Q. (By Mr. Ripley.) Coming to the question of labor and wages, how many 
men do you employ?—A. About 3,500, or a few over of men and boys. 

Q. Were your men concerned in the strike last fall?—A. Yes. 

Q. Have you any statement to make respecting their attitude or behavior dur¬ 
ing that time?—A. Our men did not strike except at one colliery. The strike 
commenced on September 17. 1 think only 54 of oar men went out the first day 
of the strike, and they continued to work until intimidation was commenced, and 
they were threatened, called scabs and everything else, and every influence known 
to labor organizations and that class of people was used to intimidate them and 
keep them away from work. They continued to work until October 11, when, as 
a result of rioting, they killed one of our watchmen, shot another one in the face, 
wounded several others, and we concluded to stop, and posted the following 
notice: 

, “NOTICE. 

“After nearly 1 month’s struggle with intimidation, raiding, etc., and the lack 
of adequate protection from the proper authorities, and with the feeling that this 
company has reached a point where it is unabie to properly protect its employees, 
notice is hereby given that all mining operations, from this date, will be sus¬ 
pended until further notice, to avoid loss of life. 

“Coxe Brothers & Co., Incorporated. 

“Drifton, Pa., October 11 , 1900 .” 

Q. (By Mr. Ripley.) It was not then a strike of the operatives in that case 
so much as concessions to prevent difficulties?—A. Yes. We had to protect those 
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that did go to work, and we were running about half our capacity when we 
stopped, but during the early part of the strike the men came out nearly full- 
handed. 

Q, What were the wages of the different classes of employees in your mines, 
distinguishing the miners, common laborers, and boys?—A. There are probably 
60 or 70 different classifications. It would be impossible for me to give them. 

Q. Can you make any specification at all?—A. No. 

Q. Will \ ou make a statement respecting the average wages?—A. For the month 
of August, before our men quit, the last month we worked, the average earnings 
in the mines, including those of the boys, were between $43 and $44 net, alter 
making all dedtic ions. 

Q. What proportion of your operatives are boys?—A. I should say in the mines 
one-hdlf are miners, possibly. We don t have the small boys we have outside in 
the breakers, and 1 think no one under 14 is allowed to work in the mines. We 
speak of the driver as a boy and the doorkeeper as a boy. About one half are 
miners,and the other had' are laborers, door boys, drivers, runners, and timber- 
men, and everything ot that kind. 

Q. That average, then, is compounded by the wages paid to a great number of 
boys for these vaiious kinds of work, and also the common day laborers as well as 
the miners?—A. Yes; it is the total pay roll divided bythe total number employed. 

Q. Will you say that rate per month was typical throughout the yoar?—A. No; 
because in August we worked more days than in some other months in the year. 

Q. That showing was better than could have been made in any other month in 
the year?—A. Not necessarily better than any other month. 

Q. As good as any month in the year?—A. Here is a statement of the number 
of days worked in every month of the year; 

I The Cross Creek Company—Coxe Bros. & Co., incorporated after March 31,1900.] 

Hours worked in 1900. 

ALL BREAKERS. 


Month. 

Drifton. 

Eckley. 

Stockton. 

Beaver 

Meadow. 

Der. 

Oneida. 

Total. 


h. 

Wl 

h. 

VI. 

h 

VI 

h. 

in. 

h. 

m. 

h. 

Wl 

h. 

m. 

January . 

m 

30 

220 

00 

14ft 

30 

247 

00 

260 

30 

290 

30 

1,416 

(HI 

February. 

205 

40 

182 

20 

105 

20 

182 

55 

181 

18 

210 

09 

1,067 

42 

March. 

219 

15 

211 

26 ; 

121 

05 

204 

10 

174 

19 

129 

06 

1,059 

21 

April. 

May. . 

lsty 

20 

208 

:«! 

72 

20 

182 

10 

196 

01 

156 

41 

1,015 

08 

215 

30 

248 

64 

131 

05 

Idle 

220 

42 

231 

23 

1,047 

43 

Juno. 

214 

00 

232 

27 

103 

12 

1 88 

aft 

202 

04 

213 

07 

1,052 

55 

July .; 

222 

1ft 

211 

00 

101 

55 

148 

05 | 

223 

43 

‘22T, 

22 

1,162 

26 

August. 

2:w 

00 

201 

11 

122 

59 

i 125 

28 

235 

40 

252 

48 

1,232 

06 

September. 

212 

01 

242 

48 

200 

32 

174 

48 

218 

32 

210 

50 

1,259 

31 

October. 

102 

00 

117 

30 

82 

110 

I 100 

(1(1 

100 

(K) 

89 

00 

590 

30 

Novemlier. 

m 

32 

240 

43 

178 

22 

: loo 

00 

205 

47 

220 

21 

1,242 

45 

Decembor. 

23ft 

21 

240 

26 

109 

00 

| 131 

;«» 

215 

22 

209 

57 

1,234 

39 

Total. 

2,543 

30 

2,653 

27 

1,563 

20 

1,747 

ll 

2,433 

58 

2,439 

14 

13,380 

46 


The W itness. This statement shows the numlier of days worked in each one of 
our collieries, i want to say in this connection that the Beaver Meadow Colliery 
was idle entirely through the month of May and a good part of June, for the reason 
that we were building a new breaker, and we had to disconnect the tracks to do 
that work; consequently they worked much less time during the whole year. 

Q. (By Mr. Phillips.) Speaking of the strike, were or were not the men justi¬ 
fied in making a demand for better conditions last year when that strike was 
instituted? Were or were not their claims just?—A. Some of their claims were 
just. 

Q. Were all of them engaged in mining or were only a certain percentage of them 
miners?—A. Only a certain percentage, They made a good many claims, but pos¬ 
sibly it would be well to explain the system on which wages were fixed in the 
Lehigh region. 

Q. Yes.—A. In 1875 the operators agreed upon what they called the basis wageB. 
That is, the price of each class of labor was fixed at a certain price when coal sold 
at tide water at $5 per ton. For every 10 cents advance or decline in that price 
the wages advanced or declined 1 per cent. The price of powder and the prices of 
other supplies were fixed in order to determine the price to be paid per car. The 
rates of freight at the time and the price of coal at tide water had gone down to 

16a-38 
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so low a point that their wages, if they had adhered stictly to the basis, would have 
been very low, and they never did fall down to the bottom of the basis; but, owing 
to the fact that the rate of ireight was $2.50 a ton, in order to put wages on the 
same basis as they were when this contract was made, the price per ton of coal 
at tide water was taken, the rate of freight paid at the present time deducted, 
which gave the price per ton at the mines, and then $2.50 was added for the freight, 
which was the same rate as paid in 1875, when this contract was made. Upon 
that the wages were based for each month. There had been, I think, an advance 
of 6 per cent through the summer on account of the price of coal going up. Then 
they demanded that the bavsis be abolished; that their wages should not be made 
to go up and down with the prices of coal. They also demanded an advance, and 
I do not know what all. There was a 10 per cent advance granted then, and the 
price of powder, which bad been $2.75, was reduced to $1.50, and they went to 
work. 

Q. Would those concessions have been granted had they not struck?—A. I think 
they would. I know a reduction in the price of powder would have been granted. 

Q. Didn't the operators try to reduce the price of powder and have the wages 
remain as a basis of settlement later?—A. 1 do not think the offer was ever made. 
There was a very strong sentiment in favor of reducing the price of powder. 

Q. Do you think they would have gotten these conditions without the strike, or 
not?—A. They would undoubtedly have gotten a reduction in the price of powder; 
there is no doubt of that. 

Q. But not an advance in wages, perhaps?—A. That might have been a question, 
but I think there would have been an advance. 

Q. Do you think now that the wage is too high, or is it not reasonable?—A. As 
long as we can keep the price of coal to cover that advance; but when we can't we 
are going to lose money. 

Q. (By Mr. Ripley.) Is not the price of coal, however, more in excess of the 
price of coal before the strike than the present wages are in excess of past 
wages?—A. Yes; but you must remember the conditions which existed just after 
the strike were very different from what they arc going to be now for the next 0 
months. When the strike ended we met a market depleted with coal. There was 
no coal in the market, and winter came on: but now the market is full of coal, and 
we can’t realize those prices, and the prices are back now to where they were 
before the strike. 

Q. Has not there always been a reduction of about 50 cents a ton the 1st of 
April?—A. Usually: yes. 

Q. Is there, then, this year any abatement of the rule? In other words, have you 
done anything more this April than to go back to the figure that prevailed for April 
before the strike—than you do each spring to go back to the tall prices?—A. No; 
the price is always lower in the spring months, for the reason that it is desirable 
to induce customers who can afford to do so to lay in their winter supply of coal 
at lower prices, and thus keep the mines at work; or, in other words, keep our 
collieries in operation. It is impossible to work our collieries full time and sell 
coal that the pe >ple don't have any use for. but simply have to store away until 
winter comes ana they can use it, without making concessions in prices 

Q. But, allowing for the season, you are still at as high a level as m previous 
years—as you were immediately following the low prices.—A. No; I think the 
price is about the same as a year ago. 

Q. (By Mr. Phillips.) Can not coal be mined and shipped much more cheaply 
now tnan it was 10 years ago?—A. No. 

Q. Have not the improvements in mining methods, in machinery, and in the 
cars and handling of the coal, the facilities for handling larger cars, and better 
tracks had a tendency to make a great cheapening of the price?—A. That is' a 
cheapening of transportation. I am speaking of mining. The cost of mining has 
not decreased, but on the contrary has increased every year and will continue to 
increase. Our mines become deeper, more expensive to ventilate, and we have 
more water to pump, and the cost of mining will continue to increase. 

Q. The cost of transportation has been decreasing, and will likely still continue 
to decrease?—A. I will not prophesy; but it has been decreasing. 

Q. (By Mr. C. J. Harris.) Some coal mines would be more valuable now than 
they were 10 years ago if you took into consideration that yon had to pay interest 
ana taxes on those lands for 10 years. Is that factor figured in the price of coal 
at all?—A. That was what I was speaking of a short time ago—whether in endeav¬ 
oring to arrive at the cost of mining a ton of coal depended on whether you took 
all those things into account or not. 

Q. (By Mr. Ripley.) They ought to be included, ought they not?—A. Somebody 
hastopay for them. 

Q. Has not the price of coal got to pay the interest and carrying charge upon 
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all the money invested in reserve coal lands?—A. It ought to, as a business propo¬ 
sition, get the money out of it that has been put in. 

Q. Does it not, necessarily, if those companies are to remain solvent?—A. If 
they get their money back they have got to get it that way; certainly. 

Q. Was that not the reason for the financial difficulty which the Reading Rail¬ 
road was involved in some years ago?—A. I would not like to answer that ques¬ 
tion. I do not know. 

Q. (By Mr. Phillips.) Returning again to the proposition regarding the invest¬ 
ment, do you think it is essential to the good of tne community at large that 
persons should buy up a very large amount of coal or iron or anything else and 
charge the community interest against that investment? Would not the com¬ 
munity be better served if they were held in smaller holdings and mined as the 
community needed the commodity? Should the community, in other words, be 
taxed for carrying a very large body of anthracite coal or bituminous coal by any 
large corporation?—A. I do not think that question has ever come into the cost of 
mining or selling coal at all. I do not think any companies ever figured on that. 
They are too glad to get out what their actual cost in labor and material is, with a 
small profit over it, and their royalty. 

q. (By Mr. Litciiman.) Can you tell us something about the nationality of the 
operatives in the coal regions?—A. Of the miners or the employees? 

Q. Yes —A. Yes; we have 20 different nationalities working for us. We have 
1 Jew and 1 Spaniard and 1 Frenchman. The majority of our employees who are 
employed on the railroad are Americans. 

q, Are not the employees of foreign extraction about three-quarters of the entire 
number?—A. A good manv of those that are rated Americans, you know, are 
American born from foreign parents. 

q. Then that would make the percentage still larger?—A. Well, they are rated 
American; they are American born. 

Q. You have given a total of 3,250, and of those you classify as American 999?— 
A. Yes. 

q. That would be a little more than two-thirds actually of foreign birth, and a 
portion of that 91)9 are of foreign extraction, but of American birth, you say?—A. 
Yes. 

Q. (By Mr. A. L. Harris.) It was statod by the press a few months ago, on 
what was said to be good authority, that some 9 railroads control about all the 
anthracite coal in the State of Pennsylvania. Is that true?- A. Yes. 

Q. It was stated in the same connection by the same party that it cost three 
timed as much to transport the anthracite coal per mile as it costs to transport the 
bituminous coal. Is that true?—A. I should think that estimate was excessive; that 
would be my opinion. You have doubtless had a good many gentlemen before 
you who are much more capable of testifying on that point than I am. 

Q. There is an excess, then, in the transportation of anthracite over bituminous, 
is there?—A. Yes. 

Q. On what ground is that justified?—A. I should say, first, that bituminous 
coal does not have to be classified in all the various sb.es, of which I think there 
are 8 in anthracite We have got to classify that coal into sizes in cars, and we 
can not send a car of stove and a car of pea, and mix the cars all up. It is clas¬ 
sified into sizes, so that when it reaches tide water or destination it can be 
unloaded directly into the boats without rehandling cars containing other sizes. 
Bituminous coal does not have to be classified. And then again, the anthracite 
coal cars almost invariably return empty. They have a load only one way; 
whereas bituminous ears—a great many of them—return loaded; they are used 
for iron ore and for various other purposes. In our cars, for instance, we never 
have a load back except some scrap, or something of that kind from a wreck; 
nothing that amounts to anything. They are loaded one way and empty the 
other. 

Q. In your opinion, does the coal transportation get a fair and liberal rate?—A. 
Yes; I think so. 

Q. (By Mr. Litchman.) I want to find out whether the proportion of foreign 
operatives in the region generally would be the same as that stated by you as 
applying to vour own employees, so far as your judgment goes?—A. That, of 
course, would be impossible to say; but I would not think the ratio would vary 
very much* 

Q. How long have you been familiar with the nationality of the employees in 
the region?—/. I have been connected with mining now for 10 years, and I have 
been engaged as a mining engineer since 1809. 
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Q. Have you noticed a change in the personnel of the miners in that region?— 
A* Very decidedly. 

Q. Can you give na a little information on that point in a general way, showing 
the change from one nationality to another: 1 —A. In old times, 20 years ago or 
thereabout*, all of our miners were Welsh, Irish, Germane, very few Americans, 
few English, There were a good many Cornish men, but they were mostly 
employed in rookwork; and we had no Hungjuiana, Polauders, Austrians, and 
meu of those nationalities Now the youuger generations hare come along of the 
Welsh and the Irish, and they have not gone into the mines. The parents have 
been ambitious to give them a little better education than they had, as every 
parent is, regardless of nationality. to put them in a little better condition: to give 
them a little better chance, and the result is that very few of the young Irish and 
the young Welsh and the young Germans are found in the mines, ana these for¬ 
eign classes have come in and taken their place to a very great extent; and it is 
not a very desirable change. 

ty. Is it not true that this foreign element has l>een brought in by reason of 
strikes among the original miners and the eons of the original miners?—A. No; I 
do not think there have ever bet n any men imported into the anthracite coal held. 

Q. We bavo it in testimony that the first flnn to im}>ort foreign lalior was that of 
Core Brothers.—A. I have heard that statement. I have looked it up, and I find 
there is not one word of truth in it, absolutely none. There is a little peculiarity 
about it A Hungarian comes to Drifton, and he goes to work, ami ho does very 
well, very much better than he ever dreamed of doing in the old country, and he 
immediately writes to his friend*, and they come straight to Drifton, 'There was 
another colliery up on the Pennsylvania road above Shamokin, Hickory Ridge, 
and they came there in droves. They did not know any other place in America 
but Hickory Ridge. That ia the way they come, in schools anti droves. I mean 
that ia the way they started, because now they have friends scattered everywhere 
all over both bituminous and anthracite regions, 

Q. It is substantially true that the older miners have been very largely sup¬ 
planted by the Hungarian and Polish miners?—A. Very largely so; very largely 
eo. I think we have a larger percentage of the old miners than any other col¬ 
lieries in that region, for the reason that wo have given them belter condition a. 
We have better houses. For years we hud a hospital where they were attended 
carefuJly, free of charge, until the State built a hospital at Hazelton, when ours 
was abandoned. They have had exceptionally good treatment in many respects, 
Q. (By Mr. Kennedy.) 1 would like toaek whether theeePoles and Hungarians 
show a disposition to become American citizens and to remain in thiB country?— 
A. Not very largely. Both political parties look after getting them naturalised, 
when it coiiicb near election time, a little too close for the pnbliegood; but even If 
they do get naturalized, when a strike occurs they will go back. Last fall they 
went home in droves, saying thev would come buck when the strike was over. 
They get enough money to make them independent over there, 

Q, From the joint of view of making them citizens, they are not us desirable as 
those who come trom the British Isles?—A. I think the Polander* make good citi¬ 
zens, Some of the young Polanders are very bright fellows, and some of ihe other 
nationalities will doubtless make good citizens. 

Q. (By Mr. Rifi.ky.) You mention PolanderB; are they not Polish Jews?—A. 
No; I mean regular Polauders. 

Q. (By Mr. Phillip*.) Is there some additional statement that you would like 
to make?—A. About the only statement I wish to odd in reference to the anthra¬ 
cite coal trade is, that the production is a good deal in excess of the market. That 
is a condition that has exiBted for aguod many years past. We have a capacity of 
say «0,U00 5 000 tons, and a market for '15,000,000 tons now. That has been one of 
the difficulties in maintaining uniform market conditions, 

(Testimony closed.) 
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TESTIMONY OF ME. JOSEPH S. HARRIS, 

Farmer president Heading Company. 

The commission met at 2.50 p, m., Vice-Chairman Phillips presiding, At that 
time Mr. Joseph 8. Harris, former president Reading Company, appeared as a 
witness, and, being duly sworn, testified as follows: 

Q. (By Mr. RlPLEV.) Will you state yonr full name, address, and occupation?— 
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A. Joseph S. Harris, Reading Terminal, Philadelphia. As to my occupation, I am 
at present not in business. 

Q. How long were you president of the Reading Company?—A. Nearly 8 years. 

Q. And what was tho nature of your occupation and your profession before 
that time?—A. I am an engineer. 

Q. And your official position recently?—A. I was president of the Lehigh Coal 
and Navigation Company for 11 years. I was also receiver of the Central Rail¬ 
road of New Jersey during that time and afterwards vice-president of the Central 
Railroad of New Jersey. 

Q. Will you state the relation at present existing between the Reading Com¬ 
pany and the various operating companies through which it acts.—A. The Phila¬ 
delphia and Reading Coal and Iron Company owns a large body of anthracite 
lands; the Philadelphia and Reading Railway Company owns, leases, and controls 
a large mileage of railroad; tho Reading Company owns the stock of these roads— 
the stock of the railroad company, and the stock of the Coal and Iron company. 

Q. The Reading Company, then, is a finance corporation primarily?—A. I do 
not know that you could accurately call it that. 

Q. (Interrupting.) I will ask the question in another way. Is the volume of 
bonds and stocks issued by the Reading Company equal in amount to the aggre¬ 
gate bonds and stocks of the other two companies you have mentioned?—A. No. 
The chief obligation of the Reading Company is the general mortgage. That is 
secured by the properties it holds in these other companies. These other com¬ 
panies have a large volume of obligations of their own. 

O. Independent of the Reading Company?—A. Yes. You see the Philadelphia 
and Reading Railway Company is the successor of the Philadelphia and Reading 
Railroad Company, which had a largo volume of securities of various grades. 
The Coal and Iron company was also a corporation that existed long before the 
reorganization of 1890 and had its own obligations. Tho Reading Company in its 
present form has only existed since 1890, and the general mortgage, which is the 
chief security issued by the Reading Company, took up the old general mortgage, 
which was based on the property of tho Railroad Company, and of the Coal and 
Iron company. That is its chief obligation, and there was, as I say, a large vol¬ 
ume of obligations of tho subsidiary companies. The Atlantic City Railroad, the 
Central Railroad ot New Jersey, and many others of them, the East Pennsyl¬ 
vania Railroad, for instance, have their own obligations. 

Q. Is the aggregate volume of stock and bonds of tho Reading Company equal 
to the aggregate amount of the stock and bonds of the companies of which it is 
composed?—A. No. 

Q. Is it larger or smaller?—A. I suppose the stock and bonds are each larger. 

Q. Can you givo a rough indication of tho amount?—A. No; because I have 
really no idea what tho volume of tho bonds of tho subsidiary companies is. 

Q. Can you state tho relation between the bonds and stocks of the Reading Com¬ 
pany constituted in 1896 and of the bonds and stocks of the railroad company 
which it superseded, in round numbers?—A. No; I could not tell you at all. 

Q. That will appear from the annual reports?—A. Yes; it will appear from the 
annual reports. I could not even make an approximate answer. 

Q. (By Mr. Farquhar. ) How much greater was the second general mortgage 
of the Reading Company than the first general mortgage that was taken out?—A. 
I do not really know: I do not remember. I do not remember how great the gen¬ 
eral mortgage before was. There are many (mentions which the commission may 
ask me as to figures which I shall not be able to auswer, because 1 am careful 
about what I say about such matters, and do not attempt to hold them in my 
memory, always having them to refer to when in my office. 

Q. (By Mr. Ripley.) Are the stocks and the bonds of the Philadelphia and 
Reading Railroad Company still in existence?—A. No. 

Q. What is the approximate value of the stock and the bonds of the Reading 
Company?—A. The Reading Company has $28,000,000 of first preferred stock, 
$42,000,000 of second preferred stock, and $70,000,000 of common stock. 

Q. Are there not in addition a certain amount of goneral mortgage bonds?—A. 
Yes. 

Q. Do you recall the figures?—A. That figure is changing; there is at present 
somewhere about $63,000,000. Under the plan of reorganization, additional gen¬ 
eral mortgage bonds can be issued until $20,000,000 are issued, to come out at the 
maximum amount of $1,500,000 a year. My impression is that when the maxi¬ 
mum amount is issued there will be $135,000,000, but this includes a number of 
bonds os prior liens which have not matured. 

Q. Adding up the totals which you have stated, I find the figure to be approxi¬ 
mately $250,000,000 of stock and bonds?—A. Yes. 
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Q. How would that compare with the volume of stock and bonds of the com¬ 
panies superseded by the Reading Company?—A. 1 do not really know what the 
stock and bonds of those companies amounted to. 

Q. It was considerably in excess of that figure, was it not?—A. I should sup¬ 
pose so, yes; I do not remember what it was, 

Q. In excess by an amount perhaps as large as $.'50,000,000 of stocks and bonds?— 
A. I do not know whether it is or not. The matter is all accessible in the com¬ 
pany's reports. The bonds I should say were about $30,000,000 in excess, but as to 
the stock I do not know. I came into the Reading originally as one of the receiv¬ 
ers. and it was placed in the receiver's hands before I became president, so that 
many of those details of the old company did not impress themselves on my mind 
particularly, as I did not make the plan of the reorganization. 

Q. Will you state the causes which led to the reorganization of 1896?—A. It was 
the setting ot the Reading companies on their feet again after bankruptcy. 

Q. What was the cause of bankruptcy?—A. They did not have money enough 
to pay their debts. 

(J. Can you describe a little more in detail?—A. It seems to me that is actually 
what the trouble was. They did not have money enough to pay their interest. 
They went into bankruptcy. They were placed in the receiver's hands on a suit 
of one of their creditors. 

Q. Do I understand you to say that after the reorganization which followed the 
volume of the indebtedness, stock, and bonds was increased?—A. Yes. 

Q. That would seem to require an explanation?—A. The explanation is a very 
simple one. You can not put a company into bankruptcy because it does not pay 
dividends on the stock, but you may if it does not pay interest on its bonds. 

Q. The change, then, which principally took place in 1896, was a change in the 
volume of the company's charges?—A. Yes. 

Q. And will you state the object of that, or what the relation of the decrease of 
the volume of the company's charges was, and the increase in the amount of 
stock. The point I would like to bring out before the commission is this—what 
the effect of the reorganization of 1896 was upon the volume of securities, and 
what the capitalization upon it was, the earnings that are now made and were 
made?—A. I can not answer that question except vaguely. You see you are ask¬ 
ing me to testify m regard to a great many questions upon which my testimony 
would not be worth anything at all unless it was accurate. I can only say that the 
effect in connection with that reorganization was to lessen the fixed charges, and 
it did start after the reorganization at less fixed charges than it had before, but 
as to how much less I would be simply guessing. The figures are not m my 
memory at all. I think I should fairly say, perhaps, that my labors have been 
mainly in relation to the business of the company, and the finances were taken 
care of by the bankers'who undertook the reorganization. If I had planned the 
reorganization I probably should have the figures more definitely in my mind. 

O. Complaint is made that the rates for transportation of hard coal are unduly 
high as compared with rates upon soft coal and other commodities. Will you 
state what relation, if any, exists in practice between capitalization and the 
rates charged? In other words, does the increase in the volume of securities, 
which, as you have said, took place in 1896, necessarily involve upon the public 
higher rates for the transpoitation of the product?—A. Directly there is no con¬ 
nection. The rates are made on the commodities by the freight agents, and the 
main thing that actuates them in making rates is the rates of their competitors. 

Q. Are there any competitors in the case of the anthracite coal carrying roads 
at the present time, or do they in general work in harmony?—A They are work¬ 
ing in substantial harmony, but not in exact harmony. For instance, in the case 
of the Pennsylvania Railroad, its relation to its competitors in the anthracite coal 
business does not differ, so far as I know, from the relation to its competitors in 
the'merchandise business. 

Q. Is that ti;ue of other railroads, however, such as the New York, Ontario and 
Western?—A. I should say yos. with the New York, Ontario and Western. The 
New York, Ontario and Western is one of the more lately formed roads, and never 
has worked in particular harmony with the other interests. 

Q. Will you make a statement respecting the general proportion! of the total 
output controlled by the different roads? What is the proportion of the Phila¬ 
delphia and Reading Company of the total tonnage; the share of the output that 
it snips?—A. It ships about 20 per cent of the total. 

Q. Do yon include in that the shipments over the Central Railroad of New 
Jersey?—A. No. 

Q. That is about how much more?—A. That, I think, is about 12 per cent. 

Q. Those two roads, however, are now one and the same for all practical pur- 
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noses, are they not?—A. The Beading Company owns the majority of the stock of 
the Central Railroad. 

Q. The policy of that road, then, may be dictated by the Philadelphia and Bead¬ 
ing Company?—A. Yes. 

<j. But would a small proportion of the annual shipment be able to disturb the 
rate situation?—A. Yes. It would disturb it m thisway, doubtless: Averysmall 
proportion might be ignored, but a considerable proportion, if it were sold 
in Boston, for instance, at a much lower rate than the oth6r parties were selling, 
would of course affect the previous rate. 

Q. A statement has been puolicly made in the press and also before this com¬ 
mission that somewhat over 00 per cent of tho anthracite coal tonnage shipped 
is controlled practicady by a combination of interests, either absolute ownership 
or community of interest, and that a small proportion, perhaps from 0 to 7 per 
cent, is not so controlled. Would that 0 or 7 per cent lie able to disturb the price 
of coal or the rates charged? —A. I do not know that the statement is accurate. 
The Pennsylvania Railroad certainly, with about 1:2 per cent, would have to be 
considered an outsider. I should think the Delaware and Hudson would, with 
about as much coal; New York, Ontario and Western with about 4 per cent; the 
Coxe interests, with about 4 per cent, are not in any way closely affiliated with the 
others; Cove's is an entirely independent ownership. 

Q. Are you aware of any desire on the part of the railroad companies to har¬ 
monize their interests in this way?—A. Undoubtedly. 

Q. Will you state what certain advantages and disadvantages would follow from 
such a policy?—A. I think your question is a little too large. Be a little more 
definite. 

Q. Will thero be any economy in operation incident upon such a consolidation 
or harmony of interest? Can coal be mined more cheaply and put upon the market 
more cheaply at a saving to the consumer, if this consolidation takes place or this 
harmony of interest is attained?—A. I suppo-e so, yes. I suppose, for one thing, 
the cost of marketing it might be very much decreased. 

Q. Would that follow unless common agencies for distribution at terminal 
points were constituted?—A. That would be one way ot doing it. The way in 
which an economy would be mado would be by the elimination of a great number 
of middlemen—men who are interested as commission merchants. It would prob¬ 
ably eliminate the < ommission merchant to a great extent, and put the business in 
the hands of direct agents of the several companies. That would make a notice¬ 
able economy. 

Q. Would that not make it necessary that those agents should act as a unit?— 
A. Not necessarily. They never have "so acted. They are just like the freight 
agents of the country. Their interest is to act together, lint they don't do so. 

Q. i ireat difficulty lias been experienced in the past, has there not, from cut¬ 
throat competition of one coal road with another?—A. Yes; competition has gone 
in many cases beyond tho point where it was wise or to anybody s interest—either 
the interest of the producer or the consumer, or the carrier—as it has in the general 
freight business of tho country. 

Q. Are there any factors, however, peculiar to the anthracite coal industry 
which would make such a combination or consolidation of interests more desira¬ 
ble from the point of view of operation than in the caae of general railroad busi¬ 
ness?—A. It does not occur to me at the moment how the anthracite business 
differs from any other interest in that respect. 

Q. (By Mr. Phillips.) Was or was not an effort put forth lately to control the 
anthracite output, both as to mining and shipping?—A. Control in what way? 
What do you mean by control? 

Q. Such control that there would be no cut in freight rates.—A. I have to ask 
these questions because there is a very great amount of vague talk in the papers, 
and we will have to get down to closer lines before I can answer intelligently. I 
do not really know exactly what you have in your mind about control. 

Q. The anthracite coal field is limited in extent?—A. Yes. 

Q. And there are only certain railroads that run into that field?—A. Yes. 

(J. Heretofore there has been a very considerable cut in freight rateB. Now, by 
this harmony of interests have they advanced the rate?—A. There has not been a 
considerable cut in freight rates in any of the recent years. Freight rates have 
been very fairly maintained. 

Q. Then what relation do present freight rates bear to the rates prior to this 
consolidation of roads?—A. Freight rates on the whole have gone down in the last 
6 or 8 years. They are considerably lower to-day than they were 8 or 8 years ago. 

Q. (By Mr. Ripley.) Are you speaking of the average rates,or are yon speak¬ 
ing of the rates of hard coal transported by the Beading Company?—A. I am 
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speaking of the rates on hard coal. That is what we are talking about, I under¬ 
stand. The general rate on hard coal from the mines to tide water a few years 
ago for some years was about $1.70. It is considerably lower now. 

Q. Can you state the specific figure at the present time?—A. I should say prob¬ 
ably $1.30. It varies very much. 

Q. (By Mr. Litchman.) Why not get the price of coal at the mine and at tide 
water, showing relation the freight has to the price of coal. 

Q. (By Mr. Ripley.) Will you make a statement respecting those points, 
the price of coal on the properties of the Reading Company at the mine mouth as 
charged to the railroad and at tide water at the present time?—A. The Coal and 
Iron Company does not sell its coal to the railroad company. It does not put its 
coal at the mine to the railroad company at any price. It delivers its coal to the 
railroad company for transportation, and sells the coal itself when it gets to desti¬ 
nation. 

Q. Do the other railroads stand in the same relation to the railroads which serve 
them as the individual operators do?—A. In some cases, yes; and in some cases, no. 
There are still in the Reading territory operators who mine their coal and put it 
aboard cars and sell it when it gets to destination themselves. They stand in ref¬ 
lation to the railroad company just as the Coal and Iron Company does. There 
are other operators who sell their coal to the railroad company at the colliery. 

Q. A greater proportion of them, however, sell at collieries to the railroads, do 
they not?—A. A greater proportion in the other regions do; yes. 1 do not really 
know whether the volume or coal that is transported by us for private operators 
is or is not greater than that of coal bought by us at the collieries from private 
operators. 

Q. The amount produced by independent collieries in your territory is exceed¬ 
ingly small, is it not?—A. Not exceedingly small. I should say perhaps a million 
tons. 

6. Out of a total of how many?—A. Out of a total of 8,000,000 or 9.000,000 tons. 

(Jj. In other words, practically one-eighth of your tonnage shipped is produced 
by independent collieries?—A. I should say so; perhaps more. 

S . Do I understand that you mean that the company has no interest in those 
ieries, no agreements, no financial relation?—A. In some cases absolutely none. 
In some cases they have some. For instance, I have in my mind a colliery in the 
Hecksherville district which started by leasing ground from private parties. When 
they got to the boundaries of that territory, they came to the Coal and Iron Com¬ 
pany and asked for leave to run into our territory. They offered in r« turn for that 
privilege that they would let the Coal and Iron Company run into their territory; 
so things became quite mixed up there. The limits of the mines and the way in 
which they are worked depend very largely on the geological conditions. That they 
should mine certain coal on our property and we some on their property was 
found to be economical for the general interests, both theirs and ours. That is the 
way they started originally. We had absolutely no interest whatever, and neither 
the Coal and Iron Company nor the railroad company had any interest originally 
in that coal except in the transportation to the tide. As time has gone on that 
relationship has changed some, and the Coal and Iron Company has some interest 
as it gets a royalty on the coal mined from its property. 

Q. In the case of the properties of individual operators in your territory, what 
rate do you charge per ton for transportation t > tide water?—A. There we several 
rates; one is the rate to Philadelphia tide and the other rate to New' York tide. 

Q. Will you make a statement in either or both cases?—A. I really can not tell 
what the figures are; I do not remember. 

Q. Are these accessible?—A. Yes; they are published whenever there is a 
change in freight rates. 

Q. Can you state approximately what the amount is?—A. Well, I should say to 
New York tide it is somewhere about $1.30 a ton; to Philadelphia tide it is prob¬ 
ably something less. 

S . Do I understand you to say that in the case of coal mined by the Philadelphia 
Reading Coal and Iron Company that that coal is transported by the railway 
company as the property of the coal company?—A. Yes. 

Q. Do you charge in accounting the same rate upon coal which is transported 
for that coal company as you charge the individual operators—A. Abso utely. 

O. There is no discrimination whatever?—A. None whatever in any way, shape, 
or form; absolute y tho same. 

Q. Has that been the rule ever since the reorganization of the Reading Com¬ 
pany in 1896?—A. Yes; and before. That has always been the rule. 

Q. Complaint has been ni;ide at various times and voiced in the Anthracite Coal 
Operators’Association n ar< et letter that < iscrimination against the individual 
operator and in iavor of the coal com allies is made.—A. That has not been true 
in regard to the Coal and iron Company. 
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Q. Such discrimination does not exist in your company?—A. Absolutely not. I 
can not make that assertion too strong or too plain from the beginning. There is 
another thing that is sometimes charged, that the Reading railroad companies are 
absolutely free irora. It is charged that there has been discrimination in the dis¬ 
tribution of cars, that one party would get a larger proportion of cars than another 
one. In the Reading district the method of apportioning cars is this: There is a 
subordinate officer of the railroad company whose duty it is to visit every colliery 
and ascertain its productive capacity. He finds that one colliery can produce 50, 
another 40. afid still another 30 cars daily. He goes to everybody shipping coal 
over the Reading lines and estimates the amount which each one can produce. 
The sum of these makes an aggregate and whatever cars there are to distribute 
am distributed on that basis. That has been done so accurately and so thoroughly 
in all past years that you can not find anybody, any private operator or official in 
the Reading division that would not tell you that has always been done equitably. 
So they have no reason to complain. I know something about the Reading's 
affairs for 30 years, and know that in many respects the Reading Company’s 
record is above reproach. It is absolutely fair. 

y. Do I understand yon by that to imply that if the individual operator was to 
try to increase his output the railroad company has no objection?—A. The plan 
works in this way: Suppose a man's colliery rating, as it is called, has been 50 cars 
a day. He goes to this colliery inspector and says, “ I have done so and so: my 
capacity is about 00 cars a (lay.” The man goes and examines his collieries, and if 
he finds d is so ho is put down at 00 cars a day. 

And if that operator desired to increase his plant and to double his output 
he is perfectly free to do so?—A. Absolutely. Nobody has ever had anything to 
say to him about that at all. 

Q. Is the Reading Company free at the present time in a similar way to increase 
the output as it pleases irrespective of the action of other roads?—A. Yes. Let 
me amplify ( hat statement a little*. No company ever criticises another as to what it 
does about its collieries. It can have fewer or more collieries as it pleases. Nobody 
says anything to me if I choose to double tho output of the colliery. That is 
nobody s business. 

<^. 1 find in Bradstreet’s of 1895 a statement to the effect that a great deal of 
difficulty in the anthracite coal trade has been encountered by the constant desire of 
the Re iding Company to increase its allotment. Are you aware of any such desire 
on tho part of the company?—-A. If it has such a desire it has not shown any indica¬ 
tion of it. This should fairly be said: I think it is true that the Reading Com¬ 
pany is the only one of the large companies that is entirely controlled about 
Philadelphia or has been in the past. It has no special representation in New 
York, and on the principle that the absent is in tho wrong, a great many of the 
evils of the coal trade have been charged to the Philadelphia and Reading Coal 
and Iron Company. Now, the Philadelphia and Reading Coal and Iron Company 
has taken no measures that 1 know of to justify any such criticism as that at all; 
that is another idle story. 

Q. It. however, has resources undeveloped greater than those of any other com¬ 
pany? —A. It has greater resources than any other company; yes. but it is not 
correct to say that it alone has undeveloped resources. There are a number of 
the other companies that have undeveloped resources. 

Q. It has, however, a xiroportionately larger undeveloped amount?—A. Yes. 

Q. Would or would it not, then, be a strong temptation to that company, espe¬ 
cially would it not have been in the past when it has been in financial straits, to 
increase its output, to take a reduction of prices, perhaps, in order to gain a mar¬ 
ket? -A. If there has been such a temptation it has be n virtuous enough to resist 
it. The output of tho Reading Company to-day is not proportionately larger than 
it was 20 years ago. 

Q. What is the proportion at the present time?—A. About 20 por cent. 

Q. Was it not larger 10 years ago than to-day?—A. No; not larger 10 years 
ago. It was larger many years ago, but 10 years ago it was about the same. It 
has not varied very much in 10 or 15 years. The proportion was larger many 
years ago because the Reading territory was developed earlier than the others. 
There was a time when it had half of all the output, and while it has gone on 
growing it has not grown as fast as the others. You see. there are several reasons 
for that. One of them was that the Reading in the old days practically only had 
access to the markets of the East, whereas the other companies had access to the 
mar ers ot New \"ork State and Western States. That is not now true as to 
Reading, but it was so for a good many years. 

Q. (By Mr. Kennedy. ) I want to ask abo it what the market takes. I under¬ 
stand it takes about 50,000,000 tons a year.—A. It never has taken quite 50,000,000. 
I think the largest output was 40,500.000. 

Q. I read a statement that it was 49.000,000 last year.—A. There are several 
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ways of making that up. Probably the statement you saw included the coal that 
was burned at the mines. 1 am quite sure that 46,500,000 was the output of 1895, 
and that was for some years the record year. It may have been a little more last 
year; I do not remember; but it has never reached 50,000,000 shipped from the 
mines. * 

Q. I want to ask if the Reading could not if it chose to work its coal lands to 
the full extent supply the entire output now?—A. By no means. The best proof 
that it could not is that we never have shipped, even in October, when all com¬ 
panies ship to the limit of their capacity, much more than a million tons in a 
month. A million tons a month would mean we could not ship over 10,000,000 in 
a year; so you see wo would not have more than one-fifth of the output; that is 
the limit of our collieries. 

Q. I am not speaking about collieries; I am speaking of reservo coal lands.—A. 
There is no telling what we could do there. Wo could ship more coal if we could 
go on and develop the whole of our region, but it costs to develop a first-class 
colliery now anywhere from $300,000 to $700,000. 

Q. Don't you recognize that you have a certain percentage of the market and 
that you are not to exceed that percentage, so as not to encroach upon the supply 
that the other roads may take to the market?—A. Yes. 

Q. (By Mr. Farquhar. ) What is the policy of your company in respect to your 
reserve fields? Is it that instead of present developments there is an advantage in 
holding as against the ultimate market or a condition that may insure better prices 
for coal?—A. I think yon might consider coal as analogous to anything else. For 
instance, copper. You may have a very large tract of copper lands. You might 
be asked why you did not make more output, and you would say that you had to 
be governed somewhat by the cost of developing and somewhat by the amount 
you could sell. If we were to attempt to add 50 per cent to our output, it would 
take us, I suppose, 8 or 10 years and possibly require the expenditure of $5,000,000 
to reach that point, and by doing so we would disturb the market, so that we 
would lose money on that advance. There are a great many conditions, as in all 
lines of business; you have to keep fitting your action to the condition of your 
business in coal as in other lines. 

<^. Is the field for the consumption of your products circumscribed?—A. Yes; 
circumscribed by the price. We send some coal around the Great Lakes and to 
some distance beyond the Great Lakes, because lake transportation is very cheap; 
but I do not know what proportion of the whole output. The anthracite com¬ 
panies, I imagine, do not sell more than 5 per cent of coal to the Great Lakes of the 
country and cities tributary to them, because it is a fancy article there—a luxury. 

Q. It the owners of the mines transported 10 percent more in the market, would 
the price go down?—A. Yes. 

0. What is the competition in respect to natural gas. electricity, and bituminous 
coal? Are you circumscribed by them also?—A. Yes; by natural gas largely, by 
bituminous still more largely; by electricity I should say not much, because elec¬ 
tricity is a product, you might say, of the second order. You have to burn coal 
to produce electricity. 

6. Your proposition as to the analogous condition of the mines, a copper mine 
and coal, is similar to conditions usually confronted in the West, that a m m will 
produce, say, 2,000,000 year in and year out for a continuous time, making a divi¬ 
dend of 10, 12, 14, or 16 per cent, and the stockholders are satisfied with the 
profit. Would you say that m your output of coal the Reading is satisfied with 
its profit, with its division of the output?—A. Yes; as to the division of the output, 
that point has been reached after many years of conflict. We have been fighting 
over that question for 30 years. It is very curious that whether we have been 
working in reasonable harmony or absolutely out of harmony, the proportion we 
take amounts to about the same thing. It varies ve’ y little. Each company .has 
certain natural advantages. The companies in one of the regions have a natural 
advantage over the others with respect to shipments to New York State. We, of 
course, have a natural advantage in Philadelphia. Nearly 25 years ago we got 
to a state that almost bankrupted everybody. The proportion each of us took did 
not differ materially. There was about the same proportion mined by each. 
Again we find that certain people like certain coals. The coals burn differently, 
and you can not change this preference any more than you can change the brand 
of flour they prefer to buy. One set of people like one brand of flour; another 
set of people another. It was true to a singular extent, that whether we were 
fighting or wero not fighting, each company had pretty nearly the same propor¬ 
tion of output. 

Q. (By Mr. Ripley.) Did that proportion hold pretty constantly during the 
war of rates and prices which followed the resignation of Mr. McLeod from the 
presidency in 1893?—A. Yes; pretty closely. 
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Q. So that allotment of the different roads, so called, remained pretty nearly 
constant, whether the price is high or low?—A. The amount of coal that the sev¬ 
eral companies transport amounts to about the same whether the rates are higher 
or lower. You wiil find that to be true by looking back over the statistics. I do 
not believe any company went at any time 2 per cent away from the amount that 
was ordinarily shipped. 

Q. New companies are, however, coming into the field all the time, are they not; 
referring, for instance, to the New York, Ontario and Western?—A. Yes; but the 
New York, Ontario and Western has simply taken the output of some one else; 
it has not developed any new coal, to speak of. This is what has happened. Pos¬ 
sibly the Delaware, Lackawanna and Western, and some other railroads, formerly 
mined some coal which the New York, Ontario and Western has now taken. 
They have opened no new fields; they simply bought collieries that had been 
shipping on some other road. 

Q. Was there not some apprehension that the construction of an independent 
line to tide water within the last year—I refer to the Erie and Wyoming Valley— 
would disturb rates and prices?—A. Yes. 

Q. The amount it could have shipped would have been proportionately small, 
would it not?—A. I suppose it could possibly have secured 7 per cent, or some¬ 
thing of that sort—some three million tons. 

Q. (By Mr. Kennedy.) If your company were to operate upon the old lines of 
competition to get out as much as you can, and get as much of the market as you 
can, the price of coal would be cheaper to the consumer, would it not?—A. Prob¬ 
ably; yes. 

Q. (By Mr. Ripley.) Is not the price somewhat above the average this year— 
considerably above the average?—A. Somewhat above the average of prices for 
the preceding year. 

Q. What is the price at the present time of, let us say, any of the standard pre¬ 
pared sizes of your coal?—A. I can not tell you. 1 think it is $4 a ton in New 
York. 

Q. Is not that about 50 cents a ton higher than it was last year?—A. No; I think 
it is the same price. 

Is it not higher than it was previous to the strike last fall?—A. I think not; 
I think it is the same price that it was this time last year. It is 50 cents lower 
than it was a month ago. 

<^. Is that not, however, the usual reduction at this season of the year?—A. Yes. 

Q. The fair comparison would be, then, April of this year with April a year 
ago?—A. I think the price is the same. 

Q. It has been testified before this commission that the price is appreciably 
higher. Of course that is a matter of public knowledge?—A. Absolutely; yes. I 
think the price is the same as it was this time last year. I think the price is the 
same as it was alter the drop made in the spring. 

C*>. The point. I would like to bring out is this: Would an increase in the price, 
supposing that it took place to the amount of 50 cents a ton, correspondingly 
increase the net receipts of the company? That is to say, is it financially to the 
advantage of these companies acting in harmony to put the prices up?—A. I 
should say not. and I should say that that is very generally understood by the 
companies. If the anthracite producers controlled the coal market of this country 
it would undoubtedly be to their advantage to have prices advanced, but it is 
bituminous coal that controls the coal market of the country, and we know per¬ 
fectly well that by putting the price up we should limit the market. 1 do not 
understand there is any disposition to put the price above what it was during 
last winter. 

Q. It has been as high as it is to-day a number of times in April in past years?— 
A. Yes; and higher. 

Q. In your judgment would an increase of price above the present figure, how¬ 
ever, operate disadvantageous^ to the companies?—A. Yes; and that is the gen¬ 
eral judgment of the companies, I understand. They do not think it would be 
wise to put the prices higher. 

Q. (By Mr. Phillips.) Still you admit if there were free competition and no 
combine, prices would be lower?—A. Prices would be lower, and we would all be in 
bankruptcy probably. 

Q. (By Mr. Ripley.) Is the price made by joint action of all the railroad com¬ 
panies?—A. No. 

Q. Who makes the price of coal to-day?—A. It is made by the general supply; 
and by conference among the selling agents of the coal companies. 

Q. It has been testified by at least two witnesses in the coal industry that a 
circular letter is sent around each year by the Reading Company stating the price 
which it will make for that season, and that that price is acquiesced in by the other 
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companies?—A. The Reading Company does issue and always has issued a circular 

of prices at which it sells coal. Whether that price is acquiesced in or not by 
others ia a matter entirely for the companies themselves to say. Sometimes it is 
and sometimes it is not 

Q. Do you mean to say that if it were not acquiesced in, that if other companies 
sold at 10 or 15 cents below the figure that you fix in your circular prices, you 
would still adhere to your prices?—A. That would be a matter for the exercise of 
judgment. In many cases we enjoy this difference because some of our coals sell 
more readily and in some places we have an advantage. I do not suppose there 
has ever been a year that we did not for a considerable time vary from the prices. 
Some companies’ coal is not as readily salable. 

Q. (By Mr. Litchman.) Is that more true at competing points'^— A. Yes; we 
have ourselves coals that sell at 75 cents or §1 more than other of our coals, as 
yon can see on any of our circulars. 

Q. (By Mr. Kennedy.) A president of one of the large coal roads testified that 
as a rule his company follows the prices fixed in this circular of yours. 1 would 
like to ask if it is not your understanding, as well as that of others, before you 
send the circular out, that they shall follow the prices you make?—A, No. If he 
testified he did it I have no doubt it is true. We make our price and send out the 
circular, but they frequently do not follow the price. 

As a rule do they not follow it?—A. They frequently do, but it is a matter 
entirely of their own volition. We do not do anything to make them do so. We 
fix a price at which we think we can sell our coal. Now. last year there were 
several cases where people did not follow our prices. They were not satisfied that 
that was the right price, and they did not do what we did. 

Q. (By Mr. Ripley.) Has there been any absorption of any individual coal 
operators in the territory served by your company during the last year or two? 
Have purchases of collieries been made?—A. No. 

Q. The map upon the wall, showing by colors the location of the different coal 
properties, was prepared by Mr. Griffiths from plans published in the Bond 
Record. Does it represent tho situation at the present time? In other words, 
have any considerable changes taken place since 189') and 18!K> as to the ownership 
of coal properties?—A. Not m our region; no. We have bought little pieces of 
coal land, 50 to 100, 200 acres—little pieces outlying here and there—but I do not 
think there has been a single large purchase of coal land made in the last 8 years 
by the Reading Company. 

Q. (By Mr. Kennedy.) Mr. McLeod had bought about all there was insight 
up to that time?—A. Mr. McLeod did not purchase any coal lands. They were 
all bought by Mr. Gowen. 

G. Mr. Gowen, I mean. 

G. (By Mr. Ripley.) There were quite a number of purchases made, too, by Mr. 
McLeod?—A. No, I think not. 

M^^eod 11 think not?—A. I think not. I do not recall any purchases made by Mr. 

Q. (By Mr. Litciiman.) The claim has been made that the bankruptcy of the 
Reading Railroad was due to the fact that it had bought out a lot of coal lands in 
anticipation of future needs, and therefore loaded itself down beyond its capacity 
to carry. Have you anything to say on that point?—A. Yes; 1 should say that 
was a fair statement. Those purchases were made mostly from 1870 to 1875,1 
should say, by Mr. Gowen, and I think Mr. Gowen did push that policy too far. 

Q. Was it the policy of the road to charge a certain portion of expense to those 
purchases to meet the cost of carriage?—A. I do not quite understand your 
question. 

Q. It is charged that a certain portion of the expense of the road is due to the 
cost of investment in these unproductive lands bought in anticipation of future 
needs. Is there any such thing as that?—A. No; there is not. 

Q. (By Mr. Ripley.) What pays tho interest?—A. On the coal and iron company? 

Q. No; on the new lands?—A. There are no interest charges specifically based 
on the new lands. 

Q. As I understand Mr. Litchman’s question, it is whether the expenditures for 
interest and for taxes, etc., are not a charge upon present earnings, and whether 
they do not help to fix the price of coal higher than it would otherwise be?—A. I 
think not. I am not sure that 1 yet quite understand your question. What the coal 
and iron company does is this: It mines its coal, puts it on cars, sells it when it 
gets to its destination, pays the railroad company the same rate that anybody else 
pays for carrying it, and out of its net earnings arising therefrom it pays its cost 
of mining and its interest. There is no mixing up of the finances of the two 
companies. 

Q. But is not the expenditure made for those coal lands still an important fac- 



. ,T. 8. HARHI81—ANTHRACITE COAL BUSINESS. ,605 

tor in the total value of stocks and bonds out?—A. I think I can put that ques¬ 
tion possibly a little more plainly. If you ask me if the Reading Coal and Iron 
Company had not expended any money for coal lands whether it would have less 
interest charges, I should say, certainly. 

Q. (By Mr. Litchman.) Well, then, is it not true that an interest charge is paid 
for this land that was bought in anticipation of future use? Is it not true that 
that is a charge upon the Reading company at the present time?—A. Undoubtedly; 
the interest on the purchases is still a charge. 

Q. And the taxes on this land that is held also are a charge?—A. Undoubtedly. 

Q. Then if that charge were eliminated it would enable the Reading, on the 
same earning capacity, to pay a higher rate of dividend on the stock?—A. And simi¬ 
larly if it had not built its railroads, the railroads would not have cost anything 
and the company would have paid more on its stock. All railroads are built in 
anticipation of use. and to develop business. 

Q. Is that a fair comparison with the purchase of the lands?—A. I should say 
that the purchases of the lands went further ahead of present needs than the build¬ 
ing of the railroads. Those are matters which, of course, lie in individual judg¬ 
ment. Doubtless Mr. Go wen did what he thought was best for the interests of 
the company. In some respects he may have bought more coal lands than were 
necessary. I think, myself, that he did. 

C*). Understand that these questions are not asked in criticism, but they are made 
because we thought you were in a position to give ns information ox cathedra.—A. 
It can not lie denied, ot course; it is a perfectly patent thing that if fewer coal lands 
had been bought, or if they had been bought lor a less price, there would to-day 
be a smaller interest charge. There is no question about that. Similarly the 
Reading company and every other company that 1 know of made mistakes in 
building railroads. They built railroads in some places which did not turn out 
to be the best places, and which you would call more expensive than they might 
have been. 

Q. (By Mr. PuiLLirs.) Is that charge, then, taken from the stockholders for 
carrying this debt?—A. Yes; unquestionably. That is, there is a certain amount 
of net earnings of the railroad company and the coal and iron company, and these 
interest charges necessarily como out of that amount. There is therefore less to 
pay the stockholders than if that sum did not come out. 

Q. (By Mr. Ripley.) The significance of this circumstance would be less, per¬ 
haps, if it were not for the fact that the charge is made by the coal companies 
that do not carry as large a reserve supply as does this one company?—A. There 
is nothing in that, absolutely nothing. 

Q. (By Mr. Litchman.) The significance is also greater when the claim isrnade 
that the bankruptcy of the Reading Railroad was caused by these lands?—A. That 
is unquestionably so. 

Q. (By Mr. Phillips.) Was the receivership caused by competition?—A. The 
two things came in. If there had not been so much competition there would have 
been more earnings and they might have been able to carry these loads. Of course, 
if you have half a dozen merchants doing business in town, the man who has 
loaded himself up with unwise investments is probably the one that will first go 
to ruin in time of competition. That comes in every business. The man who 
has no debts will last longer if his business is conducted wisely. 

Q. (By Mr. Ripley.) Have you an estimate of the amount of lands that are 
owned by the Reading company, and how long the supply from those lands will 
last?—A. Yes; I have estimated it. I do not remember what it is. It has been 
published several times, lmt I do not recollect what the figures are. 

Q. (By Mr. Kennedy.) Two hundred years?— A. No; I should say not. I do not 
think the lands would hold out. 1 do not think at the present rate of production 
there will be very much left of the lands in a hundred years, and I think the out¬ 
put of anthracite has nearly reached its maximum. (Witness refers to map.) I 
doubt whether it ever reaches (>0,000.000 tons a year, and the reason for that opin¬ 
ion is that about half the land in all this territory from Pittston east has reached 
its limit of production, and 1 doubt whether it will ever produce more coal in any 
year than it does now. 

Q. (By Mr. Litchman.) Is any exploration being made to ascertain whether 
there iscoal deeper than the coal that is being developed now?—A. Yes; the mines 
have been very thoroughly explored there. A good many of these properties are 
now working out—you will see in that report of Mr. Griffiths. Mr. Griffiths states, 
in regard to some of the companies there, that they only have a few years’ coal left. 

Mr. Ritley. Nine years in one case. 

The Witness. There is a very great amount of coal in this part of the region 
(indicating the western part). 

Mr. Litchman. In the western part of the field. 
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The Witness. And the reason of that is because it is deeper there. Here (indi¬ 
cating the eastern part) anybody could develop coal cheaply. Here (indicating 
another point on the map) in some cases they have to go down 2.000 or more feet. 

Mr. Ripley. In speaking of the conditions will you not kindly name the sec¬ 
tions by towns or districts) 

The Witness. The district which will soonest be exhausted is the eastern end of 
the Wyoming coal field, which is sometimes called the Lackawanna coal field. 
The western end of the Wvoming coal field will last much longer, The group of 
small basins known as the Lehigh region has passed its maximum production, and 
will not produce nearly as much as the other fields. I doubt whether the Mahanoy 
and Shamokin region will ever produce more than it is producing now. There 
are lands in the western end of the region which are not, fully developed, and 
there are lands in the eastern end of it which are very nearly exhausted. Some 
of our Reading collories are exhausted, and some are approaching exhaustion. 
The Schuylkill region is the great reserve of coal. More than half of the coal in 
Pennsylvania is there. 

Q. (By Mr. Phillips.) Yon speak of mines being exhausted. Is that demon¬ 
strated by following the veins down to the bottom for the coal?—A. Yes. 

y. Where it does not exist'—A. - Yes. 

Q. What is about the depth of the anthracite vein from the top?—A. That 
differs verv greatly. In some cases von will enter the anthracite at the surface of 
the ground. In somo cases the basins will not be more than 100 or 200 feet deep; 
but about Pottsville. in the Schuylkill region, the bottom of the basin is supposed 
to bo about 5,000 feet deep. It is sometimes charged, I think, that the Reading 
has not developed this region because it has been holding it back. The real reason 
is that this coal is deeper and it is more costly to mine, and therefore it could only 
be developed at a certain rate in comparison with the coals that were farther to 
the north—in tire Wyoming region, for instance. In the Wyoming region the coal is 
very much loss disturbed in its stratification and very much less interstreaked 
with slate. So marked is the difference in this respect that, m some parts of the 
Schuylkill region it costs nearly as much to prepare the coal afler you get it to 
the breaker as it does to get the Wyoming coal out and prepare it. In the prop¬ 
erty of the Lehigh Coal and Navigation Company there is coal which is called 
Lehigh coal, notwithstanding it is in the eastern end of the Schuylkill region. 
That brings in another matter: In that region the coal is hard at the extreme 
eastern end. and it grows softer and softer as it goes toward the western end. until 
you get the Lykens Valley coal. At the extreme western end we reach a spot 
which belongs to the Pennsylvania Railroad. And in some of our own collieries 
at the eastern end it is extremely hard. But in the Lehigh Coal and Navigation 
Company's mines I estimated, when I was in charge of them, that wo had to raise 
to tho surface about three tons of coal and about ten tons of water from an average 
depth of BIN) feet, for every ton of coal wo sent to market. I have seen a whole 
train load of mining cars come out of the Lehigh Coal and Navigation Company's 
mine, and you could stand and look into the curs and you would say there was 
nothing there but slate and dirty water. Nothing else was to be seen. It is 
because, for these reasons, coal is so much more costly to prepare in the Schuylkill 
region, that the development of that region has been retarded and the other regions 
have been gone into in advance of it. These drawbacks have had a disastrous 
effect upon some individuals. Since I have known the Schuylkill region there have 
been three sets of people, one from New York and one from Boston and one Irom 
Scranton, that have come into the Schuylkill region to buy np coal lundsand make 
fortunes there, their theory being that the reason people could not make money 
mining in the Schuylkill region was because they were too dumb. But they have 
all gone home without their money. It is an entirely different proposition mining 
coal down there from what mining it in the Lehigh is. And it is proper to say 
that that is why the Reading company's task has been harder than that of some 
other companies. The cheap mining in the Wyoming region and by the Lehigh 
company has been mostly done, and that is the reason why the Reading company 
can hold its own better than it could formerly, 

Q. (By Mr. Ripley.) In other words, the outlook is for a slightly increased 
cost in comparison with formerly?—A. Absolutely. I should say that coal coats, 
perhaps, from 75 cents toa dollar more to mine to-day than it did 20 or 30 years ago. 

(J. (By Mr. Litchman.) Before we pass irom the element of cost, let me ask 
how much increase has there been in the cost of the labor of mining coal?—A. The 
cost of labor has varied very much at different times. Immediately after the civil 
war the cost of labor was very high. Twenty years ago the cost of labor was 
much lower than it is now. I mean to say the wages that were paid varied very 
greatly. I should say there had been a considerable increase in the cost of labor, 
and that partly for the reason that 20 years ago only the finest veins and the most 



J. 8, HARRIS:—ANTHRACITE COAL BUSINESS. 


607 


easily operated were mined. Now. a mined vein in some cases is not moro than 
feet thick. There is a great deal more cost of labor in those thin veins than 
there is in the wide veins. For instance, in the Lehigh Coal and Navigation 
Company’s mines sometimes we would put a shot into a mass of coal, and men would 
load out of that place for a couple of days without ever putting in any moro pow¬ 
der, for that company has the thickest of all coal deposits. In the thin veins you 
have to be using powder all the time. The cream of the coal, as a general thing, 
has been mined. 

Q. (By Mr. Kennedy.) You say these conditions that you describe meant that 
there would be a gradual increase in tho price of coal. Other gentlemen who have 
testified on this subject say that in view of the possible competition from bitumin¬ 
ous coal they think that the price is now about as high as they can afford to put 
it?—A. Yes; so do I, as a rule. 

Q. Then, there will not be this gradual increase?—A. We are speaking of two 
periods of time. One is tho immediate future and the other is the distant future. 
There will necessarily lie an increase in 20 or 00 years in the price of anthracite, 
or it can not be mined. Sometime ago—00 years ago, you could open a colliery, 
perhaps, for $100,000. To-day some collieries will cost $1,000,000 before they get 
m a position where the coal can be profitably worked. Instead of going down 200 
or 000 l'eet, you have to go 1,500 feet. You have to put in an enormous pumping 
apparatus. You immensely increase the cost of maintaining your mine liecause 
of this enormous superincumbent weight which, when you take the coal out, is 
always tending to crush in. 

Q. (By Mr. Phillips.) Is there not still a large amount that can be reached 
very readily from the surface?—A. No; the surface mining has very largely been 
done. There is a small proportion relatively that remains. But the greater pro¬ 
portion of coal that can be readily i eached from the surface has been taken. 

Q. (By Mr. Litchman.) As an engineer, do you consider it advisable to tunnel 
from a low level to reach the veins in mining?—A. That has been done in some 
instances. For instance, there is a considerable part in our Schuylkill region 
where the coal is below the level of the seas. Tunneling is possible to a limited 
extent, but as a rule it is not. About Pottsville the deepest part of the basin is 
4,000 feet below the level of the sea. Did I make myself clear in reply to Mr. 
Kennedy’s question? We were speaking of two things. In the immediate future, 
the price of anthracite is not likely to increase materially, but it is unquestionably 
true—I am willing to be a prophet to that extent—it is unquestionably true that the 
cost of coal, or the price at which coal is sold, is going to be increased in the 
distant future; or the anthracite coal mining has got to stop. I do not know of any¬ 
thing that is likely to work the other way. I do not know of anything that is 
likely to cheapen it. There may be something found or better methods of mining, 
of course. We are working at that problem all the time. It is the same proposi¬ 
tion as in England. You know they will never have any cheap coal there again. 

(Bv Mr. Ripley.) You were president of the Philadelphia and Reading 
Railroad at the time of the purchase of the Central Railroad of New Jersey 
recently?—A. Yes. 

Q. Will you make any statement about the terms of the purchase so far as oper¬ 
ation and finances are concerned?—A. It has no bearing on the operation at all. 
It was simply a purchase of the majority of the stock. 

Q. The statement has been made in one of the New York papers that this purchase 
may conduce to economy of operations, in that the Central Railroad of New Jer¬ 
sey may carry a good deal ot the tonnage more directly to tide water than it could 
otherwise go over the Philadelphia and Reading road. Is that true?—A. Tho New 
Jersey Central and the Reading do naturally constitute one system. All business 
of the Reading that comes from the South or Southwest goes to New York markets 
over the New Jersey Central about 80 miles. We get a good deal of bituminous 
coal at Shippensburg. coming in from the Baltimore and Ohio fields lying down 
in the mountains of West Virginia. Now, that very largely goes over the Read¬ 
ing road to Allentown, and from there 00 miles over the New Jersey (Central Rail¬ 
road to New York. The business that comes from the North west—from Buffalo, for 
instance—comes to a considerable extent down over several of the systems of roads 
to Scranton, where the New Jersey Central road commences, and then down to 
Bethlehem over the New Jersey Central road, and from there to Philadelphia. So 
you will observe that the two systems supplement each other. The business is 
gathered at Philadelphia, whether from the ocean or otherwise, and this business 
and the products of the manufactories of Philadelphia going to the Northwest go 
over our road to Bethlehem, and then over the New Jersey Central to Scranton. 
In many directions, indeed, the two roads are supplementary. For thirty years 
our business has gone over the New Jersey Central lines in that way. 

Q. The statement is made publicly that the next step proposed in an alleged 
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consolidation of these roads will be the absorption of the Lehigh Valley.—A. I 
have no reason to think that is true. So far as I know, it is not contemplated at 
all. Tiiat is simply a newspaper guess. Of course, anything is possible in mat¬ 
ters of that kind, but it is not at all the present intention. 

Q. Have there not lieen purchases, however, of considerable blocks of stock, for 
instance, such as those owned by the Packer estate?—A. Purchased by whom? 

Q. By those interested in the Reading company.—A. Now, you are getting too 
deep for me. What they are doing in New York in the way of buying up stock I 
do not know. 

Q. The amalgamation, however, of the Erie, the Reading, the Lehigh, and the 
Central of Now.) ersey would control more than half of the anthracite tonnage, would 
it not, and give a practical monopoly of the field?—A. No; not by any means a prac¬ 
tical monopoly. The Reading has about 20 per cent, the Lehigh Valley about 
1(5 per cent, the Central about 12, and the Erie about 9,1 think. That would 
be about 57 per cent, roughly speaking. 

Q. Have you included the Pennsylvania Coal Company, recently purchased?— 
A. Yes. I think, taking in all those, the Erie has about 9 per cent. It may be 11. 

Q. Would there be a difficulty in the way of this consolidation owing to the 
independent action of the Pennsylvania Railroad Company? Has it in the past 
acted somewhat independently of the other roads?—A. Yes; quite so; quite inde- 

Q. And so long as that railroad remained outside would it practically prevent 
a total monopoly of these coal-carrying roads?—A. Yes; and the Delaware and 
Hudson is quite as independent, as is also the railroad belonging to the Coxe 
interests. The New York, Ontario, and Western is a'so independent. 

Q. It would not, however, bo a serious matter for one of those railroads to pur¬ 
chase the collieries of the Delaware and Hudson and for that company to bo 
absorbed as a part of the New York Central?—A. I do not know whether it could 
be done or not. It is wholly a matter of money. All things are possible, but I 
do not know of any movement in that direction. 

Q. At what figure, do you know, was the purchase of the stock of the Central of 
New Jersey made in order to control the majority of this stock by the Reading?— 
A. It was purchased at 100. 

Q. Was that considerably above the ruling rate of stock quotation?—A. Not 
very much. It had been, I think, 150 or over. 

Q. Has it been so in recent years—that is, with the exception of the last year?— 
A. No. 

Q. Has it not run very much lower than that during the 90*s?—A. Yes; it has 
been very much lower. The Central Railroad, however, has been paying divi¬ 
dends, I think, of from 5 to 7 per cent for some years past, and it ran along at 
about the same rate, I think, as the Delaware and Hudson: possibly a little lower. 

Q. Is 100 the price at which it is accepted in underwriting or under the mort¬ 
gage bonds issued?—A. Of course, that price had to be taken. 

Q. Had to be covered by the issue of securities?—A. Yes. 

Q. And the total volume of capitalization of the combined companies, of course, 
is increased by that amount?—A. Yes; it is. The stock of the New Jersey Central 
has gone into the ownership of the Reading at that price. 

Q. Has not the c unbilled volume of new mortgage bonds issued by the Reading 
company exceeded, however, the value of the stock purchased with those bonds?— 
A. Those bonds were put on the market below par. To that extent it has. 

Q. The point I wish to bring out is whether the effect of the consolidation under 
the terms of this purchase resulted in still further swelling the capitalization of 
these combined companies upon which they have got to earn dividends.—A. Per¬ 
haps this suggestion will throw some light on that point: The rate at which the 
Jersey Central is earning the dividend which it would payout of its earnings would 
carry the cost of that stock to the Reading company; so that in that case, if that 
money had not been paid as dividends to the Reading it would have been paid as 
dividends to the individual owners. The purchase simply changes the personnel 
of the ownership. The Reading company becomes a stockholder instead of John 
Doe. 

Q. Do you seo any way in which the consolidation of these two roads might affect 
the Baltimore and Ohio or the Pennsylvania disadvantageously?—A. No. 

Q. The Reading company is a competitor of those roads in the carriage of coal?— 
A. No; not at all a competitor with the Baltimore and Ohio. The Reading com¬ 
pany furnishes in its territory a market for a very large freight of the Baltimore 
and Ohio. The Reading stands to the Baltimore and Ohio somewhat in the same 
position as the Jersey Central territorially stands to the Reading, as being an exten¬ 
sion of its road. For instance, the Baltimore and Ohio uses the Reading from 
Philadelphia east and from Shippensburg east, and the Baltimore and Ohio and 
the Reading are strong allies on that account. 
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Q. The Baltimore and Ohio and the Pennsylvania are supposed to be owned in 
common, are they not? Does not the Pennsylvania control the Baltimore and 
Ohio?—A. Yes. I so understand. 

Q. Do not all these things indicate that the several roads in the hard-coal terri¬ 
tory are getting together, either by lease, original purchase, or harmony of action?— 
A. Yes. 

Q. And, so far as you can see, that would not result disadvantageously to the 
public, but merely in economy in the operation of the roads themselves?—A. That 
is a very large question. My own belief is and has always been that no combination 
of thtft kind can be made so large as absolutely to govern the situation. The sit¬ 
uation will govern the roads'. None of these plans have ever worked out, and I 
do not believe they ever will. 

Q. (By Mr. Phillips.) They do for a time, do they not?—A. Perhaps so; yes. 
I believe that some advantages will occur through the cheapening of methods. I 
am speaking of the public now; but I do not believe the advantage will be wholly 
with the public. That is not what the people who are buying these things are 
doing it for, of course. I think we might fairly say that they are doing it to pre¬ 
vent the sacrifice of their own securities, to prevent ruinous competition, and mv 
own belief is very strong, and it is a subject that I have thought about a good deal, 
that the public is not interested in ruinous com petition. I do not believe the public 
is interested in having great industries and great masses of capital sacrificed. I 
think that all human affairs go on with a conflict between those two interests and 
neither of them is unselfish. 

Q. (By Mr. Litciim an. ) You consider the desire to prevent ruinous competition 
the reason for the acquisition of the New Jersey Central by the Reading?—A. I 
do not know that I am able to sjieak of the motives, and I do not know that I have 
a right to speak of the motives that led to that acquisition, for it was not prima¬ 
rily by the Reading, it was the action of the bankers who control the Reading. 
Just what their motives were I do not know. I think you gentlemen would be 
quite as able to infer what 1 heir motives were as I: but I think I can fairly say 
it was not advised by the management, but advised by the owners of the road. 

Q. If it be true, as alleged, that the Reading controls the Jersey Central, and 
there is a community of interest between the Baltimore and Ohio and the Read¬ 
ing, and the Pennsylvania controls the Baltimore and Ohio-A. (Interrupting.) 

Now, let us pause as we go on there. What do you mean by the community of 
interest between the Reading and the Baltimore and Ohio? There is no more com¬ 
munity of interest between the Reading and the Baltimore and Ohio than there 
is between any two roads that give business to each other—absolutely none. 
What the Reading does, for instance, is this: The Baltimore and Ohio hauls coal 
to Cherry Run, and we take it from there and hull it into our territory. The 
community of interest between those roads is this, that they are freight producers 
and we are freight consumers. 

Q. 1 started by saying, “If, as alleged”- —A. Why do you say, “If. as alleged?” 
You can allege anything. 

Q. If the interests, as alleged, that are back of the Reading are also back of the 
others-A. (Interrupting.) You have got entirely out of my depth. 

Q. If you know nothing about it, I will notask the question. - A. No; I do not. 
My function has been to manage the Reading Railroad and do its work as cheaply 
and earn as much money for it as 1 could: but what is in the bankers’ minds they 
never told me. That was not in my department at all. I was the operating 
officer. ... 

O. (By Mr. Kennedy.) You said that the acquisition of the New Jersey Cen¬ 
tral was not primarily the action of the Reading Railroad, but that the bankers 
brought it about. Who are those bankers to whom we may go for information?— 
A. What I said was, that it was not the act on of the Reading Railroad, speaking 
of myself as the manager. The people who have represented the Reading Railroad 
to the world since the reorganization have been J. P. Morgan & Co. 

Q. (By Mr. Ripley.) You have referred to a possible motive on the part of 
those bankers. Do you know what commissions were paid in that transaction, 
namely, the purchase <f the majority of stock of the Jersey Central by the 
Reading Company?—A. I think all the information that the public have, and all 
that I have, is stated in the circular of those bankers I do not remember the 
figures, but there was a bankers' circular issued in connection with the purchase. 

You have said in connection with that, have you not, however, that the new 
bonds, collateral trust bonds, issued upon the stock of the Central Railroad of 
New Jersey exceeded considerably in amount the amount of those stocks. Did I 
so understand your statement.—A. I did make the statement. I was thinking 
whether it was correct. 

Q. What is the volume?—A. I was mistaken about that. The volume was not 
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>ater. It was just about the same—the amount of stock and the amount of 




amount as the stock, at the figure I gave you. 

Q. In order to make this a matter of record, what was the amount of stock of 
the Central Railroad of New Jersey actually purchased?—A. One hundred and 
forty-five thousand shares at an average cost of 160. 

Q. Does the amount of new collateral trust bonds issued by the Reading Com¬ 
pany exceed 145.000 shares at 160 a share?—A. No. If you will figure that out, 
you will find that 145,000 shares at 160 a share cost $23,200,000. If I said differently, 
it was incorrect. The reason why I hesitate to speak about figures is because 
many of the figures I do not remember accurately. The figures at which the stock 
was bought I remember, but there are a good many figures J do not remember. 

Q. The profit to the bankers, then, for financing that deal would come presum- 
, ably out or the difference between the price at which they acquired that stock and 
the price at which they turned it over to the Reading Company, w> >uld it not? Do 
I make the question clear?—A. Yes; it is clear. No; I think the bankers abso¬ 
lutely turned over the stock at the price they paid for it. 

Q. There must have been a commission of a considerable amount for financing 
such a deal?—A. Yes; but that instated in that circular of the bankers. 

Q. The point I wished to make is this, whether the commissions in the case of 
operations like this are made a part of the future capitalization of the company or 
of the volume of security?—A. Undoubtedly the commissions are taken care of in 
some way. That is the case in all financial transactions. If a company puts out 
bonds that are sold at 1)5, the commission or discount h;is got to be taken care of. 
Observe, as is very often the case, you may fund a 6 per cent bond into a 4 per 
cent bond, sell that 4 per cent bond at 95, if you please, to the bankers, and yet 
have a lower interest charge than you had before. The banker and everybody 
makes money there. The only person that does not make money is the man who 
has money to loan who gets a smaller return. 

Q. (By Mr. Farquiiar.) 1)o you know that the bankers who made the transfer 
of those bonds of the Jersey Central asked or obtained any more than the usual 
commission in Wall street?—A. No; I should say they did not. 

y. You never heard that they ever did?—A. I know that they did not. It was 
a reasonable commission. That commission, I ought to say, is stated in that cir¬ 
cular which they issued to the stockholders. I do not remember accurately what 
it was, but it was a reasonable and ordinary commission. 

Q. (By Mr. Ripley.) Does the question of rebates or discriminations or any¬ 
thing of that sort against individual operators amount to very much at the 
present time since the number of those orators has so far decreased?—A. So far 
as the Reading is concerned, there is absolutely nothing of that sort; absolutely 
nothing. 

Q. Does it affect the price of coal, or does it not?—A. I do not quite catch the 
force of your question. How can it affect the price to the consumer if there is 
nothing of the kind? And I say in the most unhesitating, absolute way that the 
Reading Company has absolutely treated its individual operators as it has treated 
its coal and iron company. 

Q. Do you know what is the status of tho.^e 05 per cent contracts offered to the 
individual operators at the present time? Were many of them accepted by the 
individual operators?—A. So far as I know, they have not been pronounced oper¬ 
ative as yet. I think the majority, so far as my information goes, of the individ¬ 
ual operators are satisfied with them. There are but few people that have held 
out, so far as we know, trying to drive the railroad companies into buying their 
collieries. 

Q. A witness made the statement here some few days ago that these contracts 
were rejected by all but a few operators along the line of the Pennsylvania Rail¬ 
road, and they refused to sign those because they involved a perpetual lease along 
the life of the property.—A. That witness is in a position to know very accurately, 
and it is a matter that is more closely under his ken than it is under mine. I 
would rather his testimony would stand, because he lives in Wilkesbarre, where 
the most of these private operators are, and he would know more about it than I 
do. In our region no such question has arisen. 

Q. Unless some such contract is signed by all these remaining individual oper¬ 
ators they will still have their product carried at the rates customary to all oper¬ 
ators?—A. That I do not know. That no man can foresee. That is a question 
that is under negotiation. 

Q. (By Mr. Kennedy.) What is the attitude of the Reading and the Jersey 
Central as to the labor engaged in mining?—A. I can not tell you about the atti¬ 
tude of the Jersey Central. I am not tne president of the Reading nor of the 
Jersey Central since that has been taken over. 
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Q. You are not president of the Reading now.—A. No; I resigned a few days 
ago. 

Q. What was the attitude of the Reading toward organized labor when you 
were president?—A. That is a large question. Please make it a little more 
specific. 

Q. I want to ask you if that attitude was friendly. Do you believe organized 
labor has a right to a voice in fixing wages, hours of work, etc.?—A. I think it has 
absolutely. There are several Reading companies. The Reading Coal and Iron 
Company has been more than friendly to labor. There has been less friction than 
in any of the other coal companies. I can illustrate best in this way: Three or 
4 years ago, at. the request of persons who charged themselves with the interests 
of labor, the legislature of Pennsylvania appointed a commission of the senate 
and house to go all through the coal region. They must have spent 2 months 
there. When they came into the Reading region, as they did at Shamokin, which 
is the western ena of the Mahanoy and Shamokin field, some of the persons who 
claimed to represent labor—and I suppose they did—met that commission and 
said to them if everybody treated their labor as the Reading Coal and Iron Com¬ 
pany did, there would not be any labor question. 

Q. Do you believe that labor has the same right to organize as capital has?—A. 
Yes; certainly. 

Q. Do you believe labor should have a voice in fixing the wages for which it 
shall work and the hours in which it shall work?—A. Certainly. 

Q. And you believe that that right should be recognized by employers?—A. Cer¬ 
tainly. The laborers not only have the right, but the power, which is more 
important. 

(Testimony closed.) 


Washington, D. C., April 5 , 1901. 

TESTIMONY OF MR. B. H. GRISWOLD, 

General Freight and Passenger Agent Western Maryland Railroad. 

The commission met at 11.30 a. in., Mr. Farqnhar presiding. At that time Mr. 
B. H. Griswold, general freight and passenger agent Western Maryland Railroad, 
appeared as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Farquhar. ) You will give your name, address, and official position 
with the freight bureau to the commission.— A. B. II. Griswold; general freight 
and passenger agent Western Maryland Railroad; Baltimore. 1 understand I am 
summoned as chairman of the Baltimore freight committee. 

Q. Have you any statement to make distinct from the examination?—A. I have 
not, further than to say that I was not aware of any intention to summon me 
until I received a notice Wednesday night a short time before leaving for Phila¬ 
delphia, and I have had no intimation as to the object or the occasion of the 
summons. 

Q. Would you state to the commission the composition of this freight bureau of 
Baltimore?—A. It is composed of representatives of lines either terminating at or 
passing through Baltimore, or which have representation in Baltimore. There 
are in the bureau some 14 individuals, some of whom represent 2 or 3 lines. I 
think each important railroad and steamboat line is represented. 

Q. How long has it been in existence?—A. Since the 1st of January, 1898. 

Q. Could you state to the commission what tho causes were that brought it 
into existence?—A. It was brought about, I think, by some of the representatives 
of the larger railroad lines, like the Pennsylvania and the Southern lines, who had 
representatives in Baltimore, suggesting that it would be well to have their various 
representatives get closer together, with a view to securing uniformity of practice, 
for an interchange of views, for the purpose of keeping up with the situation gen¬ 
erally, and for the purpose of discussing any questions that might come before it, 
as they might be brought to the attention of any of the members through shippers 
or through any railroad company or steamboat line. It does not meet regularly. 
The chairman can call the committee together at any time, and he must call a 
meeting on the request of 3 members. There has been no meeting for a month or 
so, there having been no special questions to consider. 

Q. Are questions which come before your organization submitted to the roads 
afterwards, or have you any power of yourselves to make settlement?—A. If any 
question comes before the committee and is after discussion acted upon by a 
vote, the motion becomes effective if the vote is unanimous. If there is a single 
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negative vote it falls to the ground, and if a representative has not power to act be 
must state the fact and say that be must refer the matter to bis traffic department 
before any action can be taken on his part. Sometimes matters are laid over until 
a letter vote is received from a member thus situated or until a subsequent meeting. 

Q. Does your organization conserve the interests of Baltimore alone?—A. It is 
mostly interested in Baltimore. 

Q. Do you know of any other like organization of the kind on the coast?—A. I 
think there are a number of local freight committees at various points in the inte¬ 
rior and on the coast also. There is a Boston committee. I am not sure that there 
is one in Philadelphia, but I think there is an organization in New York; X ain not 
sure, though. 

Q. Have you the cooperation of the steamship lines with you in this board?— 
A. They are represented - that is, the coast lines. 1 do not mean the ocean lines. 

Q. Does your body assume any authority on rates?—A. Only to a limited extent 
and when all the representatives have the proper authority from their traffic 
officials. There are a number of representatives in the association that have no 
authority, and they must obtain it from their traffic officials before they can 
act. There are a number of representatives who have authority to act for their 
own lines. 

Q. In the case of differentials in which other ports like New York. Philadelphia, 
Newport. Norfolk, and others are interested, have you any authorization to meet 
with a joint commission or to take and consider terms of the differentials of the 
ports?—A. We would have no power to act as regards differentials. If the ques¬ 
tion was brought before the association and we felt it to the interest of the lines 
and the community and Baltimore to take the matter up we would do so and 
place it in the proper course for consideration and discussion, 

Q. (By Mr. Ripley. ) I would like to ask about the differentials which Balti¬ 
more enjoys against other ports. Will you make a statement respecting the com¬ 
parative Chicago and Atlantic coast port rates on wheat and other products?— 
A. Are you speaking now of all-rail rates? 

Q. All rail, east bound; and also if yon will designate between the rail and the 
water rates.—A. Am I to understand that yotir question refers to the effect of the 
present differential or to the reduced differential'' You know there is a reduced 
differential. 

Q. 1 would like to have you speak upon both if you will; that is, the origin and 
development of the system of differentials from Chicago and St Louis to Eastern 
ports.—A. It is rather hard, without any previous consideration, to answer that 
question as I would like to have answered it if Hooked it over afterwards. I think 
we all realize that in the early days of railroading each railroad was built without 
regard to any other, and to subserve some particular purpose. After a time those 
roads began to be connected together, and different lineB formed associations to 
make through lines. These associations after awhile developed gradually a sys¬ 
tem of rate making from what was previously chaos as regards anything like 
through rates. The through rates originally were the sums of rates of the various 
roads over which traffic was carried, and after the roads began to get together to 
make through rates there necessarily was interference on the part of certain lines 
with other lines in competition, bringing about wars of rates. The competition 
was not confined to railroad lines, hut embraced markets also. The result was 
that an understanding was arrived at, after these several railroad wars, to make 
certain rates to the seaboard and ail agreement as regards differentials. Those 
differentials were arrived at in the first place. I imagine, by agreement and by com¬ 
promise and by concessions on the part of some lines, and by meeting the demands 
for the control of the situation on the part of others, the shorter lines from the 
West to the nearest seaboard, of course, claiming the right to make a lower rate 
than the longer lines to more distant ports or tc the same ports. In that way the 
differential as between New York, Philadelphia, and Baltimore was first estab¬ 
lished, and it developed finally into a system of making rates under which, so far as 
trunk-line business is concerned, Chicago and New York are taken as 100 per cent 
points, on which all rates are based. 

Q. (By Mr. Clarke.) Is the differential in favor of the shorter and more 
direct route, or in favor of the more roundabout route?—A. It is in favor of 
the shorter, more direct route, although it results in longer lines between the 
Western point and an Eastern point being obliged to make the same lower rate, 
and getting the benefit of the lower differential, which is fixed by the shorter 
line. What I mean is this: Suppose the Baltimore and Ohio Railroad from Chicago 
to Baltimore is 100 miles shorter than some other line, which may be the same dis¬ 
tance from Chicago to New York as from Chicago to Baltimore. It results nec¬ 
essarily in the longer lme from Chicago to Baltimore maintaining the same 
differential as the shorter line from Chicago to Baltimore. 
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9 . (By Mr. Ripley.) How many lines participate in this through traffic from 
Chicago and St. Louis to Baltimore? Does the Southern Railway participate 
at all in through business at the present time from the West?—A. I do not think 
the Southern Railway, the line through Washington, participates to a very large 
extent as far as the Western business is concerned. I am not in position to know 
the relative tonnage. It does participate to a certain extent in connection with 
our line, as far as its new acquisition is concerned, the Louisville, Evansville and 
St. Louis Consolidated, which is a line running from Louisville to St. Louis now 
owned by the Southern. 

Q. is freight hauled in competition with the Baltimore and Ohio, the Pennsyl¬ 
vania, and the New York Central from Chicago to the seaboard points via Cincin¬ 
nati, or Louisville and the Southern Railroad on a long haul, then up through 
Washington to Baltimore or Philadelphia?—A. I do not think it is. If it is it 
must be to a limited extent. We have not seen it in our relations with other lines. 

Q.. TheChesapeake and Ohio, and the Norfolk and Western, however, participate 
in this Western business?—A. Yes. 

Q. And they enjoy differentials?—A. No; not the all-rail lines. There is an all- 
rail line operated from East St Louis, from the West generally, by the Southorn 
Railway and the Louisville. Evansville, and St. Louis Consolidated through Louis¬ 
ville, and the Chesapeake and Ohio, the Norfolk and Western, the Western Mary¬ 
land, the Philadelphia and Reading, and the Central of New Jersey to Baltimore. 
Philadelphia, New York and interior points, but )t is not a differential line. That 
is, it maintains the differentials, the port differentials, but it has no differential 
as compared with the shorter lines like the Union. Empire, the Pennsylvania, and 
the other lines, and the Continental and Central States Despatch. 

tj. What do you mean by those latter companies? They are not railroad com¬ 
panies?—A. No: they are not railroad companies. They are called cooperative 
lines. They are fast-freight lines. 

Q. What is the relation between those fast-freight lines and the railroads?— 
A. They are simply lines within the railroad lines placed under direct control of 
a manager and his assistants, so that they can be operated as one line over 8 or 1 
or more railroads. 

Q. Are they represented by any independent issues of stock or bonds or by cor¬ 
porate existence;—A. No. 

Q. They are merely trade names for a road?—A. That is all, for through move¬ 
ment, and their purpose is to secure through movement, through schedules, and 
give better service, enabling the lines to compete more efficiently for traffic. 

Q. Do they assume any liability as a separate organization?—A. The liability is 
assumed by the railroads. The line, in the settlement of a claim for loss or dam¬ 
age, for example, would adjust it, but the railroads would reimburse the line, or 
the railroad where the damage occurred would do so. 

Q. They maintain a separate fiscal officer- -a treasurer—as a rule; the Union 
Line, for instance?—A. They have separate managementin that way, hut everything 
as regards the Union Line goes into the Pennsylvania Railroad, and I think their 
accounts are audited by the Pennsylvania Railroad in that case. 

Q, May freight rates be made by these fast-freight companies without the 
knowledge or direct participation of the traffic officials of the railroad?—A. Power 
is sometimes given to the manager of the line to do so. 

Q. So that in case he were to make a special rate to a shipper the railroad would 
not have information to that effect or control of it?—A. The railroad would have 
to participate in it, of course. The rate would have to be issued by the manager, 
ana it would have to bo carried out by the railroad, but ho might make a rate 
under certain circumstances without first obtaining the direct authority of the 
line. 

Q. If that were done, then, it would bind the company to the performance of 
the contracts, would it not?—A. Yes: i suppose it would, legally. I know in 
practice it is actually done. The rate would be protected upon acknowledgment 
mude by the manager, but if it was objected to by any line the shipper would be 
notified at once. 

Q. (By Mr. Farquhar.) Is there such a thing known in a case of this kind as 
a cooperative fiscal agent of one of these fast-freight lines making secret rates 
unknown to the general management of the road itself?—A. It might be possible, 
but the fact would develop when an adjustmentof the accounts was reached; bnt 
it would be but temporary, unless, as might be the caBe, the attention of the traffic 
people was not especially called to it and it went through the auditing, depart¬ 
ments and the clerks’ hands without the officers' attention being specially called 
to it. The rule is that the manager of the line oan not make a rate on business 
originating on any line of railroad without that railroad company consenting to 
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his doing so. It is possible for the manager to ma\e a rate with the concurrence 
of some one line, that line protecting the cut without the other roads being a 
party to it. 

Q. (By Mr. Ripley.) The force of that cut, then, would fall upon the initial 
line shipping, or upon the fast freight line?—A. It would be borne entirely by the 
line making the cut. For instance, you have a fast freight line from Baltimore to 
a Western point, which operates over 5 roads, we will say. Now, the third road 
in that line might say to the manager. If you want to make a reduction in a through 
rate to secure certain business by this route as against any other, you are author¬ 
ized, as far as we are concerned, to go to the extent of 2, ;i, 4, or 5 cents a hundred 
pounds, but that road would have to make that deficit good; no other road would 
necessarily be a party to it. 

Q. So that rates might bo cut on a through line over the line of railroad with¬ 
out that particular railroad itself having made the cut?—A. Yes. 

Q. Were any of these fast freight lines formerly separate in their corporate 
existence?—A. They were; yes. They originated under separate organizations. 

Q. What was the general relation as to ownership by the railroads, so far aH 
your knowledge extends?—A. I only know from being in the railroad business 
many years, and from hearsay. I have never had any actual personal knowledge. 
I know that in the old times of the fast freight lines their organizations were 
entirely distinct from the railroads as far as the ownership was concerned, and 
the ownership was to a great extent in the hands of the officers connected with 
the lines over which the fast freight lines operated; thore was also some outside 
ownership. 

> So far as you know, however, no such condition as that exists at the present 
time?—A. I do not know of any case. 

Q. The fast freight lines are merely names for particular routes, but they have, 
however, a certain independence of action in the matter of rates such as has been 
described?—A. Yes, when authorized. 

Q. (By Mr. Litciiman.) When authorized by whom?— A. By the railroad com¬ 
panies over which the fast freight line operates. 

Q. (By Mr. Ripley.) Such cuts are usually authorized by the higher officials of 
the line, I suppose?—A. They would have to be; yes. 

Q. That is to say, a local freight agent, or a freight agent in a particular city, 
would not have authority on his own part to make a special rate?—A. Sometimes a 
contracting freight agent or commercial freight agent at a local point is given some 
discretion in making rates, although thero is very little of that now. There used 
to be a good deal of it, but if you asked me to name a case of that kind, I could 
not do it, because I don’t know of one. 

Q. Does the special cutting of rates appear to be less prevalent than some years 
ago?—A. Markedly so: decidedly. 

Q. To what reason do you ascribe that change? -A. I think the attempt upon the 
part of the larger lines to bring about a better condition of affairs by agreeing to 
maintain rates and to cooperate in carrying out the requirements of the interstate- 
commerce act is the principal reason. 

Q. What is the latest day at which the promiscuous cutting of rates from Balti¬ 
more west was practiced?—A. I think there was some cutting the last of last year 
In some merchandise business, but I do not think it was in connection with all¬ 
rail lines; at least wo were not able to place it there. 

Q. The rail and water lines are allowed to charge less than all-rail lines between 

St. Louis and Chicago and Atlantic ports?—A. Yes; there are differentials- 

Q. (Interrupting.) Is there a rail and water line from Chicago to Baltimore, and 
one from St. Louis?—A. Yes; there is a rail and lake line during the lake season. 

Q. To Baltimore?—Yes; there is the Anchor Line, that operates out over the 
Pennsylvania Railroad, and the Fairport Line, that works out over the Baltimore 
and Ohio to the lakes, and others. 

Q. To what point?—A. To Chicago and Northwestern points during the lake 
season. 

Q. But with an outlet at Baltimore?—A. Yes 

Q. Those routes would certainly be more circuitous than the trunk lines?—A. 
Yes. 

Q. And yet they are allowed by these general agreements with the roads to 
charge somewhat less?—A. That is right; yes. 

Q. What is the specific difference to-day on east-bound traffic between the rate 
from Chicago to New York and Chicago to Baltimore and Newport News?—A. 
You mean on the class rates? 

Q. On grain?—A. I think the difference between New York and Baltimore on 
export grain is 1 i cents. 

Q. Is that arrangement on the percentage basis, or is it an absolute difference 
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S er hundred pounds?—A. It is an absolute difference per hundred. All of those 
ifferentials applying to the seaboard are absolute differences, not percentage 
differences. 

Q. What is the differential in favor of Newpe: News?—A. I do not recall it. 

Q. Is it somewhat greater than that of Baltimore?—A. I think it is. 

Q. That gives an advantage, then, to that port, in that respect, over Baltimore?— 
A. Yes. 

Q. Hus it had an appreciable effect upon the commerce of Baltimore?—A. I do 
not know. I think it has had some effect, and yet it is very hard to say, because 
we find that traffic to a point is influenced by so many conditions. As soon as the 
grain trade drops off at a port everybody in the grain trade and the railroads 
interested think that something has happened to draw the business somewhere 
else, and the next year, under the same condition of rates, etc., the business of 
that port may be greater than the business of the port that had the largest busi¬ 
ness the year before, relatively. So that I personally think that the idea that 
business is drawn from one port to another by the cutting of rates is very often 
eiToneous and that it is due to conditions at the port itself. For example, we find 
in export business that a steamship line at one port will make some specially attrac¬ 
tive rate to fill up, for the time is approaching when it will have a steamer to sail, 
which it doesn’t want to send half loaded. It wants business, and will make a very 
attractive rate. The agents go to tho railroad agents and say, “ Can’t you give us 
some business here? We will give you this rate ' The agents at that port will 
wire to the Western agents and say, “ Here is an ocean rate of so much.” They 
get business in that way. They hustle around, and find that it is very attractive to 
the shippers, and they send a cargo to that port. 

Q. At special rates?—A. Not necessarily at special rates. I am referring to the 
ocean rate, without reference to the inland rate at all. 

Q. Would not there be a strong temptation for a railroad to offer a special lower 
rate over its own line in such a case, in order to induce that business?—A. Where 
there were two or three lines running to that port, and ail had the same informa¬ 
tion, there would be a strong temptation to do so to secure that, business. 

Q. Is any community-of-interest plan going to be sufficient in force to prevent 
that condition?—A. The best plan, to my mind, for bringing about fair dealing 
umoug the roads is either a physical, if it were possible, which I doubt, division of 
the business, or pooling and dividing the earnings between the roads. Either 
plan would take away the incenti\e to cut a rate. 

Q. (By Mr. Litchman.) What would be the effect upon rates of the virtual 
control of the Baltimore and Ohio Railroad by the interests owning and control¬ 
ling the Pennsylvania Railroad?—A. 1 donotthink it wouldhave any effect except¬ 
ing to make the rates steadier, to maintain them, uniform them, I do not think 
it would have the effect of raising rates. 1 think the time has gone by when 
unreasonable rates can be charged, because the competition, from my experience, 
is not simply between railroads, it is a question of market and various other con¬ 
siderations. I think there are very few roads that e\ en in their local territory 
have no competition. 

U. Would it not be the fact that if the same interests controlled both lines of 
railroad that this temptation which you have already spoken of—to cut rates— 
would disappear?—A. Yes. I thought you were referring to the rateB themselves. 
O. No; I was referring to that point.—A. Yes. 

Q. I understand you to say that the differential is in favor of the shortest dis¬ 
tance?—A. What do you mean by “in favor?” Wo mean by “in favor” that it 
is a lower rate. 

Q. I mean to say, is a lower rate given for the shortest distance?—A. I was 
speaking of the origin of these differentials. It does not follow now that the lower 
differential—aud I tried to illustrate that—is necessarily by the short line. 

Q. (By Mr. Far^uiiar.) When you made the differentials, was not there 
another great question that entered into consideration, namely, the facilities of 
your port in handling?—A. Yes. 

Q. Did not Baltimore and Newport News make claims of that kind when that 
arrangement was made on differentials?—A. When the differential was first made 
1 did not have any business in Newport News. 

Q. Are not two features of your differentials now considered in making the 
differentials—the short line and the facilities of the port in handling?—A. That is 
true. 

Q. Those are the only two features on which you make a differential?—A. You 
are going beyond me, because I am not connected with the trunk-line committee, 
or with a trunk-line road, nor am 1 a party to the making of those differentials. 

Q. Does your differential in Baltimore cover your transfer charges?—A. It 
covers the delivery on board ship. 
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Q. (By Mr. Litchman.) I am still befogged on this question. At the same rate 
from Chicago to the seacoast, would traffic preferably seek the shorter line?—A. 
Not necessarily. It would depend upon the facilities and the market. 

Q. Assuming that the conditions are equal to the port of foreign exit?—A. 
Everything being exactly the same, markets and facilities, and everything of that 
kind, I should think the question of time would be a consideration, and that would 
necessarily be in favor of the short line. 

Q. Why, then, in addition to that, is there a difference given to the lower rate 
for the shorter distance?—A. On the ground originally that the shorter line can 
operate more cheaply than the longer line. 

Q. And that same reason exists at the present time?—A. As I said before, there 
are so many conditions now surrounding the transportation of freight that a great 
many of the original ideas have been entirely lost sight of. Take a local territory 
of our own, for instance, where we have a short line 87 miles to a given point. 
There is another line 104 miles to that point, and there is still another line that is 
158 miles between those two points. 

Q. (ByMr.RiPLKY.) What are those points?—A. I was speaking of lines between 
Baltimore and HagerBtown, Md. Our line from Baltimore to Hagerstown is 87 
miles, that of the Baltimore and Ohio 104 miles, and that of the Pennsylvania Rail¬ 
road is 158 miles. The rates by all 8 lines are exactly the same. Originally the 
rate would have been highest for the longest road. 

Q. (By Mr. Litchman.) That being the case, there is no inducement for a per¬ 
son to send by the longer route, I should think. Is that not true?—A. That is true 
to a certain extent. It depends upon the location of the shipper, the receiver, the 
terminal facilities, etc. A good many of those things come in outside of the ques¬ 
tion of the mere length of the line. 

O. Can you give any instance of a distance, say, of 120 miles between Baltimore 
and Hagerstown on the Pennsylvania road of the rate charged as compared with 
the rate charged Hagerstown?—A. I can not. I know that they have, as other 
lines have, a mileage tariff, which tariff is based upon distances, but that that is 
sometimes ignored. It has to be by the iBsue of class and commodity rates to meet 
the special conditions of the short line. 

Q. In other words, when yon strike a competing point the established tariff fol¬ 
lows the conditions and not the schedules?—A. It is obliged to. 

Q. And it might happen that for the shorter distance on their own line a shipper 
would pay a higher price than was paid to the terminal at Hagerstown?—A. No; 
that limits the rate to all intermediate points. 

Q. That is what I asked, if you knew of any instance of a higher charge lietween 
the starting point and Hagerstown than the through rate?—A. I beg pardon. 1 
misunderstood your question. I thought you asked if 1 knew of any charge on 
the Pennsylvania Railroad for a distance of 120 miles that was higher than our 
charge for 87 miles. 

y. No; I meant just the other way.—A. No; I do not know of any case where 
a higher charge is made to an intermediate point. 

Q. (By Mr. Ripley.) Do you observe the long and short haul clause?—A. We 
do; we observe it not only in interstate business, but in intrastate business, be¬ 
cause we find it is the only convenient way; we can’t have two policies. 

Q. You are aware of the existence in many parts of the South of a contrary 
practice?—A. Brought about by water competition? 

Q. By water competition.—A. Yes. 

Q. Are you aware of such violation of the long and short haul clause in any 
territory north of Virginia?—A. I am not. 

Q. You said that you found it better practice for your road to observe that sec¬ 
tion?—A. Yes. 

Q. Can you explain further what you mean?—A. It is a disadvantage to those 
located on the line of the road and it is a great inconvenience to the railroad com 
pany to have right in the same territory a different method of making rates for 
interstate business and intrastate business. We cross the State lines of Pennsyl¬ 
vania and West Virginia some 8 or 8 times; a good deal of onr local business is 
interstate, and we feel that we wonld be going a good deal out of our way to have 
to adjust our mileage tariffs so as to make a higher rate to a point just within the 
State than to a point a mile beyond, just without the State. It would be a disad¬ 
vantage to the community, and in that way a disadvantage to the railroad com¬ 
pany, for I hold that the interests of the two are mutual, and that if we do any¬ 
thing that disadvantages any particular community or any set of shippers it 
redounds to the injury of the railroad, and not to the benefit of it in any way, 
shape, or form. 

Q. Would you say that that assertion is universal in itsapplication?—A. I think 
it is. 
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Q. Can you conceive of a case where it might be to the interest, temporarily we 
will say, of a railroad, or the particulai manager of a railroad, to build up certain 
towns or sections at the e cpense of others?—A. I can conceive of its being to 
the interest of a railroad to build up a town, but not at the expense of others. 
We would be very glad at certain local points upon our road to offer inducements 
to large establishments to locate there. We would not pick out any particular 
place or particular town for them to locate in, but if a large concern came to us 
and said. “ We want to put up a factory at this point; what will you do for us?” 
we would be very glad to aid them in every reasonable way. 

Q. Wouid the conditions be the same, however, if that large establishment were 
a jobbing house—wholesale distributers of products—rather than a factory?—A. 
I do not think it would make much difference. 

Q. Might it not be to the interest of that town to absorb and control the whole¬ 
sale business of a large section, and might not the other towns be injured if speciul 
or peculiarly low rates were granted to that town?—A. We would not meet the 
case by granting special rates for their product. We might do this: We might 
say, “We will go to the expense of putting in a siding for you,” or “ We will make 
a special rate on your building material to erect your establishment,” but it would 
be a direct discrimination, to my mind, if that establishment got rates not given 
to similar establishments on the line to other points. That we would not do. I 
do not Know of any practice 01 that kind. 

Q. Is that not the true effect ot the basic point system of the Southern States, 
to build up certain t >wns at the expense of intermediate territory? Allowing that 
there is justification at the outset in the existence of water competition, is not 
that the effect of the system?—A. I am not t ami liar with the effects upon the 
Southern States of the policy pursued—of the present basis of rates. 

Q. You referred to “commodity rates”a little while ago. What do you mean 
by commodity rates?—A. The rates on such articles as lumber, coal, iron, pig iron, 
articles of that kind that could not be handled or moved in large quantities under 
class rates. 

Have you ever hoard of the inclusion of special commodities, of special 
products under the head of “commodities, " which were not in bulk; that is to 
say, are commodity rates, so called, ever made a cover tor granting lower classifi¬ 
cation on certain classes of goods?—A. For granting a lower rate, yes; they prac¬ 
tically go in a lower classification. 

Q. That is to say, commodities which might be classed as merchandise other¬ 
wise are taken out of the classified series and named as commodities?—A. Yes. 

Q. So that the expression “commodity rate” does not necessarily apply to send¬ 
ing lumber or bricks, but it means any rate which is made special for that com¬ 
modity?—A. Any rate that is made outside of the ordinary merchandise classifi¬ 
cation. 

Q. Are such commodity rates on merchandise more frequently made now than 
they were? Is the practice common at all?—A. There are a great many commod¬ 
ity rates, but as compared with some years ago there has been a very great reduc¬ 
tion; an immense number has been wiped out. 

Q. To which classification is your road subject?—A. The official classification 
as a rule. The southern freight classification applies to some territory south. 

Q. What are the differences between those two classifications in the main?— 
A. There are very considerable differences, and it would be hard to state off¬ 
hand what those differences are. I think myself as a rule the southern classifi¬ 
cation is higher than the official, although there are cases just the reverse; but I 
should suppose, taking it as a whole, that articles are classified a little higher. 

Q. Is it more complex, more intricate, than the official, or the reverse?—A. I 
think is is more complicated. 

Q. Can you assign any reason in the nature of the railroad business why this 
should necessarily be so?—A. There is a very decided advantage in a uniform 
classification. 

(^. For the country at large?—A. For the country at large, very decided; but 
even with a nniform classification, on account of the varying character of the 
traffic, it would not work satisfactorily in all sections; and I take it, without hav¬ 
ing had anything to do with the making of the southern classification, that the 
reason it is adhered to is because they consider that it answers the purposes of the 
traffic to and from their section much better than the official classification would, 
although personally I would be very glad to see a uniform classification applicable 
everywhere. 

Q. What is the general attitude of traffic officials, so far as you know, respecting 
the desirability of a nniform classification?—A. I think they would all agree that 
a uniform classification is desirable. 

Q. Is there a noticeable tendency in that direction?—A. The official classifies- 
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tion, as you are aware, was the result of the endeavor to secure uniformity in 
classification. 

O. Are the official, the western, and the southern classifications becoming more 
uniform, or are they tending to draw apart?—A. 1 think that each is about holding 
its own. There may be a slight tendency to get together in some cases. 

Q. Would there be any specific, any inherent difficulty from the railroad point 
of view in the application ot a uniform classification for the entire country as 
regards the handling of traffic and making of rates? Will you suggest such objec¬ 
tions as they exist?—A. I do not know of any objection. I think it would bo a 
godsend to the railroads if we could have a uniform classification applicable every¬ 
where. It is a very difficult matter to know what a rate is where two or three 
classifications apply, although this is not true to the same extent that it was some 
years ago when we used 10 or 15 different classifications. 

Q. In making a rate from official territory into southern, which governs?—A. 
To certain southern territory the southern classification governs, and to territory 
which is governed by trunk-line conditions the official classification applies. 

Q. To what territory do you refer?—A. For instance, via southern lines operat¬ 
ing into East St. Louis or that territory the official classification applies. There 
are some exceptions: I am not sure exactly how they are limited. 1 only know 
that as far as the all-rail lines are concerned and in our own territory the official 
classification applies excepting to certain exclusively so-called southern territory. 

Q. The classification, as now drawn up. is made without participation of ship¬ 
pers, is it not?— A. The shippers have a right to and do make their representations 
to the classification committee, either directly, or through some traffic official of 
some road that they are acquainted with and who knows the ground for their 
claims and who may be favorable to them, or otherwise. 

Q. Wou.d it be possible to la\or certain interests in the preparation of such a 
classification?—A. it would be possible. 

Q. Is such a practice known?—A. I do not know. 

Q. In your experience, what would be the difficulty in allowing supervision over 
sucii classifications by the Interstate Commerce Commission?—A. The only diffi¬ 
culty that I could see would be that it would be similar to supervision over the 
work of experts by inexperienced persons. 

Q. (By Mr. Ripley.) You admit, however, that it would be possible to make 
up a classification which should favor certain interests?—A. It would be; but 
those who prepare the classification represent so many varying interests that I 
think it would not be practicable to do it. It would be possible, of course, by 
an agreement on the part of all of those engaged in making up the classification 
to make the classification such that it would favor certain interests, but I do not 
think that is at all probable. I have never seen anything of it in our own tariffs 
or classification. I have seen things that we objected to. 

Q. Do you have anything to do as a traffic official, or does the Baltimore freight 
bureau have anything to do, with classification?—A. No. 

Q. Is your road represented upon the classification committee?—A. No. 

Q. The preparation of such a schedule, thon, is entirely independent of many 
roads in the country?—A. It is; but all of those roads, I suppose, judging from my 
own experience, have not only the right but are requested to make suggestions. 
Whenever there is a change proposed in the classification I always receive notice, 
with a request to make suggestions. 

Q. Are such requests sent to shippers, so far as you know, or merchants' asso¬ 
ciations or others?—A. I do not know. 

Q. Have you any knowledge as to whether they participate at all in making up 
the classifications, or is it entirely done by the railroads?—A. I understand that 
when the committee meets it considers all the suggestions that are made, not only 
from the railroads, but from shippers. Shippers do make suggestions. I have sent 
some suggestions as to changes myself that have been made through me by 


shippers. 

Q. (By Mr. Kennedy.) You are quite familiar with the different classifications, 
are you, Mr. Griswold?—A. I am more familiar with the official classification, 
as that is the one that we constantly use. 

6 . I would like to ask you if there has been in the past year or so a very consid¬ 
erable increase, a practical increase, in the rates by changing articles from a lower 
to a higher classification?—A. There was a considerable change in classification, 
but afterwards a large proportion of those articles were embodied in a supplement 
to the classification, allowing a 15 and 20 per cent reduction from the advanced 
classification. ....... 

Q. Is it not true that rates have practically been increased considerably in the 
last year or two by changes in classifications?—A. I can not say that there has been, 
by a change in the classification, an increase all around. There have been some 
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increases in the particular respect of which you spoke just now: but, as a rule, out¬ 
side of that I do not think there has been much advance in the classification. 

Q. A gentleman who represented the business men of New York stated the other 
day that there had been a great many such changes, and he also said that an exam 
ination of the classification sheets will show that in many instances the profits of 
these great industrial combinations, or many of them, were not changed at all, 
instancing the International Paper Company; there had been no change made that 
affected them. But the changes were made, as a rule, against the small producers 
and manufacturers, and not against the great industrial combinations. Can you 
state from your familiarity with the classification sheet whether that is appar¬ 
ently so or not?—A. To properly reply to a question of that kind would require 
some examination particularly of the classification, with the object of ascertaining 
the correctness of that statement. I have not noticed anything of that kind that 
would affect especially the smaller shippers as against the large concerns. There 
have not been many changes in the paper rates, and my understanding of that 
particular case is that it is due more particularly to the fact that the Eastern lines 
maintain certain rates to Western points on paper shipments in carloads, and that 
the interior lines, the lines in New York. Pennsylvania, and Maryland, are so lim¬ 
ited by reason of the rates that were made from the New England States that they 
could not make changes. In fact, we had at one time to make some reduction to 
meet the New England situation and put tho shippers in our territory on as favor¬ 
able a footing as we could in their competition with New England territory. 

Q. (By Mr. Faiiquhar.) You can raise rates to shippers through classification 
without touching your tariff?—A. Yes. 

Q. Within late years, since 1890, do you think that has been done?—A. I think 
there have been some advances in classification since 1890, but with the exception 
of the particular case that Mr. Kennedy spoke of I do not think it has been very 
general. 

Q. (By Mr. Kennedy.) I would like to have it explained how that could be 
done,—A. If an article in the classification placed in tnird class is taken and put 
in the second class, the change would have tho effect of advancing the rate from 
that of the third to that of the second class. 

Q. (By Mr. Fauquiiau.) You spoke of a supplemental schedule. Was not that 
supplemental schedule mado to equalize the inequalities by raising the rates with¬ 
out changing the tariff?—A. Tho effect of the supplement to the classification was 
to reduce the rates in many cases, and thus remedy soino of the inequalities of the 
classification. 

Q. Without making an entire re\ iew of tho whole schedule?—-A. Yes. 

Q. (By Mr. Kennedy.) I want to ask if uniform classification is practicable?— 
A. It is very desirable. Whether it can be accomplished or not is a question that 
has bothered a good many railroad people and others, too, for years. There have 
been many attempts to bring it about, but I do not know whether it can be done 
or not. 

Q. What are the principal obstacles in the way of uniform classification?—A. 
The varying conditions in different sections requiring different classifications on 
account of the volume of certain commodities and certain merchandise in one 
section, and the fact that one section may be a producer of certain classes of mer¬ 
chandise to a large extent. A railroad can afford to take a large business on a 
little lower basis than a road in another section that lias a carload where, in the 
first section, we will say, the road may have a hundred carloads. Tho conditions 
are so varying. 

Q. Those obstacles of that kind seem to be almost insurmountable, then?—A. 
As far as I can see, they are, up to this time. It is not so much, it seems to mo, a 
reconciling of the railroads as it is a reconciling of the existing conditions in the 
different sections of the country. 

Q. (By Mr. Ripley.) How is the rate on coal used by manufacturers to Balti¬ 
more fixed? Can you state what the rate on coal from, wo will say, the West Vir¬ 
ginia and Virginia fields is?—A. The rate is $1.45 from the Cumberland and 
the West Virginia Central coal fields to Baltimore by the Baltimore and Ohio 
Railroad. 

Q. Without distinction as to distance?—A. Yes. 

Q. That is, from all places in that soft-coal field the rate is the same?—A. No; 
there is a territory beyond that section—I forget what it is called—from which 
the rates are higher and also the gas-coal field. 

Q. Is that because there is a difference in the quality of the coal or because of 
the distance? How does the rate on coal from those fields to Baltimore and that 
from the same fields to Philadelphia compare?—A. I understand that they are the 
same. I would like to say that, while we are a carrier of that material as an inter¬ 
mediate line, the business in our case originates on the Baltimore and Ohio Rail- 
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road. I do not think I am as familiar with the conditions and the methods and 
provisions for the making of rates as I should be to answer those questions. 

Q. But the rate is the same, whether it is to Philadelphia or to Baltimore?—A. Yes. 

Q. Does not that occasion some complaint in Baltimore?—A. I think it does not. 
The matter was taken up by one of the papers, and as it dropped the subject 1 
suppose it saw that if the contention and the methods as suggested were carried 
out logically it would work in some cases to the direct injury of Baltimore as 
against Philadelphia. 

Q. In what way?—A. By reason of Philadelphia having its own coal fields, with 
some lines as short to Philadelphia and longer to Baltimore. 

(^. In other words, Philadelphia enjoys the same rate as Baltimore does to the 
coal fields tributary to you because she has other fields from which draft might 
be made?—A. Yes, and the rate is the same. If I was representing the Baltimore 
and Ohio Railroad, I should say that the rate to Philadelphia wag made the same 
as to Baltimore because of the fact that the rate from the Pennsylvania fields is 
the same to Philadelphia as the Baltimore and Ohio rate is to Baltimore, and that 
while it brings business to the Baltimore and Ohio Railroad to engage in the Phila¬ 
delphia traffic it does not hurt Baltimore. 

Q. In other words, if they raised the rate to Philadelphia, coal would come from 
other points?—A. I f they raised the rate to Philadelphia, they would not haul any. 
The Pennsylvania would haul all the coal to Philadelphia. 

Q. Have you any knowledge as to the relative proportion of soft-coal tonnage 
in Philadelphia from the two fields, the Pennsylvania and the Southern? Js the 
proportion increa-ing from the West Virginia and tributary coal fields?—A. I 
think it is, but I am merely judging from our own traffic in connection with it. I 
have no statistics at all. I am speaking merely from observation. 

Q. You make a through rate from Baltimore to Northern po:ts—Boston, for 
instance—on coal?—A. I have nothing to do with that at all. 1 am not familiar 
with that question. 

Q. Are through rates made to Northern ports by combined rail and water through 
Baltimore?—A. Yes. 

Q. What is the principle of division that is usually accepted? Is there any 
rule?—A. I do not think there is any rule. I think, like all water freights, they 
vary as far as the water rates are concerned. 

O. It was testified before this commission a few days ago that Baltimore enjoys 
a distinct advantage below New York on west-bound traffic as well as east-bound. 
Is that so?—A. You are speaking about merchandise? 

Q. About merchandise.—A. Yes. 

Q. What is the differential in that case?—A. I think it is, first class 8 cents, and 
from that down to 3. I think it is 3 cents on sixth class. 

Q. By which you mean if the rate on a certain commodity first class from New 
York is 50 cents to Chicago, the rate from Baltimore is 42?—A. Yes. 

Q. In other words, you enjoy an 8 cent lower rate?—A. Yes. 

(^. Does not this give Baltimore a distinct advantago in the importation of prod¬ 
ucts from abroad?—A. I do not know that it does. As 1 said some little time ago, 
there are so many conditions surrounding transportation and traffic, merchandise 
business, and commerce outside of the actual freight rate that a low freight rate 
from a given point might not be attractive at all to a shipper as compared with a 
higher rate 1 rom some other point. 

Q. Will you specify some of these conditions which might, for instance, make 
it not to the advantage of a shipper to go through Baltimore to Chicago when he 
could get a rate of 42 cents instead of 50?—A. Yes. The larger number of regular 
steamsuiplinesplying between New York and foreign ports—and not only of regular 
lines, but of tramp steamers—where ocean rates might be made, and sometimes 
are made, lower than to Baltimore, which ocean rate in connection with the inland 
rate might be lower than the ocean rate via Baltimore in connection with the inland 
rate. For e .ample, we will take Liverpool: Suppose, without any regard for 
actual figures or market figures, a steamship line made a rate of 20 cents from 
Liverpool to New York and of 30 cents from Liverpool to Baltimore on some Chi¬ 
cago business. The advantage in favor of New York, leaving out any other con¬ 
ditions, would be 2 cents a hundred pounds on first class. 

Q. Ordinarily the rate is the same from Liverpool to Baltimore as from Liver¬ 
pool to New York by water?—A. Generally about the same, although there are 
cases, especially whero they are looking for business, where there are special rates. 

Q. You spoke some time a^o about reducing the differential. What did you 
mean?—A. I meant that the differential from Chicago was reduced now to 14 cents 
on export grain, whereas it used to be 3 cents. 

Q. It used to be 3 cents and was reduced to lj?—A. Yes. 

Q. To what extent do Baltimore merchants compete with New York merchants 
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in middle and southwestern territory? Are the rates so fashioned at all as to 
enable a large or considerable development in this direction?—A. I think Balti¬ 
more’s principal business is in the southeastern territory. 

Q. (By Mr. Kennedy.) Are you familiar with the wa'er rates down the coast? — 
A. Offhand I could not tell you the conditions, but of course we are governed by 
them. 

Q. Is the rate by water from Baltimore down the coast to a coast place reached 
by one of these Southern railroads practically the same by water as by rail, or is 
there any great difference between them?—A. We find that the water-line rates 
are very much lower than ours. 

Q. And the steamship lines are not controlled by the railroads that go into the 
same territory in the matter of rates?—A. No; I know that if the rail lines did 
control, in many cases the differentials would be done away with entirely, because 
the reason for those differentials no longer exists in our opinion from a railroad 
standpoint. 

Q. But they do exist?—A. They do; but there are some exceptions as to their 
application. 

Q. Can you say what the difference is between rad rates and water rates from 
Baltimore to a Southern coast town?—A. That is hard to state, because there are 
very large and very considerable differences. 1 forget how those differentials run. 

Q. But you say from the railroad point of view there is no reason why there 
should be those differences in the rates?—A. That is, to common territory I think 
they should not exist. I know that other railroad traffic officials have said the 
same. 

Q. Can you say why they should not be?—A. The reason why differentials 
between the water and rail lines, we will say, from Baltimore to certain Southern 
territory were allowed was because of insurance, and it is claimed, the disadvantage 
to the business in handling and the poorer time made. The water lines insure 
now and the shippers do not have any insurance to pay. They make just about as 
good time as the rail lines, and therefore we feel that there is really no difference 
in the service. 

Q. You feel that there is no difference in the cost of the service; you mean to 
the different transportation lines, water and the rail?—A. I do not suppose there 
is much difference; there would bo some. While I am not familiar with steam¬ 
ship and steamboat questions 1 know that the water lines have more handling at 
wharves than the rail lines, but, on the other hand, they have water transportation 
for a portion of the way, which is much cheaper than rail transportation. 

Q. Are there any lines down the coast that are owned and controlled by the 
railroads that go into the Southern country?—A. I do not know of any from our 
section, from Baltimore. 

Q. (By Mr. Ripley.) Is the Old Dominion Lino entirely independent of the 
railroads?—A. I do not know; I never supposed or understood that it was actually 
controlled by any ownership of the railroads, although I do not know at all. 

Q. Bo you mean to say that the rates between Baltimore and Boston by rail and 
by rail and water are appreciablv different at the present time?—A. I do not think 
that question came up before. It was the Southern points we were discussing. 

(^. Would that same condition apply to Boston? Is there a differential allowed 
to steamship lines/—A. I think the rates of the Merchants and Miners’ Line 
between Baltimore and Boston are lower than the all-rail rates between Baltimore 
and Boston. I am not sure about that. That is not in the direction of our traffic. 

Q. Up and down the coast, then, either north or south, the steamship lines enjoy 
the privilege of charging lower rates?—A. Yes. 

Q. Is there actual water competition, to your knowledge, at interior points on 
the Southern rivers which might have communication down those rivers by water 
with the ocean steamers along the coast?—A. At Memphis and points like that? 

Q. At points like Memphis, or Macon, or Montgomery; I mean interior points.— 
A. At Memphis there is. decidedly. 1 think at all those points. 

Q. Actual water competition—that is, steamers to ply up and down those 
rivers?—A. Oh, you mean via the rivers? 

Q. I am referring to the rivers.—A. No; I do not know of any. I beg your par¬ 
don. 1 thought you were referring to the coast steamers to and from the South¬ 
ern ports into the interior. I do not know of any competition of that kind. 

Q. You know of no lines?—A. No; I do not know of any such river lines. 

Q. Is not the justification for the lower rates given to many towns and cities 
based on the assumption that there is water competition from Northern ports?— 
A. I never knew of the rates being based upon such interior river competition. By 
water competition we have always understood the meaning to be the coast steam¬ 
boat lines in connection with rail lines from the Southern ports. 

Q. There is not supposed to be any actual active competition up those rivers, 
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making through water rates from Northern points to those interior cities?—A. I 
have never seen any from our territory. 

Q. Does any cotton come north to Baltimore?—A. Yes. 

O. You mean for export?—A. The Baltimore and Ohio hauls cotton through 
Baltimore. 

Q. Have you any knowledge of the rates charged on it?—A. No. 

Q. Does any cotton go through Baltimore to New England points by rail?—A. 
I should think it would through the Baltimore and Ohio Railroad and the lines via 
Washington. 

Q. Have you any knowledge of the difference between the Baltimore rates and 
the Norfolk rates? Is there any active competition in carrying cotton to New 
England through the lines which center at Pinners Point or Norfolk?—A. 1 will 
have to ask you a question: Do you mean by through Baltimore the same as 
through Pinners Point? 

Q. Yes.—A. That is, that the cotton is brought to the seaboard by rail and 
thence via water to Boston? 

Q. Yes.—A. There is, I think, much more brought through Pinners Point 
than through Baltimore. I do not think there is much via Baltimore. 

Q. What is the difficulty in shipping through Baltimore?—A. I am not familiar 
with that. But there is only one regular steamship line from Baltimore to Bos¬ 
ton, and that is the Merchants and Miners. 

O. They do not carry any cotton?—A. 1 do not think they do. 

Q. What is the class of merchandise usually carried north?—A. It is very mixed, 
varied; but I am really not competent to answer those questions about the Mer¬ 
chants and Miners’ Line and their business. 

O. The point I want to bring out is this: Whether the growth of Pinners Point 
and of Norfolk has affected in any way the commerce through the port of Balti¬ 
more?—A. I am not prepared to answer that question. 

Q. (By Mr. Kennedy.) I want to ask one question about Hagerstown. 1 believe 
you said there is one line that is 87 miles long from Hagerstown to Baltimore, and 
another 104, and another 158. I would like to ask you whether, if all three of those 
roads come practically under one management -I understand that two of them 
are now—what will be the effect, so far as Hagerstown and Baltimore traffic is 
concerned? Will it go over the one line?—A. I should say that is guessing a little. 
I do not know what the policy would be under those circumstances. In all prob¬ 
ability I should think that the business would be taken by the shortest line; but, 
at the same time, each of those three lines have different locations in the city, and 
there is certain business that one lino gets now as against the others that is simply 
due to location. It is more convenient for the shipper, because the time is about 
the same by all three; the longer line has to make good deal better time to make 
delivery. 

Q. Is there too much railroad convenience between Baltimore and Hagerstown 
from a railroad point of view? We have heard a great deal about this extrava¬ 
gance of paralleling lines, etc. I would like to ask you whether, in your opinion, 
there is more railroad facility between Hagerstown and Baltimore than is neces¬ 
sary for the Hagerstown and Baltimore business?—A. Oh, yes. The whole busi¬ 
ness of that section could be handled by one railroad. 

Q. Are they separate lines? They are not main lines at all, either the Baltimore 
and Ohio or the Pennsylvania, that you speak about?—A. No; the Baltimore and 
Ohio reaches Hagerstown through a branch line some 24 miles from tne main line. 
The Western Maryland is a main direct line. The Pennsylvania is via the Northern 
Central division and the Cumberland Valley road. 

Q. Would it be an object, in case all theso three roads come under one manage¬ 
ment, to let one or more of the lines fall into disuse altogether, or any parts of 
one or more of those lines?—A. I do not see how they could. There is other busi¬ 
ness, much greater business, in various other sections entirely independent of the 
fact of these three lines running there, that would have to be conserved, and which 
would maintain the lines. 


Q. (By Mr. Ripley.) You said sometime ago that the last time of which you 
had knowledge of rates being cut was at the close of last year. Is it not true 
that in the autumn, when a great deal of grain is moving east there is a strong 

incentive to cut rates in order to fill the empty cars west bound? Is not that- 

A. (Interrupting.) Well, theoretically there is. But I do not think that that cuts 
much figure when it comes to cutting rates. I think it is more due to the anxiety 
of the solicitors to secure business. I do not think they consider much the fact 
that the cars are going west empty. 

Q. Have you heard of such a thing as a rebate sheet?—A. I do not know what 
is meant by a rebate sheet. I know what rebates are. 

Q. Have you any protection against a shipper where you suppose he is mis- 
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classifying goods? Would it pay you ever to call for an investigation?—A. You 
mean similar to inspection? 

Q. \ es; that is to say, are you not bound usually by the classification and speci¬ 
fication which the shipper makes of the goods?—A. Yes. As a rule our agents 
and our receiving clerks are supposed to watch closely and see that the articles 
conform with the invoice furnished, but they can not know what the hidden con¬ 
tents of the cases are without examination, of course. 

Q. If you were too particular about that would not the shipper be likely to send 
his goods by another road sometimes?—A. If one line has inspection and another 
has not, a shipper would bo very likely to use the line that has no inspection. 

Q. Have you an inspection bureau at Baltimore?—A. We have not. Nothing 
outside of our own agents. 

Q. Does each line maintain its own inspection agents at Baltimore?—A. No; 
there is an inspection bureau in connection with the Baltimore and Ohio and the 
Pennsylvania railroads, but 1 think that has not been extended to any other lines 
out of Baltimore as yet. 

Q. As a matter of fact, then, the shipper is put upon his own honor in classifying 
goods?—A. Yes. 

Q. And by the shipper making misclassifications and by acquiescence in them 
by the railroad, rates might be practically cut, might they not?—A. They could be. 

Q. Have you any knowledge of roads which are confessedly not too particular 
in that respect?—A. No; the lines with which we come in competition have their 
inspection, and our instructions to our own people are to inspect carefully. 

Q. Would there be any advantage in subjecting such inspection to Government 
control in any way, and having inspectors, as they are appointed in the Western 
States, for grain and other traffic, to see that the classification corresponds exactly 
to the goods contained?—A. Under certain conditions, I think, at least it would 
save the railroads the expense of doing the inspecting. 

Q. Would it not insure the equal treatment of all shippers, supposing the sys¬ 
tem worked honestly?—A. 1 think it would, and I think the present method of 
inspection insures equal treatment. The inspectors do not know who shippers 
are, and they are changod about from station to station. 

Q. (By Mr. Kennedy. ) Have the jobbing merchants of Baltimore any just com¬ 
plaint that they are not equally favored with New York and Philadelphia mer¬ 
chants as far as radroad rates are concerned?—A. I do not think they have. That 
is a pretty broad question. 

Q. (By Mr. Litchman. ) Is there any complaint that there is discrimination in 
favor of Baltimore at the expense ot New York and other jobbing points?—A. I 
do not know of any. Periodically there are complaints on the part of Baltimore 
of discrimination in favor of some other points, and 1 see the same complaints 
periodically of other points regarding discriminations in favor of Baltimore. 
Sometimes the complaints come out in Philadelphia and sometimes in Baltimore. 

Q. That is due more to temporary conditions rather than to permanent condi¬ 
tions?—A. I think so. 

Q. (By Mr. Ripley.) What would bo the effect if the New York Central and 
the Pennsylvania railroads should bring their rates down on east and west bound 
freight to the level of the Southern ports—Chicago rates?—A. I think the effect 
would be to injure Baltimore business very considerably. 

Q. And correspondingly mure to the advantage of those other cities?—A. Yes. 

Q. Would there be any remedy open to Baltimore?—A. I do not know of any 
excepting—I do not know of any remedy. I was going to say except that of bring¬ 
ing Baltimore up to the same financial basis and giving her the same facilities for 
doing business on a large scale and all those conditions that New York enjoys. 

O. Any attempt of that kind would be met by cutting rates on the Baltimore 
and Ohio and the other roads, would it not?—A. Yes. 

(J. Suppose the Baltimore and Ohio is controlled entirely by the Pennsylvania 
Railroad, would it not be possible for the Pennsylvania Railroad to reduce its 
rates and to add the same to the present Chicago-Baltimore revenue and still not 
allow its rates to be cut under that figure, thereby injuring the city of Baltimore?— 
A. If all lines were under one control that would be possible, but if the Baltimore 
and Ohio and the Pennsylvania were under one control that would not necessarily 
follow, because there are other lines. 

Q. No control of the Baltimore and Ohio by the Pennsylvania is feared by the 
city of Baltimore?—A. I have not heard of any expression of fear. 

Q, (By Mr. Kennedy.) Is there any fear that the practical control by one man¬ 
agement or the consolidation of all the trunk lines will bring about an equality 
between New York, Philadelphia, and Baltimore?—A. I have not heard of any. 

Cj>. Did you see a dispatch asserting this to be practicable?—A. A general con¬ 
solidation? 
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Q. Yes.-A. No. 

# Q. Would there be any object whatever in bringing about a general consolida¬ 
tion with the center of influence in New York City?—A. I do not see that there 
would be. It wou'd be similar to obtaining control or ownership of all the roads 
in the country and running those roads in the interest of one point, which would 
be against the interests of the railroads themselves. 

Q. (By Mr. Litchman.) Would not there grow up out of that consolidation 
what would virtually be a pooling of traffic?—A. There might by community of 
interest or by the consolidation of lines be brought about a condition that would 
result in absolute maintenance of rates, but I do not think it would bring about a 
uniformity of rates between all Eastern ports and Western points. 

Q. Would it not bring about an adjustment of rates so that there would be 
no unfair discrimination as against one port compared with another?—A. That 
question of what are fair rates as between the different ports is one that has been 
gone over and studied and worked out by the various railroad lines in past years, 
resulting in the present system of rates. The discriminations, in my judgment, 
have not so much been duo to tariff rates in the past as they have been to disre¬ 
gard of tariff rates at different points. 

Q. Such a combination would eliminate substantially all competition, so far as 
the United States is concerned, would it not?—A. I do not see how it would. 

Q. If all the lines running east were substantially under the control -of one 
management in a community of interests, would not that consolidation eliminate 
competition?—A. I think the competition between railroads is merely a percentage 
of competition. There was a time when competition between two railroads or 
between two sections was due to the fact that theie were two railroads.’ But in 
my experience, in our local territory where we have no other railroads, we feel 
competition, the influence of markets, inducements in the way of facilities and 
prices at various points, and we have to meet the competition of markets, if we 
are going to do business on the line, as much as we do the competition of other 
railroads. 

Q. The cost of transportation enters very largely into the cost to the consumer?— 
A. It does. 

Q. Is it not true that the so-called Vanderbilt system, the Pennsylvania system, 
and the Baltimore and Ohio system are substantially all of the lines concentrating 
at New York?—A. They control to a very great extent the situation, although 
there are other lines that are not controlled by them and that do affect the rate 
situation. 

Q. It is asserted that the Baltimore and Ohio and the Pennsylvania are under 
one control and that that control is being managed in a community of interest 
with the Vanderbilt system. That being the case, is not the result the elimination 
of competition between those three systems?—A. Between those throe systems to 
a certain extent, if the premise is correct; but it does not eliminate the competi¬ 
tion of markets or of different sections of the country with one another. 

Q. We are discussing now the question of transportation purely; other condi¬ 
tions, of course, affect all alike. Now. if that combination or agreement should 
eliminate competition so far as three systems are concerned, does it not carry with 
it the power to raise rates arbitrarily on those three systems against the shipper? — 
A. Theoretically it does, but I am speaking from a practical standpoint. I do not 
see how a railroad is to engage in traffic even if it is controlled by some other road 
unless it meets market and other conditions outside of railroad rates. Perhaps I 
can make clearer what 1 mean. If all the roads in our section were under one 
ownership and that ownership should say “ Put your rates up 20 per cent in all 
this section,” the result would be to shut out some of the roads belonging to this 
ownership from business—not only the one road, but all the roads in that owner¬ 
ship. Certainly that would be very short-sighted policy, and it seems to me it would 
be impracticable to attempt to ignore conditions outside of the removal of railroad 
competition. 

Q. Would that answer apply to a general raise of 20 per cent on each of the 
three systems at the same time?—A. ft would, supposing that those three systems 
are running to a given point and that there are other sections of the country that 
are not under this control 

Q. Those three systems control substantially the entire transportation, and that, 
it seems to me, would have a very marked effect upon the control of the business 
itself, would it not?—A. It would have its effect. 

Q. It would have a controlling effect?—A. Yes, it would have a controlling 
effect; but unless the roads are going out of business and desire to shut off certain 
classes of business they can not put rates beyond a reasonable figure. I do not 
know whether I have expressed myself very clearly. Suppose the Baltimore and 
Ohio and the Pennsylvania Railroad were absolutely under one control as to the 
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territory through which they run. There are other lines running to other mar¬ 
kets. If the Baltimore and Ohio and the Pennsylvania Railroad by agreement or 
control should put rates to an unreasonable figure to the markets to which they 
transport freight and which are open to their territory, they would certainly be 
turning a very large amount of profitable business over to lines running to other 
markets, unless you can go so far as to put all the railroads in the country under 
one control and an unreasonable advance made to one market is made also to all 
the markets in the country. 

Q. Would that not be the logical sequence?- -A. It might be theoretically, but I 
am speaking of the practical results. 

Q. Has not this consolidation among (he railroads been brought about under 
the plea that ruinous competition among the systems has reduced the rates below 
the proper compensating point?—A. I think it is more on the ground that rates 
have not been maintained, and with the view to securing a maintenance of exist¬ 
ing rates and economy of management. In the case of the Baltimore and Ohio 
and the Pennsylvania, I do not see where the economy of management would 
come in, because they are operated entirely separately. 

y. Yet, even in the territory covered by those systems, there has been a compe¬ 
tition of rates at times?—A. Yes. 

Q. That would cease, necessarily, if they were under one control or community 
of ownership?—A. It would for the particular business and for the particular ter¬ 
ritory to their particular market. 

Q. (By Mr. A. L. Haehis. ) Is the territory of the United States divided for 
classification purposes by the railroads?—A. There is no uniform division. In 
actual practiceone classification will apply to one territory and another to another; 
but there is no rule as regards dividing territory. 

Q. There is a Southern territory?—A. There is a Southern territory that takes 
the Southern classification; there is a Western and Middle States, and New Eng¬ 
land territory that takes the official classification; there is a different classification 
in the trails-Mississippi territory. 

Q. I understood yon to say that it is important that the classification be as per¬ 
manent as possible.—A. No; I did not say “permanent;” I said “uniform,"and 
I referred more especially to the character or the similarity of the different classi¬ 
fications. I do not think you could have a permanent classification because of 
the changes in conditions, although it would be very desirable, if it were practica¬ 
ble, to continue a classification. 

y. Is the country also mapped for freight rates?—A. There is a system, or a 
basis, rather, of rates in what is known as the trunk-line territory. As I said 
before, Chicago and New York are taken as a basis and the rate between them as 
100 per cent. Rates to trunk-line points are based on New York and Chicago 
rates, if within or beyond trunk-line territory. For instance, the rate to Cin¬ 
cinnati is 87 per cent and to St. Louis 110 per cent, etc. 

Q. Is it desirable to have steady rates, as far as possible?—A. It is. 

Q. The rates are fixed, as a rule, by experts in freight rates, are they?—A. Yes. 

Q. Aretheysubjecttofrequentchanges?—A. No; the cl ass rates are very steady. 
There has not been a variation in the class rates for a good many years. 

Q. Do you believe it would be important, both for the producer and consumer 
as well as to the shipper, that rates should be steady?—A. Yes. 

Q, Is that the case, as a rule, now with the railroads?—A. The present condi¬ 
tions are very steady, and rates have been maintained. 

Q, Do railroads complain of each other in regard to cutting of rates?—A. Yes; 
at times. . 

Q. After railroads, large systems at least, have fixed rates, would it or would it 
not be possible for some body like the Interstate Commerce Commission to approve 
these rates and see that they are. maintained?—A. As I said before, the rates are 
made by experts, and for the Interstate Commerce Commission to attempt to 
regulate them would be to submit them to an examination and approval by those 
who are not experts in that particular line of business. 

Q, If the Interstate Commerce Commission were competent, then what?—A. It 
would be a most gigantic undertaking to supervise and examine the rates made 
by the railroads in this country. It would be a question not of millions, but of 
billions. 

Q. (By Mr. Kennedy.) Our attention was called the other day to a condition 
of affairs which I will illustrate to you in this way. A gentleman told us about 
rates being such on certain lines of merchandise that they could be sent to Chi¬ 
cago from New York and then reshipped from Chicago back toConnersville.Ind., 
for instance, 150 miles back into the territory through whioh they had gone and a 
little south, for considerable less than the merchants of the town of Connersville 
could have the goods shipped to them direct from Cincinnati, say. I will ask yon 
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it you have knowledge that such a condition prevails to a considerable extent, and 
why it is, and whether you look upon it as a fault that should be corrected or not?— 
A. I would look upon a condition permitting such a practice as a fault, but whether 
it exists or not I do not know. I suspect it does in some cases, and I am trying to 
find out for myself. But let me see if I understand your question. The shipment 
brought from New York to Chicago and then back again to some interior point, is 
carried by the sum of these two rates at a less cost than the cost direct from New 
York to that point? 

Q. Yes.—A. You mentioned Cincinnati and that threw me oif. I suspect that con¬ 
dition does exist in some cases from some things 1 have seen, and I am trying to 
follow it up, but I do not think it is intentional. We all discover in the making 
of rates from time to time that in meeting certain conditions, we have overlooked 
cases that should have been met at the same time; and from what 1 havo heard in 
that connection as regards that method of making the rate, I think it is a case of 
that kind. There may be more like it, but I do not know. 

(Testimony closed.) 


Washington. D. C., April 6 , 1901. 

TESTIMONY OF MR. T. M. R. TALCOTT, 

Assistant to the president of the Seaboard Air Line. 

The commission met. at 2.07 p. m., pursuant to recess. Mr. Farquhar presiding. 
At that time Mr.T.M. R.Talcott, of Richmond, Va., assistant to the president of 
the Seaboard Air Line Railway, was introduced as a witness and, being duly sworn, 
testified as follows: 

Q. (By Mr. F\rquhar.) Please give your full name, present position, and 
address.—A. T. M. R.Talcott; assistant to the president, Seaboard Air Line Rail¬ 
way; Richmond, Va. 

Q. Will you ploaso give to the commission your lirst experience in railroading 
and the offices you have held, so far as your recollection goes?—A. I commenced 
47 years ago this month as an engineer on railroad construction, and I served in 
that capacity and also in connection with the transportation department up to 1801. 
From that time until April, 1805,1 was in service in the Confederate army. After 
1865 until 1890 I was connected, either as civil engineer or as superintendent or 
general manager or vice-president, with railroads m operation. The roads with 
which I was connected were the Richmond and Danville and the Mobile and Ohio 
during that period—those two systems. Since 1890 until the last 2 years I have 
not been connected with railroads, except when employed as a consulting engineer. 
For the last 2 years I have been with the Seaboard Air Line in my present position. 
I was for 1 year the commissioner of the Southern Railway and Steamship Associ¬ 
ation, which position I resigned to take the position of fir<t vice-president of the 
Richmond and Danville Railway. I think that covers my experience. 

Q. (By Mr. Ripley.) In the first place I wish you would make some statement 
respecting the effect of the enactment of the interstate-commerce act in 1887 upon 
the Southern Railway and Steamship Association. What was that association, 
what was it intended to do, and what was tho effect of the enactment of the 
act upon it?—A. The Southern Railway and Steamship Association was composed 
of the Southern rail lines and the steamship'lines between the North and South 
Atlantic ports. It did not take in the Gulf ports at all, but the Eastern cities— 
Boston, New York, Philadelphia, Baltimore, and Fall River—and it was for the 
purpose of preventing fluctuation in rates and rate cutting; that was the object of 
it. It was organized by Mr. Albert Fink, who had .iust left the Louisville and 
Nashville road, and at lirst the plan was to give the commissioner, Mr. Fink, full 
authority over the rates. He issued the rates and all were bound to observe them. 
Later it was found that it was important to have some better guaranty, and that 
was effected by means of pooling the business. The commissioner was authorized 
to make allotments to each line, and, if not satisfactory, there was appeal to a 
regular board of arbitration appointed by the association. Parties dissatisfied had 
a right to appeal to that and present arguments for a change. When allotments 
were established that way, either accepted as given by the commissioner or as 
determined by arbitration, the division was made on a tonnage basis, lines carry¬ 
ing an excess being given a very small compensation, made small so as not to give 
them any inducement to get an excess, and the balances were settled in cash. 
That was the basis of that pool which was iu operation at the time the interstate- 
commerce law was passed which forbade pooling. 
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Q. fBy Mr. Farquhar.) Was this in existence up to 1887?—A. And longer. 
But or course it had to be modified. Then a new agreement was made, and it was 
under the new agreement that 1 was for 1 year commissioner of the association. 
Of course the powers of the commissioner were largely reduced then, and the 
method of operation was for the commissioner to maintain close watch by means 
of having all the manifests of the competitive business sent to him. Copies of all 
manifests were sent to him as issued, and they were condensed in his office, so that 
he always had a record of the business done by each line, and his reports showed 
to the executive committee precisely how the business was being divided under 
the agreement at that time, which was merely to maintain rates. 

Q. (By Mr. Ripley.) How many companies were in that agreement at that 
time—how many companies, approximately?—A. The Louisville and Nashville; 
the Nashville, Chattanooga anu St. Louis; the Western Atlantic; the East Ten¬ 
nessee; Virginia and Georgia; the Norfolk and Western; the Richmond and Dan¬ 
ville; the Atlantic Coast Line; the Seaboard and Roanoke; the Plant System; the 
Georgia Central: the Georgia Railroad; and 1 or 2 other rail lines. Then there 
were steamship lines, the Merchants and Miners’, of Boston; the Old Dominion; the 
Clyde Line; and some subordinate Baltimore lines the names of which I do not 
recollect now, because they were frequently changing them. It took in practically 
all the steamship lines and rail lines that competed in the Southern territory as 
distinguished from the extreme Southwestern territory. The Mobile and Ohio 
and the Illinois Central were not in the association. 

Q. Was the ass elation successful in attaining its object prior to the enactment 
of the interstate-commerce act?—A. Very successful; and it was very satisfactory. 

Q. What was the immediate effect of the passage of that act?—A. It relaxed 
the maintenance of rates from the very first, more or less. Perhaps I should say 
not from the very first. For a little while they went along very well as they hau 
gone, but within a very short period of timo to the time I came in as commissioner 
there was moie or less disturbance of rates, which required frequent called meet¬ 
ings of the executive committee to consider them. 

Q. So far as you know has an unsettled condition prevailed since that time?— 
A. Of my own knowledge I can not say, except for a year or two after that, or 
less than 2 years after I was commissioner, when I was representing the Rich¬ 
mond and Danville road in the association. That road I represented in the asso¬ 
ciation at that time. The conditions continued about the same for 2 years. 
Subsequently, I know, from observation and reading the papers, that there were 
decisions of the courts which tended to weaken the strength of associations of that 
sort, but the exact effect upon them I do not know, because I have had no connec¬ 
tion with them since. 

Q. Can you make any statement respecting the present tendencies, the attempt 
to prevent rate cutting, and competition by other means? Is there any extensive 
rate cutting, so far as you know, in the territory served by your railroad?—A. 
No. So far as I know the rates are very well maintained at this time. There is 
business enough for all. and there is very little temptation to disturb rates. How 
it would lie if it were otherwise I do not know. 

Q. There would, then, be, so far as the maintenance of rates is concerned, no 
further advantage to follow the absorption of the lew remaining independent 
lines in the South by the Southern Railway?- A. No, I can not see that there 
would be any advantage. Looking at it from my standpoint, I do not see any 
necessity for further absorption in the interest of the public. 

O. Has the competition at times been sharp between the Atlantic Coast Line 
and the Seaboard Air Line in the past?—A. No: 1 think not. I think the compe¬ 
tition between the old Seaboard Air Line, before the enlargement of the system 
by taking in two other systems, and the Southern was quite bitter at one time, 
according to the reports in the papers and from what I heard from railroad 
acquaintances; but I never heard of any bitter contest or any rate wars between 
the Atlantic Coast Line and the Seaboard Air Line. They may have occurred, 
however, without my knowledge. 

Q. Have rate wars been as frequent in the Southern territory as in the North, 
so far as your observation has extended?—A. I think not. During the time that 
I have had the opportunity to know they certainly have not been so frequent. 

Q. Is there at the present time apparently any effective competition between the 
steamship lines and the railroads in the Southern territory?—A. To speak of the 
situation in that respect as of the present time would be difficult, because I have 
no immediate knowledge of the conditions of traffic. Up to within 10 years ago 
when I did have connection with traffic, there was more or less competition, some 
even from the West, or by means of the trunk lines and the coastwise steamships 
which controlled not only the rates at the South Atlantic ports for Western busi¬ 
ness, but also to some extent the inland rates. 
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Q. That is, those companies were interested in land companies in the south?—A. 
Oh, no. The trank lines simply brought the western products to the ports, and 
they were then taken by the Atlantic coastwise steamships down to the south 
Atlantic ports. That fixed the through rate from Chicago, for instance, or oth r 
western points to Savannah and Charleston, by way of rail and water combina¬ 
tion. Then Augusta was affected because there was a regular line of boats run¬ 
ning up the Savannah River to that city. 

Q. Do those lines still operate, so far as you know?—A. I do not know, because 
I have had no occasion to notice. They did up to the time that I severed my con¬ 
nection with the Richmond and Danville Railroad. 

Q. Some years ago, then, there was effective competition up the rivers from the 
coast into the heart of this southern territory?—A. Yes; in the case particularly 
of the Savannah River. 

Q. Steamers running frequi ntlyi—A. Yes. 

And transporting a considerable volume of business?—A. Yes; it was a com¬ 
petition that c ould not be ignored by the railroads; they had to make arrange¬ 
ments in order to protect rates, and they at one time subsidized he steamboats. 
The railroads in the Southern Railway and Steamship Association subsidized the 
boats on the Savannah River. 

Q. What are the conditions of ownership of some of the steamship companies in 
the South now? For instance, the Old Dominion?—A. I can not say that the Old 
Dominion is now entirely owned by the railroads, because I do not know that 
fact; but I know that three principal lines or systems of i ailroads connect with it. 
They are the Southern, the Seaboard Air Line, and the Atlantic Coast Line, and 
a 1 three of them are interested in the Old Dominion Steamship Company. 

Q. So that the policy of the steamsh p lines is distinctly in harmony now with 
that of the railroads?—A. Of th.it particular steamship line that is true, and the 
lines from Baltimore are also con trolled by the rail ways. There are two lines from 
Baltimore, Norfolk and Chesapeake Idy lines, of which one is controlled by the 
Southern and the other by the Seaboard Air Line, part and parcel of those lines, 
or of the two systems. I do not know of any other interest of the rail lines in 
steamship lines running to the Virginia poi ts or to Charleston. The Clyde lines 
are entirely independent. The Ocean Steamship Company, which runs to Savan¬ 
nah, has always been controlled by the Georgia Central- the old Georgia Central 
and Banking Company—and is, so far as I know, so controlled to-day. 

Q. Can you make any statement re'ative to the position of some of the Southern 
ports—Mobile, for example? Has it physical advantages of location or of harbor, 
etc., which would be injured by th - absorption of the Mobile and Ohio road by 
the Southern Rai road?—A. 1 was for ;) years on tho Mobile and Ohio Railroad as 
general manager, from 18*4, during which time, of course. I became very familiar 
with Mobile and studied the possibi.ities of the development of Mobile. We 
endeavored to build up there an export cotton business, but were not very suc¬ 
cessful. I thought that the tropical fruit busine-s could be handled there proba¬ 
bly better than at New Orleans, after the Mobile and Ohio was extended, during 
the time I was connected with it. to Bast St. Louis. Before that we could not do 
anything. We commenced making preparations for that business, and it has 
since been developed, but to what extent I do not know. I see by the annual 
reports that quite a iargo business has been built up there in iropical fruits which, 
I suppose, will stay mere. I do not see any reason why that should bo diverted. 

I do not think the Mobile and Oh o had any export cotton that amounts to much. 

Q. Is there any particular reason why it should not be a cotton-exporting 
port?—A. Because of the difficulties of the port at that time. The water in Mobile 
Bay has been deepened only in a little, Harrow, or a comparatively narrow chan¬ 
nel. The Government is gradually extending the width, I believe. But there 
was difficulty in getting large vessels up. Only a certain class of large vessels 
could be brought there, and those were vessels that were arranged to use water 
ballast. They pumped the water out to lighten them for going down to the sea 
and took them outside of Fort Morgan, and then they pumped the water in and 
got them down to their bearings for seagoing. I did not think there was much 
prospect of building up Mobile for cotton export. Another class of business that 
1 endeavored to developed whilst there was the coal business—export business in 
coal. And in order to see what could be done with that the company authorized 
the expenditure of some money and we sent coal down to be burned by the steam¬ 
ships plying in connection with the Panama Railroad—the Pacific Mail steam¬ 
ships—and got them to use it; hut we f ound they got their Cardiff coal-English 
coal—very cheaply, and that they liked it; and whilst they said the Alabama coal 
was fair coal, they did not like it quite as much as they did the Cardiff. The price 
of the Cardiff coat was so low. owing to the fact that more or less of it was brought 
over in ballast, not paying freight, that we were not successful, and we lost money. 
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The venture did not pay, and it was dropped before I left there. Whether they 
ever tried it agan or not I do not know; but I have understood that there has 
been some coal shipped to Cuba through Mobile. I do not see any reason why, if 
there is any demand for coal there, they should not ship the Alabama coal to Cuba 
over the Mobile and Ohio, because the Mobile and Ohio is a very low-grade road 
and ought to be able to haul coal cheaply if the volume of it is sufficient. 

Q. (By Mr. Clarke.) How long hauls do they have to make?—A. The haul 
through Alabama was something like 230 miles. 

Q. (By Mr. Farqchar.) Was Pensacola a competing point with Mobile while 
you were trying to build up the coal business?—A. No; not in coal at that time, 
only in lumber. 

Q. And has the lumber business developed in Mobile? Is it still the largest mar¬ 
ket on the Gulf?—A. I have not noticed it recently, but a few years ago, when I 
had access to information, it had continued to develop. 1 should have mentioned 
that one of the efforts we made in order to make freight was to develop the lum¬ 
ber trade, and in doing so we utilized the timber lands belonging to the Mobile and 
Ohio Company, acquired by land grant. 

Q. Something has been said before the commission here about the competition of 
the Southern rivers. While you were connected with the Mobile and Ohio did 
you notice how much there was of competition in Arkansas or Alabama in these 
small independent boats and theeffect they havoon the rates?—A. Oneof the river 
boats could run as far up as Columbus, which was on a branch line (it is now on 
the Montgomery extension of the Mopilo and Ohio), and also occasionally, I think, 
it used to come up ns lar ns Aberdeen, which was the terminusof the Illinois Cen¬ 
tral line running into that territory; but it was only for a short time during the 
cotton season. Some seasons there was hardly water enough for them to come 
there at all. And 1 can not recollect that I ever paid much attention to that com¬ 
petition. Maybe the competition with the Illinois Central kept me so busy that I 
did not notico the bo its. Now, as regards the Alabama River, at the timo that 
I was on the Mobile and Ohio there was a regular line established, a line which 
the Mobile and Ohio recognised as a connection to Montgomery. It was estab¬ 
lished some months, perhaps a year, before I severed my connection with the Mobile 
and Ohio, and,so far as I can remember now.itwas still in operation at that time, 
but what became of it afterwards 1 do not know. 

Q. (By Professor Ripley. ) Was the basing-point system of rate making in the 
Southern States in force at the time that you wore directly connected with affairs 
there?—A. Not in the sense in which that word is used now. When the Green 
Line was opened from the West into the South in competition with the lines I 
have spoken of, through the south Atlantic ports in connection with thecoastwise 
steamships and trunk lines, the basis adopted was to make all rates from the Ohio 
and Mississippiriversto interior points the some; and that was on an understand¬ 
ing with the roads north of the liver that they would make their rates the same to 
all river points, no matter by what lines. That was the principle that prevailed 
all through the life of the Southern Railway and Steamship Association up to the 
time that I severed my connection with it. 

Q, Will you specify by way of illustration what yon mean?—A. I mean this, 
that the rate from Chicago to Cairo, to Henderson, to Evansville, to Cincinnati, 
and to any other point on the Ohio or to Memphis would be the same; through 
those points, I should have said, the rate to Atlanta would bemadebythecombiua- 
tion of rates to those points from Chicago and from those points to Atlanta, and 
that the proportions were the same north of the river and south of the river, no 
matter what river point freight came through. Do I make myself clear? 

y. What was the basis of that division then?—A. It was not a pro rata division 
at all; it was an arbitrary division. In other words, the lines north of the river 
named the rates to the river, and the lines south of the river named the rates to 
each point south, and the combination of these two made the through rate. That 
was the basis of rates at that time. 

Q. But there was not the element which you find in the present basing-point 
system whereby certain towns, by reason of their size or the existence of so called 
water competition, got peculiarly low rates and the rates to all the suburban 
places were made by adding a high local to that rate?—A. That was not exactly 
the basis of rates. Certain important distributing points, such as Atlanta and 
Augusta and Macon were afforded rates which had certain relations, either the 
same or a certain differential. As far as practicable the most important distrib¬ 
uting points were given the same rate, so as to enable them to develop equally. 

Q. The number of subordinate rates below those wbioh have through rates was 
not great?—A. The rates were generally made from those distributing points by 
adding the local tariff of the road over which the freight went 
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Q. It was the same principle which you have in the present basing-point system, 
but not developed to so extreme a decree?—A. The same general principle, yes. 
Subsequently, during my administration as commissioner, it became desirable to 
have uniform rates to what are known as the Georgia and Carolina points. I was 
coming to that as a modification of what I have stated before. And the commis¬ 
sioner made up and issued a tariff of rates from all points West to what are known 
as Georgia and Carolina points, taking in all the principal stations, which were to 
be the same, and agreed upon as the same, whether via the Western lines coming 
across the Ohio, by the Chesapeake and Ohio, coming through Richmond, or by 
any other route that could be made available, such as the Norfolk and Western, 
running down into Virginia, and then shipping south in connection with other 
lines. That was the basis that was adopted a few months before I dissolved my 
connection with the association, and it remains in effect; or at least so I have 
understood. I heard from our traffic* manage 1 * the other day that these rates are 
practically in effect now, with some modifications. 

Q. Are you aware that the long and short haul clause of the interstate-commerce 
act is inoperative in a large part of the Southern territory?—A. Yes: it always has 
been to some extent. For instance, the rates from Chicago to Atlanta are higher 
than the rates from Chicago to Savannah or Charleston, although the freight goes 
through Atlanta to reach those points. 

Q. Is that condition caused by actual water competition down the river to the 
ocean?—A. By actual competition. The whole question of discrimination was 
raised by the merchants ol Atlanta, who demanded lower rates, and was argued 
before the Interstate Commerce Commission when 1 was commissioner of the asso¬ 
ciation; and I suppose, if I had known it was a matter of any interest, I could have 
brought the recora up here. It is easily accessible. 

Q. Does it seem to you that the conditions, competitive and others, in the South¬ 
ern States justify the setting aside of this long and short haul clause as it is at 
present?—A. I do not know to what extent it is set aside at present. 1 will say, 
however, what my own judgment in that matter has been. Long before the 
interstate commerce law was passed my own practice was in every way possible 
to do awav with such discrimination. 

(^. Would you describe it as a discrimination?—A. I do not say that it is neces¬ 
sarily an unjust discrimination, but it is a discrimination; and I did away with it 
at that time on the ground that the losses in revenue were not large enough to 
justify my company in putting itself in a position to bo attacked all the time for 
discriminating, believing that it was better to forego some little extra earnings 
than to be put in the position of having to defend such rates as just and reasonable. 

Q. You would acknowledge, then, that distance is anelementin making rates?— 
A. Yes; I do. 

Q. Will you specify in what way it becomes a factor or to what degree?--A. In 
my early experience in making rates I was called upon to make local tariffs very 
largely, and the question of what the relative charge should be in proportion to 
distance necessarily had to be considered. I informed myself. Fortunately I was 
helped by some publication in a magazine where somebody bad done a great deal 
of work which 1 would have had to do myself: that there was a general concen¬ 
sus of opinion apparently among railroads that the charges per ton per milo for 
short hauls should be higher than for long hauls; and I endeavored to find out 
some scale which would be convenient for use. As an engineer and mathemati¬ 
cian I wanted some mathematical scale, and I discovered that the nearest scale to 
it—that is the nearest scale to fit the actual conditions of tariffs—was notin pro¬ 
portion to the distance, but in proportion to the square root of the distance; that 
is to say, double the charge for four times the haul. The rate for 25 miles would 
be just one-half of that for 100 miles. That, you can see, was a very easily remem¬ 
bered rule, and I have used it a great deal. Mr. Markham alluded to the Mobile 
and Ohio tariffs, which were made on that basis, this morning in conversation 
with me; he remembered them. I had occasion to examine the official tariff of 
the present commissioners of the State of North Carolina, and I discovered that it 
was based on the same scale, taken from one of my own old tariffs. It was in 
connection with my report that I made to the court on the Cape Fear and Yadkin 
Valley road for the receiver of the road. It became necessary under an order of 
the court to divide the earnings between different sections of the road that 
were covered by different mortgages, and gave each section of road proper credit 
for gross earnings and to make this division for 5 years. 1 was called on as an 
expert to divide between the long and short hauls—where it was 10 miles on one 
section of the road and 50 miles on another to say how the earnings should be 
divided between them. I thought the proper way to do would be to make the 
divisions on the scale of the approved tariff of the North Carolina commission, 
which was done, and subsequently, in the examination before the master, the 
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chairman of the commission was put on the witness stand and stated that the 
division was, in his opinion, just and fair, for he had found by comparing that it 
fitted exactly the scale on which their tariffs were made. So that it is in evidence 
that my scale is in use to-day. 

Q. Is it in use in any other States, so far as you know?—A. I do not know; I 
have had no occasion to investigate. It is used on the Southern Railway, I know. 
In other words, the scale that I established as the general manager of the old part 
of the Southern is still maintained there and probably on the Mobile and Ohio. 
Whether anybody else has adopted it or not I can not say. I have frequently had 
requests for a little diagram that 1 made to show it so that you could see by the 
lines what the relative rates would be. 

Q. Will you submit one of those diagrams for us?—A. I will do it with pleas¬ 
ure. It simply shows the rate line as a curve. Others have also used the scale I 
introduced a good many years ago. The first was Mr. Henry Fink, now president 
of the Norfolk and Western road, when he was first on that road; but it was not 
then the Norfolk and Western—it was the Atlantic, Mississippi and Ohio before 
it was reorganized. Under the law it was required that the cities of Richmond 
and Petersburg should have the same rates to points on our two roads, which 
crossed at Burkeville, 53 or 51 miles from the two cities of Richmond and Peters¬ 
burg. In making tariffs to local stations beyond the question came up of the 
proper division for the relative hauls, and my scale was adopted as fair by Mr. 
Fink for the Atlantic, Mississippi and Ohio. Of course I thought that if it was a 
proper scale at all it would be fair for the division of rates, and subsequently I got 
out a table of percentages known as “Talcott’s Table of Percentages for Division 
of Rates.” I have been called on by Mr. Culp, of the Southern road, and others 
time and again for copies of it. Mr. Fink adopted it also for the division of rates 
between the Shenandoah Valley and the Norfolk and Western, which I think is 
another indorsement of the scale as a fair one. 

Q. What other b isis of making the local tariffs by State commissions would be 
adopted usually—the proportion of mileage directly?—A. No; never directly; but 
the allowance for long and short hauls does not agree with my scale. Sometimes 
it does not differ very much Irom it on one class, while on another class it would 
be entirely different. 

Q. Is the long and short haul clause enforced, or was it enforced by the State 
commissions within the several Southern States?—A. Generally, yes; I think. It 
was not enforced in Virginia. L ought to amend that. I happened to be on a road 
the charter of which exempted it for a long time during my management from 
any State interference with the rates There was only one condition upon which 
the State could interfere, and that was that we sliou d not pay more than 15 per cent 
in dividends; but as they had kindly increased the capital stock we had no show 
of paying 15 per cent dividends, and we did not come under that law at all. 
Although I did not study very closely the requirement of the law. I do not recol¬ 
lect any enforcement in Virginia whatever of the long and short haul provision. 
We adopted it in Virginia, and all our tariffs on the Richmond and Danville road 
were made on that basis—no more for a shorter than a longer haul. For instance, 
starting out I would make rates in classes on my scale from Richmond to Burke¬ 
ville—about 50 miles south of Richmond, where we were crossed by the Norfolk 
and Western—with lower rates from Petersburg, and as the law required they 
should be the same to that station my rates would drop theie, and with the lower 
rate I would just simply go back to a station nearer Richmond and carry that on. 
After passing this competitive point we could gradually work up to the scale 
again. In other words, in one class 1 recollect there used to be two intermediate 
stations that would have the same rate as Burkeville. 

Q. It would not seem to you justifiable that there should be a direct drop?—A. 
No: not on the Richmond and Danville. There was one direct drop there; but T 
preferied to do away with it and reduced the rate to the stations between the com¬ 
petitive point and the terminal point so as to do away with it—so as to make rates 
equal but not have a higher rate for the shorter haul. 

Q. In your judgment, then, the long and short haul clause is a proper and rea¬ 
sonable regulation in the making of rates?—A. Provided it does not exclude com¬ 
petition by forcing a reduction of rates at the intermediate points that the railroad 
can not submit to. For instance, 1 do not think it mafies so much difference 
whether it is a water competition or a competition from any other source, if it is 
legitimate and proper and revenue can be made by meeting competition. On 
account of the highly competitive conditions at some points I do not think it is 
always just to forbid the meeting of that competition, even if it does make a dis¬ 
crimination at intermediate points. 

Q. An elastic prohibition allowing for modification in intermediate cases would 
seem to you to be justifiable?—A. Yes; I have always thought so, and I think 
so now. 
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Q. And does it seem to you that the evasion of this provision of the interstate 
commerce law through the Southern States that exists is detrimental to the inter¬ 
ests of that section?—A. I can not say without knowing more in detail where 
those discriminations exist and the causes for them. Of those facts I am abso¬ 
lutely ignorant at this time. 

Q. (By Mr. Farqdhar.) Does the practical carrying out of the long and short 
haul raise the long haul rate?—A. At some points, yes; at many, no. 

Q. Is not what you lose in handling short haul freight—and all roads must, I 
presume, lose—put on to the long haul?—A. It ought not to be and never was in 
my knowledge on my own road. 

Q. Do you say that the principle contained in the interstate commerce bill of 
the long and short haul is a practical principle of railroading, or is it a theoretical 
principle of the politicians?—A. I think it is a theoretical principle in part, but I 
think that there is a measure of justice at any rate in it. I took it as a measure 
of policy that, unless I could positively demonstrate to the satisfaction of people 
who are not capable of taking a demonstration always—the public—that we were 
not unjustly discriminating, we would better mate some sacrifice of revenue than 
to be constantly at war with our patrons upon whom we depended, and therefore 
that this discrimination should be wiped out as far as possible. 1 mean, of course, 
the discrimination of the higher charge for the short haul than the longer one. I 
do not think it is just and reasonable to require it to be an absolutely fixed cast- 
iron rule. 

Q. is it not practically true that within the last ten years the rates on the long 
and the short haul, if they have been divergent from the principle announced in 
the bill, have really come nearer equalization than thoy ever did, and are all the 
time coming nearer equalization?—A. I must qualify my answer to th :t, as I do 
everything that relates to the time within the last ten years. I believe such to be 
the case, but I have not the means of demonstiating the fact at my command 
now. If I had known that question would come up I would have made some 
comparisons to show you that it is the case. I think I could have done so. 

Q. Do you know a single road in the country that strictly observes the rating 
of the long and short haul, provision? Do you know of a single railroad in the 
United States since the passage of that act that has observed it?—A. I did not up 
to the time that I ceased to have I he means of knowing what they were doing. 
We were, of course, called upon to defend our course. I acted for the association 
to defend it belore the Interstate Commerce Commission in one case. I think we 
were always prepared to defend it. I should say that I was called upon myself to 
defend the roads against the charge that it was an unjust discrimination. 

Q. (By Mr. A. L. Harris.) Was not the provision put into the law to correct 
the abuse of charging so much more arbitrarily for the short hauls than for the 
long hauls?—A. Yes; I think it grew out of the fact that the disproportion in 
charge for short hauls and long was in many cases extreme. 

Q. Then, was it not really a question of business and not of politics?—A. Per¬ 
haps I answered that question a little hastily. I do not know much about politics. 
I would like to amend that answer. 

Q. (By Mr. Kennedy.) You did not use the word politics.—A. No; it was in 
the question, and 1 answered the question generally; but T did not think about the 
word politics in it. 

Q. (By Mr. Farquhak.) You would answer that it was a remedial measure 
so far as the disproportions had existed before the passage of the act in 1887?— 

A. Yes. 

Q. And has been beneficial?—A. It has been beneficial; yes. 

Q. If not carried out to the letter?—A. Yes. 

Q. We only want to get at the facts. The other statement is so broad it might 
be taken up. I know some railroad men have said that no railroad can carry out 
the law. 

The Witnehh. I think they have all tried to carry out the law. Those that were 
under my jurisdiction as commissioner of the Southern Railway and Steamship 
Association did, but they claimed they could not carry it out in every respect, and 
would defend themselves against the charge of failure to comply literally with the 
law. 

Q. (By Mr. Farquhar.) What experience dul you have in making your freight 
tariffs on commodity rates?—A. Originally the Southern classification was a com¬ 
promise measure between all the roads in that territory, where they all had differ¬ 
ent classifications; and it was brought about by competition with the Western 
lines, the Green Line, as it was known, coming into that territory. In the very 
outset, in making that new classification, they were met with conditions in the 
Western business thathad to be provided for. There were certain Western products 
that could not be put in the classes at all, that must be treated as commodities. 
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From time to time m our meetings to discuss .the question of classification there 
were constantly propositions made and good reasons shown why certain things 
would not stand class rates. You may change this class rate as is proposed, it was 
argued, but there is no occasion to change the rate on this commodity. Then, ns 
a matter of compromise, we would take it out and make a commodity rate for it. 
So, from having only a half dozen or so commodity rates the number increased 
until the alphabet was not long enough to cover them all. I see by looking at the 
classification sheets that others have been introduced since 10 years ago, 1890, when 
I was familiar with the question. 

<$• Have you not about nine classes in tho Southern classification now?—A. 
Originally there were six classes, but it takes in a, b. c, d, e, f, g, h, i, j, k, 1, m, n, 
o, p, q, r, and so on. So thero is a great deal of it. 

Then, when the classification was adopted, theie was another thing to consider. 
In the limits of a State they had State classifications which were entirely different 
from the general classifications agreed upon, and wo had to issue exception sheets. 
I think many of these are still in existence. Whether it is because the State com¬ 
missioners have not modified their classifications to suit the general classification, 
or whether it is because there is some benefit to tho railroads in them that they 
keep them, I do not know; but some of them are Kept. 

(By Mr. Ripley.) Knowing, as you must, from experience, the complicated 
character of freight classification, does it seem to you that tho power to make 
or to approve of such a classification might wisely be vested in tho Interstate Com¬ 
merce Commission?—A. Certainly not, if wo were to have one uniform classifica¬ 
tion for tho whole country. Tho conditions do not admit of that in my opinion. 

Q. Will you stato the objections that occur to you against the promulgation of 
such a uniform classification for the whole country?—A. I only state it as the 
result of mv own experience. When we adopted the original Southern classifica¬ 
tion there were some of us who were exceedingly anxious to have it based on what 
is known as tho official classification. Wo preferred to use that classification, in 
which thero were four classes. When we came to make the new classification we 
found it would not do; it did not fit our Southern conditions. In other words, it 
would put some things in tho fourth class that would not stand f ourth-class rates, 
aud we had to have some lower classes, We were not thinking of making so many 
commodity rates at first, and it was supposed that by having a few commodity 
rates we could make the adjustments on them and the four classes might be 
enough, but I think a good many things would have to be made commodities and 
come out of the classes in the South if you attempted to enforce the official classi¬ 
fication m that part of the country. 

Q. (By Mr. Ci,\rkk.) Is it not a fact that goods may be properly put into the 
fourth class in tho region of their origin and should be advanced to first class when 
they reach or approach their destination? A. 1 think that is proper and actually 
the case in some respects. Where, as in tho South, they are endeavoring to encour¬ 
age manufactures commodity rajtes aro made for manufactures which would put 
them in a very low class; but when they striko the official classification they go 
right up to first class. I think that is a practical illustration of what I understand 
you to mean, and 1 think theie is*not any impropriety in it. 

U. Take the case of California fruits as an illustration. Fruit is abundant in 
California. It is at certain times the principal article of freight. It may belong 
in a low classification properly, but when it gets farther east it becomes a rarer 
commodity, and there are certain*reasons incident to its perishable nature which 
also have a bearing, and the price of it becomes higher when it gets nearer the 
places of distribution because there is smaller competition, etc. Would it not 
seem, therefore, that unless there can be some uniform system of transfer from 
one classification to another, that it is absolutely impossible to have au'niform 
classification and do justice to tho different sections—A. I think so. I think 
also that would be illustrated by a comparison of the classifications of the differ¬ 
ent States. The Florida railroad commission, naturally looking after their prod¬ 
uct down there, would put Florida oranges in a lower classification than they do 
in Virginia, where they do not raise them. Though I have never made the com¬ 
parison, I am sure you would find that fully illustrated in the State classifications. 

Q. (By Mr. A. L. Harris.) Is tho country now divided into divisions for classi¬ 
fication?—A. No; except so far as between the Official covering the Northern lines 
and the trunk lines and those roads that take the trunk-line classification, as, for 
instance, the Norfolk and Western and the Chesapeake and Ohio coming into the 
South. They are essentially Western lines; they take the trunk-line classification, 
and the others take for their business what is known as the Southern classification. 

Q. You have a division known as the Southern division?—A. The Southern divi¬ 
sion; yes. 

Q. And one known as the Western?—A. I do not know anything about that; 
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that must be west of the Mississippi. Our Southern classification does not go to the 
Mississippi; it does not take in the Mobile and Ohio and the Illinois Central. They 
have always been out, on the ground that their competitors were largely on the 
other side of the river, and they had to work with them and not with the roads 
farther east. 

Q. (By Mr. Ripley.) Do you make that statement in the light of present con¬ 
ditions? Do you understand the present Southern division does not extend to 
the Mississippi?—A. Originally it did not, and never did, as far as I know; and I 
presume it does not now, from the remarks made here this morning with reference 
to the Western classification. 

Q. (By Mr. Clarke.) Would it be feasible in railroading to establish a zone sys¬ 
tem of classifi: ations, so that an article should go in one classification until it 
reaches the border of that zone, and then pass into another if it is carried for a 
long haul?—A. I should have to study the conditions before 1 could answer that 
question intelligently; I am not prepared to say it would be possible or practicable. 

Q. (By Mr. Ripley.) Do you recognize that by a change of classification 
rates may be advanced or decreased?—A. Certainly; you can put things in a 
higher or a lower class. 

Q. Have you any knowledge of the recent changes in the Southern classifica¬ 
tion?—A. None whatever. 

Q. Were distinctions made in the original Southern Railway and Steamship 
Association classification between carloads and less than carload lots?—A. Yes; 

some. 

Q. Have you any opinion as to whether that distinction was as great j.s it is at 
the present time?—A. No. That fact could only be arrived at by detailed com¬ 
parisons, which I have not made. 

Q. Have you any knowledge respecting the causes which led to the low rates at 
Richmond, Lynchburg, and Norfolk on through business from the West?—A. The 
rates from the West t > Richmond were naturally reduced when the Chesapeake 
and Ohio opened in 1874, becauso they made trunk-line rates to those cities the 
same as to Baltimore. At that time the trunk-line rates to Baltimore, whatever 
they were, were adopted by the Chesapeake and Ohio. The Western business had 
been coming through Baltimore prior to that time and then down to Richmond, 
being distributed South on the rates from Baltimore to the South added to the 
trunk-line rates to Baltimore. But when the Chesapeake and Ohio adopted the 
Baltimore rates at Richmond, naturally there was an entire change. They could 
not charge any more than the locals from Richmond south instead of the locals 
from Baltimore. That made a readjustment. The present basis of making rates, 
as I understand it, is one of comparatively recent adoption—that is, they make 
Richmond, Lynchburg, Norfolk, and Portsmouth, and perhaps Petersburg, gate 
cities from the West; and the Western lines agree to make the rates the same to 
all these points, notwithstanding the length of the haul varies. Then the Southern 
lines make their rates to interior points by adding either locals or agreed rates to 
interior points. That is something entirely new. That method of making rates 
has come in since I had any connection with the traffic, and I am not familiar 
with the details of it. 

Q. Does it seem to you to be an improvement over the conditions which pre¬ 
vailed 10 or 12 years ago?—A. I do not know the reasons why the change was 
adopted. There may have been good and sufficient reasons for it, but what they 
are, I am not informed. 

Q. Have you any information respecting the recent cases before the Interstate 
Commerce Commission, involving the cities of Danville and Lynchburg?—A. I 
have not. There was a complaint at Danville, but I have not read about it. I 
remember receiving the papers from the Interstate Commerce Commission’s 
office, but I did not read them. 

Q. Are there any fast-freight lines operating over the Seaboard Air Line at the 
present time?—A. No. 

Q. No fast-freight lines or express lines which transport freight in the South?— 
A. No; the freight lines are run entirely by the railroads themselves, who do the 
freight business now, except so far as it is carried on passenger trains by the 
express companies. 

Q. Have you any information as to the relations between the railroads and the 
express companies in that business?—A. No; I have not any recent information. 
Never since I became connected with the Seaboard Air Line have I had occasion 
to examine that company’s contracts, and I do not know what the arrangement 
with the express company is. I am not informed as to the contracts of that com¬ 
pany with the express company. 

Q. What were the former relations between the express companies aud the fast- 
freight lines which did business over those railroads?—A. There were no fast-freight 
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lines in the South that I know of; nothing like the Northern fast-freight lines. 
They were all made up by a combination of the railroad companies, each putting 
in its quota of cars and making a line organization, which was the railroad com¬ 
panies acting jointly; and the railroad companies severally had no intermediary, 
such as the fast-freight lines on some roads North. Now the express company’s 
contracts, so far as 1 have knowledge or am at present informed (and my informa¬ 
tion dates back to the time when I had means of knowing absolutely), call for 
transportation on passenger trains, and the railroad companies agree to give them 
the available space, not to interfere with the transportation of the mails or pas¬ 
sengers and their baggage. In other words, the railroad is, or was, the sole arbiter 
as to how much space they had that could bo used for express, and how little. 
But the rates were made by the express company, and the divisions were made 
between the ra lroad company and the express company on a percentage basis—a 
certain percentage for local and another percentage for through business, the 
express company getting a larger proportion of the through competitive business 
than it did of the local business. I do not recall those percentages now. I could 
give them nearly, but I do not like to state figures that are not absolutely correct. 

Q. Can you make any statement respecting the general physical condition of 
the railroads in the Southern States? Have they improved of recent years?—A. 
Yes; they have improved very much in every respect, both as to track, weight of 
rails, capacity of engines and of cars, and their equipment generally. They are 
improving every year, too. 

Q. What is the practice in that part of the country as to making charges for 
new equipment and improvements? Is it to make these out of earnings or usually 
by the issue of new stock?—A. Generally out of the earnings, because the usual 
way is to purchase additional equipment on the car-trust plan, where the payments 
are made monthly or quarterly. 

Q. Are these car trusts common in the Southern States at the present time?—A. 
They are quite common; very general, I think. 

Q. Now as to the improvements that are made in the way of additional facili¬ 
ties for handling business?—A. They are required every year. There is a differ¬ 
ence of practice, some roads charging the cost to operating expenses, and generally 
when they do that they note it as a betterment included in operating expenses; 
others charge to the property a .count as a construction expense if it is of any 
magnitude. I do not think there is any fixed rule; each company determines for 
itself how it shall charge it. 

Q. Have you formed any judgment us to what is the proper basis for capitaliza¬ 
tion of a railroad? Should it be the original cost, or should it be based on earning 
capacity?—A. I have had that question before me more than once, and I am free 
to say it is the hardest problem that ever was propounded to me. I do not see 
how you can properly disregard the physical value of property and p’ace the capi¬ 
talization solely on a road's earning capacity, and yet it is a fact that the public 
and financiers appreciate a property only for what U will earn. I have seen that 
test made too often to doubt it. J was called upon in the Cape Fear and Yadkin 
Valley case. The question there was that of separating a property which had 
been worked as an entirety, no separate accounts having been kept of its earnings, 
and of determining the relative value of the different parts that happened to be 
covered by different; eries of bonds. Not only had the earnings to be divided in 
order to show the Relative earning capacity of each section of the road, but each 
section had to be appraised physically. In that case I presented several plans on 
which the value of the bonds could be ascertained. The one that I recommended 
to the court was based on my conviction of what was proper; that it should be 
treated as a partnership concern, four partners putting in their property at a valu¬ 
ation and doing business and each one getting credit, not for the business per¬ 
formed, but for the amount contributed by each. That is the nearest illustration 
I can give you in the way of a case that involves that principle. Practically, the 
court made the award, 1 think, on that basis, with some slight modifications in 
my percentages. In other words, I consider the value of a property and the value 
of the franchise as two different things. I have had that same question presented 
in propositions to consolidate, where there were different properties in a big sys¬ 
tem, with different stoekholde- s, and the majority or control held by one party, 
the question being how a fair consolidation could be made and stock issued to the 
stockholders in the consolidated road. I have had to make recommendations in 
such cases, but I can not recall now precisely what they were. I arrived at some 
conclusion in that particular case. 

Q. In your judgment, the actual investment in a property should bear a definite 
relation to the capitalization, should it not, rather than that the capitalization 
should be based solely upon earning capacity?—A. I think so. A road is < ertainly 
worth something; the very property, if taken to pieces and carted away, has some 
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physical value. There is whore the question comes in, and it is argued both ways, 
one contention being that you should take only what the old rails would sell for 
and what the buildings would bo worth for farm purposes, and what the equip¬ 
ment would sell for. 

Q. You are assuming that the physical plant is worth more than the earning 
capacity of the road?—A. Not necessarily. It is not likely that a road would be 
torn up if there was any value to the franchise whatever; but in the event the 
franchise was worthless, the physical value of the road would be the only element 
of value in the road. 

Q. What was the principal cause of the various receiverships of prominent rail¬ 
roads, such as the Norfolk and Western or the Richmond Terminal, etc.. 4 or 5 
years ago? Were they due to defect of management or to financial mismanage¬ 
ment?—A. Financial mismanagement, or, I would rather say, I do not know that 
that expresses it exactly. I might say that in their anxiety to build up a big sys¬ 
tem they bought properties and paid higher prices for them than should have 
been paid—more than they were worth. In other words, in the case of the Ter¬ 
minal company, they diluted an exceedingly valuable stock by hanging on to it 
weak properties until they broke its back. I speak of the Richmond and Danville 
road. A more solvent institution never existed until they loaded it down; and it 
was not really bankrupt when they put it in the hands of the receiver. It was not 
in default even on a note—a very strange rase. 

Q. (By Mr. Kennedy.) Was not rate wars one of the great factors?—A. No; 
not in that case nor in the case of the Norfolk and Western—the Atlantic, Missis¬ 
sippi and Ohio, which is now the Norfolk and Western. 

Q. Ruinous competition or rate eutt ng has nothing to do with bringing about 
the receiverships?—A. I am referring to these two particular companies. In 
many of them failure was due to reckless competition. 

Q. (By Mr. Ripley.) There is danger, then, in the growth of great consoli¬ 
dations, that they may be formed on a basis which will not stand the pressure of 
adverse years?—A. Yes; if left to the judgment of individuals they are apt to 
make mistakes and issue too much stool;. 

Q. The criticism has been made of the Southern Railway that it has acquired 
many of its constituent properties at a very high figure, and that its capitalization 
at the present time is excessive. Have you any statement to make respecting the 
capitalization of roads in general through the South?—A. No. I think you referred 
to the Southern. If my memory does not fail me, the Southern has actually asked 
permission of the legislature to reduce its capitalization. 

Q. lthasattho present time?—A. I think so; at the last legislature; but what 
disposition was made of the request I do not know. I heard at the time that there 
was a move of that sort; that they had erred in putting their capital too high. 

Q. (By Mr. Kennedy.) The legislature of what State?—A. Virginia. The 
Southern is chartered in the State of Virginia. The State gave the road a very 
liberal charter, without any name, and the opportunity to fix the name afterwards. 

(Testimony closed.) 


Washington, D. C., April 10,1901. 

TESTIMONY OF MR. GEORGE H. ANDERSON^ 

Secretary Chamber of Commerce , Pittsburg, Pa. 


The commission met at 10.55 a. in., Chairman Kyle presiding. At 2.3? p. m. 
Mr. George H. Anderson, secretary of the Chamber of Commerce, Pittsburg, Pa., 
was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Senator Kyle. ) Please state your full name, address, and occupation.— 
A. George H. Anderson; secretary of the Chamber of Commerce; Pittsburg. I 
have prepared a brief statement in writing which I wish to submit, and as it has 
been done with a great deal of haste I would he very glad to explain my written 
paper with any information that your questions may draw out. 

(The witness announced his subject to be “ Transportation as affecting industrial 
affairs in the United States,”and read as follows:) 

‘•In accepting your courteous invitation to appear before you and contribute 
any observations of my own regarding the matters under consideration. I fully 
appreciate the fact that the questions of labor and industrial activities in their 
economic, social, and political aspects are second to no others affecting the welfare 
and prosperity of our country. 
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“I have taken the liberty of following my own line of thought, rather than 
undertaking to discuss in minute detail the propositions so intelligently considered 
and submitted by your committee, and trust tnat details may be brought out by 
a supplemental talk before your body. 

“ You will understand that most of my practical observations in the matter of 
industries and transportation have been made in the Pittsburg district, where I 
have resided all my life, and these can not fail to throw some light on the matters 
under discussion, when it is understood that Pittsburg is the largest producing 
center in the world, and has contributed a full share in that export traffic which 
now exceeds $2,000,000 daily m excess of imports, and is a leaning factor in the 
unexampled prosperity of our nation. 

“ The Old World, in its supremacy as a producing center for a thousand years, 
achieved the height of its success mainly because the cheapness ot labor, which 
brought its working people to the verge of a pauper class, who were only glad to 
earn enough for daily bread of the coarsest kind, and utterly without any hope 
for a betterment of condition for themselves or their children. 

“In this country, richly endowed as it is by the Creator, no such model for 
industrial conditions can be accepted, but wo may consider the experiences of older 
countries as so many studies to perfect the system of the new. 

“In our land the conditions of success and prospect for continued prosperity 
are, in my view, to be found in a system of transportation, the cheapest and best 
to be attained, that will bring our pioducts to tide water and thence to the mar¬ 
kets of the world ; or, in other words, cheap transportation rather than cheap labor 
will enable the United States to hold its vantage ground in the world's traffic. 

“ The increase m population and wealth in this country is largely due to its 
industrial development, and this m< rease would have been simply impossible but 
for an expansion in railway fa< ilities, which, to the credit of American enterprise, 
has always kept in advance of the requirement. 

1 * Take for iUustration the city of Pittsburg. In 1880 it had a population of about 
12,000, and up to 18,>0 the increase was very moderate until the entry of the Penn¬ 
sylvania Railroad m 1852. 

“ This was the real beginning of a career of prosperity in industrial lines unex¬ 
ampled probably m the world's history. The advent of t he Pennsylvania Railroad 
was followed by the Pittsburg, Fort Wayno and Chicago system, west and north. 
These were followed by the Baltimore and Ohio. Pittsburg and Lake Erie, and a 
number of others of moro or less importance, and last of all the Bessemer, or 
Carnegie road, connecting the traffic of the Great Lakes with Pittsburg. The 
especial business of this line is to bring ores from the Lake Superior region to the 
furnaces in this distiict. and having vessels, docks, and mines of its own. is ena¬ 
bled to carry its great burden of trallic at the cheapest possible cost, and marks 
Pittsburg as the greatest producing and distributing center in tonnage in the 
world. 

“ During the last year 2,290,000 car loads were handled in Pittsburg (not includ¬ 
ing freight in transit); in tons, 57,050,405; river traffic, 8.813,166; total, 65,863,631 
tons. 

“The population within corporate limits is 330,000; in the county, which is the 
real Pittsburg, are over 800.000 people, and of this number 150,000 men are em¬ 
ployed in the various productive plants. 

“The total capital employed is estimated at $2,000,000,000. The Pittsburg dis¬ 
trict, taking Pittsburg as a center, within a radius of 60 miles, contains a larger 
population than any corresponding area in the United States west of the Atlantic 
coast, and is really an empire of industrial enterprises. 

“ With these brief facts, it will lie easy to see that a complete interdependence 
exists between industrial interests and transportation; neither could prosper 
without the other. 

“ Rages.—The wages of the railroad men are probably the most stable of any. 
The tendency is toward piece or contract work—the rive; men being paid by the 
trip and mechanics by the piece. In times of depression it is the rule to give the 
trainmen approximately 1 nil time, and to let the extra men go. In shops there is 
a reduction in hours, but not in rates. Blacklisting discharged employees is not 
done on any of the large railway systems. 

“ I'rovisions for (tick and disabled employees ,—On some of the large systems there 
are established volunteer relief departments, to which the railroad companies con¬ 
tribute enough to pay all expenses, and they also guarantee to make up any defi¬ 
ciency in the event that the contributions of the members are not sufficient to pay 
all obligations. Membership in the relief department is entirely voluntary. 

“Pennsylvania lines west of Pittsburg have about 30,000 employees, with 18,500 
members of the relief department, or a little over 61 per cent. 



638 


INOTSTBIAL COMMISSION:—TRANSPORTATION. 


“From the date of organization, July 1, It 
years, the payments to members have been— 


, to February 3«, 1901, nearly 11 



I Number 
cases. 

Amount 

paid. 

Death benefit: 

498 

1,401 

54,433 

80,870 

1296,257.10 

862,524.45 

819,587.65 

1,024,036.67 

Natural . 

Disablement benefit: 

Accident. 

Sickness. 

Total cases. ! 

137,202 ! 3,002,405.96 

.. 


■’ The members of thi se departments are strongly in favor of them, and vigorously 
oppose action and efforts on the part of representatives of life and accident com¬ 
panies and officers of labor organizations having benefit orders to have legislative 
action taken to break up relief departments of railroads. 

“ Safety appliance. s.—The introduction of safety appliances, such as automatic 
couplers, air brakes, and hand holds, while costing the railroads of the country a 
good many millions of dollars, has reduced the number of casualties to railway 
employees from 28 per cent of the total number of cases reported to 10 per cent of 
total cases reported. 

“ Extract from Book of Rules.— The use of intoxicants by employees while on 
duty is prohibited. Their habitual use, or the frequenting of places where they 
are sold, is sufficient cause for dismissal. 

This rule is strictly enforced on all larger railroads, and has a most excellent 
effect on the men, and drunkenness is very rare among railroad men where it was 
very common 20 years ago. 

“ Unjust discrimination and undue preference by railroads. —This is not prac¬ 
ticed to the extent that public opinion would lead one to beheve. If one city or 
district is specially favored in any respect, it is but a short time until the railroads 
in other districts are compelled to grant same concessions in order to protect indus¬ 
tries dependent upon them, as by protecting your patrons you sustain the life of 
the railroad. 

• ‘ Stability of rates is more desirable than extremely low ones. Discriminations 
against any special locality can not exist tor any very great length of time. 

The favoring of special shippers and special commodities of the Canadian roads 
has forced railroads in the United States to give equal concessions; and if these 
rates aie not remunerative the loss must be made by excess charges in other com¬ 
modities and on other shippers. 

“ If one city or district is specially favored, it is but a short time until railroads 
in other districts will be compelled, in order to maintain themselves, to offer ship¬ 
pers same or better rates than the specially favored district temporarily enjoys. 

“ While recognizing the importance of railway service as the greatest factor in 
industrial interests, I wish to call e'pecial attention to waterways transportation, 
without wh ch, in spite of railway facilities, the commercial traffic and general 
prosperity of our country would be dwarfed and crippled. 

“The waterways of the Great Lakes furnish transportation for over 25,000,000 
tons annually at a rate simply impossible in railway service. The greater part of 
this vast traffic is in the ores of the Superior region, and, at a cost of half a mill 
per ton per mile, has made possible the supremacy of the United States in iron and 
steel production. 

“The navigable streams in the great Mississippi and Ohio valleys carry a bur¬ 
den of over 90,000,000 tons, which is distributed from the head waters of the Ohio 
to the Gulf of Mexico, thence to the world's markets. 

“The nat on is to be congratulated that our Government, appreciating the ines¬ 
timable value of these great arteries of traffic, through which pass our commerce 
which is the lifeblood ot‘ the nation, is doing all that is necessary to preserve and 
improve these so that the best results may be attained. 

“The scarcity and high price of fuel "in the older countries is rapidly taking 
from them their supremacy in productive forces. With the cheapest, best, and 
most abundant supply of fuel, the center of industrial production will be changed 
to the United States. Not only so, but with our unlimited coal deposits and 
favorable transportation rates by rail to the Atlantic coast, and water to the Gulf, 
the world will pay tribute to the United States for its fuel supply in the future. 
The construction and ownership of an Isthmian canal will still further advance 
pur facilities for export, and would prove the greatest boon to our commerce. 
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“ I am compelled just here to digress slightly, Recalling your attention to the 
imperative demand for reinstatement of the United States merchant-ship service, 
to carry our own productions into market. Unless the Government makes pro¬ 
vision for this lack in transportation, pray let me inquire what use there would 
be for such canal without ships to traverse it? It would simply be a convenience 
to the ships of other countries, without any corresponding advantage to ours. 

“There should be no rivalry between rail and water transportation. One is 
sim ly a powerful auxiliary to the other. In Europe, where improvement of 
waterways tor transportation is carried on to an extent not dreamed of in this 
country, it has been ionnd that where navigable waterways have been established 
new railroads have been found necessary and older and unprofitable ones parallel¬ 
ing these streams have been made prosperous. 

“ The London Chamber of Commerce, the best authority on industrial ethics, 
says m its Journal of March, editorially, that the enormous sums expended in 
France. Germany, Austna, and other countries on the Continent in construction 
of canals and other waterway improvements is from an enlightened commercial 
policy, giving the easiest and most economical transportation of products to 
markets, and unless Great Britain adopts similar measures she will lose her pre¬ 
eminence as a prodtK ing nation. 

“Words coming from suc.li a source are of the deepest importance, and this 
country should not be slow in giving them the most profound consideration. 

“The great Kiel Ship (’anal, c< nnect ng the waters ol the North Ser with the 
Ba.tic. originally constructed by the German Empire solely for military require¬ 
ments. has mrnished a genuine surprise to its makers. 

“Reports from Kiel lor the first year of its operations, ending March, 1900, 
show that 20.9.-) 1 vessels used the canal, all ot whit h are merchant vessels, many 
being largo, ocean going ships, e. cept 652 belonging to 1 he German navy. 

“In our own country, the first of a proposed line of steamships from the Great 
Lakes to Europe direct will leave Chicago for Hamburg via the Welland Canal 
and St. Lawrence lliver. Other steamers are scheduled to follow. 

“The effect of carrying America-- products from the heart of our country to 
central Europe by continous water transportation can only be surmised. It may 
resu.t in a revolution in the carrying trade to markets in the Old World. 

“ The magnitude of interests involved in tlio transportation and industrial situa¬ 
tion are worthy of caieful investigation and the enactment of proper laws for 
their government and control. 

'* The Interstate Commerce (’ommission has been created with a view to restrain¬ 
ing railways from any undue exercise of power or discrimination unfair to the 
general public. In my judgment this body should be sustained in its work by 
adequate legislation consistent with equity and proper railway management. 

“Pooling agreements should bo legalized as between trunk and competing lines; 
J3uch agreements made public, and under control of the Interstate Commerce 
Commission. To refuse legal authority for such pooling is to continue the system 
without restraint or publicity, which is against public policy, and leaves a wide- 
open door to unfair discriminations. 

“One of the most serious questions in the whole range of the subjects under 
investigation is the proper method of dealing with the great army of men employed 
by railway and industrial interests. In my judgment, most of the strikes could 
be avoided and differences settled by a friendly plan of arbitration and a recog¬ 
nition of labor associations. Our system of education is such that American work¬ 
ingmen have sufficient intelligence to understand their rights and courage to 
maintain them. 

“After all, it is a matter of punctillio to agree to meet individual workmen but 
reject their representatives. Wise laws of recent enactment in England and 
France providing for arbitration of labor difficulties have caused strikes to be 
almost a thing of the past, and might be adopted with good results in this 
country. 

“ Your commission has before it an exhaustive investigation of the conditions of 
transportation and industrial interests of our country, and if possible present 
plans by which equitable and harmonious relations shall be maintained between 
these great factors in the country’s progress. 

“Should these be successfully carried out your work would be of incalculable 
value, and, inmy judgment, the great factors necessary to these ends will be found 
in conciliation, arbitration, and mutual lorbearance.V 

Q. (By Mr. Kennedy.) I want to ask you. Mr. Anderson, if there are any dis¬ 
criminations practiced by the transportation companies against Pittsburg at the 
present time that you have to complain of?—A. The question is a very pungent 
one. I have given the matter a great deal of consideration, and I find that dis¬ 
criminations against Pittsburg have largely disappeared. The time has gone by 

16a-41 
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when Pittsburg suffered greatly from railroad discrimination, and with the best 
information I can get from people who are most largely interested in the trans¬ 
portation interests of Pittsburg I can find no special causes of complaint. I imag¬ 
ined thero were such causes until 1 made an investigation. 

Q. You think that all the shippers are treated alike by the railroad companies 
as far as the roads are concerned?—A. If there is any discrimination against cer¬ 
tain people or certain interests 1 have no knowledge of it, nor could I obtain any 
information indicating that state of affairs. 

Q. As secretary of the Pittsburg Chamber of Commerce would you be likely to 
know of such practices if they existed?—A. Yes. I would like to state, in further 
answer to your question, that some three years ago the chamber of commerce, 
with the theory that there were discriminations against Pittsburg interests, 
attached a transportation board to the chamber of comm* rce and employed one 
of the most competent men they could get in connection with it. We maintained 
that bureau for 2 years, and at 1 he end of the time divorced the bureau from the 
general business of the dumber of commerce for the simple reason that we could 
find nobody w T ho had any complaints to make against the transportation interests. 
As far as l am concerned, as head of the chamber of commerce 1 took every pains 
to make that d< partment of use to the people, and. if possible, find out if there was 
any discrimination. I found no system of discrimination against our people at 
all. Whether things go on that I could not discover is another matter. Our 
doors are wide open to all people transporting, and with the exception of 2 or 
3 trivial complaints there was no discrimination, and they were corrected as 
soon as the railroad’s attention was brought to them. I could not find any. Yet 
I told you here my own personal opinion had b< en that there was; but 1 bad no 
authority for that belief except general impiession. 

Q. You do not know, then, that these discriminations did exist in the past?—A. 
Yes; I knew of my own knowledge they did exist in years gone by. 

Q. You think now that there is a marked uni rovement?— A. A very marked 
improvement, and I have gone as far as a man can go m finding out from the 
other side their purposes and their actions in regard to this matter; and most reli¬ 
able railway men I have talked to about the matter say that they are glad to be 
relieved of any apparent necessity of making discriminations. In the early days 
of railroading a railroad officer would have a brother, a cousin, or other relative 
in, say, the coal business, and would give him a special rate on coal to Philadel¬ 
phia, and the man across the road won d said his coal to Philadelphia and pay 
double the price for transportation. There seaned to he no way to remedy the 
evil; but under the pre.-ent condition of affairs, and on account of the supervising 
power of the Interstate Commeico Commission. I am sure that discriminations 
have been almost entirely abandoned. 

Q. Do you think the change is due more to the action on the part of the Inter¬ 
state Commerce Commission than to tho community of interest or a better work¬ 
ing understanding between railroad managers’:—A. 1 think it has come about 
largely by 1 oth these influences that you speak of. Public opinion, which clamors 
for recognition and correction of wrongs, lias been a potent factor in mending 
matters, and now that the Interstate Commerce Commission has access to compel 
men to develop the condition of their business, 1 think it has had a great deal to 
do with lessening the discriminations practiced in this country. 

Q. Has the great prosperity of the country, which gives the railroads all they 
want to do without discriminating and cutting, had anything to do with bring¬ 
ing about a better state of affairs m this respect?—A. I had not thought of that 
especially, but I would think it reasonable that it would have such a tendency. 
During the last 2 or 3 years, as you all know (and I speak more especially of 
Pennsylvania interests and ot the Pittsburg part of it, knowing more about it), 
the railroads have had all they could do, and more. They have been overtaxed. 
Traffic has gone north and south of the Pennsylvania lines simply because they 
had not cars for transportation. All their roadbeds were lined with trains carry¬ 
ing the products of the State from one end to the other; and it would be entirely 
reasonable, it seems to me, that there would be no occasion for railways to prac¬ 
tice any such discrimination as has been indulged in heretofore. The thing is to 
only get the railroad to carry your stuff. The question of discrimination does not 
cut any figure of late. 

Q. You think, then, thatgood times have liada good deal to do with this change?— 
A. I certainly do. 'I he railroads have been participants in the general prosperity 
of the country, and their reports show their income has been largely increased, 
their profits being correspondingly great, without any special increase in the rates 
of transportation. 

Would you fear, in the event of another era of business depression, that they 
might get back to this practice of discriminating to get trade,-or do you believe 
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that by that time there will be such a consolidation of railroad interests that they 
will practically pool their business without any permission of the Interstate Com¬ 
merce Commission or the laws of the country?—A. My general answer to that ques¬ 
tion would be that I believe most sincerely and heartily that legalized pooling, 
under proper restrictions and under the control of the Interstate Commerce Com¬ 
mission, will cause the discriminations, as a rule, to disappear throughout the 
United States. That is my judgment; I am very strongly of that opinion. 

Q. Have you thought about the little need that there will be for legalized pool¬ 
ing and the lessened demand for it by railroad magnates at the present time as a 
resu.t of railroad consolidations and community of interests?—A. The refusal of 
the General Government to legalize pooling will iorco the railroads into consoli¬ 
dation, in my judgment. Then you will have the condition of affairs that you 
hint at. If this system of pooling is recognized and under proper control, it will 
release tlio railroad companies from the necessity of such a consolidation, which I 
think will be a very bad thing for the general interests of this country. 

Q. Don’t you see it taking place?—A. Butfosti 1 i urther answer your questions, 
I would call your attention to the fact that the railroad interest, as I said in my 
report, is the great industrial interest of this country. The money of capitalists 
is invested in railroads; the money of estates, widows, and orphans, and almost 
any man or woman who has a little surplus money or a great surplus of money is 
interested in railroad securities; and if it was thought advisable to refuse to allow 
railroads to make equitable rates, and to allow them such means of preventing 
the cut-throat rates as have prevailed at times, and railroads destroyed each other, 
as they ultimately would, it would bring a disaster on this conn! ry not comparable 
with anything that has ever taken placo before. I look toward and dread the time 
that railroads m.ght become bankrupt by restrictions of that kind, and disturb the 
interests of the country commercially, industrially, and linanciallv, and it is the 
duty of this commisdon, as well as that of every thoughtful citizen, to see that 
tho railways are properly protected. Great as they are, and rich as they are, 
public sentiment has a great deal to do with maintaining the railway system 
profitably or of letting it go to t he dogs. You all are old enough to see the effects 
of railro id cutting. 1 am getting a carload of produce at half pr.ee; I rejoice that 
I only pay $'>() for this car of freight when I used to pay $1.10. The managers of 
other railroads hoar of it, and they bring a carload through their road for half 
of that again, and in addition come to my place and give me a chromo, or a, free 
pass, or something of that sort. I don’t know anything about it, excepting that 
those rates are ruinous, and that no railroad could maintain ilself long under 
such a condition of affaiis, and no thinking man or community of men wants the 
railways to bo prostrated or lose money and breome bankrupt. If they should 
wo would all be in tho same condition: but I look, as iar as is possible from my 
point of view, to the fact that tins nation ol ours is so richly dowered with natural 
resources, mineral, agricultural, climatic, With everything that is conducive to 
wealth and prosperity, and to tho fact that we liavo acquired just now such a 
position of vantage over tho Old World producers, and I he ievo that we will all 
concludo that it becomes us all as much as possible to preserve this condition of 
affairs rather than to injure the railroads by putting a restriction that would act 
injuriously on every industrial or agricultural interest of the country. They must 
be prosen ed and cared for as an integral ] arc of the prosperity of the country. 

Q. You say if legalized pooling is not al.owed. that these consolidations or com¬ 
munity' of interests which I have alluded to would ho apt to be for ed because of 
refusal. l)o you believe that there is now such a consolidat ion of the railroads of 
the country, uniting three or four great systems, and that tho community of inter¬ 
est and management between those great systems is so compact that the roads are 
virtually relieved of the necessity of asking for legalized pooling'- 1 —A. Perhaps 
that is measurably true, aud I believe the great lines of transportation railways of 
the country have been driven to that resort as the only alterna; 1 ve between throat¬ 
cutting rates and saving themselves from los". I think if Congress had legalized 
pooling 3 or 4 years ago, that such a thing as the great Pennsylvania system 
trying to control the Baltimore and Ohio, or of any great system controlling 
the other by acquiring a majority of its stock there would bo no necessity for 
theso things; and after that I never could see how anything but a destructive and 
wasteful competition between railroads will ensue unless they have themselves 
the privilege of pooling, or unless other courses necessary to their safety shall be 
provided. 1 think you have struck the hinging question to-day affecting tho trans¬ 
portation interests of the country. 

Q. In what way would you enlarge the powers of the Interstate Commerce Com¬ 
mission to have it more effective?—A. I would suggest, without a great deal of 
thought on the subject, that their powers could be properly enlarged by placing 
them in charge of pools to be carefully provided for by law, and that the decisions 
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it stands to reason that it there were, if laws were provided for pooling under the 
care, oversight, and direction of the Interstate Commerce Commission, that their 
decisions should stand, and they would prevent unjust discrimination. Such laws 
would make all railways more or less prosperous and re ieve the railway com¬ 
panies lrom this dire necessity of controlling the stock of other roads in order to 
cut loose from dangerous competition. The waste of competition has been a great 
factor at times in the affairs of our country, and these vast combinations that have 
be^n formed within the last 2 or 3 years are the result of wasteful competi¬ 
tion between institutions of the same kind, one on one side of the street and the 
other on the other. One city has a great industrial plant, and an adjoining city 
has another of the same kind; the competition is great, and the result is loss of 
property, loss of money, bankruptcy. This country for a hundred years has been 
subject to these vicissitudes in trade until we come to look for a general panic 
about once in 10 or 13 years, after which everybody will start up again. That 
seems to he the American idea. 1 think as years go by we gain wisdom by 
observation. Wo do not want to break up every 10 years to be disgraced before 
the world, but we want to preserve what wo have. These combinations have been 
driven into the position they occupy, because I think the claim is an unreasonable 
one that the one general expense of 10 manufacturing plants is no greater than 
would be the expense for a siugle plant. In other words, they can reduce tho 
cost of production and give the people of the world the benefit of the reduced cost 
and avoid this competition which I spoke ol as being so dangerous to the interests 
of all. 

Q. (By Mr. Kennedy.) You make suggestions of legalized pooling, and yet you 
make admissions the other way, which suggests to me to ask you if you do not 
concedo that this combination, or this consolidation and community of interest 
movement has gone so far forward as almost to make the question of legalized 
pooling an obsolete one?—A. It is drifting in that direction; just another view of 
the same question. 

Q. (By Mr. Phillips.) In the event of general consolidation, how would you 
suggest that unreasonable freight rati s could be prevented by the public? What 
course would you advise, or legislation would you suggest, to prevent the roads 
from charging unreasonable rates?—A. If they effect such consolidations as have 
been hinted at I know of no way to correct; it might be such an imposition upon 
the people of the country that the Government would be compelled to take pos¬ 
session of tho railroads; the public would bo driven to that last extremity. 

Q. You spoko of the difference between water transportation and land trans¬ 
portation: could you give the commission the cost of transportation, say, to New 
Orleans by the river, and the cost by rail to New York, and the difference in dis¬ 
tance?—A. The question opens up a very interesting branch ot this investigation, 
and in my report I referred tenatively to it, so that you might think it over 
later on. Coal is carried from Pittsburg to New Orleans by water, 2,000 miles, in 
round numbers, at an operating cost of less than half a mill a ton a mile, if I am 
right in my calculations—a dollar a ton from Pittsburg to New Orleans. That is 
probably the cheapest transportation in the world—a half a mill a ton a mile. 
Coal has been carried by contract in late years at 30 or (10 cents a ton, and the 
empties brought back by the boats carrying these fleets of coal, so that if you 
count a mill a ton a mile you are giving the transportation interests a large and 
reasonable profit. 

I think that no railway transportation can be profitably carried on at much less 
than half a cent a ton a mile. I think that is .about the minimum the railroads can 
carry freight at a profit, judging from all the information I have. That rate would 
make the cost at the minimum rate to New York, which is 430 miles, $2.25 a ton. 
Hence it requires no argument to prove that if the United States Government 
keeps these waterways open, by such improvements as are common to navigablo 
waterways of the whole world, that this country can maintain its supremacy over 
allother peoples of the world in the matter of supplying cheap transportation, 
and particularly of coal. Coal is becoming the great staple of the world. You 
can’t manufacture anything without coal. Fuel is of more importance than ore 
or anything else. If there is no fuel you can not make anything out of tho other 
elements. Until within the last few years there was a good supply of fuel in 
Europe, but thoughtful people say that the supply is diminishing yearly in the 
ratio of the increased productions of Europe. The natural result has been a coal 
famine in Europe, and they have not seen the end of it. Coal within a year has 
sold at the mines in England, and the supply is short of the demand, at as high as 
$8 a ton. 
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A firm in the coal business that I know very well has sent several cargoes of coal 
to London within the last year, and the price of transportation by the ocean is 
comparatively high at this time for the lack of bottoms. This firm sent two car¬ 
goes of coal to London. They sent special agents with the cargoes to look after 
the handling of the coal and see that nothing went amiss with the cargoes, port 
rates and all these things being new to our people. The firm gave away many, 
many tons of their coal—delivered it to people in London who were anxious to see 
what American coal was like—to see whether it was good for fuel at all. The two 
cargoes were therefore sold under these conditions, and with expenses of extraor¬ 
dinary character, and when the money came back from the sale the firm found 
they had netted 25 cents a ton more tor that coal than the highest price received 
in t his country during the year would have brought. Since that time a good many 
cargoes have gone to London, and cargoes are going to continental Europe. In 
southern Europe, in Italy and Spain, but particularly in Italy and on the Medi¬ 
terranean coast, hundreds of manufacturing concerns have closed their doors to 
go out of business for want of fuel. The United States minister to Italy within 
a few months has written home his impressions to the United States Government, 
and they were sent out to the public generally, lie states that 112 manufacturing 
concerns, to his knowledge, had gone out of business with abundance of orders 
on hand: that what little coal that could be bought in the neighborhood was $9 a 
ton. while coke was $12 a ton. 

The serious part of this whole question is right here, not that the man who has 
coal and coke to sell can make so much money by sending to Europe, but it looks 
very much as though the producing centers ot the world were going to be shifted 
to the Unit d States. Then, if the question of transportation, which is a most 
important one, is wisely handled, if we are given laws that will improve our 
waterways so that we may have equal chances with railroads without discrimina¬ 
tion. without excessive charges, our producing interests will ho brought to a point 
that is hardly dreamed of by any of us. No man can tell where the destiny of 
this country will lead ns. History tells us there was a fight in this country for 
about, one hundred years to make our expenses, our expenditures, in Europe pretty 
nearly equal to our exports; in other words, have as small a deficiency as possible, 
and we fought against that difficulty lor about a hundred years. We were, as a 
nation, like a man spending moro than his income every year, and after having 
maintained an existence all this length of time, with the balance of trade against us 
constantly, until overwhelmingly in debt to Europe, with the usual panics, repudia¬ 
tion, etc.; now we find that under the present condition of affairs we are gainers 
about$(tt)0,00i),000 in gold a year. Foreign nations are paying tribute of $(>00,000,000 
to this country annually, and the amount can be increased to double that amount 
by wise policy in the producing interests and the same m the transportation inter¬ 
ests of this country. It is a question of transportation, in my judgment, even 
more than of production. 

Q. (By Mr. Phillips.) Can you give the commission the cost of shipping from 
Pittsburg by way of N( w Orleans to Europe, and the cost of shipping Irom Pitts¬ 
burg by way of New York to Europe?—A. Rates of froight from Pittsburg to 
Europe, via New Y r ork and New Orleans, are subject to great fluctuations. Ocean 
rates are governed entirely by the amount of freight offering. The smaller the 
volume of tonnage the lower the rate; and as the grain business is so large in 
volume the ocean rates are always higher (luring the season of the year when 
grain is moving in large quantities, and vice versa. 

Shipments of grain at present are very light, and, consequently, rates very low 
on everything. For instance, the present rate on grain from New York to Liver¬ 
pool is about Ud. per bushel, or about $1 per ton; while last fall the rate was as 
high as (id. per bushel, equal to about $4 per ton; and rates on iron and steel in 
proportion. 

The rate, Pittsburg to New York, on steel rails, which has been one of the 
largest items of export, is $2.80 per gross ton, so that at present rails could be 
shipped from here to Liverpool at about $ 1.25 per gross ton. 

Shipments from Pittsburg to Europe, via New Orleans, are not of usual occur¬ 
rence. If river navigation were more certain, so that contracts for cargoes could 
be made in advance, doubtless these could be made advantageously, especially 
during the period of heavy shipments of cotton, when dead-weight cargo is desira¬ 
ble at ballast rates. 

I only know this, that when you get goods to tide water the transportation then 
is infinitesimally small as compared with transportation by land. I think it is 
estimated that the operating cost of ocean carrying vessels is a tenth of a mill a 
ton per mile; not the price that a man will build a ship and carry goods for, but 
it costs the shipowner that amount in wages and general expense of working the 
vessel. 
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Q- (By Senator Kyle.) Do you think the ocean carrying conditions will be 
improved by the reestablishment of the American merchant marine?—A. This 
follows as a corollary. 1 am strongly in favor of the Government acquiring own¬ 
ership and assuming operation of the Isthmian canal. I think it is necessary for 
the future of this country, but it does smack a little of absurdity that we should 
spend $200,000.00;) to construct a canal and not have any ships to go through it. 
Every year, on account of the increased cost of transportation and the lack of 
increase in means of transportation, the shipmasters have raised the rates, and we 
are paying an enormous tribute to foreign ships. It is not, therefore, a great thing 
to ask the United States Government for a lew millions of dollars to do as other 
nations do and have been doing, and by which means they have established their 
merchant marine by subsidies. 

C*>. You justify subsidies, do you?—A. I do. If anybody can show how the 
reestablishment of the merchant marine can be accomplished by subsidies I would 
adopt them. 

Q. (By Mr. Farquiiar.) Would the subsidizing of the American merchant 
marine induce the carrying of freight any cheaper than the lines do at present?— 
A. I could not tell you, but I could go a little further and anticipate part of your 
question by saying that we can't find bottoms to carry the stuff we have now even 
at the present prices. 

Q. Isn't it the general rule that all commerce will take the line of the least 
obstacles and the cheapest?—A. Yes. 

Have you any plan to propose to this commission to reestablish the American 
merchant marine, maintain seamen's wages, and secure interest on money to 
Americans who want to make investments, even it the ships .are subsidized?—A. 
Subsidies meet all deficits of increased wages and increased cost of American 
transportation. That is what the subsidy is lor; paying it right out of the Treas¬ 
ury. Then we control our own transportation in a measure, and we must do that. 
Other countries have done it. and it seems to me it is inevitably true that we must 
do it if we want to reestablish our merchant marine. In this great, rich country 
of ours it seems to me a shame that wo have not got it. And let me state another 
thing right in this connection. A vast market for American products is on this 
American continent, right at our very doors—Mexico. The Latin-American coun¬ 
tries are all anxious to buy goods from the United States and tiansl'er their busi¬ 
ness from the older countries of Europe to the United States. They sent their 
commissioners to this country, and they impressed that fact upon us by every 
possible means. Their mercantile agents come here and tell us: "We want to 
transfer our markets to the United States, but. gentlemen, you must deliver the 
goods. The Germans deliver them, the English deliver them, the French, the 
Spanish, the Italians deliver to us all our goods. We have no merchant marine 
that we can buy your goods and deliver them in.” They are clamoring for trade 
with the United States, and we can not supply them becauso wo can not deliver 
the goods. 

Q. (By Senator Kyle.) How long should the subsidy continue, in your judg¬ 
ment?—A. I have not thought of that. We might tale observation from the older 
countries and see how long they have had to pay it. also whether the lines could 
at last become self-supporting. It eventually leads to free trade. I am a believer 
in protection a priori, but when we can sell nails, structural iron, and everything 
made of iron and steel abroad, the necessity tor the tariff disappears. 

Q. The infant has grown?- A. It can take care ot itself. Now, when this baby 
marine launches out it has got to be taught to transport itself. Somebody has 
got to provido the means for holding this infant industry up. But in the course 
of time, when it is found our ships can sail as fast as those of Europe and we can 
manage as cheaply as others, then let the subsidy cease. But I do not know when 
that will bo or how long it will be. 

Q. (By Mr. Phillips. ) Is it not a fact that our shipyards are all busy and over¬ 
worked to-day, and that such men as Hill are entering upon the business? Have 
we not now men exploiting the land? Are we not turning to exploit the ocean 
without the subsidy, and are not our shipyards turning out work as rapidly as 
possible'?—A. I think not. 

Q. Then how do you account for Norway and Sweden making more rapid 
progress in shipping without subsidy than other countries with it?—A. Because 
they were maritime nations from the beginning; they were such 2.000 years ago. 
They sailed ships when no other country could sail them. They sent their armies 
down and overran other countries. Their people are sailors. We are thinkers in 
this country. Even our men that work with their hands are being educated, and 
they are thinkers. These fellows were simply sailors and buffeted the storms. 
They had powerful physiques and overcame everything that came in their way. 
We have men who must receive more attention than those savages did. We can 
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not ask men to work for 10 cents a day and expose themselves to the storms of 
the ocean, as these Scandinavians of the North did. They were born sailors; their 
country was poor, and they did not know that iron in Norway and Sweden was 
worth anything, They did not know it was under the ground; if they did, they 
did not know how to use it. But in our country we look at things without tho 
lapse of a thousand or two years. We have to pay more for labor, and when we 
put ships on the ocean we have to pay men more wages. 

Q. Do you think it would be proper and right to grant a very large subsidy with¬ 
out regulating the co>t of transportation or the Government having anything to 
do with fixing freight rates? Or would you have tho Interstate Commerce Com¬ 
mission consulted in regard to the rates, if the Government gives a large sum?— 
A. I would suggest as a solution of that query that the Congress ot the United 
States create a new department, called the k ‘ department of commerce and industry,” 
and that the business of subsidies should be entirely in the hands of that depart¬ 
ment. I think that is a necessity of the Government that can't be in any way 
overlooked. They send seeds arouud the country from the Department of Agri¬ 
culture, and the Secretary of the Department of Agriculture and the Secretary of 
the Interior Department give attention to many matters, but theso questions you 
have under advisement here overshadow them all a thousand times, and they have 
no representative in tho Cabinet of the United States. It is high time they woke 
up to that fact. Wide-awake people that wo are, we must wake up to the fact 
that there are still some things that we do not have in this country, and one special 
lack is that of a department to bo known as tho “ department of commerce and 
industries." 

Q. (By Mr. Phillips. ) Still you would nol make that more important than the 
Agricultural Department'''—A. Of course, the Agricultural Department is estab¬ 
lished already. 

Q. (By Mr. Kennedy. ) You said m your prepared paper that there should bo 
no rivalry between rail and water transportation. Would not that eliminate 
competition between the two methods of transportation and remove the influence 
of the waterways upon lower rates of transportation?—A. There is such a thing 
as legitimate competition that we must tako cognizance of. The rivers are placed 
here by the Creator, and no doubt intended for transportation and the develop¬ 
ment of civilization. They are the great balanco wheel compelling equity from 
railroad companies against extravagaut charges. I might go further and say that 
the railways havo no right to complain of the cheapness of water transportation. 
The heavier and the cheaper products are transported at a rate that justifies their 
being carried from one part of the country to tho other, just as the ore from Lake 
Superior is carried a thousand miles—into Pittsburg—and turned into steel, because 
of the cheapness of transportation. The railroads at the lowest paying rate that 
can bo imagined can not bring ore to Pittsburg and enable us to competo with any 
other country in the world; andlherefore the iron ores of Lake Superior would be 
worthless to us, and the railroads should not complain. But tho very moment 
that there are a thousand vessels carrying ore from Duluth and the ports of Lake 
Superior to the ports on Lake Michigan and Lake Erie, that moment the 
demand for railroads for the class of goods that can not be carried by the slow, 
way of water transportation arises, and railways will spring up and they will 
find a profitable business in the transportation of those articles, to say nothing 
of the transportation of passengers who will not go by the slow boats. I want 
to say that from absolute knowledge. You take Franco and Germany espe¬ 
cially, and they havo improved every little creek and natural stream of water 
that could he improved by any possibility, and made it into a canal or a navi¬ 
gable stream. They havo pushed the improvements by dams and dredges and 
locks, and all that, hundreds of miles into their mountains, and men work¬ 
ing in tho forests a long way up from their distributing centers, where they 
have the means of working in wood, iron, and other things, sending the products of 
their farms down. They find that they get cheap transportation, and they develop 
their country to a very groat extent. In a short time those streams have been 
paralleled on both sides by profitable railways all through France and Germany. 
Anyone of you who have traveled in those countries can see it for himself. There 
never were any railways there before. There is an improvement there which any¬ 
body would not- 

Q. (By Senator Kyle.) (Interrupting.) Has there been adecreasein the tonnage 
since?—A. I do not know. I thought it incredible when I read an article I find in 
the Chamber of Commerce Journal. A leading editorial in that paper gives notice 
to Great Britain that she must improve her waterways; that the British must con¬ 
struct new canals; that they must give their people cheap waterway transporta¬ 
tion, or their prestige is gone as a manufacturing country. We all know that the 
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London Chamber of Commerce is the central authority in all commercial and 
transportation matters for the British Empire, and so much importance is attached 
to the expression of the London Chamber of Commerce that the president of that 
body is by courtesy, I think—I do not think it is by law—by courtesy, is entitled 
to a seat in the cabinet, because he is supposed to represent the sentiment of the 
commercial world through the London Chamber of Commerce. No act that is 
passed by Parliament affecting the commerce or the industries of Great Britain is 
enacted without being submitted to the London Chamber of Commerce first of 
all. They are of all nations of the wo; Id a commercial nation, and we must not 
be the last to learn from the experience of a people who have led for a thousand 
years, as has Great Britain. This is a most humiliating statement for them to 
make. 

Q. (By Mr. Kennedy. ) Have the water rates had an influence on the rail rates?— 
A. Most unquestionably; and a wholesome one. 

Q. Then you will qualify your statement that there should be no rivalry between 
them?—A. I do not see why. from the fact that railways are jealous of water trans¬ 
portation. They would interfere with the improvement of the Ohio and Missis¬ 
sippi rivers if they could, and yet they know as well as, or better than, anybody 
else that the improvement of these waterways and the development of traffic on 
the lines of the waterways has made the railways pay. 

Q. There is competition between them, is there not—naturally, rivalry?—A. 
There is, but I said there should not be. 

Q. (By Senator Kyle.) You mean hostility? Healthy rivalry is a difforont 
thing.—A. Healthy rivalry is a different thing. Let me illustrate. When I was 
a lad there was no commerce on the Monongahela River at the country river towns. 
A few boats, little ratts, and logs would go up and down once in a groat while, 
and that was all. Pittsburg was a little town of no account outside of its own 
local interest. General Moorhead got a concession from the General Government 
and the State of Pennsylvania to put a system of locks and dams in the Mononga¬ 
hela River as far as Brownsville. People all thought he was crazy, and that the 
enterprise would break him up before he got through with it. But lie got a con¬ 
siderable improvement on the Monongahela, and soon after the river was made 
navigable this wonderful Youghiogheny coal was discovered. That coal came 
out in small quantities and gradually increased tho traffic on the river until it 
amounted to millions of dollars. Now the Pennsylvania Railroad Company has 
that river paralleled with railroads on both sides and they are paying routes. On 
tho Ohio River, where the General Government has been making improvements 
by the movable dam system, the different railroads, the Baltimore and Ohio, the 
Wheeling and Kentucky, the Pennsylvania system, and the Vanderbilt system are 
paralleling the Ohio River. They have paralleled the river up to Mr. Phillips’ 
town. And that is supposed to be one of the favorite water routes for bringing 
the lakes and the Ohio River into connection by waterway transportation. 

Q. (By Senator Kyle.) And yet the water tonnage on all those rivers has 
increased year by year, I believe?—A. It has increased year by year. The increase 
is not a regular increase, for the reason that the vicissitudes of low and high water 
sometimes interfere with the year's traffic, but in tho general average you will find 
that the increase of traffic on the western rivers is in an enormous ratio. As I 
said in my paper, the traffic handled in the Mississippi Valley on the rivers is 
30,000,000 tons—an amount which we can scarcely grasp- and that could be 
increased to double the amount if the Ohio River, which furnishes most of the 
freight, were improved. The Ohio River furnishes more than tho Mississ.ppi and 
all its other tributaries. We give the Mississippi Valley 17,000,<).,0 tons a i against 
13,030,000 or 14,000.000 tons originating on the Mississippi system i self outside 
of the Ohio; and if you Will come to Pittsburg, I will show you there fi months or 
5 months or 4 months of the year a million tons of coal in the pool waiting ship¬ 
ment on the rise of the river below, a million tons of freight. The one initial 
dam, movable dam. made by Colonel Merrill, of the United States, rmy, known 
as the Davis Island dam, is a thing well worth a visit by anyone who has not seen 
it. That has given Pittsburg a harbor fr< m 10 to 12 mi es long and as deep as you 
want it all the year round, and when the rivers are in a natural condition of 
activity and fit for boating, as they are now, there is no dam m the river at all- 
free open navigation, and the boats come and go. But when the rivers begin to 
fa'l it is necessary to store the water. Then the movable dam appears in the river, 
and in 21 hours there is a lake storing water 10 or 12 miles around P ttsbu g up 
the Monongahela to Dam No. 1, and the f.ame up the Allegheny, and in ihat 
harbor you wdl find a mi'lion ton? of stuff awaiting shipment to New Or eans. 
The Government is pushing that plan of river improvement, and there are per¬ 
haps 10 or 12 or 14 or those dams now under way. 

Q. (By Mr. Phillips.) How do the boats pass through that dam? Does it not 
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obstruct navigation?—A. They avoid that by means of a lock. The lock is the 
largest lock in the world, not excepting the Suez Canal lock, and will take four 
Ohio River steamboats through at one time and a whole fleet of coal. It is (512 
feet long and 115 feet wide One of the wonders of the world is that Davis Island 
dam and lock, and that system is being pushed as rapidly as possible until there 
will be continuous navigation on the Ohio River from ono year’s end to another. 
There are some 12 dams under contract now, and some nearly completed, and 
when these dams are completed, as they will be in some years, you will find that 
the navigable period of time will be increased on the Ohio River about 2 to II 
months and there will be a corresponding increase in tonnage. 

Q. {By Mr. Kennedy.) Are the people of Pittsburg making any contention 
with the railroad people about the discrimination that is practiced against Pitts¬ 
burg in favor of Buffalo?—A. Yes, there is complaint. There is discrimination in 
theory, and it is the only act of discrimination that I have any knowledge of 
whatever. 

Q. Will you please describe it?—A. As well as I can. It is due to the Trans¬ 
continental Traffic Association—I do not know what you call it, but it is the associa¬ 
tion that controls the traffic of the East and West. They fix their terminals. 
Pittsburg is an eastern terminal, and so is Buffalo. Those are the termini of the 
system. Pittsburg is 70 miles nearer Chicago than Buffalo, and we are charged 
the same rate to Pittsburg that is charged from Chicago or Milwaukee or Buffalo, 
and they have ?() miles in their favor. Now, the thing does not stop there; it 
would not hurt to pay as much as Buffalo if it did. Buffalo is near the center of 
a large market, and she then is enabled to deliver her goods in the centers adjacent 
to Buffalo at a much lower rate than we can get, to those centers, because we have 
70 miles additional to traverse to reach her territory; to reach her limit as it 
were. We are 70 miles behind her in eastern shipments, in that we have to pay 
for the extra 70 miles going east, and Buffalo pays nothing for it going west, and 
that is a general Bource of complaint. Our merchants have time and again called 
attention to it, and the Chamber of Commerce took the matter up and visited the 
railroad companies and labored with them and said, “ Why do you not give Pitts¬ 
burg credit for this 70 miles?" They make a plausible answer and say, “Why, 
this thing affects a dozen different railways. The Pennsylvania Railroad can not 
correct it, becanso it is the only one which comes here. They havo this 15 per 
cent. You will have to regulate the whole system. In the course of time you 
will perhaps get the redress that you want, but you can not get it now because 
you are one of tho terminals." Then, again, you see a man can ship to the Buf¬ 
falo terminus at a certain rate and then get down to New York much more 
cheaply than we can from Pittsburg to New York, and we do not like that. Then, 
they say New York is a competing point. And so is Buffalo a competing point. 
The river is there, and the Welland Canal comes in there, and laymen like myself 
can not answer those things. I can not. I am sure. If we were all in business 
and we were shipping to a competing point, we would have to compete with 
everything that was at that point to obtain the trade. If we had the trade in a 
point that was not competing we would charge what rate we pleased, and we 
would charge a good round rate. And that is the point, of contention with the 
Pittsburg men, that we do not get shipments from the west on the same equitable 
terms that Buffalo does. 

Q. (By Mr. Kennedy.) That, makes more competition between Buffalo and 
those points west of Buffalo?—A. Yes: they throw that in; that they can move 
stuff from Buffalo to Europe without breaking bulk. 

Since writing the above. I learn that the differential in favor of Buff alo as against 
Pittsburg has been removed, and the two cities in question pay the same ratable 
charges on through height. 

Q. (By Mr. Phillips.) Do you know how large (he ships are that can get 
through the canal?—A. I think a vessel drawing more than 14 feet of water can 
not get through the Welland Canal. The Canadian government has asked the 
United States again and again to join in deepening the Welland Canal, giving ns 
all the concessions we want, or to unite with us in constructing an entirely new 
water route. Or they say they will come over on the United States side and pay 
half the cost of constructing a United States waterway altogether on United 
States ground. 1 he British people appreciate the value of getting to tide water 
without breaking bulk on the lake tributaries. 

Q. (By Mr. Kennedy.) Have the merchants of Pittsburg made any complaint 
about recent increases of rates by changing goods from one classification to 
another?—A. No. I could em race in the answer to this something I said a little 
while ago-that the i stitution 1 am connei ted with tr ed the experiment for 2 or 
3 years of proving b our own people that there were wrongs in the wav of dis¬ 
crimination which should be righted, and we made a complete failure of it. So 
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if there are instances of discrimination they are kept carefully from the public to 
the extent of furnishing any reliable information on the subject. I was, I confess, 
very much disappointed. I believed that there was a large amount of discrimina¬ 
tion against Pittsburg, from public opinion and general clamor, and I thought 
that the chamber of commerce was the intermediary by which those wrongs could 
be righted. 

I am not speaking particularly about discriminations. I am speaking about 
raising the freight rates indirectly by changing goods from a lower to a higher 
classification.—A. I do not know of any general complaint. 

Q. Has that come up in a recent period?—A. I think not. I only know, as I 
think I should have told you, that 1 am not an expert in railway transportation. 

I only deal with such facts as I can compass; but from the best knowledge that I 
am able to get the railroad companies themselves—the great trunk lines—have 
been engaged for years in an endeavor to simplify the classifications—to make 
them more uniform throughout the whole country—that they are at work at it 
and have been for years, and they have reduced the number of classes very largely 
already. I believe this is their claim, that if they are left alone they will, in the 
course of time—say within a year—secure as nearly as possible an acceptable and 
suitable classification of freights for the whole country. They think that is a 
matter which they alone are able to handle successfully. 

Q. I should like to ask you whether, in your opinion, labor organizations on the 
whole have been beneficial to the industries at Pittsburg. Of course, that includes 
all those engaged in those industries.—A. I would not say they have. Up to 
within the p“riod of a few years I think that most of the labor organizations in 
Pennsylvania worked mischievously to the men who were members of the organ¬ 
izations; but now, within the last half dozen years, I am undergoing a change of 
mind on that subject. I meet the officers and representatives of such bodies, and 
they are men as intelligent as the general run of men sitting around this tablo, I 
was going to say—which is saying a great deal. They are not unreasonable. I 
have myself been nearly all my life employing men and opposed to labor organi¬ 
zations, as I say; but now 1 am less opposed than 1 was. 

Q. (By Mr. Phillips.) Opposed to organized labor?—A. That is what I mean; 
ana I have never yet seen it fail in a single case where organized labor has asserted 
itself, that, with a meeting of both parties, it has not been settled; and now I 
believe that the men who are controlling are entitled to more consideration than 
they ever were before, and if properly handled under proper regulations. I think 
they oan be made more useful in preventing strikes and labor troubles which are 
constantly threatening this country. From my own standpoint, generally, I do 
not see the difference between meeting three or four intelligent mechanics who are 
representatives and conferring with them about the difficulties in the trade with 
the employer and consulting with the men who are in workshops; and that has 
been mainly the point of difference. The employers will say, “ If a man is over¬ 
worked and underpaid let him come into this office and we are here to hear him; 
but if he and his colleagues think that they are not getting justice, and they send 
the secretary of their union and the representatives of the union, we will not hear 
those ii men, 1 ’ Now, from the standpoint of simple justice and equity, why are 
they not justly entitled—if there are 5,000 men working in a big works, they can 
not all come in in a body—to send their representatives to this manuf acturing con¬ 
cern, who represent themselves by delegations and not by the stockholders in a 
body? And I assure you that the character of the men is such that you can very 
well afford to confer with them. I see pictures in the paper there [indicating] 
of two or three gentlemen who are officers of the trades unions about Pittsburg in 
this sheet-steel trouble, showing how the employers had to receive them. They 
made an amicable adjustment of the whole difficulty. The labor leaders showed 
themselves just as intelligent as the men who control the Carnegie works in their 
own line of business: and by and by, I think, when they come to have the right 
of representation, if you choose to call it so, and a right to organize for all lawful 
and proper purposes, you will get a better understanding of those men, and there 
will be fewer strikes and less difficulty in the labor situation than there was under 
the old condition of affairs. 

Q. In view of the great growth of corporations, which are said to he soulless, 
and of the elimination of many individual employers, do you see the necessity, as 
a measure of self-defense, for the men to organize for self-preservation?—A. I 
think it is a good thing for them. I do not know how they could have their diffi¬ 
culties or their questions of right or wrong settled in any other way than by organ- 
izat on. In the old times a man would have a blacksmith shop and he would work 
himself and have two or three helpers. Then they did not need any organization; 
they did not need any representatives. He was among the men and he knew what 
was wrong and so did they. Now, the men who control the great industries of 
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the country do not know their men; would not know them if they should see them. 
If a man should go into the office of the employer and say “I have been abused 
and cheated out of my wages,” the employer could not settle the trouble. He does 
not know anything about the man or his work, or his rights or his wrongs. But 
if the men are represented by intelligent men and the managers and foremen that 
know the conditions of affairs are, they stand a better chance of settling those 
things than by going in singly and making a plea themselves. 

Q. (By Mr. Kennedy.) Do you believe if a representative, who is not subject 
to discharge, is sent to the concern there is less danger of wreaking vengeance?— 
A. Yes, that is one element in this question; it is a very important one. 

ty. (By Mr. Phillips.) Do you think that this great consolidation of corporate 
wealth has or has not a tendency to make both a labor class and a capitalistic 
class? Is there going to be liereaf ter the same chance for a laboring man to advance, 
become a capitalist, that there has been heretofore'.'—A. That question is a little 
deep. I do not know any good reason why an intelligent mechanic could not be 
promoted to be a manager and finally a stockholder and maybe president of a great 
industrial association. I do not see any reason why he should not if he has the 
brains and the intellect to raise himself above (he army of h:s fellow-men. 

Q. (By Senator Kyle. ) How about some of the managers of the Carnegie works 
and the president of the Pennsylvania Railroad and some of those men?—A. The 
managers of the Carnegie works are all men that have been taken from the ranks, 
and the consolidation has chosen those men to conduct those vast business interests. 

Q. Is that true of Mr. Schwab?—A. Yes: Mr. Schwab was a working man in 
Ibe yards of Mr. Carnegie's works when he began, and he is the president of the 
billion-dollar association. And Mr. Corry was taken from the ranks. 

Q. (By Mr. Kennedy.) And Mr. Carnegie was'-'—A. Mr. Carnegie delivered 
messages from the telegraph company to my father's tanyard down there—a little 
bullet-headed boy—and I can scarcely imagine that he should control the indus¬ 
trial world, nearly, but ho does. 

Q. (By Mr. Phillips. ) Did not these men all start when the industry was small? 
And is it not true that they could not have done so if the industry had been quite 
large?—A. The Carnegie institution—the Edgar Thomson Works—was a big insti¬ 
tution when Mr. Carnegie took hold ot it. They could not make good steel, nor 
good steel rails. By and by they got an intelligent workman there. His name 
was Jones. Mr. Jones showed the Carnegie people howto make good steel and 
good Rteel rails. He was a workingman, taken out of the Cambria Iron Works, 
and he met a very shocking death in one of those great retorts. One of them 
burst, and he ran in to help the men, and they were all burned together. But he 
was a workingman, as I told you, taken from the furnaces at the Cambria Iron 
Company. Other men came along. There were men in there who were capital¬ 
ists who were all turned out of their jobs- all capitalists. Mr. Carnegie turned 
them all out, and put these workingmen in one at a time, until there is scarcely a 
man who is at the head of the Carnegie concern, unless in some clerical depart¬ 
ment, that did not start in the yards of the Carnegie Company. Mr. Schwab is a 
conspicuous example, as is his brother, and Mr. Corry is another. They are all 
young men, and have worked at the furnaces and at the rolling. And I can see 
no good reason why, in view of all these gmat consolidations, that men having the 
skill and brains should not be promoted just as they were. The question of these 
consolidations is attracting the attention of thoughtful men all over the world. 
We do not know what the future of this thing is to be. I do not know how we 
can forecast it successfully, and it is of such magnitude that we are trying the 
best we can to look out for the future. In the first instance, many people say we 
are all going to destruction in this country because individual effort will be crushed 
out and nothing but the monopoly will he left. But, in point of fact, since these 
consolidations began (some half a dozen years ago the first of them was under¬ 
taken in the great industrials of this country) wo have begun to control the 
markets of the world. We can make things more cheaply, and it seems we are 
making better things than we did before. The query, then, is, if we abolish these 
consolidations and put the concerns all back into their original condition, whether 
we would not be working a serious injury to the general welfare of this country. 
These are questions that are too great for me, hut they ought to be considered. 
The rapid progress we are making in supplying the world is of such a character 
that we must be careful and conservative when we disturb the elements of trade 
that have done so much for us. 

Q. The champions of industrial combinations are now saying that one of the 
very fruitful causes of financial panics or crises in the past has been overproduc¬ 
tion, and if that conld be done away with there would be less danger of th se 
financial troubles; and they say that these great consolidations that are taking 
place enable those in control of a certain line of industry to keep the production 
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equal to the current demand, and in that way prevent overproduction; and that 
when all lines are so controlled that will be the means of preventing panics and 
crises. Do you take that view of it?—A. Scarcely. It has this bearing: The world 
is getting larger. It needs and uses more material. The world is richer and it 
has more money to pay for what it wants. Our own country has grown from a 
handful of people in 1770 to nearly 80,000,000 people now, and we are ourselves 
consuming enormously. The world is expanding rapidly, and the wants of the 
people are expanding in proportion. So I do not see really any very great danger 
from overproduction at the present time. But if there were, and these combina¬ 
tions have the power to curtail production, to that extent they have the power to 
avoid panics. 

Q. (By Mr. Phillips.) Would they also keen up prices in doing so?— A. I sup¬ 
pose they would. But there is a feature of these combinations that has never 
been broached here. As yet I have not said anything about it. But 1 want to 
say that I can see nothing illegal and nothing especially harmful in combinations 
per se. I can see nothing but good that will come out of a condition of affairs 
where we get out of the excessive competition and cutthroat prices to a condition 
of healthy business. But when we consolidate interests worth a million dollars 
and capitalize them at $10,000,000 or $-30,000,000 and people buy those securities 
and all that kind of thing, that bodes ill for the future of this country. You can 
not pay interest on water. You may temporarily: but the world is wide, and 
even the great consolidations of this country may find themselves hustled by 
smaller and more active industries before they are through with it. The serious 
question before ns is the watering of stocks to an unlimited extent, and the fact 
that people are foolish enough to invest in them. The very people who denounce 
these combinations are the people who invest their money in these stocks. 

Q. Do they not also extort money from the people to pay dividends on these 
stocks:—A. Oh. that is all right if you hold them and I hold them. But it is on 
the widows and orphans that it is all unloaded by these fellows. They do not 
care whether there are any dividends on the water; and those are the men 
who are unloading the stock of those concerns. I may be talking to some of my 
friends here who are in it. [Laughter.] I am afraid of that feature of consoli¬ 
dation; and yet if people want the securities and like them, who is there to deny 
their right to"go ahead and buy anything they choose, whether it is water or solidly 
based stock? 

Q. (By Senator Kylk.) You can not furnish people with common sense?—A. I 
do not think you can. But l believe, on the whole, the influence of these consolida¬ 
tions has been so far for the increase and the betterment of the traffic of this 
country. 

Q. (By Professor Jf.nks. ) Can you tell us anything with reference to the freight 
rates out of Pittsburg on tin plate?—A. No: I do not know a thing about the rate 
on tin plate. 

Q. Do you know whether it has been customary for any of the steel manufac¬ 
turers or the plate manufacturers there in Pittsburg to pay freight themselves in 
advance and enter their goods “freight paid?”—A. Oh. yes; that is a common 
occurrence. 

Q. You think that is the usual custom then?—A. 1 know it is very largely the 
custom; I do not know whether it is altogether the case, but I know of my own 
knowledge that it is quite customary, and that it is considered good business for 
people to pay the freight and deliver their goods. 

Q. Do you know whether under those circumstances the charges that they make 
that are called freight charges are the actual charges they pay to the railroads, or 
whether they make that a nominal charge?—A. Presumably the actual charge. 

Q. Have you heard of freight rates being charged to customers in Pittsburg 
itself?—A. For Pittsburg productions? 

Q. Yes. For example, if a person were to buy, we will say, a ton of tin plate in 
Pittsburg, as to whether, in audition to the regular price, there would be a freight 
charge added, although it was to be delivered in Pittsburg?—A. I never heard of 
such a thing. I do not think anybody has had the *• gall” to try and charge a 
freight rate in addition to the price fixed on tin plate unless he was buying tin 
plate for foreign delivery. 

<^. The statement has been made at different times in the case of goods shipped 
out of Pittsburg with freight prepaid that the freight charges were fixed at the 
will of the manufacturers, and were not strictly the same as those that were paid 
to the railroads; and it has even been asserted that a freight charge was made at 
times for goods made and delivered at Pittsburg itself?—A. Can you think of any 
particular concern that has done that? I would li'e to investigate it. Can you 
think of any? 

Q. You might look up the matter as fully as you can with reference to tin plate. 
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I want to ask one question more, if you please: You said something with reference 
to this consolidation of railroads through the buying of stocks by one railroad of 
another, and of the large monopolies. You stated somewhat further that you 
could see no remedy for the evil except the ownership and management of rail¬ 
roads by the Government.—A. It seems to me that is the last resort. 

U. Do you understand at the present time that the Government would have the 
right to fix rates of freight on a railroad if it wished to?—A. Only under the gen¬ 
eral necessity—you might call it the war necessity, if you like—that would com¬ 
pel the Government to take radical action in assuming the control of the rai road. 

That is a different matter. The question is as to whether you understand 
there would be anyth.ng unconstitutional in a law, for example, that should 
empower the Interstate Commerce Commission to decide whether a rate was rea¬ 
sonable or not, and in that way practically to fix a reasonable rate?—A. That is, 
whether the Government has a right to prescribe the rate? 

Q. Yes. Instead of buying or owning the roads itself, and managing them, 
might it not reach the same result by simply empowering a certain body to fix 
reasonable rates?—A. I believe it has a constitutional right. 

Q. Yes. Do you think that would answer the purpose as well as buying the 
road?—A. I do not know but it would. They have the right to own the capitali¬ 
zation. The organization of the railroad company by the General Government 
gives it what is called the right of eminent domain, whatever that may mean. It 
is a public incorporation, and it is incorporated for the benefit of the public: and 
the General Government and the government of the States, if l understand this 
thing—whenever these institutions cease to be a public benefit, or whenever they 
are indicting a wrong on the public, the power of the Government will pull those 
things up by the roots, 1 do not caro whether it is a railroad or steamboat or Car- 
nagie's works or what it is. If the Government can destroy a corporation, it can 
make necessary laws to regulate it. But the Government has the right, and it is 
preserved in all the constitutions of the States, that whenever a corporation ceases 
to perform its acts and functions for the good of the country and the purpose for 
which it was organized, the Government reserves the right to wind that corpora¬ 
tion up, disband its organization, and pay the stockholders their money. So, if 
they have the right to do that, the smaller is embraced in tho larger. To adjust 
that matter the Interstate Commerce Commission might be the proper medium, 
as between the people and the General Government, for bettering just such con¬ 
ditions of rates. 

Q, (By Mr. PuiLi ips.) How would you regulate these great combines? What 
legislation would you suggest to meet these new conditions in the interest, not 
only of the industries, but of tho people?—A. The only thing that presents itself 
to my mind, after a great deal of consideration, is this: That the States should 
amend their general laws or their constitutions, as the case may be, so as to refuse 
,o incorporate any institution on any other than an actual cash basis. I think 
hat is the main thing. I do not see why a lot of men should come together and 
ut up a thousand dollars in cash and capitalize a corporation lor a million dol¬ 
lars or anything over that—and of course that allows tor good will. If they are 
running or selling a business that has a good will worth $10,000, and it is ascer¬ 
tainable, put it down at so much money; put down every property interest; put 
down every interest at its own full value. Whenever you get beyond that, the 
Government of the United States should absolutely refuse to incorporate any 
industrial or transportation company. That, perhaps, would check this condition 
of affairs. 

Q. Ought the combines to be prohibited, when they have control of the home 
market, from selling, when there is opposition, at ruinous rates and recouping off 
people abroad? If an independent concern sells goods in one of those markets the 
other great concern simply sells at cost and below, yet maintaining its price every 
place else. Is that fair? Should not the people be protected against that?—A. You 
are picturing an ideal state of affairs. The millennium is not here yet. I am not 
sure but that it would be good policy if you and I had a flour mill and we had a 
market for all the flour we could make except a thousand barrels every year and 
were getting a good price for all the balance—I am not sure, I say, that it would 
not be good policy for us to ship at the end of the year this thousand barrels that 
is bearing on the market over to Liverpool and sell it for a dollar a barrel less and 
keep the price up here. That is good business, and there is no human law or 
device that I know of by which you can prevent that condition of affairs. 

Q. But you are speaking of foreign shipments. How about it at home?—A. You 
are getting a paternal government of the most pronounced character. I do not 
know how you could do that. 

Q. This Government seeks to protect our industries from foreign competition 
by a tariff and to give our infant industries a chance to-grow. Now, has a big 
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concern a right to follow up a small industry and club it out of its market?—A. I 
think not. Anything that would interfere with legitimate enterprise ought to be 
a fair subject for governmental interference. But as far as outside markets are 
concerned, it were better to let them alone. You may recall that 80 years ago 
steel rails were worth $100 a ton. and that $100 a ton was paid in gold to foreign 
countries. The purchases drained this country of gold. They were only manu¬ 
factured in Europe, and they were paid for in gold. Our money was only worth 
50 cents on the dollar. But Mr. Carnegie, with his enormous monopoly from the 
day he began to make rails, brought them down from $100 a ton to about $20, and 
scores and thousands of men were employed who never would have known what 
it was to be inside of an industrial plant. 

(Testimony closed.) 


Washington, 1). C., May 7,1001. 

TESTIMONY OF MR. P. J. McGOVERN, 

Chairman Southern Classification Committee. 

The commission met at 11 a. in., Vice-Chairman Phillips presiding. At that time 
Mr. P. ,J. McGovern, of Atlanta, Ga., chairman of the Southern Glassification Com¬ 
mittee, was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Ripi.by.) Will you state your occupation and address?—A. Chairman 
of the Southern Classification Committee, Atlanta, Ga. 

Q. Will you make any statement respecting the organization of this committee, its 
relations to the railroads, and its functions?—A. Possibly I could best answer that 
question by quoting from a letter which 1 wrote on September 15 last to the Hon. 
John D. Mclnuis, president of the Mississippi railroad commission .* (Heading:) 

“File 710.] “ Southern Classification Committee, 

“ Atlanta , (ia. t September 15,1900. 

“ Hon. John D. McInnis, 

“ President Mississippi Railroad Commission, Jackson, Minx. 

“My Dear Sir: Some littlo time ago we received a letter from Mr. T. C. Powell, 
assistant freight traffic manager Southern Railway Company, stating that you had 
probably communicated, or would communicate, with us respecting recent changes 
in the southern classification, and ho asked that we prepare and send you a list of 
the changes that had been made in the southern classification, together with the 
reasons for those changes. Wo have received no communication from you on the 
subject, but that fact has not been the cause of our failure to write you. Press of 
other matters, including preparations for a meeting of our committee next week, at. 
which quite a lengthy docket is to ho considered, has operated to prevent an earlier 
compliance with Mr. Powell’s request. 

“The country may be said to be divided into three classification districts or 
territories: 

“1. The territory covered by the official classification, and which may he roughly 
defined as tho territory lying north of the Ohio and Potomac rivers, and east of the 
Mississippi Kiver and Chicago. 

“2. The territory covered by tho western classification, which may he defined as 
the territory lying west of Chicago and the Mississippi Kiver. 

“3. The territory covered by the southern classification, lying south of the Ohio 
and Potomac rivers and east of the Mississippi River. 

“Of course yon understand that in all three of tho territories referred to various 
exceptions to the classification are in force, in the shape oither of commodity tariffs 
or what we term classification exception sheets. 

“In dealing with classification matters we usually divide the classification into 
three parts: 

“1. The general rules which govern in tho application of the rates and which are 
published in the first part of the classification. 

“2. The descriptions of the articles, setting forth the name of the article, manner 
in which it is to be packed, etc., and 

“3. The ratings themselves, showing what class each particular article is to take. 

“ Now, in the recent revision of the southern classification, changes have been made 
in all three of the parts above referred to. Some of the rules have been changed or 
modified: many of the descriptions have been changed and, wo believe, greatly 
improved and simplified, and a good many of the ratings themselves have been 
changed. 
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“No statement has been prepared, or could be very satisfactorily prepared, which 
would show the actual and exact changes in the rules, descriptions, and ratings. 
Indeed, the. only satisfactory way by which to ascertain the changes would be a 
comparison of the present and former classifications, item by item. For instance, 
the furniture list has been entirely revised and greatly reduced as to the number of 
items in it, and it would bo impracticable to show in tabulated form the exact differ¬ 
ences between the old classification and the present one. Necessarily, therefore, 
what follows must be stated in a general way, and without attempting to give you 
exact details as to each of tho many articles or items in the classification. 

“ Organization and objects of the Southern Classification Committee .—The Southern 
Classification Committee was organized April 15,1899, and its articles of association 
provide that the object of the committee is * for the purpose of establishing uniform 
treight classification, and the publicity of same, and to aid in fulfilling the purposes 
of the laws of the States, and of tho United States, affecting eommerco. , its mem¬ 
bership is composed of ‘Transportation companies members of the Southeastern 
Freight Association, and members of tho Southeastern Mississippi Valley Associa¬ 
tion, and other companies operating in tho territory south of the Ohio and Potomac 
rivers and east of the Mississippi River (including coastwise steamship companies 
parties to tariffs of through rates governed by the southern freight classification)/” 

So that tho commission will understand that the territory embraced in the mem¬ 
bership of the classification committee is that lying east of the Mississippi and 
south of tho Ohio and Potomac rivers, and we include also the Atlantic coastwise 
steamship companies that handle business into and out of that territory. 

“The need of such a committco has long been recognized by the earners in this 
territory, and negotiations looking to its formation had been in progress for several 
years prior to its final organization. Similar committees have been in existence in 
tho official classification territory and in tho western classification territory for 
many years previous, and have demonstrated their value and usefulness. 

“Prior to the organization of this committee classification matters wero handled 
by tho freight traffic associations, along with other rate questions; bi.t it was 
believed that the time had come when this important branch of the rate-making 
problem ought to be given separate and special consideration by a committee repre¬ 
senting the whole territory; that an official ought to ho employed to gather neces¬ 
sary and proper information and data bearing on classification matters, and in short 
that the growth of transportation interests and traffic in southern territory justi¬ 
fied this further step in specialization.” 

The membership is the same now; it fluctuates a little, but it is 42 members now. 

Q. (By Mr. Phillips.) Only one member representing each line?—A. Faeli line 
has 1 vote—each sj stem, you might say, because some of the systems have 4 or 5 or 
more separate corporate lines, corporate inteiests, and our articles provide that 
where there aro 2 or more members with l traffic official only 1 vote is allowed, 
so that we have 42 separate interests. I can not say that they are independent; a 
good many of them aro affiliated interests like the Baltimore Steam Packet Com¬ 
pany, which is a member of the Seaboard Air Pine system or interest, and the 
Chesapeake Steamship Company, which is a part of the Southern Railway interest, 
but they are separately managed. 

Q. (By Mr. Ripley.) You have a copy of the by-laws and constitution of this 
committee?—A. I think so. 

Q. Will you insert that in your testimony ?—A. 1 will file it as an exhibit. 

(Continues reading letter to John 1). Mclnnis:) 

“The articles of association provide for a subcommittee of 15 members, which is 
composed of representative lines, and includes both rail carriers and water carriers. 
It is the duty of that subcommittee to carefully consider all facts and information 
submitted by the chairman, or by shippers, to hear complaints, statements or argu¬ 
ments from shippers or their representatives, whether oral or written, and there¬ 
upon to submit recommendation for the individual concurrence ot all tho members 
of the entire committee, which at present is composed of 42 railway and steamship 
lines. If thus concurred in, the recommendations are published by the chairman 
of the eommitteo, for the use of all lines.” 

I think that far will answer as to the organization of the committee ami its rela¬ 
tions to the railroads. 

Q. Are any functions given to this eommitteo other than those of making up the 
classification? Do yon havo any powers other than that of recommending? Can 
you enfore the classification ?—A. Tito subcommittee recommends to the general com¬ 
mittee, and if concurred in by the general committee, tho chairman then publishes 
it and it becomes the official issue of tho members. 

Q. Does it become thereby binding upon those members? That is, are all the 
members of the association compelled to accept that rating f—A. They are not com¬ 
pelled. They accept it and they file it as their own issue—rather they have a general 
notice on file with the Interstate Commission to the effect that our issues shall be 
considered their official issue unless the commission is advised to the contrary. If we 
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(lo something that a line does not care to acoept, it would give us notice and also 
file that notice with the Interstate Commission. We have bad very little of that. 

Q. But might a line act independently thereupon if it chosof—A. Oh, yes; oh, yes. 
We have had very little of that. We have had some differences with one of the large 
lines in our territory. Wo have about settled that, or hope to shortly. 

Q. l)o all or a considerable number of these representatives actually meet at one 
time together, or is it arranged by correspondence?—A. It is done in meetings, and 
the subcommittee of 15 practically does all the work of the committee. As you will 
understand, it is like certain Congressional committees; this subcommittee does the 
work, and it is nearly all done in meetings. At those meetings—the total mem' er- 
ship being 15—two-thirds is necessary for a quorum and we usually ha\e 12 or 13 
present. 

Q. (By Mr. Clarke.) Are the representatives usually the traffic managers of the 
several roads?—A. The traffic officials; that is, traffic managers, general freight 
agents, assistant general freight agents. The same officials who make the classifi¬ 
cations make tbo rates in the rate-making organizations. 

Q. (By Mr. Ripley.) But in making the rates they to some degree act independ¬ 
ently, do they, or do they ail concur in making tho rates in the same way they do iu 
tbo classifications?—A. They all concur. The principal difference between our arti¬ 
cles and tho articles of association of what we call the traffic organization, as dis¬ 
tinguished from ours, is that they require a unanimous \ot,c on any subject. One 
negative deieats it. Now, you will find that in our articles of association we have a 
five-sixths rule. 

0. Will you explain before yon go further the different associations to which you 
ha\ e referred, and can you point out from the map the territory covered by the rate- 
adjustment associations and tho others?—A. Yes. Tho Southeastern Mississippi Val¬ 
ley Association takes in tbo territory which is bounded by a line drawn from Cin¬ 
cinnati down tho Ohio and Mississippi rivers to New Orleans and a lino drawn from 
Cincinnati down through Middleshoro, Chattanooga, Birmingham, and Montgomery 
to Pensacola, Fla. Tho Southeastern Freight Association takes in the territory east 
of that just defined and going as far east, as Gainesville, Athens, Augusta, and 
Charleston. The territory cast of that last described is known as the territory of the 
Associated Railways of Virginia and the Carolmas. 

Q. These three associations now which you have defined have what functions, and 
what is their relation to the Southern Classification Committee?—A. They make 
tho rates on all the competitive traffic iu their respective territories—not local, but 
competitive. 

Q. Aud what is their organization?—A. Their organization is somewhat similar to 
ours, composed of all lines that want to join. 

Q. Do I understand you, then, that there are two classes of associations operating 
for the railroads m tho Southern States—one class of associations which makes the 
rates and one other association, entirely distinct,which makes the classification?— 
A. That is correct. 

Q. And there is no relation between those two kinds of associations—tho rate mak¬ 
ing and the classification?—A. It is all really a part ot the rate making. The 
making of freight classifications is tho making of rates. It is a part of the rate 
making and, as I stated, formerly the rate-making associations handled the classifi¬ 
cation as ono of many rate questions, but they do not give it enough attention. They 
had too much else to do. In the other two sections of the country they had classifi¬ 
cation committees, and they thought the time had come when thoy ought to have 
oue down South. You might say this committee is auxiliary to the traffic associ¬ 
ations. It is an offshoot from them. 

Q. The point I wanted to make was this. You said, I believe, that two factors 
enter into the final determination of a rate: First, the rate itself; aud, secondly, the 
classification of freight to which that rate applies?—A. Conect. 

Q. Is there, then, action bv tho name individuals looking to harmony between those 
two factors which go to make tho final rate?—A. The two things are determined by 
practically the same people acting through different bodies. To illustrate, the gen¬ 
eral freight agent of the Central of Georgia Railway, Mr. Winbum, is a member of 
the conference committee of the Southeastern Freight Association, and he is a mem¬ 
ber also of our classification committee. Now, the fixing of what the first-class rate 
shall bo from Atlanta to Richmond is dealt with by him in the Southeastern Freight 
Association. But when it comes to l>e determined what articles shall take that first- 
class rate he acts through the classification committee. 

Q. In the one case, however, in the classification committee, you state that five- 
sixths may fix the classification?—A. That governs. That does not prevent a line 
from acting independently afterwards, if it wants to. It may refuse to accept the 
classification. Naturally we understand, or we ought to understand, that no articles 
of association can deprive aline of its inherent right to make its own rates, since 
the Trans-Missouri decision. We understand that. 

Q. These are not, then, in any sense pools?—A. Not at all, 
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Q. And they haveuo financial functions?—A. None whatever. 'I he articles explain 
that the expenses of the committee are divided on the tnileago basis. I hut is the 
only money we handle. < ur committee does not even undertake to enforce or to 
scrutinize the application of the classification after it is once published. 

Q. Any railroad, then, which chooses to dissent from the rates or the classifications 
lixed by these several associations is at liberty to do so?—A. Oh, yes, it has that 
right; you can not take it away. It would be illegal for it to sign its right away 
to do that. 

Q. How many classifications have you actually issued?—A. We have issued three 
since the organization of the committee. 1 will file a copy of each with the coin- 
mission, and I will file a copy of the old classification, No. 1/5, which was superseded 
by our first issue. 

Q. What do you mean by No. 25? Do we understand that there have been 25 pre¬ 
vious issues of these classifications?—A. Yes; we used to show that [showing inside 
title page of No. 25]. That is where we got the number. 

Q. (By Mr. Clarke.) Was that number 25 prepared by your committee?— A. No; 
that was the last one published prior to tin; organization of our committee. It was 
superseded by our first publication, No. 26. 

Q. Wbat body prepared that.?—A. The (Southeastern Freight Association. Now, 
as 1 stated a while ago, prior to the organization of our coinmitteo, the classification 
feature of the rate-making matter was handled by the traffic associations. That 
was published by the Southeastern Freight Association and shows that it was con¬ 
curred in by the S. E. M. V. A., which means the Southeastern Mississippi Valley 
Association. 

Q. (By Mr. Ripley.) Was it also concurred Jn by the Southwestern and the 
Virginia and Carolina associations?—A. It does not show; hut it was concurred in. 

Q. That is to say, there was still a single classification for the Southern territory, 
although it was not made in just the same way as at the present time?— A. Exactly. 
It was really made in the same way, except that it was not made through a separate 
committee, as is now the case. 

Q. We have had at various times complaints before this commission from mer¬ 
chants’ associations that the recent classifications, Nos. 26, 27, and 28, have intro¬ 
duced many changes in the classes, and especially in the distinction between carload 
and less than carload Jots. Will you make a statement respecting the several classi¬ 
fications?'—A. I was going to answer that by reading these other sections of my 
letter to Colonel Mclunis. [Reading:] 

“In the preliminary meetings leading up to the organization of the committee it 
was urged by many, ami was generally conceded, that one of the first duties of the 
new committee would he a thorough and systematic revision of the entile classifi¬ 
cation. Such a work had not before been attempted. Under the old plan, classifica¬ 
tion matters were handled piecemeal; additions and changes were made from time 
to time without proper regard for the effect which such action might or ought to 
ba\e upon other analogous articles; and the result was, as every one familiar with 
the situation well knows, that the classification abounded in conflicting ratings, 
inconsistencies, and incongruities. 

“The new committee undertook the revision. It began with the iron and steel 
list. A special subcommittee of (5 members was appointed to deal with the question. 
That special subcommittee held a 2 days’ session in October and another 2 days’ ses¬ 
sion in November, 1899. It reported to the standing subcommittee an entire revised 
list of iron and steel articles, both as to descriptions and ratings, which report was 
approved by the subcommittee without substantial changes, and was concurred in 
by the various individual lines; and the changes thus adopted were published in 
Southern classification No. 26, effective February 1, 1900. It is a fact that this 
revision of the iron and steel list contained advances in a good many ratings. 

“In continuation of thoworkofrovision the standing subcommittee held an 8 days’ 
session in Washington, I>. C., December, 1899, at which time the eutire classification 
(with the exception of the iron and steel list) was carefully gone over and a revised 
classification submitted. That revised classification was considered at meetings of 
the entire committee held in Atlanta, Ga., January 4-5,1900, and January 21,1900, 
which were the largest gatherings of transportation lines ever held in tho Sout^i for 
the sole consideration of classification matters. The recommendations of the sub¬ 
committee were carefully goue over, item by item; substantial modifications were 
made in those recommendations; further correspondence ensued between important 
lines as to those modifications, and the result was finally promulgated in classifica¬ 
tion No. 27, taking effect June 1, 1900. 

“The foregoing statement of facts as to the method of procedure is submitted to 
show that these important matters have been given the fullest consideration and 
that the advances recently made in the classification have not been the result of a 
preconceived attempt on the part of a few of the principal lines to put up the rates 


1 See especially charges regarding changes aud advances in Southern Classification, carload rates, 
etc., in testimony of Mr. J. M. Langley, post, p. 869. 
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on the shipping public. At no previous timo iu the history of Southern transporta¬ 
tion has the mutter of freight classification, in all of its bearings and features, been 
given such close, thoughtful, and thorough consideration. 

“ Now, it happened that the revision referred to came at a time of extraordinary 
trade conditions, which, in the opinion of the committee, justified substantial 
advance in many of the ratings. Thero had been marked increases in the prices of 
many important commodities, and this seemed to bo especially true of those articles 
whose use and eost enter most largely into the operation of transportation linos. As 
bearing on this point, we submit herewith a statement prepared by one of the prin¬ 
cipal lines iu this territory, showing a comparison of the cost of railway material 
and supplies during the years 18117 and 1900, together with the percentage of increase 
in the said cost. It is a fact, of which you are no doubt aware, that some of the 
lines in this territory have actually shown a reduced net revenue during certain 
periods as against an increased gross rovenuo during the same periods, and this is 
attributed entiroly to the increased cost of materials used in operation and not to 
any other or special causo. 

“ But we insist that the revision of the classification would have occurred regard¬ 
less of trade conditions, and that the object of the revision was not entirely and 
solely for the purposo of increasing the ratings, as has been stated in some ijuarters. 
The need for the revision has been previously above explained, and in going over 
the classification it was believed ami found that, many of tho existing ratings were 
unreasonably low in and of themselves: that, based on values, risk, density, method 
of packing, etc., some advances would be entirely proper, and by comparison with 
the ratings in effect tin the same, articles in the other two classification territories it 
was also believed and found, and sould bo easily demonstrated, that the ratings on 
many articles were unreasonably low. It Mas observed in some instances that the 
rating on an ordinary article of "shipment not subject to any spocial conditions of 
supply or demand m us three or lour classes lower than in tho official and Western 
classifications, and where thero seemed to be no justification for this difference the 
rating was advanced. 

“ Wo do submit, with the utmost deference, that the honorable, commission, of 
which you are tho head, clothed with the authority to establish reasonable rates 
and classification in the Slate of Mississippi, ought not to finally disapprove and set 
aside an entire classification, planned and formulated in the manner and under tho 
circumstances above described, without substantial and excellent icasons. It docs 
seem to us that the work of tho Southern Classification Committee, organized as 
above explained and dealing with these matters iu tho thorough and systematic 
way above set forth, ought to lia\e the most careful and detailed consideration by 
your honorable body before undertaking to decide broadly that everything done by 
the classification committee has been wrong, unwise, or improper. 

li Classification No. 26 as compared with No. 27 .—As already stated, classification No. 
26 went into effect on February 1, 1900. Upon comparing it with No. 25 tho first, 
important change that will naturally occur to ,\ on is tho fact that the, old double- 
column plan was abandoned for the single-column plan. In other words, classifica¬ 
tion No. 26 shows only one rating opposite each item, while the previous classifica¬ 
tion showed two ratings opposite many of the articles, one in the ‘ currier’s risk’ 
and the other in the so-called ‘ released’ column.” 

Q. (By Mr. Kiplky.) Will you explain what that means!—A. In classification No. 
25, and in all previous classifications for many years, we showed two columns of 
ratings. The commission will understand it in a moment at a glance. In the first 
column we showed w hat is known as tho carrier’s risk or common law liability rat¬ 
ing; in the second column wo showed the owner’s risk or limited liability rating, the 
first column rating being naturally higher than the second. Now, in going through 
the old classification No. 25, we found that there was no sort of consistency or uni¬ 
formity or anything approaching uniformity between the two columns. 

Q. Can you illustrate that by an example?—-A. I believe I can do it better this 
way: We found that about 1,700 items or articles wore shown only in the carrier’s 
risk column, the first column; two hundred odd articles were shown only in the sec¬ 
ond column; 590 or 600 items, the remaining items, were shown in both columns. 
Now, we found that where two ratings were shown they varied all the way from 14 
per cent to 280 per cent—that is to say, the carrier’s risk rate was 14 per cent higher 
than the owners risk rato in some instances and 280 per cent higher iu some other 
instances. We found further that, probably owing to a clerical error, misunder¬ 
standing, or what not, many articles were shown only in the first column that were 
subject to great risk in handling. For instance, you will find acids N. 0. S.—that 
is, acids not otherwise specified—only in tho first column. Everybody understands 
that acids are a risky thing to handle, and yet in this old classification they were 
shown only in the carrier’s risk column, an anomaly or absurdity that may have had 
its birth in some clerical error somewhere. There [pointing to classification No. 25] 
are two columns, and a list of acids. Some are only in the first column and some 
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only in the second column and some in both, all under the head of acids, and no uni¬ 
formity about it. Well, we did not see any reason why we ought not to abandon 
that old system and put every rating on the limited liability or bill of lading basis. 
Limited liability simply means that you accent the bill of lading of the carrier. Then 
we said, “ If a man rofuses to accept that, as lie has a perfect right to do, we w'ill make 
the common law or carrier’s risk rating a uniform percentage higher,” and we did. 
We made it 20 per cent higher, in line with the rule of the trunk Tines. 

Q. That is the rule in this official classification, that when carried at carrier’s risk 
it is 20 per cent higher?—A. Tweuty, and ours is now 20. For a while ours was 30. 

Q. What changes took place between Nos. 25 and 26 in addition to the ones that 
you liavo mentioned respecting carrier’s and owner’s liability?—A. That was the 
first change. I will read on here [reading further from letter to John I). Mclnnis]: 

“Without presuming to criticise the makers of the first classification, 25 or 30 
years ago, wo liav6 never boon ablo to discover any necessity, or good reason, for 
the double column plan. If a similar plan has ever boon in force in the other two 
classification territories, we are not aware of it. We wore not present at its birth, 
but we shall always congratulate ourselves that we participated in its obsequies. 
It abounded in inconsistencies, it being found upon investigation that the difference 
between tho released ratings and the carriers’ risk ratings varied all the way from 
14 to 280 per cent. Articles wero shown in the carriers' risk column only, which 
woro of extraordinary risk in lu»udling, an absurdity which does not admit of any sort 
of explanation. Furthermore, under the old method of handling classification ques¬ 
tions, ratings were changed without stating whether the new ratings were to be 
shown m the released column or in the carriers’ risk column: and the matter was 
therefore left to the discretion of tho rate clerk handling the publication of tho 
changes. 

“We do not believe that any one will contend that the change to the single 
column plan was not in the direction of simplicity and uniformity, and it only 
remains for us to consider what effect, if any, the single column plan actually had 
upon the rates charged the public; and this is especially proper, because this change 
has been made the basis for erroneous or misleading statements to the effect that 
Classification No. 26 advanced the ratings on some 1,600 articles “ by indirection”— 
in other words, wo tried to slip up on the public, by putting up the rates on them 
without changing the actual figures in the rating column. 

“Now in Classification No. 25 some 1,700 articles were shown in the first or 
carriers’ risk column only; and in publishing Classification No. 26, all of those 
items were transferred to the limited liability column, which is the only column 
now used. The very first item in Classification No. 25 will serve as an illustration: 
Accouterments, militaiy, are shown in the carriers' risk column at the first class 
rating. This rating still governs, but it is the limited liability rating, because all 
of the present ratings are subject to rule one of the classification, which provides 
that the ratings shown in the classification apply only on property shipped subject 
to the conditions of the standard bill of lading. What has been the actual effect? 
If a mau had a shipment of military accouterments to forward from Jackson, Miss., 
to Atlanta, Ga„ under the old classification, bo simply accepted the bill of lading of 
the initial carrier at Jackson and paid the first-class late, if he had the same ship¬ 
ment to forward next Monday, ho would simply accept tho bill of lading of the 
initial carrier at Jackson and pay the first-class rate; and assuming that the first- 
class rate from Jackson fo Atlanta was the same on January 31 as it will bo on 
September 17, the rate actually charged is exactly tho same in both instances, and 
the conditions of shipments are practically the same. The technical argument has 
been made that by putting these various articles on the limited liability basis, we 
have actually advanced the rates, because tho shipper would have had the right 
formerly to demand a common law liability bill of lading, whereas ho would now 
have to comply with the terms and conditions of the standard bill of lading. As 
we all know that 1)0 per cent of the business of the country is handled on the bills 
of lading of the various carriers, and, therefore, on the limited liability basis, wo 
simply ask you, in all sincerity, whether this feature of the matter justifies the 
statement that the ratings were advanced on the 1,600 or 1,700 articles referred to. 

“ Now, with the exception of this change to the single column plan, and with the 
exception of the iron and steel list, which we have previously referred to, Classifi¬ 
cation No. 26 was not an advance over Classification No. 25, but as a matter of fact 
contained more reductions than advances” 

Now, if we may summarize that: In classification No. 26 we abandoned tho single 
column plan and wo put all articles on the limited liability basis, which moans in 
everyday business practice that we said, You must accept the bill of lading of the 
initial carrier. By some sort of a strained, technical, or literal argument you might 
say that we advanced those 1,700 items, but the charge was not any more on the 
goods moved than it had been. Now, that has been made the basis for a statement 
by the New York Merchants’ Association, repeated at different times, and accepted 
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by other organizations, that No. 26 advanoed the rating on some 1,600 articles. As 
a matter of fact, there were about 1,700 changed in that way. No. 26 advanced the 
iron and steel list, as already stated and admitted without any sort of hesitation. 
It advanced them considerably. With that exception it was a reduction as com¬ 
pared with No. 25. 

Q. (By Mr. Clakkk.) The limited liability column showed lower rates than the 
other column, did it not, before this change was made!— A Yes. 

Q. Then, if the other column was abandoned, and the limited liability column 
retained, how could that be an increase? Would it not seem to be a decrease?—A. 
Where an article had previously taken a limited liability rating, we let that stay. 
This change, which was possibly a technical advance, was with respect to the 1,700 
articles which were shown in the carrier's risk column only. We transferred those 
bodily to the other column. What had been previously, say, military accoutre¬ 
ments, first-class, carrier’s risk, we made first-class, owner’s risk. Now, I admit 
that technically that may be an advance, but if a man had a shipment of that kind 
to move, either beforo or after the publication of No. 26, he simply took his shipment 
to the station, and took the carrier’s bill of lading and had it moved, and he had 
the same thing to do after it went into effect. He would take it to the depot and the 
shipment would move for the same rate per hundred pounds to the same destination. 

Q. Then you transferred thoso 1,700 articles from one column to the other without 
changing the rate?—A. Without changing the rating. 1 want, to bring out that 
point clearly to this commission. I have never had an opportunity to deny it before 
under oath, or under anything like theso circumstances. I want to emphasize here 
that we admit a technical advance on those items, but no practical or actual advance. 

(By Mr. Ripley.) I find in notes upon hearings before the Interstate Com¬ 
merce Commission on changes in freight classification in December, 1899, a state¬ 
ment on page 53 that the Interstate Commerce Commission found there were 754 
changes in the southern classification theu put in force. Have you any knowledge 
about that hearing? Could that have been a hearing upon this classification No. 
26?—A. When was the hearing ? 

Q. December 18, 1899. Or was that upon the official classification?—A. Decem¬ 
ber 18,1899? 

Q. Yes.—A. We had not issued any then. 

Q. The statement has been made further, beforo this commission, that No. 26 
introduced a much wider difference between carload and less than carload lots. 
Will yon explain the bearing of such differences upon the jobbing trade aud upon 
the interests of New York as a jobbing center aud on the cities of the South?—A. I 
think reference is made to No. 27 as compared with No.26. I will answer as to 
No. 26. We have already stated that the iron list was substantially changed and 
that it was considerably advanced. It may be that, in doing that we had a few 
more carload ratings than we had previously had. But I want to say that it was 
not for the purpose of hoping any jobbing point or hurting any other jobbing point 
or with any such purpose. We did not think of that at all. I think reference is 
made to No. 27, and I will read on from here and we will come to that [reading 
further from letter to John 1). Mclnnis]: 

" Classification Ao. 27 as compared with classification No. 20 .—The first change to be 
noted is in rule 1, and this merits some explanation.” 

I will read rule 1. Rule 1 in No. 26 reads this way; (Reading.) "The reduced 
rates specified in this classification are ‘released’ rates and will apply only when 
the shipper or owner executes a release on the form prescribed by the several car¬ 
riers. If the shipper or owner fails or refuses to execute a release, the shipment 
will be accepted aud transported at enrrier’s risk, and the rate will be 30 per cent 
higher than the rates specified in this classification. Where the property is charged 
for at the carrier’s risk or higher rate it will be transported at the carrier’s liability, 
limited only as provided by common law. by the laws of the United States, aud of 
the several States, in so far as they apply.” 

No. 27, rule 1, which is in substantial conformity to the rule in the official classi¬ 
fication—if there is any difference, it is simply a little bit more favorable to the 
shipper, not much, hut a little—reads this way: "The reduced rates specified in 
this classification will apply ouly on property shipped subject to the conditions of 
the standard bill of lading. 

"If the shipper elects not to accept the said reduoed rates aud conditions, he 
should notify the agent of the receiving carrier in writing at the time his property 
Is offered for shipment, and if he does not givesuch notice it will be understood that 
he desires the property carried subject to the standard bill of lading conditions, in 
order to secure the reduced rate thereon. Property carried not subject to the con¬ 
ditions of the standard bill of lading will be at the carrier’s liability, limited only 
as provided by common law and by the laws of the United States and of the several 
States, in so far as they apply. Property thus carried will be charged 20 per cent 
higher (subject to a minimum increase of 1 cent per hundred pounds) than if shipped 
subject to the conditions of the standard bill of lading.” 

(Resumes reading of letter to John D. Mclnnis.) 
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“For years past there has been a desire in this territory to bring about uniformity 
in the bill of lading used by the various carriors for domestic shipments. At various 
times in the past special committees have been appointed to deal with the subject, 
but without definite result. For some 13 years past the lines in the official classifi¬ 
cation territory, embracing the largest traffic section of the country, have used 
what is known as the ‘ Uniform bill of lading/ and it has been published as a part 
of the official classification. 

“Shortly after the organization of the Southern classification committee it was 
believed that the committee furnished the proper machinery to carry this matter 
through to some definite conclusion, especially because the committee covered the 
entire Southern territory, aud the members were therefore understood to be familiar 
with the laws aud legal requirements in the various States. Early in 1899 a special 
bill of lading committee of (> lines was, therefore, appointed. That special com¬ 
mittee held a 2 days’ session at Asheville, N. C., in July, 1899, and submitted a 
standard form of bill of lading and shipping order to the various lines in the South¬ 
ern territory. We are glad to submit herewith (marked ‘ Exhibit A’) copies of the 
forms thon proposed for initial rail carriers and initial water carriers, respectively. 
Negotiations and correspondence proceeded; various slight modifications were pro¬ 
posed; objections to some of the provisions were advanced, and finally another 
meeting of the special bill of lading committee was held at New York in February 
last. At that meeting the various suggestions and amendments were taken up aud 
considered; a standard form of bill of lading was finally adopted; it was approved 
by the standing subcommittee, and afterwards by the various individual lines, and 
was finally put into effect on Juno 1, 1900. We take pleasure in handing you here¬ 
with (marked ‘Exhibit B’) copies of the forms thus adopted for initial rail carriers 
and initial water carriers, respectively.’’ 

I will send to the commission the exhibits referred to hero and also the statement 
referred to in a previous part of this communication showing the increases in the 
prices, as between years 1897 and 1900, of many of the principal articles used in the 
operation of railways-materials, iron aud steel, etc. [Resumes reading.] 

“This bill of lading conforms essentially to the uniform bill of lading in use in the 
territory north of the Ohio and Potomac rivers. It is believed to embody the best 
features of that bill, with some additional provisions designed to fit transportation 
by water lines. We respectfully ask your honorable commission to give it careful 
consideration so as to determine for yourselves whether or not there be anything in 
its provisions illegal, unfair, or onerous to the shipper. If so, the classification com¬ 
mittee will welcome and carefully consider any criticism or comments which may be 
submitted looking to its modification. 

“ We now beg yon to note the difference between rule 1 of classification No. 26 and 
rule 1 of classification No. 27. The former provided that the ratings shown iii the 
classification were reloased ratings, aud that if the shipper declined to execute release 
he would be required to pay 30 per cent higher than the rating specified in the classi¬ 
fication. The pi esent rule provides that if the shipper elects to not accept the con¬ 
ditions of the standard bill of lading ho shall give notioe in writing, in which case 
he will bo charged 20 per cent higher than the limited liability rating as shown in 
the classification. We believe you will agree with us that the present rule, as com¬ 
pared with the former rule, ought not to meet with sorious objections on the part of 
the shipping public. If a shipper demands that his property be carried subject to 
common-law liability, he has the right to do so, but we charge him 20 per cent higher 
than the regular rate in order to compensate the carrier for the increased risk.” 

Q. (By Mr. Litchman.) Is not that susceptible at least of two constructions— 
first, that you make use of that fact to force an increase of rates to the amount of 
20 per cent, or else the other construction that in lieu of that the shipper has got to 
take his own risk, which has not been the custom heretofore?—A. Oh, it has been 
the custom heretofore, because even in respect to these 1,700articles upon which the 
ratings show a carrier’s risk only, as a matter of fact, there was not one instance in 
a hundred where the shippor did not accept the regular bill of lading on his prop¬ 
erty or had his own lulls printed, which was the same thing. 

Q. Has it ever been tested in court whether the railroad has power to force the 
shipper to ship at his own risk?—A. We do uot force him to ship at his own risk. 
We give him very clearly a published optional rate. He can take the bill of lading 
rate, which is 100 per cent, or he can demand a common-law liability bill of lading— 
a plain receipt, with instructions to transport and deliver—and he pays 120 per cent 
of the rate. 

Q. I understood you to say that it had been the custom of the shipper to ship at 
his own risk until yon presented these two options.—A. I said it was the custom 
even on those 1,700 articles where the rate was all carrier’s risk, and he did not 
demand the common-law liability. In the old classification there were 1,700 articles 
upon which we showed only one rating, and that a carrier’s risk rating, so that if 
you had one of those 1,700 articles to ship (and many of them were very important 
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articles such as dry goods and other tilings) you would have had a right to go to the 
agent of the carrier and say, “ I want a common-law liability bill of lading. I want 
a receipt, without any sort of limitation, with no conditions at all, except such as 
the common law and the statutory law of the various States may have prescribed or 
fixed/’ 

Q. Was there any extra charge for it!—A. None at all. That was the only rating 
we published, but notwithstanding the right of the shipper to call on us for a common- 
law bill of lading probably 995 out of a thousand shipments were handled right 
along in the usual course of business on the regular bill of lading of the company 
or on the printed bill of lading that many of the large houses got up for themselves 
iu book form. 

Q. Was there any change of rate when they took what you called the carrier’s 
risk rating?—A. No; it was all one. 

Q. Now, when you made the change to the new classification was there an addi¬ 
tion of 20 per cent on account of that carrier’s risk bill of lading?—A. There is the 
point. Take accouterments. In the old classification we showed accouterments in 
tho carrier’s risk column at first class. We now show them in the single and only 
column, which is the limited liability column at lirst class. So that even under tho 
old classification if you had a shipment of accouterments and demanded a common law 
liability bill of lading you could have got it at first class, whereas to-day if you 
demand it the rate would be 20 per cent higher. 

Q. Than it was before?—A. Higher than it was before. Now, I have said that 
was technically an increase on the 1,000 or 1,700 items, but in fact it was not, becauso 
iu everyday business fully 99 por cent—1 believe I am safe in saying that 99.5 pec 
cent—of the business has been all along and is now and will continue to be handled 
on the regular bill of lading. 

Q. Now, then, that being tho case, would your association have adopted a sched¬ 
ule of that kind if they had not had an idea themselves that your liability, whether 
there was a carrier’s liability bill of lading demanded or not, came under the com¬ 
mon law?—A. It did not cut auy figure at all in the matter. 

Q. Then why was it adopted?—A. We wanted the single-column plan and we 
wanted that to bo a limited-liability plan. We wanted this so that the other rating 
should be a fixed percentage higher to cover all, rather than that we should fix tho 
carrier’s risk rating and then say that the rate on which 99 per cent of the business 
would be moved would bo a percentage less. We could make all these ratings 
higher than they are and then say that, if a shipper accepted the bill of lading of 
the carrier we would make it a percentage less. 

Q. You think virtually it is the same thing? A man wants to bo sure that his 
goods are protected, and you would compel him to pay 20 per cent for it?—A. Oh, 
no; we do not attempt that. We do not say that his goods are not protected if he 
accepts our bill of lading. Wo claim that the bill of lading is a legal document, 
that there is nothing unfair or illegal or burdonsomo in it. 

Q. You have two hills of lading, have you not, one of which is a carrier's risk 
bill and the other is a shipper’s risk bill?—A. We are supposed to have, but iu 
fact we have hut one, because there is not one time in 100 when tho other is demanded. 

Q. If 1 am a shipper and desire to have my goods thoroughly protected, I have to 
take the carrier’s bill of lading, haven’t I?—A. Yes; to have all the protection of 
the common law. 

Q. And in order to get that I have to pay 20 per cent raose?—A. Yes. 

Q. You force me to the alternative of taking the risk myself or paying 20 per cent 
more?—A. Theoretically wo do and technically we do, but in everyday business 
practice, whether by the double-column plan or whether we make it 20 per cent or 
30 per cent higher than the other, it does not cut any figure whatever. 

Q. (By Mr. Phillips.) In case goods carried on a carrier’s risk bill of lading were 
lost or destroyed, the owner could not recover?—A. He could recover unless it hap¬ 
pened from one of the exemptions that I understand the common law gives us. 
There are four, I believe—the aefc of (Jod, fraud on the part of the shipper, inherent 
defect in the article, or inherent vices in an animal. These are the limitations, I 
beliove, though I am not a lawyer. 

Q. If shipped at the carrier’s risk, they could collect for any other damage?—A. 
Yes. 

Q. What is the difference between the owner’s risk and the carrier’s risk ?—- A. As 
to conditions of bill of lading? 

Q. Yes.—A. I would have to read the bill of lading to state all the differences in 
conditions. 

Q. .Inst in a general way ?—A. In addition to these limitations, statiug it briefly, 
the bill of ladiug limits us from further risk by reason of fire, chafing, leakage, and 
all those damages incident to ordinary transportation which are not the fault of the 
carrier. The carrier pays any number of claims where the bill of lading would pro¬ 
tect the carrier if contested; but if the claim is made by a shipper doing business 
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with him the carrier pays it. If you inquire among business people, you will find, 
I venture to say, that whenever they have something broken or damaged and put in 
a claim the claim is paid, although the bill of lading might let the carrier hut if 
taken to the courts. 

Q. (by Mr. Ripley.) In making this change that you have mentioned, are you 
getting into line with the policy of the official classification committee?—A. The 
only consideration that we gave the official classification in this revision of ours 
wsis simply to compare it as we wont along, article for article. There was no dispo¬ 
sition and no suggestion to model ours after tho official or after the Western, either 
as to the difference between carload and less than carload ratings, or the number of 
carload ratings, or as-to any other feature. As wo went through the classification, 
item by itom, some one would watch tho official and another the Western, and we 
would compare, but to say we started out with the idea of harmonizing the classifi¬ 
cations would be simply incorrect. 

Q. Does your action in thus limiting your liability bring you into line with tho 
official?—A. As to this liability question? 

0- Yes.—A. It does. 1 thought you meant the ratings. 

Q. What would you have done in this change of liability is to simply bring your 
Southern classification into line with the classieation adopted by the roads north of 
tho Ohio River?—A. Substantially. There are some littlo differences, but I do not 
want to worry the commission with them all. It is substantially the same. 

0- (By Mr. Litciiman.) Yon have never bad any cases in court to tost the validity 
of your two forms of contract, have you?—A. There has been no test in our terri¬ 
tory. If there is anything illegal in our bill of lailing, we want to find it out, 
because it would weaken the wholo document. 

0. (I*y Mr. Fakquhak.) 1 would like to ask whether, while tho word “force” 
has been used, it is not entirely optional with the shipper which bill of lading is to 
he used?—A. Entirely so. If the additional risk to the carrier in tho shape of this 
carrier’s risk rating is woith anything at all it is worth 20 per cent, because 20 per 
cent of the rate may he a very insignificant percentage of the value of tho goods. 
The rate from here to Atlanta, first class, is something like $1.07. A first-class article 
of high value insured tor the additional 20 per cent or 21.4 cents per 100 pounds 
might bo veiy cheap insurance. We do not admit that 20 per cent is an excessive 
difference. We used, to have 30 per cent and in some cases under tho old plan it ran 
up to 280 per cent. 

0- What proportion docs this carrier's risk property bear to the whole amount car¬ 
ried?—A. I am sure it is not 1 per cent. J doubt if it is one-lialf of 1 per cent. I 
doubt if it has varied one ono-hundreth of 1 per cent as between the time when tho 
old classification was in effect and the present. 

Q. (By Mr. Litcuman ) Substantially the only difference between the two bills 
of lad ing is that under tho carrier's risk all sorts of risks are assumed by the carrier, 
whereas under tho shipper’s i isle bill of lading jou simply assume the risk of injury 
caused by your own agents?—A. Under the carrier’s risk wo assume all risk except 
that which the common law and statutory law exempts us from. 

0- Under the shipper’s risk you assume only the results of your own negligence?— 
A. We do not assume certain specified risks unless they are tho result of tho carrier’s 
negligence. Wo do not admit that wo put everything on tho shipper except the 
results of our own negligence. 

Mr. Phillips. You may proceed in your own way now to present the facts. 

The Witness. Wo come now to tlie teal question of complaint on tho part of the ship¬ 
ping public, anil the representatives of the shipping public, respecting tho general 
advance we made in our classification nearly a year ago—June, 1900. (Reading:) 

u We now come to the changes in the descriptions and rating as shown in classifica¬ 
tion No. 27. For reasons already stated, it would bo impracticable to show in tabu¬ 
lated form tbe exact advances made, but we do not hesitate to say that the number 
does not exceed 400 or 500, as compared with classification No. 26.’’ 

1 think the commission will hud that the last annual report of the Interstate Com¬ 
merce Commission touches upon this matter; that a statement showing the number 
of changes was prepared by the auditor of the Interstate Commerce Commission and 
that it showed 500-odd advances and 100-odd reductions. I merely estimate it here 
as 400 or 500. It was nothing like 1,600 or 2,600 as has been stated by some parties 
earnest ly, and perhaps honestly, but without proper information. (Reading further 
from letter to John D. Mclnnis:) 

“And many of these odvancos have been made on unimportant articles of ship¬ 
ment. In revising the classification the committee endeavored to be as consistent 
as possible, and it will be found, for oxample, that all druggists’ articles, in boxes, 
have been made first class; that small grocery articles, in boxes, have, as a rule, 
been made second class, and that ordinary hardware and iron and steel articles, in 
boxes, have likewise been made second class. One reason for this was to prevent 
underbilling of drugs, groceries, and hardware; and it may be iu order to state at 
this noiut, and we say it with regret, that the underbilling or false classification of 
freight in the Southern territory seems to be continually on the increase. 
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“ But in the statements which have been submitted at different times in behalf of 
the shipping public, through the press and otherwise, mention seems not to have been 
made of the fact that no advances have been made in ratings on such articles as 
agricultural implements; fertilizers, L. C. L.; cotton bagging and ties, green fruit, 
machinery, soap, stoves aud hollow ware, vegetables, vehicles, vinegar, wooden ware, 
and other important articles of shipment. Nor was any advance made in the ratings 
on iron and steel articles, as compared with classification No. 26. 

“Of course the Classification Committee does not pretend to be infallible. As the 
venerable and honorable J. H. Regan well and tersely said at the recent Lookont 
Mountain meetiug, the making of a freight tar id' or a freight classification is not one 
of the exact sciences. Commercial conditions are constantly changing; an article 
of luxury to-day may become an article of common use or necessity one year hence; 
local industries are multiplying in the South; new discoveries in science are con¬ 
stantly working changes in the whole character of the cost and use of some articles; 
competition between carriers and markets aud products is ever increasing and 
becoming more complex, and he would be strangely out of touch with the times who 
would argue or contend that the freight classification of 10 years ago would fit the 
traffic conditions of to-day, or that the freight classification 10 years hence will not 
necessarily differ greatly from that now in use. 

“The Classification Committee, however, invites and welcomes all information or 
data from shippers or their representatives which will aid the committee in arriving 
at a fair and just conclusion. At previous meetings of the committee various repre¬ 
sentatives appeared and made oral statements and arguments to sustain applications 
for changes in the ratings; and for our next mooting 147 subjects have been dock¬ 
eted, and in the groat majority of cases this has been done upon direct request from 
shippers who have urged readjustment of the ratings. Some modifications have 
already been made, as witness supplements Nos. 1 and 2 to classification No. 27, 
copies of which we beg to inclose herewith. Undoubtedly some other modifica¬ 
tions will be made at our approaching meeting. Our contention is, and we make it 
respectfully, that all these questions are given intelligent and conscientious consid¬ 
eration by tho committee; and that while we sometimes err, we are always ready 
and willing to make correction upon the proper showing. It is self-evident that 
it is not to the interest of the carriers to make their rates exorbitant, or so high as 
to unduly limit or restrict tho free movement of traffic over their various lines. 

“Respectfully submitted. 

“P. J. McGovkkn, Chairman” 

Q. (By Mr. Ripley.) You have not spoken of tho matter of carload lots. Will you 
speak of that topic nowf—A. I want to say something on that. The Classification 
Committee has not, ami I do not believe any classification committee over has, pro¬ 
ceeded under any fixed rule with reference to whether an article ought or ought not 
to take a carload rating or whether it ought to be 20 per cent or any other per cent less 
than the less than carload rating. There has been no thought on the part of our com¬ 
mittee to increase the number of carload ratings or to widen the difference between 
the carload aud le^s than carload rating. The only rule, it it can be called a rule, 
is that our committee has endeavored, as far as practicable, to limit the number of 
carload ratings to those articles which are naturally or ordinarily moved in carload 
lots. In fact, we have actually a comparatively smaller number of carload ratings 
than either the official or western classification. I want to deny most positively and 
emphatically that tho Southern Classification Committee has gone to work to pre¬ 
vent New York City or Chicago or any other long-haul seaport or market from doing 
business in the South, by increasing the number of carload ratings, so as to build up 
the interior southern jobber, or for any other purpose whatsoever. 

At more than one of our meetings we have had with us a gentleman from Atlanta, 
Mr. W. E. Newell. He is not only a jobber of hardware in Atlanta, but he is chair¬ 
man of the Transportation Committee of the Southern Hardware Jobbers' Associa¬ 
tion. Mr. Newell is naturally looking after the interests of his own company aud 
of other jobbers in that section, aud naturally he would like to have a carload 
rating on everything. The commission will understand that the jobber at Atlanta 
wants as low a carload rating or rate as he can get. He wants to bring his goods in 
there iu large lots and distribute in small lots at a total charge to the ultimate des¬ 
tination which will at least approximate the through rate. I will illustrate that. 
Suppose New York is the natural or controlling source of supply for a given com¬ 
modity, and a jobber in Atlanta deals in that commodity He wants to get ns low a 
carload rate as possible from New York to Atlauta, and then he wants to distribute 
it at a less than carload rate from Atlanta to, siiy, Tallapoosa, Ga., or Anniston, Ala., 
at a combined total charge which will approximate what the New York jobber could 
send the less than carload shipment tlnoiigh for. That is the whole situation of the 
interior jobber in our or any other territory. He wants to be able to bring and 
reship at a total charge approximating the through rate on the same quantity as he 
reshipe to the same point of destination. 
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Q. (By Mr. Phillips.) Then you claim the railroad can not ship the short distanoe 
In less than carload lots at a proportionately less rate than for the longer distance?— 
A. I say that, although that is not the carload question. All rates for short dis¬ 
tances are higher per mile than for longer distances. 

They want it at the same rate per mile?—A. No; they do not ask that. They 
ask that the carload rate from New York to Atlanta, pins the less than carload rate 
from Atlanta to Heflin, Ala., we will say, will at least approximate the through less 
than carload rate from New York to Heflin direct. That is what every interior job¬ 
ber wants, and the far-off jobber, as a rule, wants no carload ratings at all. That may 
he stated as the case of the New York Merchants’Association c. The Southern Hard¬ 
ware Jobbers' Association. 

Q. (By Mr. Kennedy.) Does he not strive to get a lower rate? For instance, we 
had testimony here showing that goods can be shipped to Chicago from New York 
and then reshipped back into New York territory for less than they could be sent 
from New York to the intermediate point between New York and Chicago.—A. They 
want as low as they can possibly get. 

Q. Is that practiced iu your .Southern territory; that you may ship goods from New 
York to Atlanta and reship backward 200 miles toward New York at a cheaper rate 
than they could be seut from New York direct to that destination?—A. It might be 
possible on some articles; but I do deny that there has been any deliberate intention 
or thought on the part of the committee to bring about such a condition as that. 
There may be cases where there is a special carload rate from New York to Atlanta 
which will enable them to go back 100 or 150 miles. It may be true, but I doubt it. 
It would simply show a wide difference between the carload and less than carload rate. 

Q. Do instances of that kind come to your notice?—A. 1 do not recall any. Take 
agricultural implements. Iu carloads they are sixth class, subject to a minimum of 
20,000 pounds. Some implements in small lots are first class aud second class, along 
there. So you can see if you ship a car to Atlanta and then distribute it on the first 
or second class rate out, you can go a good distance before you reach the through 
first or second class rate to that final destination from New York. 

Q. Do you aim to arrage your classifications so that will be impossible?—A. No; 
that is not really considered. Wo simply take up each case on its own merits. That 
is all I can sav. 1 do state positively that it is not the policy on tlio part of our 
committee, and has not been the custom or thought of the committee, to keep the 
through shipper from doing business in the small places in the South, or to build up 
the interior jobber, or vice versa. 

Our committee is composed of 42 lines. That includes every coastwise steamship 
company operating from Boston, New York, Philadelphia, or Baltimore to the South 
Atlantic ports. Those are the lines that will carry the business for the New York or 
other Eastern jobbers to onr section. Those, lines are members of our committee. 
Now,evidently, if the Classification ('ommittee is doing anything to prevent their mar¬ 
kets from shipping down into onr country those- water lines either do not know their 
business or else are not attending to it. Take the (>ld Dominion Line from New York to 
Norfolk. A largo part of its entire business is the south-bound business from New 
York via Norfolk to our territory. If you were to wipe out that business you would 
probably wipe out the Old Dominion Steamship Company. Now, that line is not only 
a member of our general committee, but its traffic manager, Mr. Walker, is a member of 
our working subcommittee of 15, and attends nearly everyone of the meetings. It will 
certainly not be argued by any trades body at New York or anywhere else that the 
Old Dominion Company has deliberately set out to bring about its own destruction. 
If the committee is deliberately trying to build np the interior jobber and ruin the 
New York jobber’s business in that territory, then it is deliberately going about 
reducing the business of the Old Dominion Steamship Company; aud Mr. Walker does 
not know it aud therefore does not know his business. Now, I do not think that is 
the state of the case. 

Q. You were speaking of the steamship companies. 1 want to ask yon a question 
about that. Do they ship at very much lower rates from New York to points in the 
South reached by railroad from New York than the railroads ship for?—A. There is 
a fixed differential. Take New York to Savannah, the rates by water are very much 
lower than all-rail rates. 

Q. Mr. Langley, of New York, said if there was any cheaper water rates they did 
not know it, which would leave the inference that the railroads control the steam¬ 
ship tines and prevent them carrying cheaper than the railroads to points reached 
by boat.—A. I think he must have meant interior points. Mr. Langley must know 
that the rates of the Ocean Steamship Co., for example, from New York to Savan¬ 
nah, are made by the Ocean Steamship Co. They do not cousult anybody. Those 
rates are not even subject to the jurisdiction of the Traffic Associations. You can 
pick np any tariff and it will show the all-rail rates New York to Savannah con¬ 
siderably higher. 1 do not remember how much. The all-rail lines put in rates as 
low as they care to go, but they know they are a good deal higher than the ocean 
rates. The ocean companies reduce the rates without consulting anybody. 
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Q. How is it with the Old Dominion Company shipping to Norfolk!—A. It is the 
same way. 

Q. They ship much cheaper than could be shipped by rail from New York?—A. I 
should judge so. I do not know how much cheaper. I take it for granted the rail 
lines can not meet the Old Dominion rates from New York to Norfolk. 

Q. (By Mr. Ripley.) Is it not a fact that a large amount of the stock of the Old 
Dominion Company is owned by the railroads ?—A. I understand that to be the case. 
The Old Dominion Steamship Company is a trunk lino between New York and Nor¬ 
folk. It handles business for every rail line leading from Norfolk, and I can under¬ 
stand that it would be the most natural thiug iu the world that each rail line should 
waut to have an interest in the boat line. 

Q. (By Mr. Farqijhar.) Who makes the differential?— A. If you mean to interior 
points, it has been fixed by agreement from time to time. 

Q. Are the coastwise lines a part of your commission to make this differential?— 
A. They are a part of the Traffic Association that makes these differentials. That 
differential question is really older than the association itself. The present differen¬ 
tial begins at 12 cents on first-class. It at one time was only 6 or 8 cents. It has 
been brought about just as anything else of that kind wouhl be brought about—by 
arbitration. Sometimes they go to war, and when they get through tho matter settles 
itself just about as the arbitrators would have settled it. If the Pennsylvania Rail¬ 
road, for instance, and the other rail lines to those ports had their say there would 
bo no differential. The Ocean Steamship Company may say, “ We ought to havo 20 
cents differential; we ought to have all the business; it is all the business we cau 
expect to get much of.” Toe other follow says, “You are not entitled to any dif¬ 
ferential; you make about as good time as wo do; you ought uot to have any differ¬ 
ential.” But they compromise, say, on 12 cents. 

Q. Have you any idea whether the trunk linos of the South do not control the 
coastwise commerce by controlling tho stock.of the coastwise lines?—A. 1 under¬ 
stand that the rail hues, operating from Norfolk and those other ports, do own a 
large portion of the stock of some of those coastwise steamship lines. Take tho 
Ocean Steamship Company. It is controlled by practically the same interests as tho 
Central of Georgia Railroad; and the Chesapeake Steamship Line from Baltimore is 
practically the same as the Southern Railway. The Baltimore Steam Packet Com¬ 
pany is controlled by practically tho same interests as tho Seaboard Air Line. There 
are two or three of these ocean lines which, however.-are trunk lines. Take the 
Clyde Philadelphia Line, tho Old Dominion Line, and the Merchants and Miners’ 
from Boston, all operating to tho Virginia ports, Norfolk, etc. They are all trunk 
lines. I can understand why the rail lines leading from Norfolk might want to have 
a voice in the management of these trunk steamship linos, so as to see that they get 
a fair share of the business brought to Norfolk, aside from the fact as to whether 
they are profitable or unprofitable in their operation. From good traffic reasons it 
seems to me they would want to have an interest, and I believe they do largely 
control through stock ownership. 

Q. Since you have gone into both the transportation and traffic arrangements, 
have you found any friction at all with the coastwise lines and the rest?—A. There 
is just the same competition and friction between them as between the different rail 
lines. 

Q. Is it the policy of the large trunk lines of the East reaching into Southern 
territory—Mobile, New Orleans, Atlanta—where it is part rail and part water, to 
take shipments by all rail if they possibly can?—A. They try to be nontrnl. Take 
a line leading to Norfolk, like the Atlantic Coast Line. The Old Dominion and the 
Pennsylvania are both connections at Norfolk, as is also tho Merchants and Miners’. 
There is a friendly interchange of business. 

Q. Substantially the same as on tho lakes, where the truuk lines own their own 
boats?—A. Yes. 

Q. (By Mr. Ripley.) While on that subject, you might make a statement regard¬ 
ing the extent of this differential. Some ports have a differential between all-rail 
and water. Is that true between Norfolk and Richmond, for instance?—A. You 
mean that New York to Richmond is higher than New York to Norfolk? 

Q. No; I mean the rate from Now York to Norfolk is the same whether by water 
or by rail, whereas Richmond has a differential, and Richmond complains that she 
is not on the same basis.—A. I did not know that; bnt I should judge it is this way, 
that the Old Dominion Company has such good service from New York to Norfolk 
that it can get its share of the business at equal rates; or possibly the Pennsylvania 
Railroad, with its own line, says, “ We do not propose to give any differential, and 
we do not propose to arbitrate, and if you waut to go to war go to war.” You say 
the all-rail rate is not higher than the rail-and-water? I do not know why that is. 

Q. I was so informed, and that Richmond complains that she is not put on a com¬ 
petitive basis with Norfolk for that reason.—A. I do not think she is entitled to the 
same rates from tho East as Norfolk. It is farther inland, you know. 
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Q. (By Mr. Phillips.) Would she not bo all rail!—A. I should say by rail there 
should not bo much difference between all rail from New York to Richmond, and all 
rail to Norfolk. 

Q. (By Mr. Ripley.) Coming back to tho topic we were discussing before, car¬ 
load and less than carload lots, I would like to ask again whether in changing the 
number of carload lots you are coming into line with the policy of the official and 
western classifications or not?—A. Not at all. In the first place, we have not made 
mauy increases in the number of carload ratings. I could not say whether it is 8 or 
45 or 32, though I am sure it is not 50 since the committee was organized, and if in 
doing that we are getting any closer to the condition of things in the western or 
the official territory it is merely a coincidence. It is not the result of any belief 
that theirs is a better system of ratings than ours, nor to increase the advantage of 
tho carload shipper. If that were our intention, or it were believed to be a better 
thing by the committee, we would have gone ahead and increased the number and 
be done with it. 

Q. Tho point I wish to mako is this, whether you are getting into line with the 
official in various ways, so that at some time there may be a prospect of uniform 
treatment of shippers all over the eouutry in respect to the distinction between car¬ 
load and less than carload lots?—A. It may be we are drifting closer together. I do 
not think it could be said we are getting wider apart; but there is no systematic 
effort, so far as 1 know, on the part of any one of the three classification committees 
to get closer together. 

Now, as I stated, In making our general revision some time ago wo did watch the 
official and the Westorn as we went along, and on light articles especially I believe 
it would be found there is more uniformity than 5 years ago. 1 may leave here 
to-morrow to attend a meeting of tho official classification committee, a special 
meeting to consider carload minimum rates. In the lotter I wrote Chairman hill 
before I left home, I said I thought that with respect to the question of minimum 
carload rates all three classifications might bo brought into closer harmony, because 
the conditions are probably the same everywhere in the country. If 12,000 pounds 
is a proper minimum carload weight in one part of the country, then it should be a 
proper minimum all over the country on the same article. 

Q. Will you explain what is the basis on which you introduce a carload rate?— 
A. It simply comes up in the ordinary course of business. We have a certain article 
which is, we will say. fourth class. The manufacturer or jobber, usually in the 
North or outside of the territory, says: You charge fourth class any quantity. That 
is not fair. We could increase our business down South greatly if we could come 
in there on lower rates on carload lots. Unless the matter has already been consid¬ 
ered and declined by the committee, 1 almost invariably tell the applicant that I 
will list the subject for our next meeting or put it on what wo call the docket. The 
attention of the committee is called to the application and we furnish any informa¬ 
tion we can, and tho committee takes it up and considers it. The committee may 
think it is not an article upon which it is proper to make a carload rating or that 
there is no necessity for it. 

What determines?—A. Judgment and experience. Wo have no rule. It is just 
a business matter. The carriers may say that the article is not a carload commodity; 
that it does not usually move in carloads, or that, oven if it is a carload commodity, 
there is no good reason for the reduction of their revenue. We may not bolievo that 
tho making of a carload rate will increase the business enough to compensate us for 
the reduction in revenue, anil we decline to do it. 

Q. Just there we might raise the question as to whether a decision upon a busi¬ 
ness matter of that kind ought really to be made entirely by one party to the con¬ 
tract; in other words, whether some constituted authority—we will say tho Interstate 
Commerce Commission—ought not to have jurisdiction, or whether theshippers ought 
not to be represented in some way. The complaint is made by the shippers that 
decisions in these matters are based not on any rule but on what you call judgment; 
that these decisions are made by one party concerned without any right or power on 
the part of the other.—A. That is a pretty big question. My own idea of that is that 
the carriers ought to be allowed to make their own rates. Those rates must he rea¬ 
sonable in and of themselves. If the shipper does not feel that he has been fairly 
treated he ought to appeal to the courts, and the carriers as taxpayers ought to aid 
or assist through tho medium of State commissions or through the medium of the 
Interstate Commerce Commission by paying part of the expense of that suit. That 
is as far as I go. I do not believe it is a part of the business or function of the Gov¬ 
ernment to fix rates. This is deep down in me. I have been with this thing for a 
good many years, and that is my deliberate opinion. The seller fixes his price. The 
seller is the carrier. If it is a yard of dry goods there is no recourse. In the case of 
a common carrier there is a recourse because of the peculiar business or functions of 
the common carrier. It has been pretty well settled that the rate must be just and 
reasonable, and that the courts have authority aud power to determine whether or 
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not it is just and reasonable. The shipper should not be put to the sole expense of 
having it determined for him as to whether he is being treated fairly or not. I say 
every private or corporate citizen (including the railroads) ought to aid in maintain¬ 
ing a tribunal which would relieve the shipper of the burden and cost of having that 
case determined for him As a citizen I am willing to chip in my share of that cost, 
but I do not believe it ought to be in the power of the Government to fix rates. I can 
not in my own mind disassociate or clearly distinguish between the power to make 
rates and the power to make property unprofitable. 

Q. (By Mr. Phillips.) Do yon believe the State has not the right to fix the rate 
of travel per mile as well as freight rates?—A. That is my belief, that the State 
ought not to have power to fix rates for the transportation of people or articles. 

(By Mr. A. L. Hakkis.) The States do fix them?—A. They do. 

Q. (By Mr. Litchman.) Why do you take that position?—A. I do it because I 
believe that capital invested in the railroad business ought to have the same free 
swing and latitude as capital invested in any other kind of business, except that 
the earner ought to be made to fix its rates at fair and reasonable figures, to be 
determined by the courts if disputed. 

Q. Do you not support State control when you take that position?—A. No; I 
think there is a distinction between saying that the Stato can fix the rates and say¬ 
ing that the courts can determine whether or not the rati* is fair and reasonable. 

You take into consideration that the existence of the railroad as a public car¬ 
rier is due to special privileges?—A. I understand that. 

Q. Under the special privilege, should not the State step in to protect its people?— 

A. Does that mean fixing the rates? 

Q. Yes.—A. As Isaid, owing to the peculiar business of railroads, owing to the close 
influence that their rates of transportation may have on the making or unmaking 
of business, and owing to the fact that they are given certain privileges, the right 
of eminent domain, and so on—owing to all these things, they are somewhat different 
from sellers of ordinary merchandise. They sell their services to the public. If you 

f o to buy an article the price is fixed by the seller. You have no recourse unless 
on can go somewhere else and buy it. I do not think it would he right to have 
railroad rates exactly on that basis. 

Q. Bnt when you go to the railroad to buy transportation you have nowhere else 
to go.—A. You may or yon may not. I am willing to concede the difference between 
them and the seller of a \ ard of dry goods, from whose price there is no appeal. I 
concede that, because of the difference in the nature of their business, the price for 
transportation must be fair and reasonable in and of itself. I say further, if the 
shipper feels he is not getting that kind of rate, that he is not being treated fairly 
and reasonably, he ought to go to the courts and he ought not to be compelled to 
give up his business and go to the expense of employing an attorney and making a 
test on his own hook. I am willing to contribute to the maintenance of a railroad 
commission in the State or an interstate commission ..whose duty it shall be to take 
that case up and handle it for him through the courts. But I do see a great and 
clear distinction between that and that the State shall make the rates. 

Q. (By Mr. Phillips.) Ought he not be hoard before appealing to the courts?— 

A. That is another point. Suppose the carriers do say that they will make no 
important changes before consulting the other follow. How will they go about it? 
We have shown clearly that the interest of the Merchants* Association of New York 
may not be the same as the Southern Hardware Jobbers’ Association. We would 
have to advertise that there would be a public hearing as to whether or not we 
should change the classification on certain articles. And when everybody got there 
they would not be able to agree among themselves. It is a historical fact that a 
good many years ago committees from Atlanta and Athens and Macon and various 
other commercial centers attended a meeting of the old Southern Railway and 
Steamship Association, to urge a more favorable adjustment of freights. Sol Haas, 
who was at that time traffic manager of the Carolina roads, said, “Gentlemen, you 
go off and agree among yourselves as to your relative adjustment; how much higher 
or lower one point shall be than another. We will adopt your figures. We will 
not reduce our rates, hut if you can agree how much higher or lower one point shall 
be than another, we will accept that.” There were delegations there from all these 
towns, and the ouestion was on rates on corn, flour, meat, etc., from the West. 
They went off and had a meeting, but they could not agree at all. 

This suggestion that the public ought to be called in to our deliberations in advance 
of a change would not apply to reductions. I do not suppose anybody would object 
if we were going to reduce, and the history of rates in this country is a history of 
reductions. The only substantial advance that has ever been made at one time in 
the South was this classification 27, and I believe if we had known what was coming 
we would not have made that. There has been not only tne evidence submitted to 
the commission here, but floods of correspondence and oral hearings and all. We 
thought there was going to be some complaint, but not that there was going to be 
so much. 
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Q. (By Mr. Litchman.) How far would you strengthen the powers of the Inter¬ 
state Commerce Commission in that direction ?—A. I do not think it ought to go any 
further than I have stated. 

Q. Woujd you have a court of appeals that would expedite a decision of the cases ?— 
A. I think the matter is getting so enormous that there ought to be an auxiliary 
supreme court or something of that sort, some court of equal and conclusive powers 
to handle just the^e railroad questions—these differences between the carriers and 
the public; and that the Interstate Commerce Commission should first review these 
cases and, as it does in many cases now, advise the complaining shipper whether 
there aro any good grounds for the complaint. If it felt there were grounds justify¬ 
ing further procedure in the matter, it should tell the shipper, “We will handle this 
for you and call upon you at the proper time for your testimony.” I am willing as 
a citizen to contribute my share, whatever it may be, to the maintenance of that sort 
of a tribunal. 

(By Mr. Phillips.) Would you have that national!—A. I would be willing to 
have it both State and interstate. 

Q. (By Mr. A. L Harris.) You would have two courts of last resort in the coun¬ 
try ?—A. What I mean is this, that, as a railroad traffic official, I am not willing that 
the Interstate Commerce Commission shall fix or have the final authority to fix 
all interstate rates. I would be willing that an auxiliary supreme court or some 
similar tribunal should have the power to finally determine the question brought up 
as a legal question by the Interstate Commerce Commission. If a man feels tnat he 
is not getting the right kind of a freight rate ho must carry that question now 
through all the courts to the Supreme Court of the United States. 

Q. You would avoid the long delay in some way before the case is decided?—A. 
Yes, yes; if a rate is unfair, then it ought to bo determined. If it is unfair, the ship¬ 
per is being unfairly treated, and that ought to he found out and corrected as soon 
as practicable, because it is possible that the shipper’s business is being destroyed 
while that is going on. Such a case is possible. / But I am not willing to say, nor do 
I believe it right, that the railroad commissions in the several States or the Inter¬ 
state Commerce Commission ought, to have the power to fix the rato on that article 
before or after a complaint. 

Q. You are aware of the 8 years that expired between the time of bringing the 
complaint before the Interstate Commerce Commission and the filial settlement by 
the Supreme Court of the Chattanooga case!—A. Of the Chattanooga case? 

(^. (By Mr. Farquhar.) Do you not think, and would not every railroad man in 
the whole country think, that there ought to be some legal measures to bring a case* 
foi final decision in the appellate court before 8 years, when the decision is as to the 
principle involved in the long and short haul clause, as it was in that Chattanooga 
and Nashville case?—A. Why, it. seems to me that it ought not to take 8 years to 
decide that question. 

Q. Wouldn’t yon think, considering that the case came into court properly and 
that it was 8 years before it reached the appellate jurisdiction of the United States, 
that it was a farce?—A. If a certain rate is unfair to a man and consequently injus¬ 
tice is being done him, it is not right that he should bo held up and that the injustice 
should continue in force until a constituted body like the State railroad commission 
of Georgia or the Interstate Commerce Commission here could get that to a final 
decision in the Supreme Court of the United States. When you ask me whether it 
is unfair or a farce that it should require 8 years to settle this or any other matter, 

I do not kuow. 1 do not know the causes of the delay, or if there was a delay. It 
seems to me it ought not to require 8 years. 

Q. (By Mr. A. L. Harris.) Suppose a complaint is filed before the Interstate Com¬ 
merce Commission, as now constituted, that a certain rate is unreasonable, and it 
takes 4 or 6 or 8 years to decide it. Would not many changes come upon freight 
rates before the case were decided?—A. Oh, they might. 

Q. And the complainant lose all interest in the matter?—A. Oh, he might. The 
road might voluntarily reduce rates below the rate asked for by the complainant 
originally. 

Q. You think that there should be some more speedy action in some way?—A. It 
seems to me so; but bear in mind I couple with that the strong conviction that the 
State ought not to have the power to fix that rate per se, and I say that as a citizen 
as well as a traffic man. I have been in touch with this subject a good many years 
and I do not believe that the State ought to fix the rates. 

• Q. You do not feel that it is even practical, then, alter the railroad has fixed a 
rate, for the Interstate Commerce Commission or any body like the Interstate Com¬ 
merce Commission to have the right of approval?—A. Well, it would have the right 
of approval in this way, that every rate is supposed to be all right. It seems to me 
that it is understood to be all right until it is complained of. 

Q. But you would not submit it to the Interstate Commerce Commission in the 
first instance for its approval?—A. 1 do not think the carriers ought to be required 
to do that by law, or ought to bo expected to do that. 
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Q. That is partly owing to the fact, is it, that rates are changing from time to time 
and the roads could not raise or lower the rates without consulting the Interstate 
Commerce Commission?—A. Why, I think the carriers ought to be allowed to go 
along in their regular business and make the rates from time to time and from day to 
day and file them with the commission. If the approval of the commission be neces¬ 
sary before a rato can be put m force, does not that carry necessarily with it the 
idea that the commission makes the rate? 

It could continue to withhold approval until the rate reached a figure, higher or 
lower, that it could approve. Would not that be fixing the rate? Our country lias 
gone along growing and developing; the railroads have gone along with that growth 
and development, and it has been done in the way we are doing now, the traffic 
officials making the rates and publishing them. They ought to bo required to filo 
them with the commission, and they should have publicity. There ought not to be 
anything secret about them, and there ought not to be anything preferential about 
them, but they ought to be as lair as they can be made, and certainly fair as between 
people at the same placo. Subject to the general provision that they must bo just 
and reasonable, I think the country is safe to let them go along at that. 

Whereupon, at 1.08 p. in., the commission took a recess until 2 p. in. 

At 2.10 p. m. Mr. McGovern took the stand and resuinod his testimony as follows: 

Q. (By Mr. Ripley.) I see ou the cover of those classifications the statement "sub¬ 
ject to change on legal notice.” Does that mean that theso changes of classification 
are made without any previous statement to that effect to the shipper? We have 
had some complaint at various times from the shippers that they make contracts for 
long periods in advance, and that these changes in classification are promulgated 
suddenly and without warning, subjecting them to considerable inconvenience and 
loss. What is your policy in that matter?—A. Legal notice simply means the notice 
required by the act to regulate commerce as amended. 10 days’ public notice in case 
of advance and 3 days’in case of reduction. Now, that is the means we have of 
advising the public of changes; we issue the classification; wo give them out as 
soon as we can after the matters are acted ou by the committee in session. In 
the caso of subjects that have been taken up and acted upon on the request of a 
shipper, or anyone else, we advise him heforo publication, you understand. In 
other words, there is no disposition at all to hold back this information until we are 
ready to plump it at them, as it wore. I undertake to roach all complaints as soon 
as I can after action upon them by the committee, and to tell the complainants what 
we have done. 1 wrote letters just before I left home advising of an advance we are 
going to make the first of noxt July on the dry goods question. 

Q. You are speaking now of advances which are to occur next July?—A. One 
advance is to occur next July. 

Q. Are you going to make any change, or have you considered auy change in the 
dry goods classification with special reference to cotton piece goods?—A. That is the 
very thing I was talking about. 

Q. Will you explain the situation in that respect?—A. Our present classification 
shows a long list of articles here under the head of dry goods, which we torni the cot¬ 
ton-factory products, backhands, calicoes, cambrics, canton Hannels, etc., etc. Now, 
the dry goods people say that this list has outlived its usefulness. Tt may have been 
all right when we began specifying those things, hut that the wholo nature and char¬ 
acter of the dry goods business has changed since then. They no longer sell an 
article as calico; it has some fancy name, some French name. The word calico is 
hardly ever used, and they asked us to change the wording of the classification some¬ 
what in line with the official, which simply says, "cotton goods in the piece.” Now, 
we have agreed to do that. The wording is not exactly tho same as ours. We make 
it "cotton fabrics in the original piece, “made wholly of cotton,” and so on. In 
doing that the committee decided that a little later on, the first of July, they would 
increase the rating from fifth class to fourth class. So the shippers will have plenty 
of notice of that. We don’t try to withhold any information irom the public as to 
what has been done, but that pointing o the classification is the moans we adopt 
for the general publication of it. 

Q. And wherever possible, as in this case, you give notice 2 or 3 months in advance, 
so that shippers may accommodate their contracts?-—A. No; not 2 or 3 mouths. 
Unally it is just from the time the letter is written until wo can get out our next 
publication. 

Q. You recognize, do you not, that many contracts between merchants are made,' 
necessarily, a number of months in advance, and that a change introduced in the 
freight rate may cause confusion where sales are on close margin—as, for instance, 
in cotton piece goods!—A. I recognize that, and that particular custom seems to he 
growing, but it does not disturb that rnneh when we reduce. We make more reduc¬ 
tions than advances. I really don’t see how, in the making of a particular classifica¬ 
tion, we can accommodate it to all those trade conditions. If 10 days is not enough 
legal notice in the case of an advance, then make it 20 days; if 3 days is not enough 
for reductions, then make it 15 days, or 10 days; but when you undertake to say that 
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the makers of the rates, whether the railroads or any other rate-making body or 
authority, must try to accommodate themselves to all of those trade conditions, why, 
then, it means that there could hardly be any change at all. Now, about the largest 
dry-goods jobber in Atlanta, Mr. Dougherty, of the firm of John Silvey & Co., hap¬ 
pened to come up witli me on his way to New York City to make his next-fall pur¬ 
chases. At tbis time, when people are just commencing to wear their light clothing 
for the warm mouths, he is on his way to New York to make his fall purchases, lie 
said that the postdating of bills was bud ? and thoy are trying to get an agreement 
between jobbers all over the country to discontinue it. That started, probably, by 
the dating of bills 15 days ahead, or 10 days ahead—just lar enough ahead to get 
the goods there; now it has gono into months. I do not see how we could accom¬ 
modate a thing like freight classification or freight rates to every trade condition. 

Another instance: Leggett & Co., of New York, have explained to us that they 
bought their canned goods almost a year ahead, and they urged that in putting 
canned goods up from fourth class in less than carloads up to third class in less than 
carloads we had disarranged their business The reverse is true in most cases. We 
have made more reductions than advances since Publication No. 27. Of course there 
is no complaint, then, even if it goes into effect right away. 

Q. Aro you in position to show us specifically, or insert in the testimony specific¬ 
ally, tho list of tho items on which advances anil reductions have taken place? You 
have made the statement that on a number of items more reductions than advances 
have been made. We hear complaint from many quarters that while the number of 
reductions may be greater than the number of advances, that the items so changed 
are such as to yield an increased revenue to tho roads?—A. Oh, I think that must be 
incorrect. It can hardly be possible to say that wo have picked out two or three 
little unimportant articles and made reductions ou them, and that we get it all back 
by putting up tho rating ou important articles. It is simply incorrect and untrue 
in every sense. Absolutely, that is not true. No. 27 contained general advances. 
We have now started with that, and wo are making four reductions or more where 
we make one advance. I know, from just my general knowledge of the matter, that 
since tho issue of No. 27 we have made four reductions to one advance. 

Q. (By Mr. Clakkk.) Is it a fact that when you have made reductions you have 
generally increased the revenue of tho roads?—A. I can not say that that is a fact; 
but we do often make reductions because wo believe it will increase the business an 
amount sufficient to compensate us for the scaling of tho rating. 

(^. Is not that the general experience of railroad companies?—A. It is the general 
experience that when they make reductions they believe it will increase business, 
that it will inure to the benefit of the company. 

Q. Now, I would like to inquire what is the occasion for the advance on cotton 
pieco goods that you propose to make the 1st of July ?—A. I am glad you asked that. 
Under our present classification the fifth-class rating applies only on certain speci¬ 
fied articles; they are clearly designated. That low classification was originally 
intended to cover only the articles made by the Southern mills 15 or 20 years ago, 
when thoy first began the manufacture of cotton fabrics in tho South, ami in fact oven 
less was charged then than now. The articles consisted of rough sheet ings, domestics, 
and all those coarser, cheaper fabrics and yarns, and the Southern carriers put them 
first on tho sixth-class basis, so as to enable those mills to get on their feet. It was a 
species of protection by means of a froight tariff or classification. They were after¬ 
wards raised to the fifth class. That list has been increased from time to time, until it 
includes many moro articles than it did at first, because there aro many more differ¬ 
ent kinds of these cotton goods made in the Southern States than there used to bo, but 
it does not include a lot of other goods; for instance, it does not include corduroys. 
Within the last few dajs I have had a letter from a New York house about corduroys. 
Ho insists tho cheap corduroys ought to take tho fifth-class rate, because they are not 
worth more than some of the things we have in this list. Well, now, when we 
changed tho wording so as to read “cotton fabrics in the original piece,” it evidently 
let in corduroys, upon which wo aro supposed to be getting first class to-day. In 
other words, we put in under the reduced basis a whole lot of fabrics not in there 
before; and we think that in changing the classification so as to meet the trade 
demands as to phraseology we aro fully justified in putting tho rating up, after a 
little further notice, to fourth class. My own opinion is that it ought to he third; 
I told some of our members at a recent meeting that I believed it ought to be third. 
It is third in official territory, and when you take the character of the business, tho 
weight and value of these cotton goods, I do not see why it ought not to be third. 

1). (By Mr. Ripley.) Respecting the amount of these advances resulting from sev¬ 
eral classifications, one of the shippers recently looked up a rate upon axes, and the 
figures which lie gave as illustrative of the changes during the last few years—from 
about 1896 to the present—were as follows: 

From Louisville, Ky., to Atlanta, Ga., the rate on axes about 5 years ago was 68 
cents in less than carload lots. It now appears to be 81 cents. The rate from Louis¬ 
ville, Ky., to Jacksonville, Fla., on less than carload lots, 5 years ago, was 40 cents; 
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ft now appears to be 50 cents. The rate from Louisville to Birmingham, Ala., was 
formerly 47 cents; it now appears to be 58 ceuts. The rate iroui New York to 
Atlanta on less than carload lots was formerly 73 cents, and is now 86 cents. Those 
rates show a very substantial increase during the last 4 or 5 years, and I want to ask 
you whether those, for any particular reason, would seem to be abnormal, or whether 
changes corresponding in amount to these have been introduced all along the line. 
In other words, by reason of the introduction of these several classifications have 
the rates been advanced, roughly speaking, 5 per cent, 10 per cent, or, as in some of 
these cases, 15 or more per cent?—A. I see. Now, with the exception of Jacksonville, 
Fla., to which point I think those are commodity rates—those are class rates. With 
the exception, then, of Jacksonville, all of that has grown out of the change from 
fourth class to third class,.ami yon needn’t go back several years. That was one of 
the advances we made in No. 27, classification No. 27. W e now have it third class. 
Those figures you name there except as to Jacksonville are former rates for fourth class, 
and the advanced rates are third-class rates. Now, that was advanced from fourth 
class to third class, and I think that would be a fair average of all advances we have 
made. There has been no horizontal advance or anything like it. We advanced 
aqua ammonia in bottles, I remember, from fourth class up to first class. We did 
it because, as explained in this letter to Captain Mclnnis, we made all druggists’ 
articles in boxes first class, and for the additional reason that the other two classifi¬ 
cations had it first class, as I remember, and for the still further reason that we did 
not see why it should be down on the fourth-class basis as it is used only us a toilet 
article. We thought it was an article that could be fairly put up a little bit higher. 
But on the whole I should say that tho advances shown on that statement as to axes 
will represent a fair average on all articles which we advanced. 

Q. The advance of, say, tho 15 per cent?—A. Yes; I think that would be fair. It 
might be 14, it might be 12, it might be 19, but I will assume that is a fair average. 

(X, (By Mr. Litchman.) To the superficial observer, does not that justify the claim 
that has been made that you had advanced the rates by changing tho classification ?— 
A. Why, of course, we advanced the rates when we advanced the classification. 
Certainly no traffic official or witness has ever denied that. 

Q. Now, the claim made before this commission is that that is a method of chang¬ 
ing rates, and that it is unjust to tho shipper.—A. Well, when we advance the classi¬ 
fication we certainly advance the rates. 

Q. (By Mr. Ripley.) You did it with that end in view, of course?— A. Partly. I 
have stated in this letter to Colonel Mclnnis that there would have been, and ought to 
have been, a general revision of the Southern classification regardless of trade con¬ 
ditions at that time. There were two objects. One was to overhaul it and improve 
it, and the second was to get more revenue. We did not make any attempt to deny 
that we were for more revenue, but that wo were after both objects. 

Q. I would like to, if possible, bring out the basis oil which you make such 
changes, where you advance from one class to another. Do you ever compute or 
have in mind the direct increase in revenue which will result, or do you look solely 
to tho commercial conditions which prevail in respect to that commodity?—A. We 
do both. We try to consider everything, every fact, every circumstance surround¬ 
ing that particular question. Our committee adjusts that matter precisely as this 
committee would do if called upon to state what the rating ought to be on any arti¬ 
cle, say, candles in boxes. You would want as full information as you could get; or 
if you had already fixed it and were asked to reduce it you would want all the light 
you could get. The priucipal duty of the chairman of the classification committee 
is to get that light. In the old manner of handling it, they did not have anyone 
whose duty it was to get that information. We take an article, consider the weight, 
the specific gravity, and all that sort of thing; and the value of it. Then perhaps 
further facts are presented to show that local factories are springing up in the South, 
etc. There is nothing exact in it. If there were, wo would all fiud it easy. We 
take a thing and measure it and weigh it, and compute its risk to begin with. 

Q. The cost of transacting the business is in a very small degree the basis of your 
oharge?—A. Of course we always have that in mind, especially with respect to heavy 
articles; but we do not figure what the cost of transportation would be. We can 
not do that. 

Q. You have some letters there illustrative of the way in which you handle some 
of these questions. Perhaps one or two of those might be of interest, without tak¬ 
ing very much time.—A. I brought along a few—I will leave them all with the com¬ 
mission—a few of what we call docket advices. I will read one. (Reading:) 
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[Docket No. 1291.] 

Southern Classification Committee, 

Atlanta, Ga., April 9,1901. 

Hair, for plastering. (Previous No. 1012. File 881.) 

Listed upon request of Mr. W. T. Tilden, No. 250 North Front street, Philadel¬ 
phia, Pa. 

The presout classification on plastering hair is as follows: 


Hair, viz: Class. 

Plastering, pressed in bales, or in paper sacks, compressed in bundles, L. C. L. 3 

Same, C. L. 4 

Official: l.c.L. e.L. 

Hair, n. o. s., in paper sacks, compressed in bundles. 2 

Hair, n.o. s., in compressed bales. 3 

Hair, as described above, min. wt. 20,000 lbs. 5 

Western: 

Goats’, hogs’, and plastering hair— 

In paper sacks, machine compressed, in solid bundles. 3 *5 

In sacks. 1 *5 

Pressed in bales. 3 *5 


The request is that the minimum carload weight be reduced to 20,000 lbs., on 
the grounds that that minimum is accepted iu Eastern territory and that an ordinary 
car will not load to the required minimum. 

Respectfully submitted. 

P. J. McGovern, Chairman. 

Now, that was not reached at the last meeting. We did not complete the docket, 
or I could tell yon what they decided to do. What I think they ought to do is to 
grant the request. I think that tho minimum on that plastering hair ought not to 
be more than 20,000 pounds. I will see if I have another one. 

The witness submitted Docket No. 1295: 

[Docket No. 1296.] 

Southern Classification Committee, 

Atlanta, (la., April 9, 1901. 

Butter and cheese in common and refrigerator cars. (Previous Nos. 880, 501, and 561. 
File 824.) 

Tho Armour Packing Company, of Kansas City, Mo., has written several of the 
members, and also the chairman, urging a reconsideration of butteriue. 

Prior to the issue of Classification No. 26, the rating on butter was as follows: 

Butter (iu common and refrigerator cars), viz: class. 

In cans, boxed or crated. 3 

In cans, n. o. s. 2 

In kegs, firkins, buckets, pails, and tubs. 3 

Classification No. 26: 

Butter, viz— 

In cans, boxed or crated, kogs, firkins, buckets, pails, or tubs, in com¬ 
mon cars. 1£ 

Same, iu refrigerator cars, carrier’s option. 1 

Classification No. 27: 

Butter, viz: Iu cans, boxed or crated, or in kegs, firkins, buckets, pails, or 
tubs. 1 

The chairman understands that the Armour Packing Company request that the 
ratings shown in Classification No. 25, and as quoted above, be restored. 
Respectfully submitted. 

P. J. McGovern, Chairman. 

That butterine question has a history all by itself. We advanced that further 
back, independent of that general advance, because we had it so low that, when we 
did the icing on rnixod lots, it cost the carriers sometimes more than the entire 


16a-43 


* Min. C, L. weight 20,000 lbe. 
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revenue. Mixed lots of cheese and dairy products were carried so very cheaply down 
through Louisville to Atlanta and that country that some of the lines—and especially 
those which carried for way points, so that there was very little left in the car for the 
long distances—paid more out for ice than the gross revenues on the shipment; there¬ 
fore, we put the rate up. The Armour Packing Company asked that we restore that 
old classification, because they said that their butteriue is shipped in with mixed 
packing-house products, and that they pay their own icing. (Reading last para¬ 
graph of Docket No. 1295:) 

'‘The chairman understands that the Armour Packing Company request that the 
ratings shown in Classification No. 25, and as quoted above, be restored.’’ 

Well, now, that was domed. If all butter and butterine were shipped in or with 
solid carloads and the shipper paid for the icing, we could probably afford to do it, 
but we can not make a lower rating on that than we do on the butter business gen¬ 
erally shipped in small lots. So the committee denied the application. 

Q. Have you ever bad an appeal to the courts in respect to your classification of 
any particular product, or to the Interstate Commerce Commission?—A. I do not 
recall any complaints since the committee was organized. The Merchants' Associa¬ 
tion of New York, I understood, was going to file a complaint with the Interstate 
Commerce Commission; whether general or specific 1 do not know. I have not 
heard anything further about it. I do not recall anything done by the committee 
which has been made the basis of a complaint to the Interstate Commerce Commission. 

Q. Another topic that I would like to have you speak upon, if you will, is that of 
underbilling and the degree to which tho railroads might possibly be protected 
against underbilling by the action of some governmental agency, through the Inter¬ 
state Commerce Commission, through inspectors, or some other way. Will you 
describe the situation as far as undeibilling is concerned?—A. I am glad you asked 
that question. This matter of underbilling, by which we mean either underreport¬ 
ing of weights or false description of goods for the purpose of getting a reduced 
rate, is one of the most troublesome things that the transportation lines have to 
contend with to day. It is not only because they lose revenue by this undorbilling. 
That is probably not the most serious feature of it. It either prevents the honest 
shipper from doing business or drives him into underhilliug himself. That is the 
very worst feature of it. 

Q. Will you give us some examples?—A. Well, 1 do not want to mention any 
names. I do not want to name any firm. I have a particular individual or firm 
in mind, and this kind of test was recently made. The shipments of a large job¬ 
bing concern in one of the Southern cities by a single line of railroad from that 
point in one day yvere weighed and carefully inspected, and yvere found to be under- 
oilled some $11. Thinking perhaps that it was an exceptional case, the parties mak¬ 
ing tho investigation waited a week or 10 days, or some longer time, and made another 
somewhat similar investigation, and found the undorbilling to bo $17 that day. Now, 
there are several lines at that point, and the conclusion then roached was that that 
particular house was probably iiuderbilling$50 a day. Whether they got the benefit 
of it or simply gave it to their customers, we have no means of knowing. If they 
sold the goods delivered, they took the benefit of it themselves; if they sold f. o, b., 
of course the customer would get the benefit of it. But the very worst feature of 
that particular thing is that there is another bouse in the same city and in the same 
line of business that, I believe, does not underbill, or certainly does not want to 
underbill. I maintain that it is the business of the carriers, no matter what it may 
cost them, to stop the underbilling by the concern that docs undei bill, and there¬ 
fore remove the temptation from the other concern that does not want to do it, 

Q. This same underbilling may take place by wliat we might call underclassifica¬ 
tion, may it not?—A. 1 meant by underhilliug the underhilliug of yveights and mis¬ 
description of the goods to get lower than the published and legal tariff rato. 

Q. Did you not state to me that they went to the extreme at one time of shipping 
matches and gunpoyvder in tho same package?—A. I do not remember that. I 
remember stating that we found a case where yvhisky was billed as molasses. If I 
had the time to show you all the ingenious ways in which this thing is attempted, 
how brazen some of them are, the commission would probably be astonished. 
Whisky wa^ billed as molasses. Vinegar was billed as molasses. 

Q. (By Mr. Phillips.) Well, vinegar billed as molasses would be cheaper than 
molasses, would it not?—A. The rates in that country on molasses are lower. When¬ 
ever the rate on one article is no lower than on the other article, there will be no 
false classification. 

Q. Could you name some other matters along that liue—some further illustrations 
of underbilling?—A. I could mention some apparently systematic underbilling. 
Why, it is coming up every day, and more frequently—all sorts of false descriptions. 

Q. Explosives?—A. I don’t remember anything so desperate as that. They will 
take a part lot of machinery that has a fly wheel in segments and try to get that 
shipped separately on a different car as rough castings. There are thousands of 
devices. 
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Q. Do the railroads ever have part in that in order to give cheaper rate of freight ?— 
A. Undoubtedly. There is no doubt in the world that many soliciting agents have 
put the shippers up to it. A man came to me a year ago—a manufacturer of overalls 
and hickory shirts in Atlanta—and showed me a letter from Bice, Stix & Co., of St. 
Louis, complaining that the rate had recently been put up. Well, the fact was that 
he had been billing as cotton-factory products, ami some inspector had discovered 
it. He said: “I do not remember who it was, but sonic fellow told me to bill my 
goods as cotton-factory products.” 1 didnot try to pump him about it. I did not care. 
It was none of my business, but I advised him what to do and wrote him a letter. I 
said: “I could lendyou encouragement and say that the matter will betakeu up at the 
next meeting, and you would go home satisfied that something was going to be done; 
but I will not do that, because I know they won’t reduce the classification. What 
yon want to do is to go to the rate makers and get rates from Atlanta to Ohio River 
points and St. Louis, etc., on your goodsas a commodity; and because you can show 
that you compete with Baltimore that you are entitled to low rates out iu that 
country.” Whether he did it or not, I (io not recollect. As to what percentage of 
the total underbillin^ is either instigated or connived at by the railroads it would 
be the merest guess in the world, but 1 am satisfied that it is a very small per cent 
of the total. 

Q. Would it not be criminal where the railroads have connived with them f—A. 
It would. 

Q. It would be a violation of the law in discrimination, would it not?—A. Yes; 
the worst kind—morally bad as well as legally bad. 

Q. You believe that obtains quite largely in your section I—A. I think it is a small 
percentage of tho total underbilling. I say 1 have not. the slightest doubt that in 
many cases it is started in that way. Tho soliciting agout is greedy for business, 
you know, and tells his customer how to go about the matter; to bill his goods as 
cotton-factory sweepings or bill it as something else. But I am sure that is the 
cause of a very small percentage of the total underbilliug. 

Q. (By Mr. Ripley.) And yet the percentage of all shipments which arc under- 
billed is considerable?—A. It is considerable. 1 seem to see more of it all the time. 
Now, whether it is a greater percentage of the total volume of business than it was 
10 years ago I do not know. Tho business is larger, and it may be that there is not 
any greater precentage of underlining, but it seems to me there is. 

Q. Are the agencies, such as your committee, protecting the roads or acting in any 
way to prevent this?—A. Our committee has no machinery for that at all, but the 
traffic associations have. An effort is under way now to extend that work very much 
in the Southern territory. 

Q. (By Mr. Phillips.) Well, do the traffic association take measures to prevent 
this, do you think?—A. Yes. 

Q. You think they are working for that, do you ?—A. Yes; they have some agents, 
hut they have not enough. 

Q. (By Mr. Ripley.) Would it bo possible iu tho nature of things tor any Bingle 
road to be rigorous in its policy of making inspection and of enforcing a particular 
classification rate from a general agency ?—A. It should bo from a general or joint 
agency. 

Q. Do you see any advantage in having the enforcement of that classification to 
some degree intrusted to a body like the Interstate Commerce Commission?—A. I 
do not. 

Q. Do you think the railroads are perfectly competent to take cate of that them¬ 
selves?—A. I do, if they want to; yes. I go further; l say if they want to do it they 
can do it, and if they do not want to do it either the Interstate Commerce Commis¬ 
sion or any other tribunal would have trouble iu attempting it. They would have 
all sorts of obstacles. The record books would be in the press, and a thousand excuses 
would be given. Now, if the roads want to do it- and I think they ought to do it in 
protection to the honest shipper—they can do it, and they are doing it to a greater 
extent in the North and East than we are. 

Q. (By Mr. Phillips.) Have you any legislation to suggest along that line to 
prohibit that?—A. To prohibit underbilling? 

Q. Yes. A. I think the present legislation is adequate, but it seems hard to con¬ 
vict; at least convictions are very few. Tho penalty is all right now for under- 
billing. Maybe it is too heavy, and if made lighter there would be more couvictious. 
There ought not to be any imprisonment. I think tho tine is enough. There is a 
fine and imprisonment now. I think the imprisonment feature ought to he repealed. 
It is more difficult to get a railroad agent or a shipper up to tho scratch of testifying 
against the other fellow when the penalty is a term in the penitentiary than it would 
be if the penalty were a thousand dollars or five hundred dollars fine. I think the 
imnrisonment feature might be profitably omitted. 

Q. Do you think a fine would be sufficient to prohibit?—A. I think it would in a 
great many cases. 
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Q. Would you make that fine cumulative?—A. I would if it could be shown that 
it was deliberate. I would not stop at one prosecution. If a fellow had been under- 
billing vinegar every day, from one to live dollars a day, he ought to pay more than 
the follow who did it only once. The prosumption would be that ho did it delib¬ 
erately, and he ought to lie made to pay for his wrongdoing, llut apart from the 
question as to whether the law provides adequate penalties, or whether it is prac¬ 
ticable to enforce a law in that respoct, it is the moral duty of the carriors, regard¬ 
less of expense, to see that this thing is stopped, if only to protect the shipper who 
does not resort toil. It is one of the greatest abuses to day in the whole traffic 
field, in my judgment. 

(^. (By Mr. Phillips.) Are not the companies who own their own cars using them 
for discriminating purposes also?—A. Shippers who use their own cars? 

Q. Yes.—A. You refer to the mileage question, now? 

Q. Yes.—A. It has been done. You mean that private companies carry their own 
goods in their own ears and leeeive a greator mileage than allowed others? 

(J. Yes; lower rates.—A. Yes; that is correct. It is done, as I understand it, by 
allowing them a greater rate per mile for wheelage than is paid others, and which is 
usually three-quarters of a cent per mile por car. I have heard of cases where they 
paid 1 cent, and often more, per mile to the owner of that car. 

Q. (By Mr. Farquiiak.) I)o you regard the giving of commodity rates as a dis¬ 
crimination on the part of the roads in favor of shippers?—A. Not at all. 

Q. Are commodity rates a favor to the road ora favor to the shipper?—A. If a 
commodity rate is made by a earlier it is supposed to bo an advantage to both. 
It enables the shipper to move his business and enables the carrier to obtain new 
traffic at a profitable rato. 

Q. What is your policy in respect to giving commodity rates instead of putting it 
into classes?—A. Well, in most cases the commodity rate governs only whero the 
business is to move. 1 f > on reduce the classification you reduce it all over the terri¬ 
tory. Now, I gave an illustration of that few moments ago. There is a man at 
Atlanta manufacturing these cheap overalls a. 1 shirtings. He wants to ship to St. 
Louis. 1 told him it was uselesstoa.sk the classification committee to reduce the 
classification on those things to filth class; that ho did not need it; that he did not 
want to have them reduced unnecessarily. I asked him if he had any trouble ship¬ 
ping to Birmingham? He said: “No. sir; no trouble in shipping to Birmingham or 
to Chattanooga. The only trouble is to get out to St. Louis and the other territory 
and up there where I come in competition with Baltimore." I went on to tell him how 
to get it to the attention of the traffic association and then wrote him a letter confirm¬ 
ing that. Now, if it were a question between that man's not doing business at St. 
Louis and our reducing our rates all over the Southern territory on overalls and 
shirts, we would he obliged to say: “ You can not do that business; it will cost us 
too much to enable you to do that business.’' 

Q. Why should you take care of his business in St. Louis?—A. I do not think it 
was wrong. On the contrary, it was right for the roads to help him to go to St. 
Louis, because the roads arc in business and he is in business, and they help each 
other and it becomes a partnership. I have got a pair of overalls hero that 1 have 
to laud in St. Louis at a certain price, and in order to do that I will put niy prico 
down and you must put your rato down. It seems to mo it is a fair, sensible busi¬ 
ness proposition. 

Q. Well, if you take up overalls, how many othor articles will you lake up and 
make commodity rates on?—A. The rate-making people are taking up and extend¬ 
ing the rates all the time. 

Q. So your policy of classes will amount to a very little if you go on?—A. It 
amounts to a great deal. 

Q. Through commodity rates you can encourage the road there to give commodity 
rates when they can not take regular class rates?—A. It does not encourage the 
roads to give commodity rates. I do not know that I clearly understand you. 

Here is an article that is first class in the classification. If it were reduced to 
fifth class that would reduce it all over the South on every line, regardless of dis¬ 
tance, regardless of origin or destination. I say to a manufacturer that it is useless 
to ask the classification committee to do it, but that thore is no reason, it seems to 
mo, why he ought not to have a rate to St. Louis which will correspond to the rate 
that his competitors have, and that in order to accomplish that he must go to tho 
traffic associations, and I tell him how to go about it. Now, I can not see tnat that 
was not a perfectly sensible proposition from both sides. 

Q. In other words, he was a pet patrou, and all the rest had to take the classifica¬ 
tion you gave them?—A. Not at all; no pet. It was no more than I would do for 
any other manufacturer. 

Q. Why, tho railroad immediately interfered there in tho Baltimore trade?—A. 
Yes. Tho Baltimore fellow did not like it, and the line running from Baltimore to 
St. Louis probably did not like it. 
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Q. No other manufacturing mau in Atlanta there got the advantage this man did 
to got the goods out to market?—-A. Yes. 

Q. Commodity rate?—A. Yes. We do it for the furniture people, hag manufac¬ 
turers, paper-box makers. It is the policy of the Southern roads to do that, and, I 
may state, the policy of the Western roads and the Northern roads. When they 
reach out beyond their own territory to compete with other shipping points they 
put down the rates or make commodity rates. 

Q. It has been the general policy of the Southern roads to give commodity rates?— 
A. No, sir; I can not say that. What I would say is it has been the policy of the 
Southern roads to make commodity rates for Southern manufacturers, to enable 
them to roach out for trade, but not to reduce the claasilication of freight within the 
territory, because it is unnecessary. 

Q. (By Mr. Ripley.) Do I understand that by the reduction of commodity rates all 
persons get thatsamo rate, but that the reduction of the commodity is made by each 
railroad independently?—A. No; tho commodity rate shows oxactly between what 
points it governs. That is what wo mean by a commodity rate. 

Q. In other words, all manufacturers of that commodity in Atlanta get the same 
advantange in reaching St. Louis?—A. Precisely. 

Q. Without discrimination?—A. And, further than that, if there wero similar 
manufacturers of the same goods in Birmingham, Montgomery, Macon, or Augusta, 
or any other point down there, we would give them a corresponding reduction. 

Q. (By Mr. Farquiiak.) Is not that a discrimination?—A. That is a discrimination 
in their favor, but not an unjust discrimination. I claim that is a sensible business¬ 
like discrimination, and that is just how the business of the country lias been built 
up. Unless it can bo shown that tho purpose was directly to give that man an 
advantage over somebody else in his neighborhood or in his territory, I can not see 
anything wrong about that. That lias made our .Southern iron business. We make 
lower rates northbound on pig iron than on manufactured iron articles coming into 
that territory. 

Q. I believe you said the reason you raisod the iron and steel tariff there was 
because tho railroads, in their equipment and otherwise, had to use iron and steel, 
and a higher price made a higher rate?—A. Yes. 

Q. How long did that measure of recoupment hold on tho roads ?—A, It is in effect 
yet. 

Q. Now?—A. Yes. And that brings up another feature of that iron mattor. The 
Old Dominion Works at Richmond had some correspondence with me about that iron 
and steel list, and I told Mr. Clark, who is president, I think, or wrote him, that it 
might be that a little later on we would have to revise that list again. Things 
might settle down; we might have to put the ratings back, but we did not think the 
time had come yet. We can not tell what tho conditions may bo a yoar from now. 
We may have the ratings on iron 12 months hence lower than when wo started. 

Q. (By Mr. Clakke.) Are those commodity rates mostly remunerative to tho 
roads?—A. They are believed to be. I do not believe that any general iroight agent 
or any traffic manager has ever yet mado a rate lower than ho believed it would cost 
him to haul the business. 

Q. That being tho case could not the roads afford to reduce all their rates to sub¬ 
stantially the basis of the commodity rates?—A. Not at all. I have just said on this 
question of overalls that we would tell the manufacturer in Atlanta that if it wero a 
question betweon our having to reduce the whole classification all over this territory 
to the fifth-class basis, and saying to him that ho should not ship to St. Louis, we 
would be obliged to say to him that he should not ship to St. Louis. Now, it seems 
to me that answers that question. We can not afford to reduce it all down to the 
commodity rate basis, but wo can afford to haul it at a much lower rate to St. Louis 
than we are hauling it for, and still make some profit on it, if it enables the manufac- 
terer to do business. It seems to me that it is precisely like a man's stock of goods. 
He will sell some of it at 5 per cent profit, and some at 10, and on some he is obliged 
to make 40 or 50. 

Q. (By Mr. Farquhar.) That is honest.—A. That is the whole traffic question right 
there. 

Q. (By Mr. Clarke.) If you had only commodity rates then, you would hardly be 
able to do business?—A. If we reduced all the rates down to the lowest rate basis, 
commodity rate basis, wo would go into bankruptcy. 

Q. Then the commodity rates are remunerative only as an exception to the rule?— 
A. They are remunerative as additional business—for increased traffic. 

Q. Do you have any other shipment contracts with any steamship companies?— 
A. You mean for the Southern railways. 

Q. Yes.—A. Thoy have their traffic arrangements for dividing the rates on per- 
entages. You mean coastwise steamship companies? 

Q. No.—A. Oh, I do not know of any contracts with transoceanic lines. There 
may be; I do not know anything about that. 
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Q. (By Mr. Fakquhar.) Ik it a fact that the great Southern manufacturers and 
producers of iron and steel and coal there got their start from discriminating rates, 
commodity rates!—A. They got their start from our joining with them in meeting 
the competition outside of their territory, but we did not reduce the rates corre¬ 
spondingly on all the iron products coining into the territory. To illustrate: The 
Peninsular Stove Works at Detroit wants a lot of pig iron, and they say they are 
going to get it where it suits them best. The furnaces of Birmingham have to enter 
into competition with the Mahoning Valley furnaces and the Pennsylvania furnaces, 
and in order to onablo them to do that the Southern roads make them a rate as low 
as $1.50 a ton from Birmingham to the Ohio River, but not less than what it costs, 
them to handle it. They still t hink they made a little profit. The pig iron is made 
up into stoves and shipped back to Anniston or Birmingham. If it came to a ques¬ 
tion of hauling all iron in that territory on the pig-iron basis, or telling the pig-iron 
furnaces to close up, thoy would have to say, “Gentlemen, you will nave to shut 
down your furnaces. Wo are not going with our eyes wide open into bankruptcy, 
and that is what this would mean.’’ There is one feature in this whole thing that it 
seems to me we always ought to keop before ns. The making of a competitive freight 
rate, mind I say competitive, is subject to precisely I be same conditions as the price 
of tlio tiling unshipped. You meet competition if you have to, and tho inakor and 
the carrier join in a partnership, and both are helped, and nobody is hurt, except 
tho man who would have done business from some other point of shipment, possibly. 
The shipper is not hurt, the carrier is not hurt, the user or consumer is not hurt, and 
that is the plan on which the internal commerce of this country has been developed. 

Q. (By Mr. Rii'Lkv.) Is it not true that there has been a very great increase in the 
number of those commodity rates in recent years?—A. They are on the increase. 
Your mean in our territory ? 

Q. In your torritoiy.—A. They are on the increase. 

Q. Quite rapidly ?—A. They are increasing right along, and usually tho increase 
is on some new article of manufacture. There is a concern in Atlanta just starting in 
the manufacture of rugs. How in tho world they do it, I don’t know. They bring 
tho wool from Philadelphia, and make it into rugs, and then they ship them out West. 
Tho secretary of that concern talked with me, and lie probably has asked for a lino of 
commodity rates on his products fioin Atlanta, not to points right around there, but 
to points out West where be was reaching out into that territory. 

Q. You spoke sometime ago of the rates upon pig iron as compared with manu¬ 
factured products. Do I understand you to say at the present time that the rate on 
pig is lower than tho manufactured iron ?—A. What I meant was this: That we make 
lower rates on pig iron, and lor that matter, on other products of iron from all points 
in the South to points outside of that territory than we do on all iron products 
coming into the territory. Tor the cast-iron pipo people at Bessemer and Anniston, 
we make rates on their pipe out to Ohio and all that Western country, and East, at 
about tho same rate as pig iron. 

Q. (By Mr. Kennkdy.) You can not make it lower outside of your classification 
boundaries can you?—A. As far as wo reach. We make them through to New York 
and Boston, and to the Ohio River when going to tho Western territory. 

Q, (By Mr. Riplhy.) However, there have been times when the rates on pig iron 
was higher than the rate on manufactured iron?—A. Yes; that was true once, and 
it came about in this way. There was a timo some years ago when they made the 
cast-iron pipe rates from the Birmingham district to tho Ohio River the same per 
100 pounds as pig iron. You see that inado it read less per ton because cast-iron 
pipe is 2,000 pouuds and pig is 2,268 pounds per ton. 

Q. Right there, in that same connection, is it not true at the present time that the 
rates on cotton maun factnrosaic lower Ilian the rates on raw cotton?—A. Yes: in some 
eases thoy are. They are higher and lower. The rates are not made with relation to 
each other, but it is a fact tlmt (ho cotton rates from the South are in some cases 
higher than the l tes on the factory products. As 1 say, they are not made with 
relation to each othor; they are made on a different basis. 

Q. Would it not seem to introduce an element of injustice between Northern and 
Southern mills if the Northern mills have to pay more on their raw material than 
you charge on their manufactured product?—A. Oh, in a general way, yes. I would 
say that the raw material ought not to bo higher if it would cut any figure. I do 
not believe it cuts much figure, and, in a general way, I would say that the rate on 
raw cotton ought not t<» be higher than on tho same thing when its value is inoreased 
by the application of skill, or by manufacture. 

Q. Now, is there anything in tho nature of the railroad business itself which would 
tend to lead the carriers to bring into line the raw product and the manufactured 
product for the protection of the New England competitor?—A. If it had amounted 
to anything, it would have come up before this. Now. the New England manufac¬ 
turers have not raised the point, and if the) did raise It and urge it, I do not know 
whether we would reduce cotton rates or put up the other thing; but it does-not 
seem to have affected the business one way or the other. I do not know that there is 
any necessity to reduce those cotton rates. 
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Q. I found quite a little complaint at Richmond of the difficulty introduced into 
business by reason of the fact that all their products coming in from the West to be 
shipped into the Carolina territory came into Richmond on the official and then 
went south on the Southern, whereas the Western manufacturer who ships directly 
into the South ships on the Southern classification all the way f—A. That is right. 

Q. Can you suggest any way of obviating that difficulty by the extension of the 
uniform classification, or anything of that kind?—A. Well, it does not grow out of 
that trouble. The complaint would exist even if there were only one classification. 
It comes about in this way: The rates from tho West to Richmond, proper, are sub¬ 
ject to the official classification—that is, the rates to Richmond on goods stopping 
there. The rates are made the same as to Baltimore. But on through business 
goimr into the Carolinas, not Atlanta, not Charleston, not Savannah, but into the 
Carolinas and a few points in Georgia through Richmond, they have what they call 
proportional rates to Richmond, subject to tue southern classification. It has been 
done since 188(1. That is what the Richmond people complain of. In other words, 
it is not so much of a classification question as it is a rate question. If there were 
only one classification, we might still make a lower proportional rate to Richmond 
on business going beyond than when it stops there. Take Cincinnati. Cincinnati 
to Richmond is (12 cents, but the proportional rate on business going to the Carolinas 
is only 22 cents. The classification does not have much to do with it. 

A very important question before this commission is that of uniform classifi¬ 
cation, prescribed or not by the Interstate Commerce Commission, but in any case 
a uniform classification for the whole country; and a large contingent of shippers 
in the South complain at tho present time booauso of the difficulty in computing or 
verifying tlioir rates, through tho existence of these different plans of classification. 
In your judgment is it possible or will it ever be possible to bring these soveral 
classifications togetlier ; or to prescribe a single ono for the whole country?—A. A 
great deal has been said about a proposed uniform classification to govern all over 
the country. In iny judgment that thing is not impossible^ but 1 believo it to be 
impracticable, and I believe that if they had it they would find that it did not cure 
all their ills, that its value had been overestimated. 1 have stated that I believe 
it would bo impracticable. I will explain that. Ignoring all questions of excep¬ 
tion sheets, just let us suppose that there are only three general classifications in 
the country now without any exceptions to each. Suppose that it was the duty of 
the Interstate Commerce Commission, or of a general committee, or of this com¬ 
mission, or any other body to unity those three classifications, and to bring them 
into harmony ami at the same time not to violently disturb existing rates. Now 
then wo would go about it something like this. We would take the official classifi¬ 
cation and the Western classification and the Southern classification, and we would 
go through them item by item. We, would strike an article that was first in one 
and second in the other and third in the other. To bring it down still finer and 
better, perhaps, take cotton-factory products. They are first in the Western terri¬ 
tory, they are third in official territory, and they are to-day fifth in the Southern 
territory. Now, how would we reconcile that? Bear in mind that we do not. want 
to violently disturb existing rates, which are believed to be about right. Well, the 
official man would say, I do not waut to put that up to first-class, and 1 do not 
want to reduce it to fifth. Now, Mr. Western, you must meet us halfway, and 
Mr. Southern you must meet us half way. We must strike a compromise some¬ 
where, and, if we do, wo will have a complaint from everybody where we advance 
rates, and we will reduce unnecessarily in some other eases, or else we must start a 
separate class. Well, call that class if), if you please, or class 36. When we got 
through, there would be probably 80 or 00 or 100 classes. Now, nobody wants to 
see anything of that kind. Nobody wants any 100 class classification. That is why 
I say I believe it would be impracticable. Fundamentally, and more important 
still, I thiuk is this: That tho country is so vast and conditions are necessarily so 
unlike. Conditions are not the same in Maine as in California or Florida. As 
an illustration of that: Sometime ago we established a rating on treecovers. A 
man in Florida 1ms a patent there for what he calls a tree cover. It is made 
of canvas, and there is a framework that folds up ami is put in a package. It 
is made to protect the orange trees in case a sudden frost is threatened. Now 
they have not anything like that in Indiana; they have not anything like that in 
official classification territory; ami we made a much lower rating, I am satisfied, on 
that than if it were to govern all over the United States, because we wanted to pro¬ 
tect the oranges so we could get the haul of them. 

(By Mr. Phillips.) Now, there is one statement you made in regard to the 
diftereuco of classifications in the different sections of the country on cotton.—A. 
Cotton-factory products? 

Q. Yes. Now, would there be a reason why it Bhould be class No. 1 and a much 
higher rate in the West than it is in the South and East?—A. There is an excellent 
reason. 
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Q. And is there much difference on other things in the other classifications in 
these different districts?—A. The rates may be higher or lower in one section than 
in another, but here is a case where the classification also differs. 

Q. Well, the class No. 1 in the West would be much higher than No. 4 would be 
in your section, would it not?—A. Yes; it would be higher there. Their first-class 
rates for like distances are higher than our fourth-class rates, I think; but even if 
they were not higher, there would still remain the difference in the classification, 
whatever the scale of rates might be in the different sections. We are supposing 
that we want to try and harmonize these classifications. Now, the only way we 
could do that would be to start a new class for cotton-factory products. I do not 
see any other way in the world to do it. 

Q. But if there were no difference in the oost of hauling, then you could make a 
lower classification, couldn’t you?—A. Oh, we would not stop at the cost. We 
would have to consider all the cirourastances. Now, answering the chairman’s 
question as to why cotton-factory products ought to be first in one section and third 
in another and fifth in another. I do not know about tho Western territory, but I 
can understand that out there it is purely a consuming territory. They are simply 
dry goods to them. There is no question of encouraging tho development or growth 
of cotton mills. It is a simple dry goods proposition out there, and they havo got 
it first class. The official territory where they are third class is both a producing 
and a consuming territory, and the third class, I have no doubt, was a compromise 
in 1887 wheu they first made and adopted the official classification; a compromise on 
all the rates they had in forco. I have no doubt that about 1887 tho Now England 
mills had very low commodity rates to the West. It was probably 50 cents to Chi¬ 
cago, and the third-class rate from New England to Chicago to-day is 50 cents. 

I have explained as to our territory that we started out with sixth class, which is 
the lowest merchandise class. That was dono to put these Southern mills on their 
feet. We afterwards put it up to fifth. To-day we have commodity rates to the 
West, in competition with the New England mills, which are lower than fifth class 
and actually even lower than sixth. We have tried to fit the tariffs and classifi¬ 
cations to the conditions, and that is what the other fellows have done, I am 
satisfied, in the North and West. 

Q. (By Mr. Kennedy.) What will they do when there comes a community of 
interest in all these railroads?—A. I think it will gradually level itself up when 
the conditions get alike as to density of trafllo and when each territory is a pro¬ 
ducing as well as a consuming territory. It will gradually level itself up, and I 
think that finally, though it may be some time hence, the rates will be as low in one 
section as in anotner. There is not any inherent reason why a road in the State of 
Ohio, earning so much per mile per annum, should not have about the same rates as 
a road in any other Stato where the population and business are about of equal den¬ 
sity, which earns about the same revenue per mile per annum. There is no inherent 
reason why the rates in Florida should be higher or lower than in California or 
Maine. It is a question of commercial conditions. 

Q. (By Mr. A. L. Harris.) Is it possible to have a uniform classification all over 
the United Statos?—A. It is possible, but you would have so many classes that it 
would be an impracticable thing. It can be done, there is no doubt about that, but it 
might take 200 classes—I don’t Know; but if you were going to put everything in the 
same class in all of the three classifications, and at tho same time not violently dis¬ 
turb the present rates, it could bo done only by the multiplication of the number of 
classes. 

Q. If it could be done, would it simplify rates going' from one territory to another?— 
A. It would where the rates are made on combinations, as we oall them. A combi¬ 
nation rate means a through rates, made by adding two rates; and where you cross 
these boundaries, like the Ohio Kiver and the Mississippi River, you have to make 
a combination rate. Undoubtedly it would be more easily done ii the same classifi¬ 
cation governed up to the boundary and beyond. But a great deal of the trans- 
boundary business is made on through rates subject to classification for example; 
and from Pittsburg and all territory east of there through rates to our section are 
governed by the Southern classification. You go to Buffalo or Boston and ask for 
the rate to Atlanta and they will show you a tariff with a through rate governed by 
the Southern classification. That is done for convenience, and done also to keep 
the interior in line with the port. 

Q. (By Mr. Ripley.) I would like to ask yon to speak on the peculiarities of the 
Southern situation as far as the long and short haul is concerned, the existence of 
water competition, and the difficulties which the roads experience in making rates 
under those circumstances.—A. The principal difference between the rate system in 
the South and in the other two general sections of the country is that we have lower 
rates to what we call basing and competitive points than we have to the small local 
stations. Those competitive points started ont with water points like Nashville, Pen¬ 
sacola, Selma, Augusta, Savannah, Charleston, and New Orleans. They begin there. 
When the first roads were built they had to meet those rates. If they did not exactly 
meet those rates they partially did so and had to fit their tariffs to the conditions as they j 
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found them. Later on, as new roads wore built, a new kind of competition sprang 
up; that is, the competition between rail carriers. Here is Atlanta, a point of con¬ 
sumption ; here is Baltimore. There is a system of rail carriers from Richmond to 
Atlanta, say, and another set of carriers from the West to Atlanta. There was eom- 

f ietitiou between carriers and betweon markets that got the rates down to these 
arge all-rail points, where there is no water at all, and those points have grown in 
number, but not greatly so, from the construction of new roads. Now, in the South, 
we have not believed that we ought to be called upon to put down rates to every 
intermediate point, where competition doos not exist, because we do meet the com¬ 
petition at one of these competitive points. That is our position on the long and 
short haul clause. The only difference in conditions as between Georgia and Ohio 
is that in Ohio they had about reached a flat fourth-section basis before the law was 
ever passed. I remember asking Mr. McLeod, of the Cincinnati, Hamilton and Day- 
ton road, just after the law wont into effect, or about that timo, how he made grain 
rates from points along his lino to tho East beforo the act to regulate commerce went 
into force. Ho said, ‘‘Well, of course, at Cincinnati wo bad our rate iixed at 87 per 
cent of the Chicago rate. Then wo would go out and mako tho lirst group of sta¬ 
tions about 1 cent higher than Cincinnati. Wo found that that was about as high 
as wo could get, because at the next group we would striko nearly always East and 
West lines, and if we made it more than a cent higher from a given point, why then 
wo would lind it going somo other way.” When lie got through, I said, ‘‘Then your 
rates are about tho same as they were before?” And he said, “.lust about.” I said, 
“You get just about the same proportion out of them?” And he said, “.lust about.” 
I had previously said to him, “Ilow did you divide your rates when you made them 
just 1 cent or bo higher than the common point?” Ho said, “Wo added that 1 cent 
to our common-point proportion. Alter tho law was passed they all blocked their 
roads out so as to give each line not less than ISO miles in the division of the 
rates.” So I said, “Your rates are just about the same as they were, and your propor¬ 
tion is just about the same?” And he said, “Just about.” That country up there 
is so gridironod with roads that they can not make the rates as wo do in the South. 
Tho conditions are different. When we get enough roads in the South wo will get 
to make our rates as they do in the North; we will just fall iuto it naturally. 

Q. Your justification of the reduction of the rates to a competitive point where 
there is either water competition or the competition of several roads would not seem 
necessarily to apply to points which are not on the water and where railroad com¬ 
petition is not so extreme? I refer to places like Albany and Americas, Ga., and 
Cordole. Those are purely arbitrary basing points, are thoy not ?—A. They are not; 
no. If one single line at one of these points says “ wo are going to make this a basing 
point because we believe it to our interest,” thcro is competition and tho others must 
meet it. You have got to compete not only with sensible traffic officials on the 
roads, but with others who are not so sensible but who are still doing what they 
beliovo for tho best interests of their road. Now, competition is anythiug that com¬ 
pels a carrier to reduco a rate. 

Q. Docs it seem fair and j nst that tho action of one road which, as you characterize 
it, may not bo acting in tho wisest way, in designating a certain point as a basing 
point, and giving it lower rates than tho surrounding district, should ho followed by 
the other roads, and that thereby that particular town should be built up at the 
expense of tho surrounding country?—A. It is the road that first reduces that 
does it. 

Q. And it compels all the others to do the same thing?—A. They must moot tho 
rate or stay out. 

Q. Is there not a disposition on the part of somo of the more conservative roads to 
object to tho designation of some of these new towns as basing points ?—A. Undoubt¬ 
edly so. I do not say that every basing point ought to have been made so, and I think 
somo of them ought not. I think C'ordelo is one that ought not to have been made 
a hasiug point, but one line forced it and thought it was going to ho to its interest 
to do so. 

Q. Do you not, in admitting tho system, opon the way to just such arbitrary dis¬ 
criminations between towns as you have described?—A. Why, yes; we make it 
possible. 

Q. And does it not sometimes operate to the disadvantage of the more conserva¬ 
tive policy of the roads themselves?—A. Why, undoubtedly; if a line makes an 
unnecessary or unwise reduction, it operates to the actual loss of the more conserva¬ 
tive linos. 

Q. Do you see any way in which, either by legislation or by change of poliey on 
the part of the roads of the South, this tendency to designate a number of towus 
arbitrarily as basing points may be stopped?—A. It will not be stopped, but it is 
going on very slowly, and there is very little more of it now than there was 15 years 
ago. There has been no tendency to rush into the thing. There have been very few 
points added to those low-rate points. 
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Q. I find a good deal of dissatisfaction in parts of the South, in certain towns, 
because competitive towns have been thus designated as basing points, on which 
the rates to the whole surrounding country are based and fixed, and there seems to 
be a feeling on the part of those towns thus discriminated against that they should 
be protected in some way by the interstate-commerce act or by some other agency, 
by the railroads themselves, perhaps.—A. I know there is such a feeling. 1 have 
testified in cases of that kind. 

Q. Can you suggest any remedy, or have you any to propose?—A. I do not think 
they are entitled to any remedy. It is due to competition and competitive rates. 
If you reduce all the points around there, that is not competition. That is where the 
injustice may come in. 

Q. Do I not understand that there are basing points where there is no competi¬ 
tion—points on a single road?—A. No; I do not know of any such points. Wespeak 
of basing points and competitive points and common points in about the same sense. 
I referred to Atlanta, Macon, Albany, Americas, Selma, Birmingham. Birmingham 
has no water competition, but the rates havo been forced down there below the 
Atlanta basis from the West. They are always lower than to Atlanta from the West. 
In the Social Circle case I think it would bo a great injustice to Augusta to give 
Social Circle the same rates. 

Q. You say that Birmingham has lower rates?—A. From the West. 

(^. Lower from the West than Atlanta?—A. Yes. 

Q. Is it not true that Birmingham and Atlanta havo the same rates from the 
East?—A. That is true. 

Q. Now, I find great complaint at Atlanta from that condition. They say that if 
Birmingham has the same rate east through Atlanta that Atlanta has the roads in 
the opposite direction ought to give Atlanta the same rate that Birmingham has.— 
A. Not at all. 

Q. Will you explain why?—A. Yes. From the East those points have been 
grouped. Birmingham and Atlanta have always been in that group. It was a 
compromise. 

Q. Who put them in that group?—A. The roads. 

Q. For what reason ?—A. Because they had a group basis; that is all. Now, coming 
to the adjustment from the West, the rates were about the same to Birmingham as to 
Atlanta. But when tho Kansas City, Memphis and Birmingham road was built from 
Memphis to Birmingham, some 12 or 12 years ago, why, the map was changed. That 
road said: “ We are not going to make the rates from Memphis to Birmingham, our 
own points, any higher than from Memphis to Chattanooga.” They finally com¬ 
promised on a scale of figures. They made them themselves. They did not compro¬ 
mise with other carriers, but they compromised with themselves on a scale of figures 
beginning with 73 cents first-class. Before that it had been 90 cents first-class, as I 
remember. They made it 75 cents first class, and those are the rates to-day. I was 
with the Louisville and Nashville road at that time, and we endeavored to hold tho 
rates as they were from the Ohio River, Louisville, Cairo, Evansville, and Cincin¬ 
nati, and we did hold them for a while. Finally ono line from one point on tho Ohio 
River said: “We will not stand it any longer. Wo are going to put in a rate of 4 
cents above Memphis.” This is the established differential and was fixed by Judge 
Cooley’s decision in 1886. And they made a 79 cent scale from Louisville, Cairo, and 
Evansville to Birmingham, and those are the lates today. 

If Atlanta is entitled to lowerrates from tho East than govern to Birmingham and 
other points west of Atlanta, then why is not Athens, (la., entitled to lower rates 
from the East than Atlanta, because Athens is east of Atlanta; and wh,\, in turn, 
would not Elberton, Ga , be entitled to lower rates from the East than Athens, 
because Elberton is east of Athens? Yet Atlanta and Athens and Elberton all take 
the same rates from the East. It is simply this: That each shipper is, naturally and 
properly, looking out for his own interests. Now, if you scale the rates out oil dis¬ 
tances, regardless of general conditions, commercial and otherwise, which govern in 
fixing freight rates, you would make Anniston lower than Birmingham and Birming¬ 
ham lower than Montgomery, which the Atlanta man does not want. We simply 
stopped at Birmingham, so far as the rates from tho West were concerned. The 
situation at Birmingham was forced upon us, as already explained. We did not go 
farther than that. 

Q. Why not stop at Atlanta and force it on some other town ?—A. There was no line 
reaching Atlanta which sought to force down the rates to Atlanta. It was the new 
line at Birmingham which forced the reductions ac Birmingham. That line, as 
already stated, was the Kansas City, Memphis and Birmingham road. They said, 
“We do not see how we can undertake to maintain higher than these figures from 
Memphis to Birmingham,” and they would not maintain higher, and the rates have, 
since been continued on that basis. I have told other people just what I now tell 
the commission, and have insisted, on the witness stand and otherwise, that the car¬ 
riers could fairly and fully defend the lower rates from the West to Birmingham 
than to Atlanta. 
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Q. (By Mr. Litchman.) The solution is for Atlanta to build another railroad ?—A. 
Atlantal rates are all right. Atlanta is growing faster than any other point in that 
country. Atlanta is not suffering from freight rates, and she would not solve it, 
either, by building another railroad. She has got all the railroads she wants. Bir¬ 
mingham did not build that road from Memphis, and Atlanta is not going to build a 
road from Memphis or from the Ohio River to get a reduction of rates. 

Q. (By Mr. Riplky.) Is there not, however, anew roadbcingprojectedto Atlanta!— 
A. I think it is problematical. 1 think that these different rates that have been 
heated and forged and welded and pounded and hammered into their present shape 
are about as near right as practical poople can make them. 

Q. But commercial condit ions may change!—A. They may change and we will try 
to meet those conditions, it is our business to watch that and try to fix the rates 
to lit the conditions. 

Q. Here is an example that 1 should like to ask you to explain, simply as an illus¬ 
tration of the system in tlio South. At Montgomery, Ala., which is about 175 miles 
above Mobile, the rates from the north are all based on Mobilo. The combination 
rate to Mobile, plus the rate from Mobilo up to Montgomery, is less than the direct 
rate from the north. To illustrate specifically, a merchant in Montgomery told me 
that lie shipped ‘J carloads of fruit jars from Crawfordsville, Iud., to Montgomery, 
lie shipped them to Mobile and then paid tho local rate from Mobile back, those 
fruit jars going through Montgomery on the way out. By having them hauled 350 
miles farther ho saved Jf7r> ou tho two carls. Now, that is the situation which I find 
prevails in all lines of business.—A. I eau explain that. For a great many years 
past the Mobile and Ohio Railroad has said that it would make tho rates from the 
western country to Mobile tho same as to New Orleans. I never believed, and I do 
not bclie\o now, that it was justifiable or that it was necessary, but that was 
another condition and not a theory. That was the condition, and the rates from the 
West to Mobile to-day are tlio same as to New Orleans; and the rates to New Orleans, 
as you may easily understand, are very low as against direct river competition. Now 
it is true that you can take some of tlio rates to Mobile, made in that way, and add 
the rate back and it will cut the direct rate. You may naturally ask why a lot of 
sensible traffic people allow that thing to continue, and my only answer is that they 
hau) found it better to let some business go that way than to reduce the Montgom¬ 
ery rate, w Inch they fear would carry with it Columbia, Eufala, Atlanta, Columbus, 
and nil those places. Here iB wheie it began. Through tho policy of one road reach¬ 
ing Mobile, the rates to that point were iorcod down to the same basis and held on 
the same basis as the rates to New Orleans, where tho good Lord has fixed competi¬ 
tion for us, and where Clod’s highway is. Now, that is healthy competition. It may 
have been wrong; 1 think it was wrong. Colonel Clarke, of the Mobile and Ohio 
road, knew more about the railroad business than I do, and I am suro he thought 
he v as right. But through that policy the condition is forced on a man that enables 
him to ship down to Mobilo and back to Montgomery at a lower rate than ho could 
have shipped directly to Montgomery for. 

Q. Why shouldn’t they haul it ami stop it and claim the same rate?—A. Because 
thoy used to do that ami they found that gradually the agents were hunting combi¬ 
nations. Now, they have stopped that, and they say that any shipper at Mont¬ 
gomery has a perfect right to ship to Mobilo and reship; but if he does, they will 
not give him a bill of lading to Montgomery at lower than their published legal rate 
filed with the Interstate Commerce Commission. 

Q. My point is this: Why not change that combination to charge what it costs to 
Mobile, plus tho ra t e back, but not go through tho farce of hauling the freight down 
175 miles and hauling it back?—A. It might come down another way. It does 
not necessarily go through Montgomery, but it is given to Mobile, and it is taken as 
a Mobile shipment, and the Montgomery man must have his arrangements to have it 
reshipped. 

Q. 1 find that Atlanta shippers, for instance, claim that they can very much more 
cheaply conduct their business by establishing bouses or agencies at, we will say 
Mobile, or possibly Charleston, certainly at Savannah, for the distribution of goods, 
while the center of their business is at Atlanta. In other words, instead of bringing 
the goods into Atlanta, it is better to stop them at Savannah and distribute them 
lrom that point on account of the high rates to Atlanta. In fact one man, an impor¬ 
tant merchant at Atlanta, made tho statement to me that there was a strong tend¬ 
ency on the part of all the jobbers in that city, by reason of the freight rates in 
force, thus to establish branch houses at Savannah and not to ship their goods into 
Atlanta at all. Is not that likely to operate to the disadvantage of a city like 
Atlanta?—A. I had not heard of any warehouses at Charleston or Mobile. There 
are four or five or more concerns in Atlanta, with their headquarters and principal 
business at Atlanta, which have located warehouses in Savannah in order to get the 
benefit of the lower rates to Savannah, made via ocean routes, and then to reship 
inland, not to the entire inland territory, but to such territory as they oau reach from 
Savannah, at a better total combined rate tbau the rate into Atlanta, plus the rate 
from Atlanta. Now, as to how much of that is being done or how much will 
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finally be done, I do not know. If it comes to pass that Atlanta commences to do 
all its business at Savannah, it will bo up to the roads to decide what they will do 
about it, because there are somo roads that haul Atlanta business that do not see 
any Savannah business. They are all looking after their own various interests, and 
they are watching as closely as they know how. Now, if that business grows to 
sufficient volume, it may force a reduction to Atlanta, and finally it may force a 
reduction to all interior points. 

Q. I know that one jobber told me that by threatening to establish a branch house 
at Savannah he had been able to force a particular road to grant him a reduced rate 
to Atlanta.—A. Maybe lie was mistaken about that. I think Mr. Charles Conklin, 
when he got his commodity rate on tin plate east and west, used as an argument that 
if they did not give it to him he would move his works to Savannah and get his plate 
there by water. Now, whether thatinduced them to do it or not I do not know. I did 
not think they ought to make a rate as they did at tho time, and I do not think so 
yet, for this reason, that the rate has not been used for manufacturing purposes. He 
ships a groatdeal besides manufactures. 1 didnot think the rate ought to have been 
made; but if it had not been made and that gentleman, whoever he was, had moved 
to Savannah and established his manufactory there, and thatsort of thing should go 
on increasing and tho manufacturers at Atlanta, Chattanooga, and other points 
should find after a time that they could not do business, why, it might come to the 
roads to say that they would put the rates down or would do just what they thought 
was for their own interest. 

Q. You have spoken thus far as if thoro were effective competition between these 
several roads. Is it not true that there is a strong tendency toward an amalgama¬ 
tion of these roads? In other words, is not the Central of Georgia controlled by the 
Southern road, and are not a number of other roads, such as the Nashville, Chattanooga 
and St. Louis, controlled or owned by what is called tho Southern system? Is thero 
not a tendency on the part of all these roads to go into common hands, so that the 
competition that was effective protection to the public has coased?—A. There is cur¬ 
rent history enough as to tho consolidation that is going on. What tho final outcome 
will he I do not pretend even to surmise. I do not beliovo any of us ean tell now. 
But as long as there is healthy competition between two or threo or more roads for 
any particular traffic this consolidation is not going to hurt anybody. 

Q. (By Mr. Phillips.) How many milos at present are controlled by Mr. Spencer’s 
present Southern system?—A. The Southern system has over 7,000 miles. I forget 
the exact mileage. 

Q. How many miles are there outside of that system controlled by individual cor¬ 
porations ?—A. Well, our last monthly statement showed over 29,000 miles. I forget 
exactly. They have over 7,000. Our committee expenses are apportioned on mileage 
basis, and they pay a little over 20 per cent. 

Q. (By Mr. Kiplev.) Does that control the Central of Georgia?—A. That does 
not include the Central. That is managed separately, and is a strong competitor of 
the Southern, and each line is working as hard for the business as if they were 
deadly enemies. Now, how much harmony of policy among the owners thero may 
he, I have no idea in the world; but in actual daily practice if a man wants to ship 
from Atlanta to New York, the Central man does not, by any means, get out of the 
way until the Sonthern man can get tho shipment. Tho management is charged with 
the making of rates, the solicitation of business, and there is the same general 
hustling for it just as thongh there were an absolutely separate and distinct organi¬ 
zation and ownership, as well as management. 

Q. Is it likely, however, that they can continue this competition with the South¬ 
ern?—A. I think so, until they are actually taken in under one management and 
have the same traffic officials. I have known tratfio officials on different divisions 
of the same road to compete with each other, each looking out for the interests of 
his division. As long as you do not have them under one management you will 
have competition. 

Q. Isn’t it the simplest tiling in the world, however, to extend the single manage¬ 
ment, as far os the traffic officials are concerned, ovor an absorbed road?—A. Oh, 
yes; very simple. It is done by a circular. 

Q. Suppose the Southern System controls at the present time a majority of the 
stock of tne Central of Georgia and that the Central of Georgia controls in turn two 
or three other smaller roads. It would require merely the issue of a circular to 
extend the traffic management of the Southern over the entire group, would it not?— 
A. Well, they would have to take it into ownership first. But what I meant was 
that there is no practical difficulty in extending jurisdiction of the traffic official 
over a new road any more than over a branch line that is completed. 

Q. (By Mr. Phillips.) Is there a tendency to further combine?—A. I think there 
is; I think they will divide into groups. I make the point right here that I, as a 
railroad employee, am just as much interested in that proposition as any shipper. 
Whenever there ceases to be competition for John Doe’s business, there will cease to 
be competition for my services. Now, it seems to me that we are approaching the 
time when there will be 5 or 6 separate systems in the South. They may all work in 
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harmony to the extent that the separate owners of the separate properties may agree 
among themselves—and it will take only a few men to agree to it—that in a general 
way they will maintain rates. In a general way they may take some sort of ao- 
tion—some concerted action—with respect to legislation or litigation, or what not. 
As long as there is active competition (and there will be active competition as long 
as the roads are under separate managements) between 2 or 3 of those roads at a point, 

I have no fear for the future. I believe that my services will be in demand for what 
they are worth, and that there will be the same kind of competition for the mer¬ 
chants’ and the manufacturers’ shipments, too, and I do not feel at all alarmed at 
this consolidation. To a certain extent it is perfectly natural and proper. The con¬ 
tinuing of a disjointed lot of little lines under separate interests or managements 
has not anything to recommend it. 

Q. (By Mr. Ripley.) Did not the Louisville and Nashville and the Southern Sys¬ 
tem come together in just that way that you dosoribo?—A. They compete at a great 
many points. They are strong competitors. There is absolutely no merger or com¬ 
munity of interest about their management that I can see. 

Q. The absorption of the Louisville and Nashville by the Southern System, or by 
a system like the Pennsylvania, which, it is reported in the South, is looking at the 
•problem of purchasing both the Southern and the Louisville and Nashville, would 
bring all interests together, would it not?—A. Well, if thoy could be consolidated, 
after a while there would bo no competition, and I do not want to see that come. I 
think it will be a bad thing for the roads, as well as for everybody else. I honestly 
believe that final consolidation and removal of all competition would be just as bad 
for the roads as anybody else. 

Q, What would be the evil effect?—A. Public opinion. That is something that 
the roads can not afford to ignore. 

Q. (By Mr. Litchman.) Do you think that after that consolidation had taken place 
the public would begin to ask who should run the combination?—A. The public 
would liud sonio way of giving expression to its dissatisfaction; and no one oi us, 
railroads or anybody else, can afford to ignore that. What shapo it would take 
nobody can guess. It is too remote. This gigantic combination ami consolidation is 
an entirely new condition. I do not know of anything like it in the history of tho 
world. What the final outcome will bo would be guesswork, and what the people 
might do would bo guesswork. But I do not beliovo it would be a good thing for 
all the railroads of tho United States to be under one management. I do not believe 
it would be a good thing for the roads themselves, or anybody elso. 

Q. (By Mr. Clarke.) Do you think it. would bo a good thing to have a very few 
great systems which would compete with each other?—A. I think probably to a cer¬ 
tain extent that would be a good thiug for flio public and for tho roads themselves. 
As I stated before, up to a certain point consolidation is perfectly natural and 
proper. Take the Southern Railway, for example. I have counted over 50 original 
lines in that system. The system, as it is, may be unwieldy and it may not; I do 
not say; but why should rates have to be made over throe or four roads to get from 
Washington to Atlanta? Isn’t it better for there to be one system from Washington 
to Atlanta? 1 do not see that the public need fear tlioir dividing into groups until 
they reach a point where thero ceases to be groups and it becomes a gronp.^ They 
may group tho whole system. 1 do not believe that would be a uood thing. Taking 
our own territory down there, it seems to me that if they should have 5 or 6 systems 
in the country east of the Mississippi River, there would be plputy of competition. 

Q. Do you recognize discriminations as au ovil to the public as woll as to the rail¬ 
road?—A. You mean unjust discriminations? 

Q. Yes; I moan bad discriminations.—A. Well, I think that some few uufair dis¬ 
criminations will always arise; they are bound to arise from the nature of the busi¬ 
ness, the multitude of tho transactions, the immensity of the thing. Why, there are 
bound to be unjust discriminations, though not intentional, perhaps. 

Q. Aro they not likely to be very much diminished by the community of interest 
found in one system?—A. If you refer to rebates and that kind of discrimination, I 
think so. They are likely to be diminished by consolidation. 

Q. When a merchant knows that he is getting the same rate as his competitor, is 
it not to the advantage of trade?—A. Unquestionably; and to the advantage of 
morality. 

Q. (By Mr. Ripley.) I would like to bring up for discussion the so-called dis¬ 
crimination of rates against Charleston, a case which was argued before the Inter¬ 
state Commerce Commission about 2 years ago and upon which a decision has not 
yet been rendered. I bring that up simply in order that you may use it as a basis 
for a discussion of the system of rate making in the Sonth. The compaint of 
Charleston before the Interstate Commerce Commission is that it is unfairly dis¬ 
criminated against by rates from tbo West. The rate from Chicago, I believe, 
through Asheville to Norfolk is 72 cents, whereas the rate from Chicago to Asheville 
and from Asheville to a point an equal distance down is$1.35. That great discrimi¬ 
nation against Charleston prevents, so they claim, the growth of an export trade in 
any way equal to the growth of the export business at Norfolk. I snould like to 
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ask yon if you could explain the system on which the rates from the West to Nor¬ 
folk and Charleston, respectively, are made, and the justification the roads find for 
the very much higher rate of $1.35 as against 72 cents?—A. The simple answer is 
that they maintain as high rates to both points as they can. That is all there is of it. 

Q. Does it not seem, however, that there should be some final court of last resort 
which should equalize in some way, either up or down, the rates of those two cities?— 
A. "W© have a court like that now. We have our final court. If you meau some tri¬ 
bunal that should decide immediately whether or not Charleston is being unjustly 
discriminated against, 1 believe 1 answered that question this morning in a general 
way. But as to that Charleston v. Norfolk rate question, it is perfectly simple. 
They maintain as high rates to each point as they can. The fact that oue road does 
a little business through Asheville cuts no figuie whatever. It might withdraw from 
the Norfolk business. It does not haul enough business from Chicago to Norfolk to 
pay for axle grease. The rates to Norfolk are the same as the trunk-line rates to 
Baltimore. The rates to Charleston are maintained ashigh as they can be as against 
the rates through Baltimore and thence m oceau. They do not fully meet the ocean 
competition, but they approximate it. But here is the serious point about Charleston. 
If you voluntarily reduce Charleston so as to pet it on the Norfolk basis, how are you 
going to refuse to reduce Augusta, Macon, Atlanta, and all these poiuts? They are 
still higher than Charleston. Chicago to Atlanta is higher than Chicago to Charleston. 

Q Atlanta is not as remote by a considerable distance, however, is it?—A. It is 
not so far and yet the rates are higher. Now, our defense to the Atlanta man is that 
we maintain Charleston as high as we can maintain it. We can not put it up. A 
great deal of the business is going down by ocean now at the preseut rate. But if we 
should give Charleston the same rates as Norfolk, wo would have no moral defense 
on earth for holding up the rates to these interior points. 

Q. You have already admitted that you do not conform to the long and short 
haul clause. Why need you, then, by reducing Charleston also reduce Augusta?—A. 
I said voluntarily. If we voluntarily put down Charleston because some other place 
having trunk-line competition is lower, what moral defense could we have, leaving 
out the question of legal defense, for not also reducing Macon, Augusta, and Atlanta, 
etc? 

Q. Have you not the same moral defense as elsewhere throughout the South?—A. 
Not at all. Where we have a lower rate to a farther point there is some sort of com¬ 
petition at the point beyond which has forced it down. It does not make any differ¬ 
ence whether it is a wagon line or a steamboat line or a rail line or what. 

Q. But if it is a railroad whose action is unreasonable?—A. It makes no difference. 
Anything that forces down a rate is competition. 

Q. Is it exactly safe for a community to trust to that policy?—A. We believe it 
is. The roads are looking after their own inteiest in this, and in doing that they 
are looking after the interest of the towns along the road. What has brought about 
this relative adjustment in that country? It has been arbitration and warfare. It 
has been molded into that shape. I venture to say if a proposition were made to¬ 
morrow to reduce the rates to Atlanta some line would insist that corresponding 
reductions should bo made to Macon and to Augusta, etc. 

Q. Is it not possible for these roads to sec that their interests are one, that this 
friction which prevents wise adjustment in the interest of certain districts may be 
overcome?—A. It is not frictiou. It is competition. It is healthy competition. It 
brings about a fair relative adjustment, an adjustment that the carriers believe is 
fair to the patrons of their lines at the points at which they are most interested. It 
is the best Kind of competition. 

Q. The traffic manager of the Southern system desires to reduce rates on cotton 
from the Mississippi Valley to Carolina mill points?—A. Yes. 

Q. The instant he proposes to do that the Mississippi Valley roads say, “Wo will 
not permit that to be done, because that is taking business which we haul up 
through Cincinnati to the East.” Consequently, Mr. Culp is prevented from grant¬ 
ing wnat he believes to be a measure of justice to the Carolina mill points?—A. 
That is right. The Mississippi line says, “If you reduce the cotton rates from Mis¬ 
sissippi to the Carolina mills to fit a new condition or demand up there, it will take 
business away from our lines; it will take business away not only from the Eastern 
spinners through Ohio River gateways, but more especially the dealers or factors at 
the port of New Orleans; and if you reduce, we will make corresponding reductions. 
We will have to put down the rates.” I can not see that all that is preventing a 
fair adjustment of rates or that that sort of friction is not a good thing for every¬ 
body. Would it be a good tiling to let them reduce the rates to the Carolina mills 
and let the New England factories be kept from handling it? It seems to me that 
the carriers, in looking after their own interests, are looking after the interests of the 
manufacturers on their own lines. 

Q. They are, on their own lines, but how about the other communities?—A. Is not 
that likely to bring about a relatively fair adjustment m the whole territory! Is 
not that healthy competition! 
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Q. It is. As I see the situation, except that each system, wishing to oorrect cer¬ 
tain abuses in its own territory, what it regards as evils, is prevented from correct¬ 
ing these by the inertia or competition of other roads; and conditions that may be 
iniquitous are perpetuated because of this palling and hauling between competing 
interests. When they all get together in one consolidation, or harmonize their interests, 
may they not readjust the entire matter?—A. Now, I know, you did not intend it, but 
it seems to me you put it in an extreme way when you say, with reference to the 
cotton rate to Carolina mills, that the proposition was advanced to cure any evil or 
what might be an iniquitous evil. It was not that at all, nor are there many such 
cases, I believe. I think that is putting it in an extreme way. I think this is a 
fairer way to state it: There was a general adjustment of rates in the territory, 
which included the cotton rates amt all other rates. It was not made haphazard, 
nor as a matter of caprice. It was made as a matter of judgment and arbitration, 
controversy and war. After so many years it has settled down into that condition, 
and it is very difficult to disturb it. If we voluntarily reduce Charleston, so as to 
make it the same as Norfolk, we ought to put down the other points I have mentioned. 
As to the cotton question, that is a new condition. The mills have multiplied so 
rapidly in the Carolina territory that they can not get sufficient home cotton to meet 
the demand. 

Q. (By Mr. Phillips.) Is it fair or equitable that Charleston and these other cities 
should pay a greater rate than Norfolk?—A. I think it is. 

Q. (By Mr. Ripley.) The distance is the same.—A. No; Charleston is farther from 
Chicago than Norfolk. 

Q. Not from Asheville.—A. No; but yon must take the short line every time. The 
roads that make the rates are the direct roads—the Norfolk ami Western, the Chesa- 
peakoaml Ohio, and the trunk lines—and they make them the same as Baltimore. 
Baltimore is a little under New York, as you know—11 cents, 1 believe. 

Q. The gist of this whole argument is to bring out, if possible, the degree to which 
the competition of competing carriers in any territory may prevent the correction of 
what each one of these carriers may concede to bo an injustice within its own terri¬ 
tory, and which it would correct if it could act alone.—A. It could act alone. 

q. That means war.—A. it may mean war, but some people in this country think 
that would bo the very best thing; that you should price your transportation rates 
as y, ou do coffee, and sugar. What was the effect on the cotton question ? The rates 
are lower than they were. There were two conflicting views and there was a 
compromise. The arbitrators told them to meet halfway, and the rati s were reduced. 
That is all healthy competition. 

Q. But l think you will find that the several parties to that arbitration still feel 
that if they had been left to act alone they could have granted a greater measuro of 
justice to iheir patrons.—A. Yes; but it might have been a great measure of injus¬ 
tice to somebody else. The former rates on cotton from Mississippi to Carolina mills 
were not unjust rates, and hence the reduced rates are not unjust. So I do not think 
you ought to say that the full measure of justice was not done. Probably those who 
differed in their views are not convinced, but they have accepted tho arbitration, so 
far as 1 know. 

Q. Come down to this case of Charleston again. The argument of Charleston is 
that, it is the same distauco from Chicago practically that Norfolk is.—A. Through 
Asheville? 

Q. Through Asheville; and consequently that it is entitled, perhaps, not to the same 
treatment that Norfolk is, but that at least it should not be subjected to a discrimina¬ 
tion amounting to the difference between 72 cents and $1.35. And they applied to 
the Interstate Commerce Commission some two years back, although the decision 
has not been rendered yet. If the equalization of those two rates would enable 
Charleston, as is claimed, to participate in some of the export business of raw prod¬ 
ucts from the West, who is going to finally decide that matter unless the Interstate 
Commerce Commission be given an extension of its power?—A. The courts finally 
decide it. 

Q. Do you see any objection to conceding to tho Interstate Commerce Commission 
the authority to pass upon such matters as a court?—A. I do not see how it can 
pass upon those questions, as it now does under its present functions, and then also 
be a court of iinal resort in addition to that. 

Q. (By Mr. Phillips.) Would it be best for tho decision to stand until reversed?— 
A. No; it is not right to assume that the railroads will do wrong, pending the final 
decision of the Charleston case, and to assume that the Interstate Commerce Com¬ 
mission will do right. I think it is better to let the roads go on as they have 
done, making their own rates subject to review by the courts. 

Q. (By Mr. Ripley.) If you go to a city like Charleston and see the grass glow¬ 
ing in the streets and business stagnant, you can not help feeling with them there 
should be some remedy.—A. Is there grass growing in the streets down there? 

Q. I saw plenty of it.—A. It is not on account of the freight rates. 

Q. (By Mr. Litchman.) Is not tho direct distance from Chicago to Norfolk less 
than the direct distance from Chicago to Charleston?—A. Considerably less. 
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Q. Ia not the freight rate to Norfolk made by the railroad or transportation lines 
of the shorter distance!—A. Yes. 

Q. Is not the rate on the route by way of Asheville fixed in a measure to compete 
with the rate made by the shorter line?—A. Not only in a measure but actually. 

Q. Then that is the secret of the condition, is it not?—A. Those are the conditions 
as to Norfolk. 

Q. (By Mr. Fahquhak.) Why should Chicago freight go by the Asheville route at 
all?—A. I do not know. 

Q. As a railroad man, why should it?—A. They do not handle enough to amount 
to anything, and I do not believe they make much money out of what they do haul. 
The Southern Kailway Company and some of its connections have a through lino, 
which they call the Asheville line, and they publish tariffs applying from St. Louis, 
Louisville, Cincinnati, Lexington, and Cairo, and they have put Chicago in. There 
may be a little money for them in the Chieago-Norfolk business, but I do not think 
there is much, and certainly not if they try to compete for the export business. 
But it is just like the case of a man who will keep certain articles whether he soils 
any or not. The Asheville line does not fix the rates at all. The rates are made the 
same as to Baltimore. That is the fixed basis. 

Charleston has gone ahead very little m the last census decade. Savannah, just 
below there, with the same rates, has gone ahead 25 per cent. Atlanta, an inland 
point, with higher rates than either Charleston, Norfolk, or Savannah, has gono ahead 
over 30 per cent. I think Atlanta has increased 37 per cent. That is a remarkable 
thing. I said recently that the longer I stayed in this business the more I am coming to 
believe that freight rates do not have much to do with the making or unmaking of 
a community. You can find many illustrations of that fact. Nashville, Tenn., has 
better freight rates thuu any other inland city in the South, better than Chatta¬ 
nooga, Birmingham, Knoxville, or any of those poiuts, and yet she has gone ahead 
only about 5 per cent. Atlauta had only about 55,000 in 1800 and Nashville 80,000, 
while Atlanta now has 89,000 and Nashville 81,000. Richmond, with undoubtedly 
favorable freight rates (not because the roads want to give it to her, but because 
her competition gives it to her), has gone ahead very slowly. Atlanta baB passed 
her in population. Now, right in the Atlanta group are the cities of Rome, Dalton, 
and Athens, and others that have gone backward, and yet they have precisely the 
Atlanta rates. Here is Danville, where they have felt so strongly about freight 
rates for some jears (they make the same complaint about Lynchburg that Charles¬ 
ton makes with reference to Norfolk), they have gone ahead about 40 per cent in 
population, whereas Lynchburg has lost a few hundred in population. Of ootirse, I 
do not argue that if you want a town to flourish like a green-hay tree you must put 
up freight rates, but it does look as though rates did not make much difference. 

Q. (By Mr. Litchman.) How far has the development of new industries tended to 
build up those places?—A. I do not know. Danville is a large manufacturing point 
aud has very successful cotton mills. Its backbone is its tobacco. Lynchburg is a 
good tobacco town. Danville pays higher rates on tobacco than Lynchburg does, 
and Danville people may very sincerely say that they would have doubled in popu¬ 
lation if it had not been for freight rates, but it does not seem to me that there is 
anything conclusive in freight rates. 

Q. Has not the marvelous development of industries in the South had an effect 
on the increase of the population?—A. Then why should Danville go ahead so 
rapidly and Lynchburg, just north aud having the same kind of trade, standstill? 

Q. They have no cotton manufacturing?—A. No; I do not think they have built 
any new cotton mills in Danville; but in Asheville they have no cotton mills and that 
has increased in population. 

Q. How far has the use of Asheville as a winter resort tended to increase it?—A. 
That would have increased it some. There may be good reasons why two twin cities 
like Charleston and Savannah, just a few miles apart, should differ so in their growth, 
one stand still and the other go forward 25 per cent. 

Q. (By Mr. Clakkk.) Have you studied the problem with reference to the chanc- 
ing character of the populations of those respective places?—A. No; but I would 
suppose, as between Lynchburg and Danville, in the same State, with the same sooial 
life and all that, and the same commodities constituting their principal business, it 
could not have been the character of the population that would hold one at a stand¬ 
still (and that the lower rate point) while the other should go ahead so rapidly. 

Q. Is it not a fact, as a general proposition, that the growth of towns depends 
largely upon certain enterprising men in those towns?—A. It might be facilitated 
by freight rates. In other words, if a road should set out deliberately to kill one 
town with freight rates aud hothouse process the other, it might be able to do it as 
against local wealt h aud energy. No one knows why Atlanta is as big a town as it 
is or why the capital seems to float in there. That city is conceded to-day to have 
more fine buildings than Louisville with 204,000 people. I am not trying to get in 
an advertisement for Atlanta, but it is the fact. 

Q. (By Mr. Ripley.) Your argument is the same as that of the little boy, '‘Father 
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is dead and mother is dead and I have got to hustle.”—A. It may be. Look how 
Chicago has gone ahead of St. Louis. We all remember the time when they were 
rivals. 

(Testimony closed.) 


Washington, D. C. ; May 8,1901. 

TESTIMONY OF MR. EDWARD P. WILSON, 

Secretary of various Ohio commercial organizations. 

The commission met at 10.43 a. in., Mr. Phillips presiding. At that time Mr. 
Edward P. Wilson was introduced as a witness, and, being first duly sworn, testified 
as follows: 

Q. (By Mr. RlPLKY.) Will you state your occupation, address, and previous expe¬ 
rience!—A. My residence is Cincinnati. I act as secretary for the National Associa¬ 
tion of Manufacturers, for the Cincinnati Board of Trade, Bureau of Transportation, 
the Manufacturers’ Club of Cincinnati, the Merchants and Manufacturers’ Association 
of Cincinnati, the Cincinnati League, and the Ohio Valley Improvement Association. 
I have been in this class of business since 1890. Prior to that time, from 1863 to 
1890, I was connected with the traffic bureau of different railroads. 

Q. You may state one or two of the important roads in order that we may see 
your interest and experience.—A. My first service was with the Louisville and Nash¬ 
ville Railroad, and, following that, with the Louisville, Cincinnati and Lexington, 
which is now a part of the Louisville and Nashville; following that, with the Cin¬ 
cinnati Southern; following that, with the Chicago and Northwestern. I left the 
Chicago and Northwestern in 1890. 

<^. You have had experience with a passenger business as well as freight?—A. 
Yes. 

Q. The first topic we might take up is the interest of Cincinnati in the trade of the 
South, and especially the relative adjustment of rates as between Western and East¬ 
ern trade centers.—A. Cincinnati has been for the last three-quarters of a century 
developing in growth and prosperity upon business with the South. She was one of 
the principal points of supply and distribution to the South duriug the old days when 
the steamers carried the goods to all points south from Cincinnati and distributed via 
river aud bayou throughout the South. They carried her goods there on as good 
terms as they could be carried from any distributing centei m the world; and con¬ 
sequently Cincinnati gained a prestige in Southern business that she has never lost. 
But the revolution which was brought about after the civil war by the construc¬ 
tion of railway lines into the South, and by improved service in transportation by 
rail, of all goods, threatened to take from Cincinnati her prestige as a distributing 
center by reason of better facilities being awarded to rival cities in the nature of 
railway development. The Louisville and Nashville Railroad was the first impor¬ 
tant railroad built from the Ohio River into the South, and as it formed its connec¬ 
tions through the South, naturally Louisville was brought into prominence as a 
distributing center and threatened somewhat to rival Cincinnati. 

The fact that communication from Cincinnati to Louisville was for a long time 
only by river, aud after that by an independent line of railroad, placed Cincinnati 
at a disadvantage in regard to rates of distribution. This caused a demonstration 
of strength and power in the construction of her own railroad at an immense expenso. 
At her own expense she built a railroad to Chattanooga, which was considered the 
most important strategic point south of Cincinnati for distribntion. Since that road 
has been opened and its facilities thoroughly decided tho position of Cincinnati aud 
her relative position to rates in the South has beon very largely improved, but by 
certain influences that I will explain later it has never been what the people of 
Cincinnati consider themselves entitled to by reason of their geographic position 
and the rail construction. 

About 1879 competition for Southern business was exceedingly brisk, both from 
the Eustern seaboard and from Western centers like Chicago, Cincinnati, St. Louis, 
and Louisville. The railroads were independently handlea and managed, and com¬ 
petition was vory brisk and threatened to destroy them all. This condition naturally 
brought about a disposition to agree on something, aud in the final round-up tho 
agreement was made to divide business and maintain rates and to give to the Eastern 
cities practical control of the trade in manufactured miscellaneous articles which 
had their practical origiu at that time omthe Eastern seaboard, and to give to the 
roads leading south from the Ohio River a good rate and good trade in what were 
then known as the peculiar products of the West—packing-house products, grain, 
aud its produots, and the indirect products in the shape of whisky and beer, etc. 
Those were practically the staples in which those oities had their advantages. In 
addition to that there was a considerable shipping trade, which was more or less 
affected by this agreement. 


16a-44 
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The result of the agreement was to make rates of freight from the Ohio River 
points about what the roads pleased on the heavy products, but to maintain high 
rates on the miscellaneous industrial products auu to protect the Eastern shippers 
in the eujoyment of that trade with tne South, their output being transported by 
ocean to the Eastern seacoast and distributed inland by the very excellent system of 
railroads that even then existed. Jt will probably be remembered that Georgia had 
more railroads than any other State in the United States before the war, and the East¬ 
ern seaboard had excellent facilities, consequently, for hauling the trade in miscel¬ 
laneous articles. 

Now tho development of commerco and the development of the country and of 
agricultural products naturally has been westward, and manufactures of all classes 
have gone westward until the line of the Mississippi River is hardly tho boundary 
line of the manufacturing district now, whereas the Allegheny Mountains were the 
boundary lino before. All of that territory between the Allegheny Mountains and 
the Mississippi River is growing into a manufacturing district, and every diversified 
product of human industry is produced there and offered for sale to the South. 
There is scarcely an article on which the rates are not higher proportionately to the 
consuming section than from New York and New England, and many of our manu¬ 
facturers have been driven to maintain warehouses in Boston and New York for 
distribution to the South. 

Q. You mean they ship to the warehouses and distribute from therof—A. Yes. 
There aro certain articles stored in New York and distributed by ocean and rail to 
the South that might he sent from tho factory direct if the rates were not against 
them. 

That is probably an extreme statement of the case, hut, to illustrate, I would like 
the privilege of reading a statement that was made in 1802 to the Interstate Com¬ 
merce Commission, and which was practically true of business for the 12 years pre¬ 
vious to that, and practically true for the business since, for thore has beon no 
material change in the principle. Atlanta, for example, is a very important distrib¬ 
uting point South. I have a table beforo me prepared then showing tho distances 
from Cincinnati and Now York to Atlanta, the comparative ratos, and comparative 
percentage. Cincinnati is 475 miles from Atlanta and Now York is 876 miles from 
Atlanta by rail. The distance from Cincinnati is 54 per cent of tho distance from 
New York, but tho first-class rate from Cincinnati is 91 per cent of the New York 
rate; the second-class rate is 94 per cent of tho New York rate, as is also the third- 
class rate. Coming down into the lower classes, one is 69 per cent, but that is on 
one of the articles on which wo uso the privilege of Western product rates. This 
illustrates what we regard as a solecism in tho making of ratos. Why first-class 
and second-class articles of manufactured products, which are as indigenous to 
Ohio as they aro to New England, should now be 94 per cent of the New York rate, 
when flour, which is now being produced more largely in tho Northwest and has 
almost left tho Cincinnati district, is carried for 69 per cent, we do not see. This 
condition is found very marked at some of the other Southern points. For instance, 
the distance from Cincinnati to Meridian is 55 per cent of the distauce from New 
York to Meridian and the first-class rate is 107 per cent of tho New York rate. 

Q. You refer to Meridian, Miss.—A. Yes. I have only selected a few figures from 
this statement, hut it is analyzed and presented to the Interstate Commerce Com¬ 
mission in 1892 with this statement. (Reading:) 

“The burden of this Complaint lies against the relation which exists between the 
current rates of freight ou manufactured articles and merchandise from Eastern Sea¬ 
board Territory to Southern Territory, aud the current rates of freight exacted upon 
light commodities when shipped from Central Territory to the South, and against 
the unfair basis of the general construction of the tariffs under consideration, whereby 
the rates charged for transportation of commodities classified under ‘Numbered 
Classes’ bear a much higher percentage relation to the rates from New York than do 
the rates on commodities enumerated under the ‘ Lettered Classes.’ 

“Complainants allege that this improper relation, between ratos as above set 
forth, which has the effect of restraining and impeding the growth of productive 
industries in Central Territory aud encouraging and promoting similar industries 
in Eastern Seaboard Territory, is the direct result of an agreomont established by 
convention between the officers of defendants abovo described, whereby, in order 
to secure stability in rates of freight and to prevent competition between the lines lead¬ 
ing, respectively, from the Eastern Seaboard and Central Territory to the South, it 
was decided to secure to the Eastern Lines and Eastern Territory the traffic in mer¬ 
chandise and manufactured articles and to the Western Territory the traffio in food 
products and similar heavy commodities. 

“The complainant submits that a compact as abovo recited was made during 
1879, and that the principles then agreed to still govern the construction of rates, 
notwithstanding the changes in trade conditions and the development of transpor¬ 
tation facilities which have taken place during the interim.” 

That is the burden of tho complaint presented in 1892. That complaint was 
decided upon by tho Interstate Commerce Commission May 29, 1894. From their 
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syllabus I will quote [reading]: “ It is ordered and adjudged, that the above- 
named defendants, and each of them, engaged or participating in the transportation 
of freight articles enumerated in the Southern Railway and Steamship Association 
Classification as articles of the first, second, third, fourth, fifth, or sixth class, do, 
from and after the 10th day of July, 1894.” * * * Then follows a tablo specifying 
the maximum rates to be charged, being a practical reduction of about 40 per cent 
from the tariff that was complained against. This is the deliberate judgment of the 
Interstate Commerce Commission and was carried to the United States court, but the 
case has never been decided upon its merits. The only point that has been reached— 
and that Is the sticking point in this case—is the decision of the Supreme Court that 
the Interstate Commerce Commission had no right to naraoany rates; in other words, 
that there was nonjurisdiction. Nothing was said about the merits of our case. 
Hence I submit this statement as my testimony sustaining and supporting the fact 
that there is a malformation of the tariffs from our Territory to the .South, as com¬ 
pared with the tariffs obtained from the Eastern Territory to the South. 

Q. Do we understand the contention of Cincinnati, then, to bo that in 1879 a vir¬ 
tual agreement was made by the roads operating in the South that rates should be 
so adjusted that the Easteru centers should have a monopoly of manufactures in the 
South, whereas the Western centers should have the market for the packing-house' 
products and grain products from the West; and since that time conditions have 
changed so that manufactures have now moved westward and that the West demands 
entrance on equal terms for her manufactures into this Southern territory ?—A. That 
is right. 

Was this original agreement in the nature of a formal contract, so far as you 
knowf—A. The record of this case that 1 have quoted from will support the state¬ 
ment that the agreement was partly formal and partly informal—the record of the 
Southern Railway and Steamship Association introduced m evidence boforethc com¬ 
mission. The written contracts are a part of tlio recoid, and the inference is a part 
of the record. The proceedings of the Soul horn Railway and Steamship Association 
have been printed and submitted as evidence before the commission. The conten¬ 
tion was supported by the evidence. 

Q. And although the case was presented in 1892, any readjustment in favor of the 
West has up to this time been denied?—A. A general readjustment has been denied, 
and there are only spasmodic instances of relief in specific cases, and l am not able 
to go into the details of that. 

Q. Is there not some justification for lower rates on all classes of commodities from 
Eastern centers by virtue of the existence of cheap water transportation to Savannah, 
Brunswick, Mobile, and Now Orleans?—A. Cotton is very compact, ami there is not 
very much competition there. Of course that is the excuse, hut they were controlled 
in their rates by agreement, and it is rather an excuse than a fact. 

Q. Do we understand, then, that there is no real competition between the Eastern 
coastwise steamship lines and the railroads?—A. Less than it. is represented to be; 

I will not say none. It is less fieree than the testimony of the officers would lend 
you to suppose. 

Q. Are you aware of any friendly interest, through ownership or contract, in the 
steamship lines by the railroads?—A. When this compact was made the Central 
Railroad of Georgia owned the Ocean Steamship Company. It was its own line and 
it controlled it as absolutely as it did its railway lin^s, and there were cloBe agree¬ 
ments with the other lines; so the membersof the Southern Railway and Steamship 
Association had very little competition in fact. When the matter was brought 
before the commission the testimony of the officers generally referred to tramp 
steamers, and practical men know the competition o! tramp steamers for regular 
trade is not very severe. It is more for specialities. 

Q. Is there not water transportation down the Ohio and Mississippi to NewOrloans 
and other river points to meet this water competition by ocean from Eastern cen¬ 
ters?—A. That water transportation is recognized very much to the disturbance of 
trade relations at all river points. The rates down the Mississippi to New Orleans 
and all river points to Mobile, Pensacola, and other points that are claimed to be 
ocean points are very much less than the rates to the interior. The rates to Atlanta, 
for example, and rates related to Atlanta are very much higher than the rates to New 
Orleans and Mobile. Selma, where our rates are 104 per cent of the New York rate 
to Selma, as against 55 per cent of the distance, is excluded on the basis that there 
is water competition by way of Mobile from New York. 

Q. Are you aware of any further agreement between the several lines operating in 
the South as to a division of business between Eastern and Western centers?—A. 
There were a number of agreements on that question made, but they were prac¬ 
tically abandoned, as far as records are concerned, with the enactment of the pooling 
clause of the interstate-commerce law. So there has been no recorded agreement to 
that eftect. It has simply been a practice. 

Q. But the practice is as effective?—A. The practice is effective in keeping up 
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those rates. The published rates have been better maintained into the South than 
any other territory of the United States in the last 20 years. 

I find in a circular entitled “ Division of Territory South of the Ohio River” the 
following clause, which is called “Territorial apportionment of traffic between East¬ 
ern and Western lines:” 

“(1) Western lines shall not make joint rates on traffic passing between points 
east of Buffalo-Rittsburg /.one and points east of a line drawn from Chattanooga, 
Tenn., through Birmingham, Selma, and Montgomery, Ala., to Pensacola, Fla. 

“(2) Eastern lines shall not make joint rates on traffic between points west of 
Butfalo-Pittsbing zone and points on or west of a line drawn from Chattanooga, 
Tenn., through Atbous, Augusta, and Macon, (la., to Livcoak, Fla.: Provided, how¬ 
ever, That the Norfolk and Western Railway may participate in traffic via Kenova 
at the rates established by the association between points in the territory on and 
east of its line from Columbus, Ohio, to Kenova, W. Va., and on and south of the 
line of the Pittsburg, Cincinnati, Chicago and St. Louis Railway, Columbus, Ohio, 
to Steubenville, Ohio, and points on and cast of the Chattanooga-Montgomery- 
Pensacola line as defined in paragraph (1).” 

Q. That would appear to be a still further division of this territory in the nature of 
a traffic agreementf—A. 1 doubt whether it is supported by any traffic agreement, 
but is a declaration of policy. That is about correct. I believe it corresponds with 
the practice at the present time. 

You criticise that policy f—A. That is a practice in restraint of trade. It 
deprives the purchaser as well as the seller of the absoluto freedom that ought to 
exist bet.weon those two parties. 

Q. The lecision which was rendered by the Interstate Commerce Commission in 
this particular case was of no effect, you say?—A. Of no effect. 

0. (By Mr. Faikjuiiar. ) Was the decision based on nonjurisdictiou?—A. It has 
not been decided, except for that decision of nonjurisdictiou in the making of rates. 

Q. Have there been other decisions of that character? Is it violating a line of 
precedents ?—A. That was the pioneer decision on the rate question. That has been 
the center around which the eontlict has raged ever since. 

(J. Then, wherein is there any remedy by appeal to tho Interstate Commerce Com¬ 
mission?—A. There is no remedy practically. The Interstate Commerce Commis¬ 
sion can develop the facts and may announce its opinion for the education of tho 
public; but its opinion has no legal standing, as I understand it—no vital force. It 
is simply a finding. 

Q. This case went before tho commission in 1892 and was docided by it in 1894?— 
A. Yes. 

Q. Ami you have no deoisiou of this particular case from the Supreme Court?—A. 
Nothing hut the partial decision on one point. The case rests in the courts ready to 
be taken up at any time on the other pleadings. 

(J. (By Mr. Clarke.) Have your people over brought any new complaint before 
the Interstate Commerce Commission?—A. No: not any people that I represent. 
There have been complaints from that region of country, though very few; lean 
not recall any now. 

Q. Why would it not bo of advantage to complain that the rates made are unrea¬ 
sonable and in restraint of trade, and get a recommendation, if possible, from the 
Interstate Commerce Commission to that effect, recommending the roads to change 
their rates?—A. That ground hns already been traversed and defined by this record, 
and there has been a positive order of tho commission directing tho change, but the 
change lias never been made. The courts, under the law, must intervene to order 
that change to be made, ami they have not done so. It is hardly worth while to go 
at it again, and in fact our peoplo are so thoroughly discouraged that I would not 
like to ask them to put up the money again. 

Q. I understand you to say that the decision of the court was they had no right 
to prescribe rates. That did not go to the extent, did it, that they had no right to 
recommend a change of rate?—A. Well, there is a distinction that I peroeivo, but it 
has not been a consideration that would prompt our people to come to the front and 
try to use that agency any more for their protection. If a positive order, which the 
law allows this commission to make, is of no effect, where would its recommenda¬ 
tion have any virtue? We havo the moral support of the facts and of the comrais* 
sion in this record to fall back on now. We can quote from it any time. Our posi¬ 
tion is clearly recognized by that commission now. To reinstate the pleadings in 
order to modify the act of the commission from an order to a recommendation would 
be all the efleot the further proceeding would be, would it not ? 

Q. Is it not within your knowledge that most of the railroad commissions in the 
country have only a power to recommend, and that their recommendations are gen¬ 
erally observed by theradroad companies?—A. I believe that the railroad companies 
are more sensitive to tho opinions of any other commission than to those of the 
Interstate Commerce Commission. It lias been my observation that the State com¬ 
missions within thoir jurisdiction have more respect paid to their decisions by the 
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railroads than the railroad systems of the United States have ovei paid lo the deci¬ 
sions of the Interstate Comnierco Commission. 

Q. Is it a fact, then, that since the decision of the court the complainants have 
practically abandoned the casef—A. No; they have rested upon their rights. They 
have not withdrawn it from the court nor in any way abandoned it. The lawyers 
still have the matter in hand, but have not seen a good opportunity to take it up. 

If yon will pardon me for the digression, I want to correct a statement I made a 
moment ago. I said I did not remember any complaint made since. I recollect that 
there is a very important complaint pending before the commission, which originated 
in Cincinnati, and which I had forgotten. 

Q. What was the principal ground of appeal by the railroads to the court in your 
case?—A. The only point they made was that, there was no jurisdiction. 

Q. No jurisdiction to fix rates?—A. No right to name rates. Here was an order 
to make certain rales. The railroad companies concentrated thoir fight on tho non¬ 
jurisdiction and Iho lack of power to name the rate, and all t ho light has been cen¬ 
tered around that point. 

Q. Do you not think it would at loastboof moral advantage to tho complainants to 
have a recommendation from tho Interstate Commerce Commission that tho rates be 
reduced?—A. Well, I would not say that it would bo of any advantage. Our peo¬ 
ple have simply been so paralyzed by the failure to get any good out ol'the stronger 
document that they have not considered it worth while to go ahead for a weaker 
one. 

Q. They sought a remedy which the court has said could not be granted by the 
particular tribunal to which the complaint was made ?—A. Yes. 

Q. That tribunal continues to make recommendations in otliei eases, does it 
not?—A. Ob, yes. We are quite willing other people should make history; wo have 
made our little bit of history. 

Q. (By Mr. IMlll.urs.) Can you give any reason vhy tho lailroads pay more heed 
to the decisions of tho Stato boards than they do to the national boards !— A. There is 
a smaller volume of business, probably, all'ected by the purely local State boards, 
and then there is a closer intimacy between the management of railroads and tlie 
State boards. A sort of everyday, neighborly relation obtains The managers of 
the railroads are very well acquainted with all tho commissioners along the, lines of 
the roads in the various States. Their work in Iho States comes very near to corre¬ 
sponding with the wishes of those commissions. It nlla,\ s dissatisfaction, although 
they have had some pretty tierce discussion. 

Q. Do they not fear adverse legislation from the States more than thoy do from 
Congress?—A. That is speculative. Possibly that may be true. 

Q. (By Mr. C. J. Haukis.) Is it not a good deal of a fact, that the State iailroad 
commissions in many instances have the definite power to change and regulato 
rates?—A. That is my impression. I am not technically familiar with all the State 
laws, hilt it is my impression that that power exists in some, of the States. 

Q. (By Mr. Riplky.) The railroads have defended thoir action in most cases in 
making rates by saying that a reduction of rates in the interest of shippers would 
follow from what they call enlightened self-interest. Applying that to this particu¬ 
lar caso, does there seem to bo any prospect of opening a way into tho South from 
Western manufacturing centers by the voluntary action of the roads ?—A. I believe 
that will have some inlluenco, as intelligence works its way through the brains of 
the railroad men. 

Q. Is there not, however, a certain obstacle toward action in that way by a single 
road because of tlieso several agreements which oxist between all tho roads operat¬ 
ing in that territory, so that no ono of them will take any action until it has been 
agreed to by the others?—A. Well, it is customary to take joint action, and it is 
very difficult to secure joint action that involves any particular change looking to 
the reduction of rates unless it carries some decided advantage to the carrier with 
it. It is hardly worth while to go before these boards, or commissioners, or commit- 
toes, with any change unless yon can establish a feature of advantage to all tho 
railroads. 

Q. For instance, is it within the power of the Louisville and Nashville or the 
Queen and Crescent route to reduce rates from Cincinnati and Louisville into the 
Southern territory ?—A. They have the power, but they do not consider it expedi¬ 
ent. They naturally fear the consequences of independent action, because they all 
admit the necessity of acting together. That is the mistake with a number of indi¬ 
vidual officers. Tho officers of individual lines have recognized the unfairness of 
this adjustment, on evidence before the Interstate Commerce Commission. They 
recognized the unfairness of this adjustment, but said they did not dare to disturb it 
lest they would precipitate a rate war. That is their excuse for not doing justice— 
that their other interests would threaten their revenues in other directions if they 
did what they considered to bo common justice in this particular regard. 

Q. Is this, then, the situation, as far as'the railroads are concerned-that the lines 
into the South from Western oenters hesitate to grant what they might consider to 
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be in their own interest by reason of the opposition of the lines in the South on the 
eastern half of the Southern territory ?—A. That is probably the controlling 
influence. 

Q. Is it not true, on the other hand, that some of the lines into the South—into 
the eastern half of this territory—are hampered in granting certain reductions which 
they might otherwise make by virtue of the opposition of the roads into the South 
from the West?—A. Yes; each one follows the other when they do not want to do it. 

Q. The point I would like to bring before you and ask you to discuss, then, is 
whether this balance of interest as between Eastern and Western roads does not 
prevent substantial justico by any one of them?—A. That is practically the effcctof 
the situation. 

Q. Is it a situation peculiar to that part of the United States?—A. I think it is— 
I believe it is. I do not know of any glaring instances of injustice maintained by 
any system of railroads that begins to compare with this system of unjust tariff 
from the Ohio River to the interior Soldi, and 1 do not know of any case where the 
complaint has been clearly defined and supported, and has been so conspicuously 
ignored, as it has in this territory; and I attribute it to the fact that there are a 
very low dominant interests governing the transportation of the South, and that the 
dominant interests are pretty close together in their determination to protect each 
other in order to protect themselves; that is, I have reason to believe that a few 
prominent capitalists own the larger proportion of the stock in all of these organi¬ 
zations that do business in the South, both steamboats and railroads, and that they 
have agreod, not in writing probably, but practically among themselves, that they 
won’t hurt each othor. 

Q. Do you see any tendencies at work in the nature of actual consolidations or 
leases, or reported unanimity of control, which promise any relief? In other words, 
will the consolidation of those roads still further enable the conflicting interests— 
the Eastern aud Western lines into the South—to he reconciled?—A. Yes; I believe 
it will. As to whether it will result in relieving these specific difficulties or not I 
am unable to express an opinion, hut the conflict of interests will bo minimized in 
the near future by combination. 

Q. Has Louisviilo been a party to the complaints before the Interstate Commerce 
Commission?—A. No. 

Q. Are there any other points along the river that have taken issue with Cincin¬ 
nati?—A. With this construction of rates, you mean? 

Q. Yes. A. Roth Louisville and St. Louis were offered an opportunity. They were 
afraid of their local roads, afraid lo enter into any combination. Chicago and Cin¬ 
cinnati canic together and employed counsel, but the people who had Lnat sort of 
business in charge in Louisville and St. Louis asked to be oxcused, saying that they 
were too closely in the power of their local roads to take an antagonistic position of 
that kind. 

Q. Chicago, however, did join issue with Cincinnati?—A. Chicago joined with 
Cincinnati. 

Q. Did there seem to he any tendency on the part of Louisville and St. Louis to 
stand together as opposed to Chicago and Cincinnati?—A. I think they lacked 
cohesion, they lacked organization. The shippers at these points into the South did 
not organize or do anything iu one way or the other. 

Q. Does Louisville have any particular advantage over Cincinnati by reason of 
the adjustment of tariff on the Louisville and Nashville Railroad as against Cincin¬ 
nati?—A. That fact is constantly asserted by shippers, but they have never been 
able to prove it with sufficient clearness to make a complaint. 

Q. Is there a feeling on the part of shippers that Nashville also enjoys peculiar 
advantages in the distributive jobbing business as against Cincinnati?—A. It is 
known that Nashville is the recipient of a great many favors not accorded to any other 
inland city. It is not a matter of very great significance, hut certain trades are so 
affected by it that they have established their warehouses in Nashville rather than 
fight it. I know some pretty large manufacturers who have warehouses in Nash¬ 
ville, and everybody gets tho benefit of those preferences. 

Q. (By Mr. Farquiiau.) Is there not a reason why Nashville should receive the 
discriminations on account of both the rail and water rates?—A. That is the reason. 

Q. (By Mr. Ripley.) Was not the Cincinnati Southern road built by the city of 
Cincinnati as a public enterprise?—A. Yes. 

Q. And for what reason?—A. To bring Cincinnati into strategic touch with the 
South, independent of the passage through Louisville. 

Q. Is there not a proposition pending for the lease of this Cincinnati Southern 
Railroad to the Southern system?—A. No. 

Q. Or is there not a proposition for purchase?—A. No. 

Q. Is there not a proposition of some kind now pending with a view to the absorp¬ 
tion of this line, or of a part of that line leading from Cincinnati to some miles 
South?—A. No. There is a proposition to extend the lease of,the Cincinnati South¬ 
ern Railroad, which is now held by an independent organization known as the C., N. 
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0. and T. 1\ Railroad Company, a corporation organized under the laws of Ohio 
for the purpose of leasing that road, and the proposition is to extend that lease for 
65 years. That proposition is being very favorably considered by the majority of 
people in interest. It is a mistake to think that that is the act of the Southern 
Railway or necessarily involves absorption by the Southern Railway. Unless some¬ 
thing more definite is developed than has yet been made of record, the relations ot 
the Cincinnati Southern Railway will not be changed by this extension of the lease 
from what they are now. The C., N. 0. and T. P. Railway has had control of the 
road for 20 years, and the extension of it for 65 years to the same company under 
modified terms is all that is practically or officially developed. The impression is 
industriously circulated in Cincinnati and elsewhere that the outcome of this will 
be the control of the road by the Southern Railway system. If that could lie assured 
to the people of Cincinnati, I think thero would be very little difficulty in securing 
the extension; but that fact is very carefully guarded in all negotiations. Mr. 
Spencer is president of the Southern Railway, and also president of the C., N. 0. and 
T. P. Railway. The trustees of the property have never received a proposition from 
Mr. Spencer as president of the Southern Railway. Everything he has offered has 
been as president of the C., N. 0. and T. P. Railway. Now, that distinction is quite 
clear, quite practical, quite confined, and yet it does not exist in the minds of half 
the intelligent people of this country who consider tho subject. 

Q. (By Mr. C. J. Harris.) What is the C., N. 0. and T. P. Railway ?—A. Cincin¬ 
nati, New Orleans and Texas Pacific Railway Company, a corporation under the laws 
of Ohio. The majority of its stock, nearly 80 per cent, is held by the Southwestern 
Investment Security Company. That is a company organized under the laws of New 
Jersey to trade in Southern securities. Now, then, the stock of that Southern Security 
Company in turn is owned partly by a syndicate known as tlieC., H. and 1». syndicate; 
partly by tho syndicate known as tho Alabama Croat Southern Junction Railway 
Company, Limited, which is a London company; partly by the New Orleans and 
Northeastern, or lines that are known as the Flower lines. 

Q. (By Mr. Ripley.) Would you mind indicating on the map where it runs!— A. 
There are no maps. It is on paper. The Southw estern Security Company was organ¬ 
ized by Ferdinand Ward and was one of the enoimous companies organized to specu¬ 
late in general securities, buy and sell, and they have gotten into their treasury about 
75 or 80 per cent of the stock of the C., N. O. and T. 1*. Ry. Co., and have hypothe¬ 
cated it to secure an issue of bonds. The Southern Railway owns a majority of the 
stock of the Southwestern Security Company, and the Southwestern Security Com¬ 
pany controls tho C., N. 0. and T. P. Through that instrumentality the Southern 
has dominant infineuco in tlio councils of the C., N. 0. and T. P. Ry. Co. It dictates 
its policy without being responsible for its debts or its transactions. 

Q. (By Mr. Farquiiah.) How much monoy did the city of Cincinnati put into this 
road?—A. Tho original sum was eighteen million six hundred and some odd thou¬ 
sand dollars, and they have borrowed money to pay deficiencies in interest. There 
were eighteen million six hundred and some odd thousand dollars of city bonds 
issued, and the pioceeds of those bonds was put into the road. The city has been 
carrying those bonds, the road has been paying a part of the interest, and the city 
the rest, so that the road stands tho city an outlay of a bout $30,000,000 cash, while its 
income is i rental of $1,000,000 a year. If the bonds which are about to expire can 
be lefunded at current rates of interest the city, instead of having a deficiency in its 
income, will 1 avo a surplus. Hence a great many of the citizens of Cincinnati are 
very much in favor of perpetuating this lease on practically little better termB than 
they have to-day for 65 years, because their old issue of bonds will expire within 
a few years s They can borrow money at a little less than 3 per cent right here, 
and have an income from the road, and if it is leased I think tho lease will be 
extended on those forms, on account of the excellent financial condition in which 
it will leave the city. 

Q. Suppose that the road is leased, then, for the 65 years, what opportunities of 
absorption by the Southern system or any other system is there?—A. There is a 
clause in the proposed lease which is said to look to this absorption by the Southern 
road. It reads, “ The right to sublet this property to any other than the Southern 
railway is denied.” It is not a positive right to sublet to tlie Southern railway, but 
there is a limitation in the lease preventing their transferring the lease to any other 
road. 

Q. But the subletting relates entirely to the mileage?—A. That is all. 

Q. It does not relate to the ownership of the bonded condition at all?—A. The 
ownership will never be absorbed. The city of Cincinnati will never sell that road. 
The absolute ownership will probably never be changed, within the terms of this 
lease, at least. 

Q. (By Mr. Ripley.) Will that absolute ownership, however, amount to any¬ 
thing!—A. You understand that I think that it won’t sell. Of course we can’t tell 
what it will decide to do in 40 or 50 years. PoBsibly legislation in Ohio, Kentuoky, 
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and Tennessee will allow the city of Cincinnati to pass the title of the property to 
anybody whom it may choose, but it would he subject to these laws. The main 
thing to be accomplished to-day is to lease the property upon a long rental and give 
the city an income. 

Q. You say in that lease there is only the clause of subletting, which seems to 
indicate the possibility of selling the system?—A. Yes; that is the interpretation 
that the hopeful put on it. It opens the door for the Southern Railway ultimately 
to absorb the control of the management of that road.' 

Q. On tho basis of earnings, so far as you know them, would the terms of this 
lease seem to be favorable to the future of the road?—A. Very. 

Q. As well as to the city?—A. Yes. 

Q. Are there any clauses in that lease which guarantee to Cincinnati favorable 
treatment?—A. The lighting to-day is over that clause, how to express it, how to 
get it in there. There is a clause in the present lease which is very general, so 
general that it is insignificant and has been ignored, in which it is said that the 
lessee company shall not, under any circumstances, discriminate against the citi¬ 
zens of Cincinnati, or Kentucky, or Tennessee, but that is all it says. There is no 
penalty provided to secure its enforcement, ana it is so general that it has amounted 
to nothing. Now in renewing or extending the lease the shippers are interested in 
having some declaration of policy, and are quite anxious to nave the lessee declare 
and enforce a policy of protection according to their geographical situation and 
rights. They endeavored to insert a clause in this lease, and there the fight is going 
on just now. There are organizations in Cincinnati that will oppose the confirma¬ 
tion of the lease unless that clause is made very definite. There are a great many 
other interests in Cincinnati which believe that the numerous advantages that 
obtain from the lease are sufficient without forcing that, and therefore Cincinnati 
is not a unit in determining what will happen. 

Q. The Southern road has been one of those against which Cincinnati has com¬ 
plained?—A. Yes. 

Q. In this case before the Interstate Commerce Commission?—A. Yes; the Cin¬ 
cinnati Southern Railroad having been leased to foreign control has been controlled 
by the policy that has ignored the territorial advantage that Cincinnati claims she 
should have through its construction. We are powerless to affect the situation with¬ 
out going into a rate war with other roads that would be fatal, and there the 
controversy has begun and ended time and again. 

Q. Now, suppose all those roads of the South whose opposition to one another pre¬ 
vents an equitablo adjustment into the South from Eastern and Western centers 
came together into a singlo consolidation, or were owned by the same persons, would 
there or would there not be a greater possibility of eliminating rate wars and of 
adjusting the rates in every direction than there is now?—A. That could be made 
possible, naturally, by absolute control. The doing, of right, would be within reach 
and there would be no excuse, growing out of the competition of others, to offer. 
But then comes the old question again. The securing of equitable rates for Cincinnati 
depends on investment by the railway interests. The Southern is controlled in 
Cincinnati by other interests which are dependent upon the prosperity of the 
Eastern territory for their income. 

Q. Have you any knowledge other than the press reports of a possible absorp¬ 
tion of the Louisville and Nashville by the Pennsylvania Railroad Company?—A. 
None whatever. 

Q. What would be the effect of such an absorption, either by lease or purchase, 
upon the interest of Cincinnati ?—A. I do not feel able to answer that question. I 
do not apprehend any particular change one way or the other. We have the Penn¬ 
sylvania Railroad interests all around us in Cincinnati and they are quite acceptable, 
and we have the influence of the Louisville and Nashville Railroad in the other 
direction. Their interests in Cincinnati are growing constantly, so that their ser¬ 
vice is being improved and, aside from their blindness to our rights in the way of 
relative adjustment, they are a very favorable adjunct to Cincinnati commercial 
prosperity. A consolidation of those two great systems, therefore, with the aver¬ 
age intelligence that controls them both, should not cause any great degree of alarm, 
in my opinion. 

Q. Have you any knowledge of any negotiations leading to the connection by 
lease or pnrehase or common control of the Southern Railway with tho Cincinnati, 
Hamilton and Dayton, or other roads leading from the Ohio gateways north to 
Chicago?—A. None whatever. 

Q. You mentioned sometime ago the adjustment of rates from St. Louis into the 
Southern States as compared with Cincinnati. Is there any ground of complaint 
there t—A. There has been very serious complaint by tho shippers of grain from 
Cincinnati against the policy adopted in St. Louis, and from St. Louis to the South, 
whereby competition by way of Memphis from the grain fields of the West is made 
through St. Louis, but is not made through Cincinnati. For example, for a time the 
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rate applied from St. Louis to Southern territory on business coming from the Kan¬ 
sas grain fields in competition with the Kansas City, Memphis and Birmingham road 
was only 1 cent higher than the rate from Cincinnati and the roads from St. Louis to 
Cincinnati asked 7 cents for bringing grain from St. Louis to Cincinnati. The roads 
South would have been compelled to cut their rates about 5 cents a hundred pounds 
in order to equalize totals. This they refused to do, and that had the effect of erecting 
a barrier against the passage of any grain from points west or north of Cincinnati 
through Cincinnati, and the South gave the market to St. Louis and Western mer¬ 
chants. 

Q. Is there any remedy available ?—A. The only remody is the consent of the 
roads to adopt in their practice tho ordinary practice of longer-lines, that of making 
the totals between any two points the same, and distributing them among them¬ 
selves as they may deem equitable and just. 

Q. In this caso, as in the other that you mentioned, would the shippers of Cincin¬ 
nati, do you think, be inclined to resort to a tribunal which had full power to pre¬ 
scribe or to regulate rates in such cases?—A. I would not advise them to—could not 
advise them to. 

Q. Have you knowledge of any other complaints which would bo laid before such 
tribunal if its powers were full and complotef—A. Not at this moment. There is no 
telling what might develop if the tribunal existed. 

Q. (By Mr. Farquhar.) You said in your testimony that natural advantages pos¬ 
sessed by one business center might have to be measurably sacrificed in making up 
those railroad rates for a section for the benefit of a place with less natural advan¬ 
tages. Do you think there is any equity in that?—A. I think you misunderstand 
what I Baid. Each locality competing with others in a common market is entitled 
to reasonable and just rates at the hands of the carriers serving it, and to tho ben¬ 
efit of all its natural advantages, ami no departure from the rule requiring rates in 
all cases to be reasonable in themselves can be justified on tho ground that it is nec¬ 
essary in order to maintain existing trade relations, or “to protect competing mar¬ 
kets, or to “equalize commercial conditions,” or to socuro to carriers traffic from 
certain territory assumed to be exclusively theirs. 

Q. What is your notion as a railroad man in respect to a proposition of that kind?— 
A. When I was a railroad man I studied the immediate interest of railroads. If you 
could get a thing through it was all right. 

A. Was the policy of the Louisville and Nashville at that time to the advantage 
of Nashville or other places and to the disadvantage of any places just as good on 
that line in cases where your directors had no interest in the landed property ?—A. 

I do not think that I am quite prepared to deal intelligently with that proposition. 
That is a matter of ancient history. Wo were very crude railroad men in those days. 

Q. Is it not pretty generally known that the system in the South has tended to 
build up sectionalism there? That is, were not geographic zones of influence built 
up to the advantage of certain great corporations?—A. There has been too much 
paternalism practiced by the railroads. I do not think the railroads have got any 
right to assume paternal functions over any city, locality, or individual. That is 
the basis of tho Interstate Commerce Commission and the spirit of it. It was to 
break down practices of that kind that that law was brought into existence. Those 
practices prevail to a greater extent, maybe, in the far West than they do in the 
South. 

Q. Have you any knowledge yourself as to whether tho great importation of 
goods into the South is not entirely from the Northeast and tho ports of the Atlantic 
and other distributing points instead of from Cincinnati or from the Northwest?—A. 
The Northwest and the immediate North are gaining on that busiuess all the time, 
but they are gaining in spite of discriminations in favor of the Northeast. 

Q. Do you think it would be the railroad policy of the Eastern association to make 
lower rates to admit these Eastern goods into tho South than they would mako to the 
Western men?—A. They have always done it. 

Q. Will you call it self-interest or an inducement of trade, or what?—A. Well, my 
theory would be that there has been a large capitalistic ownership in the case of 
steamship lines, and that they make a great deal more money carrying business from 
the Eastern seaboard into the South than they would if tho railroads carried it from 
the West. 

Q. (By Mr. Phillips.) When you were connected with the railroad system was 
discrimination quite common against shippers?—A. Yes; it was. 

Q. And to the injury of the large shippers very frequently?—A. The large ship¬ 
pers generally had the advantage over the little fellows. 

Q. Were there many people who lost their fortunes and their interests largely by 
discrimination of railroads?—A. Yes; there were. There were more losses of that 
kind, more people driven out of business through the help extended by the railroads 
to the favored shippers in those days than there are now. 

Q. Well, what is your view about discrimination now—your observation? Is it 
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extensive yet?—A. Yes; it is extensive yet. The publie has no idea of its extent, 
and I would not be in position to define its extent. I know it uow rather from 
hearsay, but 1 used to know it from contact with the business. I still know from 
hearsay, but it doesn’t amount to evidence; many other people know it, and you 
know it, so I am making no disclosure. 

Q. What form does discrimination generally take now, from your best informa¬ 
tion?—A. Well, take the combinations of heavy shippers who have cars of their 
own. There are quite a number of them who own their own equipment, and the 
rental that they are able to command for the use of those ears is a veritable feast. 
It is a very ingenious way of aftecting competition, and it bus the effect of driving 
out of business the firms who don’t see lit to own cars of their own, and has the 
effect of forcing firms and corporations who did not want to own to buy them or 
lease them. That is only one effect. There are others, probably. 

Q. Have you any other?—A. I do not think of any other. That is one of the most 
clear. 

Q. What effect, if any, in your judgment, has tho Pullman Palace Car Compauy 
had upon tho railroads generally ?—A. I think that the facilities it has offered have 
been the most valuable of all facilities furnished to railroads from the outside, and 
probably the most equitable and the most defensible, and I believe that the Pullniau 
Palace Company’s management has enabled the railroad companies to afford to the 
public better service than could have beeu maintained by any other system. The 
merging of all the other lines into the Pullman Palace Car Company has been simply 
the survival of the fittest. The most powerful of the railroads have attempted to 
furnish that sort of service of their own, and it has proved a failure. 

Q. (By Mr. Riplky.) The policy of tho roads operating in the South, with which 
I understand you are somewhat familiar, diflors, does it not, in respect to maintain¬ 
ing the rates at a perfect equality for all shippers?—A. Yes; 1 believe that the pub¬ 
lished rates have been better maintained in the Southern territory in the last 20 
years than in any other territory in the United States. There have been fewer 
glaring breaks. There was, I remember, at one time a concession made from New 
York for tho season to all Southern States of about 50 per cent of the tariff rate, by 
which means they took tho entire spriug business of tho Southwest from the jobbers 
of the West. That was followed by a cut of rates, when it was too late, by tho 
Western lines. They healed that difference up within a few mouths, and 1 have not 
heard of any such outbreak since, but those outbreaks have been constantly 
occurring in other directions. 

Q, Now, proceeding to the discussion of the long and short haul clause, and tho 
nature of water competition in tho Southern States, will you make any general 
statement about that?—A. Well, my statement is more a matter of judgment and 
observation. I bolieve the prosperity of the Southorn States has been largely 
depressed and impeded and delated by tho false principle of ignoring the long and 
short haul principle. I believe that the development cf tho entire country and the 
development of the railroad business has been palsied by a principle to which the 
roads in the South have adhered alter it was abandoned by all the other roads in 
tho universe. The great railroad systems of the country rarely have any trouble 
over the long and short haul clause. All the contention is centered on that clause, 
as far as I know, in the Southern territory, and it all centers around the idea that 
they have got to make a low rate to meet water competition, and then add a local 
back to the interior and keep all the interior country which is without water com¬ 
petition checked up to high rates to give advantages to certain towns, whether they 
have commercial merit or not, that happen to be situated on a railway, creek, or 
canal. Any old thing serves the purpose of reducing rates on water competition if 
they want to reduce them. They can ignore it in muo cases out of ten just as suc¬ 
cessfully as they can maintain freight rates at other points. That policy has main¬ 
tained higher rates to interior points all through the South and has boon a barrier 
to Southern progress. That is my opinion. 

Q. Has not the Louisville and Nashville Railroad beon prominently identified 
with the opposition to the long and short haul clause?—A. It is the policy of the 
Louisville and Nashville Railroad that I have referred to. 

Q. Was that policy in force before the enactment of the interstate-commerce act?— 
A. Oh, yes; it was an ancient custom all over this country. Most of the roads got 
well out of it long ago. 

Q. You were familiar with its operation, then, at the time you were a traffic offi¬ 
cial of that road?—A. Yes; that principle was the principle in the beginning 

Q. So that you speak from personal knowledge of the situation as a traffic offi¬ 
cial?—A. Yea; 1 have observed the development of those roads in the last 35 years. 

Q. Have any changes taken place in the nature of competition between waterways 
and railways which would affect this proposition?—A. Very serious changes. When 
the Louisville and Nashville Railway opened the business after the war to Nashville, 
water competition was the real thing from Cincinnati and Louisville. The boats 
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were plying constantly, and we had to meet that question every day. To-day it is a 
very rare thing that a boat loads with freight from Cincinnati to Nashville, Tonn., 
and yet the rates are made from Cincinnati to Nashville based on old river compe¬ 
tition. The river itself has lost its prestige as a river, and is drying up. Unless 
it is improved it will soon be a highway instead of a waterway. 

Q. It has not been drying up the last mouth or so?—A. That does not help navi¬ 
gation. Navigation is conducted under greater difficulties than usual. As a matter 
of fact, Ohio River shipping lias lost its existence, with the exception of the trans¬ 
portation of very heavy commodities. In very heavy commodities it still carries 
a greater tonnage than any river in the country, but I discriminate between that 
and ordinary merchandise, commercial shipping. It is not probable that any system 
of railway transportion could ever deprive the Ohio River of its immense tonnage 
in the coal trade. It would be useless to attempt it. It is increasing constantly, 
but there is no shipping now of sugar or molasses. You would think you could get 
a much better rate irom Cincinnati to Nashville by boat than by rail. Take a- good 
whaleback steamboat rate to-day, and as yon go into the higher commodities insur¬ 
ance militates to increase the rates. The excuse of river competition is used to 
depress rates to a point like Nashville, and the rates to the surrounding country 
are made higher by adding locals to them. The effect of that river competition is 
not so apparent sis it was. When the principle was first inaugurated we had to 
make rates every day to heat the boats. There is no necessity for that.now. 

Q. Is it true that the basing point system to which you have already referrod is in 
a way a derivation from the long anil short haul system of making rates!—A. It is 
a successor to it, but a railroad crossing became a competing point, to which lower 
rates were made than to the locals on each sido. 

Q. l)o you mean, then, that beginning with the theory that rates must be reduced 
where there was competition between water and rail, they extended that principle 
to the reduction of rates at points wheio two railroads cross?—A. Yes. 

q. Have you observed at any time anyevil effects from thesystem?—A. Yes; it is 
evii in my opinion; evil to the railroads and evil to the people. It often prevents 
and Las prevented the establishment of industries at more eligible points upon a 
railroad because they could not get rates to that point that they could get at the 
crossing. A great many enlightened railroad managers recognized that all through 
Pennsylvania, New England, Ohio, Indiana, and Illinois, and broke it down because 
of this argumeut: “If this man locates his industry 10 miles from the crossing that 
business belongs to us, and wo bad better carry it at the crossing rate than to put it 
in jeopardy.” And they scattered industries all along the lines ot the roads ana 
it made them rich. The Pennsylvania Railroad is one system that has done this 
and has scattered mdnstnes from one end of the road to t he other. A man doesn't 
have to own a corner lot at a crossing in order to get docent rates. But you go on 
the other side of the river, and you have got to go to Danville Junction or some place 
to get a basing point, or to Louisville, or to Bowling Green or some crossing. The 
Cincinnati Southern never debated that, question, and there has never been any 
conflict with the long and shot t haul clause. ... . 

Q. How are they enabled to operate in practical competition with the Louisville 
and Nashville, one road adopting the long and short haul clause and the other oppos¬ 
ing it every time?—A. Well, they build up their country; the Louisville and Nash¬ 
ville does not. . _. 

Q. (By Mr. Phillips.) I would like to recur to one matter in regard to discrimi¬ 
nation which seems to bo quite general yet. Have you any remedial legislation to 
suggestalong that line—any remedial legislation to prevent discrimination?—A. No; 
I am afraid that is beyond the reach of legislation. It has its root in the selfishness 
and ability of men to accomplish those things. I do not believe legislation can reach 
it. Possibly consolidation can reach it; possibly if Rockefeller gets more railroad 
stocks than Standard Oil stock he won’t want the railroads to make rebates to the 
Standard Oil Company. 

Q. A great evil, you admit, exists in discrimination, and yet you think there can 
not be any eflective legislation passed to meet that?—A. I may he alone in my opin¬ 
ion. That is my opinion. There is ample legislation to reach all those people, but 
it is the instruments you want—the men, the moral force behind the guns. You have 
got plenty of legislation to reach all those things, but there is not the determination 
on the part of the courts or the people to enforce these things. Human nature is 
human nature. We have got lots ol good laws that are dead letters, you know, 
because the people don't want them enforced. 

Q (By Mr. Ripley.) Do we understand that in your judgment the Interstate 
Commerce Commission has power sufficient to secure many of these results, but that 
the difficulty comes more in the disposition than in the law itself?—A. That is my 
candid conviction after about 10 years of diligent effort to use the interstate com¬ 
merce law for the protection of the people. There is an apathy among the people 
which is just about as great an obstacle to its enforcement as any defeot in the law. 
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I have been au officer of organizations seeking to get protection through the Inter¬ 
state Commerce Commission during the last 10 years, and my observation is that the 
indiffereuco of tho people is more of an obstacle. A gentleman asked me a moment 
ago why we didn’t reinstate our case before the court. It is because our people are 
indifferent. 

Q. (By Mr. Phillips.) You think the fault is more with the courts than with the 
Interstate Commerce Commission?—A. I do not like to say there is any fault in our 
courts. I believe the root of the evil in this country is that the people are not alive 
to the necessity of this thing. The courts will follow pretty nearly the impulses and 
requirements of public opinion. 

Q. Would you be in favor of giving the Interstate Commerce Commission authority 
to enforce their decisions until they are repealed by the court? That is, to make 
them binding or mandatory until the court finally decides?—A. I have always felt 
that it would be right that tho decision should take the same courso as the decision 
of any other tribunal; that it should be mandatory unless the party against whom it 
is rendered takes an appeal and givos bond. That makes it elective from the time 
it is given, and suspended under bond as any other decision is suspended under bond. 
1 do not believe in making flesh of one and fish of another. I do not believe in a 
different practice before the Interstate Commerce Commission from what obtains 
before any other court. A man gets a decision beforo the Interstate Commerce Com¬ 
mission and $hen he has to sue to get that enforced instead ot letting the other fel¬ 
low appeal. That is one of the most radical defects in the practice of that body. 

Q. (By Mr. Riplky.) I was going to ask next for your views upon the question of 
classification and the enforcement of a uniform classification for the country at 
large.—A. I consider that a very important commercial question and one that I have 
been interested in for a great many years, the reducing to uniformity as far as pos¬ 
sible the practice of the railroads in classifying freight. It can not be absolutely 
done; it can only be done approximately ; but a uniform classification could be 
declared as the standard and put into effect at a given time. At the same time 
provision should be made for such flexibility as commercial circumstances would 
require, subject to investigation. That is, the commission or whatever other body 
had power over the administration of that classification should have the right to 
make modifications upon proper representations, and that should be the standard, in 
the absence of any ruling to the contrary. That would give us a basis of uniformity 
throughout the entire country and would at the same time afford relief against 
inflexibility. I do not think transportation rates can with safety be absolutely 
inflexible all over this country. 

Q. Docs Cincinnati, lying on the boundary between two great classification terri¬ 
tories, suffer from the lack of uniformity in classification?—A. Yes; it is a practi¬ 
cal inconvenience. In making business calculations shippers must take into con¬ 
sideration all the time what territory they are shipping into and what classification 

f overns. If they are shipping into Southern territory, one classification has got to 
©arranged for; if into Western territory, auother. Tho official territory is their 
immediate natural classification, and the Cincinnati merchant, therefore, has prac¬ 
tically at all times to deal with at least 3 classifications. 

Q. Do you see any possible resource in intrusting a greater measure of power over 
classification to the Interstate Commerce Commission ?—A. None whatever. 

Q. You would favor the right of appeal however?—A. Always. 

Q. To such a body?—A. Oh, yes. I intended that it should be understood in 
respect to all my remarks in regard to the practice before the commission that the 
inalienable right of appeal should not bo withheld from anybody. 

Q. Do you recognize any distinction between the power to prescribe and promul¬ 
gate rates, as conferred upon the Interstate Commerce Commission, and the power 
to approve of those rates when promulgated in the first instance by the railroads?— 
A. Yes. The power to approve of tho rates in the first instance by the commission 
or the responsibility of approving of them would be demanding more than any com¬ 
mission would be capable of doing, and would bo placing upon the commission a 
burden of responsibility that would bo unwise and useless. The proper order of 
procedure, in mv opinion, would be that every railroad should accept the responsi¬ 
bility of promulgating its rates and should have the right to enforce those rates 
until they were proved to bo wrong, the burden of attacking them being upon the 
party who originates the proceedings against them. It is fair to suppose that rail¬ 
road managers are honest and intend to make an equitable tariff in the first instance, 
but they are liable to error, and the demonstration of that error should not be made 
before themselves. I object to the principle of their deciding upon their own errors, 
and that is the only resort we have at present. Last winter the railroad companies, 
by one announcement, advanced rates throughout this country from 25 to 50 per 
cent on about 30 per cent of the commodities that were shipped, levying an addi¬ 
tional tax upon the people by a stroke of the pen of several millions of dollars, and 
they knew it. Now, a great many of those changes were not resisted by the parties 
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to whom they applied. The.greater proportion of the changes stood; hut in some 
instances it worked absolute oppression, prohibition, and destruction of business; 
and the decision as to whether those rates should stand or not rested only with the 
railroads who made them. An appeal to the Interstate Commerce Commission only 
drew forth an opinion, and when that opinion was carried to the officers of the 
Government, the officers would not act upon it. Therefore, there was no tribunal 
except the parties themselves before which that matter could be brought. It was 
brought before them and a considerable modification was accomplished, which proves 
that the rates were not perfect. There are somo of those changes that are still sub¬ 
ject to litigation. Now, if the Interstate Commerce Commission or the representa¬ 
tives ot the Government had had the right to suspend those changes until they were 
justified, the burden would not have been placed upon the manufacturers. There 
were instances where the entire profit of a business, built up after 11 or 12 years’ 
effort, was absorbed by a stroke of tho pen in a change of the classification of the 
output, and there were many instances where a large proportion of the profit was 
absorbed. Now, that ia wrong. 

Q. (By Mr. A. L. Harris.) 1 do not know whether I understand the witness with 
regard to the remedies which he would suggest for this condition that he has just 
spoken of. Is the remedy sufficient now with the courts?—A. No; it is a very long 
remedy to go before the courts. 1 know of one case that we prepared for the courts, 
and the preparation of that for the courts is costing the parties really more than is 
involved. 

Q. Has the Interstate Commerce Commission at this time sufficient power of juris¬ 
diction in a question of that kind?—A. They disclaim any powor. They gave an 
opinion adverse to many of the changes but they disclaim the power to act. 

Q. Now, suppose we go back to the powcrto approve rates. Would not that carry 
a little more power to the Interstate Commerce Commission in regard to the approval 
of the rates upon complaint?—A. That would be an endless task. There is no commis¬ 
sion in tho world that could go over a tariff and approve it. Tho man who made the 
tariff had probably an intelligent impulse in his mind when ho made each adjust¬ 
ment. If you are passing in review my work, you have got either to absorb from 
me by some magical process my methods of thought or elso you have got to ignore 
them, and you are liable to make very grave mistakes in passing in review ray work. 
If I am an expert and I do that work subject, to your criticism, you stand ready on 
receipt of a practical complaint to make me justify my work in oue particular 
instance or in a dozen particular instances. That is a simple process and you are 
judicial ami you can do that. But when I hand you this document and I require 
you to approve this and you take the responsibility off’ my hands, you take a responsi¬ 
bility you are not able to handle. 

Q. As I understand, the present condition of the Interstate Commerce Commission 
is that even if it finds that a rate is unreasonable, its work is at an end there. It 
may make an order but that is all there is of it?—A. Oh, no; they are charged with 
the duty of summoning the district attorney to bring a suit to euforce that order. 
Then it goes before the court. It is a most lop-sided way of getting at justice. 
Your court of first resort decides the thing, and then you have got to become the 
prosecutor and the defender and the proponent of your own decision before another 
court instead of sitting still and letting it bo appealed against you and the appeal 
justified. 

Q. Do the railroad companies or tho company complained against make any defense 
before the Interstate Commerce Commission, as a rule?—A. They do now; they did 
not at first. They make a vigorous defense now because the courts have made one 
or two orders excluding them or making them justify very clearly any effort to take 
further testimony. The first practice, you remember, was that they were not 
required to produce any testimony until thoy got into court and the court had the 
whole thing de novo. 

Q. Would you make the finding of tho Interstate Commerce Commission prima 
facie ovidence in the court above or court of appeals?—A. It is made so by the law 
now, is it not? The evidence is prima facie. Yes, I would mako tho finding prima 
facie, and let the burden rest on the other side. 

Q. Yes; then would you have a provision in the law to advance those cases upon 
the docket?—A. That is already there, is it not? 

Q. Already in the law?—A. I think so. 

Q. I was under the impression that it was not, for the reason that there were such 
long delays in the courts. —A. The courts havo been very good in advancing cases. 
After they come before the courts, the courts have boen very good about advancing 
them, as far as that is concerned. 

Q. I had in mind a case that was just decided tho other day in tho Supremo Court 
on the long and short haul, between the Board of Trade of Chattanooga and the 
Eastern Tennessee and Georgia Railroad. That was stated in the papers at the time 
to have been 8 years from the time the complaint was filed.—A. Yes; in a general 



700 


ITOUBTEUL COMMISSION:—TKAN8POETAXION. 


■way I hare been cognizant of the program of that ewe -and I admit I wa* very much 
surprised at it* oonilDg up at thie time. It is rather a matter of surprise to all who 
have been watching that ewe. 

Q. Did not the Hoard of Trade at Cincinnati recommend the passage of the Cullom 
hill, or *oiue hill carrying the proviwon* of tbo Cullom billf—A. Yea. 

Q. Have many of thoso recommendation*, do you know, gone to Congress in favor 
of the enlargement of the powers of the Interstate Commerce Commission f—A. Yes 5 
1 think a largo volume of them. 

Q. Do yon reel that the most important mutter would lm the one in regard to mak¬ 
ing the railroad or the claimant, whichever it may lie, take an appeal tho same as 
is done in any conrtf—A. I believe that is .most important. 

Testimony closed. 



Waiwunuton, D. C., May 15 t 1001. 

TESTIMONY OP ME. OSBORNE HOWES, 

Secretary Boston board of Jtrr underwriter*. 

Tho commission met at 10.55 a. in., Chairman Kyle presiding. At 3.1ft p. m. 
Mr. Osborno Howes, secretary Boston Board of Fire Underwriters. appeared as a 
witness, and, being duly sworn, testified as follows: 

t (By Senator Kyle.) Will you give your name, address, and business!—A. 
mo Howes; No'. 55 Kilby street, Boston; secretary of the Boston Board of 
Fire Underwriters. 

Q, Have you a prepared article?—A. I huvo not. 

Q, Do you propose to rover the general subject of the relation of Canadian and 
American railways?—A. Partly that. I have three subjects which I should like 
to bring to the attention of the commission, two bearing upon questions of trans¬ 
portation—that is .railroad and water transportation from Boston, ho tar as eiport 
trade is concerned—and on the subject of our mere bant marine generally; then a 
third, if 1 have the time, on our trade relations with Canada. 

On the first and tho last 1 speak as a representative of tho Boston Chamber of 
Commerce, of which I am a member, and the intermediate one, as representing the 
merchants’shipping interest of the past, through ruy father, grandfather, and 
great grandfather, and, to some extent, myself. 

SENATOR Kyle: Yes. We will be glad if yon will follow up that line. 

Q. (By Mr. Ripley.) Do you have any official position in Boston in connection 
witn the chamber of commerce or other organizations which entitles you to speak 
particularly about these organizations?—A, In the Boston Chamber of Commerce 
I am vice-chairman of their committee on reciprocal trade relations with Canada, 
and as a member I take an interest, of course, in the question of the development 
of Boston'8 trade with Europe and with foreign countries generally. 

Q. Have you been on State commissions?—A. I have been on two—one that 
was called the Rapid Transit Commission, appointed for the purpose of improv¬ 
ing the systems of transportation in and around Bouton, and the other called the 
Metropolitan District Commission, appointed to prepare n plan for uimcxing the 
cities and towns in and around Boston to that city ior the purpose of in creasing 
its size. 

Q. If you will take up those topics which you have, Mr, Howes, in the way and 
manner you think best, perhaps it will servo the purpose of the commission.—A, 
I may state then, at the outset, that Boston, next to New York, is the largest com- 
mercial port of this country. Our exports and imports f or the year 1000 amounted 
in value to $193,488,000; of that amount $128,858,000 were exports, and $68,630,000 
were imports. The growth of the trade in the last few years has been quite 
constant, with the exception of last year, when there was a pan^e, due chiefly 
to the fact that the war in South Africa had drawn quite u number of the steam¬ 
ships upon which we depended for trans-Atlantic transportation to another line 
of service, thus leaving us, to some extent, denuded of our customary tonnage. 
The freight rates on that account were very high; high perhaps from all Atlantio 
ports, more especially from BoHton, so that while at the present time wheat is 
carried from Boston at about a penny a bushel .last year it wus about 3 pence, or 6 
cents. This interfered with our development temporarily. now it is going ahead 
again, and I think thia year tho export and import trade of Boston will be consid¬ 
erably over $200,000,000 in value. The reason why we have this trade is that 
Boston—sooner, I think, than any other city iu the United States—through the 
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enterprise of its railroad companies has developed a system of terminals and dock 
facilities probably superior at the time they were built to those found anywhere 
else, and perhaps so to-day. The railroad companies built their own wharves, they 
built their own landing sheds and elevators, and were prepared, without inter¬ 
mediate charges, to put grain intended for Europe on board the vessels. Besides 
this, or in part perhaps due to this, we developed at a very early stage the system 
of carrying freight to Europe in large freight steamers, in contradistinction to 
passenger steamers or small tramp steamera. We have practically no tramp 
business in Boston. It is all carried on by the regular liners, running chiefly to 
Liverpool, so that Boston’s trade to Liverpool is greater than that of any other 
American city—greater even than that of New York City. The steamers have 
been built of tho largest size for freight-carrying purposes, and have been increased 
in size from time to time: the only limitation just now is the depth of our harbor 
channel which, unless we can get it increased, will probably put a barrier in the 
way of a very material increase in tonnage. 

The four lines that wo have there—the largest freight-carrying lines—are the 
Leyland, the Dominion, the Canard, and the Warren. Three of these now carry 
passengers to some extent; one of them is simply a freight line. The export rates 
from Chicago or from western points to Liverpool via Boston are tho same as 
those via New York. The local rates—the local east-bound rates—on sixth-class 
merchandise are 2 cents higher to Boston than they are to New York, and this 
has been thought to act somewhat as a deterrent upon the building up of a local 
grain business. That is to say, we have not there—as is found in Now York, 
Philadelphia, and Baltimore—a large quantity of spot wheat, which can be shipped 
either to one foreign port or another as the exigencies of the trade require. The 
contracts for shipments are almost entirely made at Chicago or beyond, and it 
simply passes through Boston, giving us possibly in this respect less of gain in the 
matter of trade than we should receive if shipment were made directly from Bos¬ 
ton, as is the case at New York. This has prevented the building up of a tramp 
steamship business and has confined our exports a good deal to England. We get 
very little of the continent trade; we get very little of what is called whole-cargo 
business, where a steamer is chartered to carry a cargo to one point or another in 
Europe or elsewhere. Apart from that I am not prepared to say that the 2-cent 
differential against us is a serious drawback. Theoretically it may be wrong, 
but practically, it a grain merchant were to bring 200,000 bushels of grain to Bos¬ 
ton as a local venture and afterwards should wish to ship it, he could get a rebate 
from the railroads equivalent to 2 cents. Tho theoretic wrong is that there is no 
particular reason why when a shipment of certain carloads of grain leaves Chi¬ 
cago for Boston, part of tho cars carrying grain intended for local use and a 
part of them carrying grain intended for foreign shipment, that the New York 
Central or the Lake Shore should receive more per car for hauling the former 
than tho latter. They do tho same service and practically should be paid the 
same price; but in working it out I do not think the system causes serious loss. 
The differential is about $8 on a carload—that is, on a 40,000-pound carload. The 
rates at Boston are assumed'to be maintained, as they are throughout the United 
States, by the rules of tho Interstate Commerce Commission, Irat we have a belief 
that while these rates are officially promulgated they are by no means always 
observed. Tho statement is made that if a dealer has a large shipment coming 
from Chicago lie can get a rate made that is a temporary rate. Perhaps the rail¬ 
road agent at Chicago will write a letter notifying the Interstate Commerce Com¬ 
mission that the railroad has changed its rate, and then 5 minutes afterwards 
write another letter stating that it has been changed back to the old rate. At 
the present time we are aware in Boston of gram going to Europe via Baltimore— 
which has a differential in its favor so far as railroad charges are concerned— 
in such quantities as to indicate that there has been in addition some cut made in 
the rates. I think it is thought by shippers in Boston—those interested in steam¬ 
ers and interested in the shipment of grain—that railroad rates are still largely 
matters of trade; although if a cut is made in rates via one city, it is pretty 
quickly found out and the others adjust themselves to these new conditions. In 
times past—and to quite an extent at the present time—tho fact that Boston has 
railroad connection with the West by Canada has been looked upon by our mer¬ 
chants as of distinct advantage. Until quite recently the financial and commer¬ 
cial interests of the American trunk lines ended at the Hudson River, and the 
tendency of such influences as they could exert in the direction of freight was 
unquestionably used to tho detriment of Boston as a shipping point for grain 
intended for foreign markets. In this exigency the Canadian roads came to our 
help. It was for their interest to have the shipments sent to Boston, and through 
the competition which they could offer we received from the American trunk 
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lines a consideration which would not otherwise have been accorded to us. It is 
possible that recently that advantage has been partly neutralized. The New 
York Central has acquired by lease the Boston ana Albany Railroad and now has 
a financial interest in having goods shipped to Boston, as great as and perhaps 
eveD more than it has in having them shipped to New York City. It has acquired 
the splendid terminal facilities of the company whose property it leased and is 
preparing at the present time to greatly enlarge these. The Boston and Maine 
has leased the Fitchburg road, which is also a great grain-carrying road, and the 
influences that it can bring to bear upon the American trunk lines by the large 
amount of westward-bound freight it controls has also a tendency to bring busi¬ 
ness to Boston rather than to divert it to New York or other Southern ports. 

During the winter months of the year Boston has been in the past the shipping 
point for a great deal of the freight that has been brought over the Canadian 
railways. In summer grain that arrives at Montreal can be sent just as cheaply 
to Liverpool by steamer from that port as from Boston, and hence there is no 
reason why this grain should be hauled 200 or 270 miles farther, when it can be 
put directly on board the steamers at Montreal and carried across the Atlantic 
quite as well as from Boston. Therefore we never expect to get much grain via 
Canada in the summer. In winter, when the St. Lawrence is closed by ice, a 
great deal of grain has come to Boston for shipment. The tendency in the last 
year or two has been somewhat against this trade. A spirit of antagonism has 
to some extent grown up in Canada, a feeling due in part to the belier that trade 
relations between the two countries are not all that they should be, and out of 
this spirit of antagonism might well arise strong political feeling, which ulti¬ 
mately mi^ht have influence upon a great railroad corporation, such as the Cana¬ 
dian Pacific. Its effect has been to lead it to use Canadian shipping points 
rather than those in the United States, and on this account the Canadian Pacific 
has lately sent almost all of its winter shipment to Europe via St. Johns, New 
Brunswick. The Grand Trunk lias also developed its terminal facilities at Port¬ 
land, Me., which have injured Boston to some extent, but Portland is a city of 
the United States, and the Grand Trunk’s winter shipments from that place have 
grown very materially in size within two or three 'years past and promise to be 
very much larger in the years that are to come. 

Q. (By Mr. Clabke.) The Grand Trunk line extends to Portland?—A. In going 
to Portland it carries freight entirely over its own line. It does not need to share 
any of its earnings with another railroad company. This is, of course, the rea¬ 
son for its action. This, in a general way, Mr. Chairman, is all I have to say in 
relation to our local questions of transportation. 

Q. (By Mr. Ripley.) You might go on.—A. Very well; I will take up the 
next subject. What I have now to say is not a statement that I am prepared 
to make on behalf of the Boston Chamber of Commerce, for the reason that the 
chamber of commerce has never taken any action on the general question of the 
method to be adopted for the revival of the American merchant marine interest. 
There has been a division of sentiment between different sections of the chamber, 
and it has been thought well not to take any action whatsoever, so that these 
opinions are my own. I may state that my father and grandfather, and, further 
back my ancestors for several generations, have been American seamen. My 
father and grandfather were ship merchants in Boston, and it was my expecta¬ 
tion to carry on the same business. For that reason I went to sea as an officer in 
the Pacific Mail Steamship Line, for the purpose of learning the business, and, 
having acquired more or less knowledge of steamshipping, tne business fell flat 
and I left it. What I wish to say is that I think it is tne desire of all Americans 
to have our merchant marine resuscitated, and that there is a willingness on the 
part of practically all of our people who think anything about this subject to do 
all that they can which will, in their opinion, legitimately bring about that result. 
Our merchant marine in the past has been subject to great fluctuations due to a 
variety of causes. In 1790 the merchant tonnage of the United States registered 
for the foreign trade was 5164,000 tons. In 20 years from that time—in 1810—it 
had grown to 981,000 tons; that is, it had increased nearly threefold. That result 
was chiefly due to the enormous advantages which our people enjoyed in conse¬ 
quence of the disturbances in Europe growing out of the Napoleonic wars. Our 
country was practically the only neutral nation in the world. We secured a great 
deal of the freight-carrying which otherwise would have gone to other nations. 
But after 1810 tlie merchant marine of the United States suffered a very serious 
decline, and did not recover from that decline for 87 years. In 1830 it had fallen 
from 981,000 tons in 1810 to 537,000 tons, and with various ups and downs it con¬ 
tinued until 1847, when it gradually gained the size that it had previously attained 
in 1810. It then amounted to 1,047,000 tons. From 1847 to i861 it went ahead 
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with leaps and bounds, so that when the civil war broke out we had a merchant 
tonnage registered for foreign voyages of 2,496,000 tons, or a tonnage within a 
very small fraction equivalent to that which England at that time possessed 
engaged in the same business. 

This gain, beginning in 1847, was partly due to the development and opening 
up of trade with California. The discovery of gold in 1849, and the great influx 
of migration which took place at that time, was promptly utilized by the Ameri¬ 
can merchants by building new vessels and sending them out there. The profits 
of the voyages were very great. I have known of some vessels in which my 
family have been interested—new thousand-ton ships—that when they cleared 
from Boston Light on their voyages out to San Francisco had obtained freight 
money enough on that one voyage to pay the entire cost of building. Of course, 
that was a great stimulus to new construction. When in California these vessels 
found very little to do in the way of what would be termed a coastwise trade. 
The trade from New York to San Francisco was coastwise business; but there 
was no return cargo to warrant making the long trip homeward from San 
Francisco. Vessels would go to the Chincha Islands off the coast of Peru to load 
guano, or would go to China, India, the Philippine Islands, and various places to 
get return cargoes, either to the United States or to Europe. In this way we 
entered largely into the maritime business of the world. Wo found at that time 
that we possessed better vessels; that our officers and sailors were better adapted 
to the business; that we could make quicker trips, deliver our cargoes in better 
order than the ships and crews of any other nation. This was so well recognized 
that for 5 or 6 years beforb the outbreak of our civil war an American ship in 
Melbourne, Sidney, Hongkong, Calcutta, or in any of the great foreign sea¬ 
ports of the world, could obtain better charters to carry goods to England or to 
Germany than the English or German merchants would give to the vessels of 
their own nations. We obtained them simply because of the superior manner 
in which we carried on the business. 

The decline came from the obvious causes of the war; the destruction of vessels 
by the Confederate privateers, and also from the high war rates that shippers in 
American bottoms were compelled to pay. That is to say, if an American vessel 
was loading in Calcutta for either Liverpool or Boston, she had to take her cargo 
at what the English merchant ship would get for the same business, less what the 
shipper had to pay in the way of war premiums, so that it made a distinct reduc¬ 
tion in the possible profits of the American ship merchants. However, that would 
have righted itself when the war was over if the conditions in the matter of price 
had permitted us to build iron craft, or if we had repealed the laws that prevented 
the purchase of foreign-built ships by American ship merchants. We had begun 
iron construction before the war and begun it very successfully. There were 2 
steamers—the Massachusetts and the South Carolina —built to run between Bos¬ 
ton and Charleston, S. C., and 2 more—the Mississippi and the Merrimac —built 
to run between Boston and New Orleans. All of these 4 iron vessels had been 
constructed in Boston Harbor some years before the outbreak of the civil war. 
They were employed part of the time in the Government service as transports. 
One of them—the South Carolina—-was in service as a merchant ship only 4 or 
5 years ago, and may still be running between Panama and some of the ports of 
Central America on the Pacific coast, showing the well-built character of the 
vessels. In spite of this experience the tendency at that time among the Ameri¬ 
can shipowners was to favor wooden rather than iron vessels, and they held 
to that under conditions which proved to a certain extent disastrous to them. 
I know of this particularly, because my father was the largest individual owner 
and manager of a line of steamers which was formed in 1866 to run between 
Boston and Liverpool, called the American Steamship Company. This company 
built its steamers of wood in spite of the advice that they should build iron vessels. 
These were wooden propeller ships. The enterprise unfortunately failed. There 
was not sufficient business, and the original cost of the craft was too high to make 
it possible to pay dividends on the business done. The same backwardness in 
this respect was shown in the case of the Pacific Mail Steamship Company during 
the time that I was in its service. At that time the Pacific Mail was receiving a 
large subsidy for carrying the mails between San Francisco and Hongkong, and I 
was an officer on the first steamer of the line that was built for trans-Pacific trade 
purposes—the Great Republic. There were also 8 others—the China, the Alaska, 
and the Japan. The company spent some $5,000,000 in building wooden side-wheel 
steamers, which were as poorly adapted to the business they were intended toper- 
form as it was possible to have them. They were built after the old type, just as 
steamers are now built to run up the Hudson River, that is so far as their engines 
were concerned, although long before that time the English had changed to the 


16a-45 



704 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


propeller type of engine, and to the iron hull for ocean service. The steamer 
Great Republic, which was the first one to enter on the business, on one of the first 
voyages I made in her, left Yokohama with hardly any heavy cargo on board, 
simply coal enough to carry her over, and yet so deeply laden that the sidewheels 
would hardly turn around, and she proceeded at the rate of about 4 knots an hour 
until lightened up by the consumption of her coal. Four days out we struck a 
severe gale, which washed the paddle boxes and a part of the guards off, and we 
came into San Francisco with the paddle wheels bare of covering over them. 
Now, the money spent in building these vessels was practically thrown into the 
sea, so far as the development of American commerce was concerned. The sub¬ 
sidy voted by Congress engendered the belief in the minds of the managers of the 
company that they could do almost anything. There was in any event a profit 
obtainable and they built in a haphazard fashion. 

The result of subsidies to American steamship lines, so far as they have been 
tried, has not been in the least satisfactory. A great deal has been said about the 
Collins Line to the effect that if their subsidies had been continued the line could 
have been built up. That line, unfortunately, was doomed before the subsidy 
ended. It was caused, perhaps, through no fault of its managers, but through 
circumstances, perhaps,beyond their control. As the committee may remember, 
it lost two steamers—one the Arctic, off the coast of Newfoundland under tragical 
conditions so far as the loss of life was concerned; another steamer—the Pacific— 
sailed from port and was never again heard of. This line at that time and the 
English lines at that time were largely passenger lines. They did not carry com¬ 
mon freight. Freight was not carried by steamers across the Atlantic to any 
great extent until after the discovery of the compound engine and its subsequent 
developments; and at that time and now the passenger lines of steamers depend 
for patronage upon the success and safety with which they carry those who entrust 
themselves to their care. To lose two of its steamers in a short time would be 
fatal to the business of any company. In 1873 the White Star Line lost the Atlantic 
on the coast of Nova Scotia, and it required 6 or 8 years before it could recover its 
ground and have passengers go with it as freely as they did with other lines. A 
great many people I know would never think of going across the Atlantic on the 
French line of steamers, simply from the knowledge they have of the troubles 
that have occurred when an accident has taken place. The fate of the Collins 
Line was one of thoso misfortunes which come about through hard luck; through 
no fault, perhaps, of the managers; through no fault of the officers, because they 
had a splendid set of men on board of the steamers. Another line, if it had started 
at that time, and had not encountered these mishaps, would have had very much 
better success. 

It has been frequently said that our merchant-marine business foil off and 
declined a long time prior to the war, for the reason that earlier in the century 
we carried a very much larger percentage of our exports and imports in American 
bottoms than we did at a later period. For instance, in 1828, 92J-per cent of all 
the exports and imports of the United States went in vessels sailing under the 
American flag; but at that time all the tonnage that we had registered for foreign 
voyages was 696,000 tons. In 1885, when we had nearly 2,500,000 tons, we only 
carried 65 per cent of our exports and imports, but this was due to the fact that 
our American merchants had found a better business than carrying these exports 
and imports of our own. They were then the common carriers of the world and 
were drawing large profits from transacting that business. With the vessels that 
my father owned and controlled, it frequently happened that they sailed from 
New York or from Boston on a foreign voyage and did not again return to an 
American port for 4 or 5 years. They were doing business all over the world. 
Now and then they would come home again for the purpose of refitting, but we 
were having such a profitable business at that time that whether the freight was 
American or foreign was a matter of indifference. At that time, too, when we 
were building up our trade in this rapid manner, we were paying to those whom 
we employed as officers and men on our vessels relatively much more, as com¬ 
pared wifii that paid on foreign ships, than we pay at the present time when 
compared with these foreign rates. It has never been, in the development of the 
American merchant marine, a question of maintenance. It has always proved 
that when we have had an opportunity we could pay more, simply because we 
obtained a great deal better service for what we paid. I remember on the first 
voyage that I made across the Atlantic—that was in 1861, on one of my father’s 
ships—that we overtook and passed a number of English vessels, and the contempt 
was inexpressible with which our American officers looked down upon what they 
called “ tne lime juicers.” These latter were not in a class with them. 

The difficulty that we experience at the present time and have for years expe¬ 
rienced is that we can not get the tools of our trade at a low price. So far as the 
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American shipbuilder is concerned, he has, unfortunately, acted during this long 
series of years as a dog in the manger in regard to the merchant marine of the 
United States engaged in the foreign trade. He has not been in a position, due 
to the high price of materials, iron and steel, to build vessels and maintain com¬ 
petition on equal terms with foreigners. At the present time the annual depre¬ 
ciation in vessel property is very great, representing approximately 10 per cent a 
year, so that if one vessel costs $300,000 and another foreign competing vessel 
costs $100,000 the depreciation each year practically represents what would be a 
fair return upon th u money invested, and it is a dead loss to the American and a 
good profit to the foreigner. If the American shipbuilders had been willing— 
because it is largely through their insistency that the law has not been changed— 
if they had been willing to permit the purchase of foreign-built ships by Ameri¬ 
can ship merchants they would have had just as much to build themselves for 
the coastwise business and probably a great deal more in the way of repairing 
than they have had of vessels engaged in the foreign trade, and would not have 
been the means of continuing our merchant marine in the paralyzed condition it 
has remained in for the last 30 years. 

Q. (By Mr. Clarke.) Has there been a difference of one-half in the cost?—A. 
There has at times. It has varied, of course, very materially with the difference 
of prices in the different countries, and that has not been a constant factor at all. 

Q. You understand the difference to be much less now than formerly?—A. Oh, 
yes; it is very much less now. It is a curious fact in this connection that the 
difference in cost between the foreign-built vessel and the American vessel depends 

S ’ ely upon the character of the trade in which she is to be used. The roughly 
t freight steamer costs relatively more to build in this country than the finely 
finished passenger steamer. I have no means of knowing, but I have not the 
least doubt in my mind that Mr, Cramp, when he has succeeded in obtaining con¬ 
tracts for the construction of Russian or Japanese battle ships or cruisers, has 
made money out of the operation and that he has been given these contracts sim¬ 
ply because he could build these war ships just as cheap as the foreigner could 
briild them. The reason that he has been able to do this has been because of the 
immense amount of American labor that has entered into the construction of 
these vessels. The relative cost of the raw material in such craft has amounted 
to much less in the aggregate than would be the case with a common freight car¬ 
rier, where the cost of the raw material is practically everything and the mere 
slapping of it together constitutes but a relatively small percentage of the charge. 
I know that a number of years ago I went through the shipbuilding works on the 
Clyde of the Messrs. Thompson, who built a large number of the Canard steam¬ 
ers, and they told me, as an example of this, that they had all the woodwork for 
their steamers either made in Cincinnati, or had imported from Cincinnati to Glas¬ 


gow the workmen who were to do it, because the work could he performed very 
much cheaper in our country or by onr countrymen than by foreigners. 

I am of the opinion that the resuscitation of our merchant marine would take 
place at the present time very quickly if the obstructive laws in regard to the 
ownership of foreign-built ships were repealed and we could place ourselves in 
this respect on the same plane as all of the other great maritime countries of the 
world, which have practically no restrictions of this kind. The fact that so much 
American capital has been invested in foreign tonnage, as, for instance, in the 
recent purchase of Mr. Morgan, indicates that it is not a question of capital. We 
can get all the money we want to build up our trade, provided, as I said before, 
we can get the tools by which that trade is to be earned on upon equitable terms. 

Q. Is it your understanding that Mr. Morgan was able to buy'those vessels as 
anybody would have been?—A. No; I should suppose Mr. Morgan, by the large pur¬ 
chases he has made of almost everything lately, was better able than most people. 

Q. Then he has not been hampered in any way in buying them?—A. No; I 
should say in the case of the Leyland line he has been far from hampered. I 
understand that the Leyland stock represents seven stock waterings and yet he 
has paid a premium on that. 

Q. But he has been able to acquire the tools of the trade?—A. Yes; except that 
they are under the English flag. 

Q. Well, if it will not disconcert you. will you please tell us wherein there 
would be an advantage to him in having them under the American flag?—A. Oh. 
I should say, so far as Mr. Morgan is concerned, it would be perhaps a question 
of sentiment. 

Q. (By Senator Kyle.) Of what?—A. Sentiment. 

Q. Sentiment?—A. It is precisely similar to conditions that existed during our 
civil war; a large number of Americans placed their vessels under the English flag, 
or under the Hawaiian flag, or some other foreign flag. My people did not. They 
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preferred to pay the war premium, ran all the risks of capture, and sail their 
vessels as Americans. It was a question of sentiment, and sentiment plays a 
pretty large part in the conduct of the affairs of this world. 

Q. (By Mr. Clarke.) Now, do you think that sentiment would be entertained 
nmre Btrongly by the owner than by the people at large?—A. I think it would be 
fairly developed. I think that if shipowners could buy their vessels in foreign 
shipyards that they would do so very quickly. 

Q. They can buy them; that has been proved.—A. They can buy them; but I 
mean give to them American registers. 

(A Well, now, if they bought them there, they would not have them made here?— 
A. No; but they are not made here now. That is the trouble. 

Q. Since steel has entered so largely into the construction of these vessels, and 
since this country has become the greatest producer t of steel, is it not possible that 
they may be made here just as cheaply as abroad, and perhaps even more so?—A. 
I think so, in time. 


Q. In your opinion, therefore, they do not need to be especially subsidised or 
encouraged by the American Government?—A. I do not think there is any need 
for subsidies. I should say even now that the construction of American vessels 
might be undertaken if we could obtain at our shipyards all of the advantages of 
our low-priced steel. That is to say, if American-made ship plates were in all 
cases, or in most cases, sold as cheaply to American shipbuilders as they are sold 
to the builders of vessels on the Clyde in Scotland and Tyne in England. 

Q. If no foreign government was encouraging its merchant manne engaged in 
foreign trade by way of subsidy or postal bounty or any other method, would you 
see any necessity for this Government doing it?—A. I do not see any necessity at 
the present time, for the reason that I am not aware that in the transportation of 
freight any foreign government, with the exception of France and Italy, where 
it has proved a failure, are aiding their merchant marine by subsidies. 

9 . Is the subsidy paid by Great Britain and also that paid by France limited to 
their passenger steamers?—A. That paid by Great Britain is entirely. That paid 
by France is a general subsidy and has proved a disastrous failure. It has not 
stimulated its merchant marine. I am not aware of a single vessel obtaining a 
mail subsidy from the English Government that is not a passenger steamer and a 
mail-carrying steamer. 

Q. I hope I have not diverted you from your talk.—A. I had reached that par¬ 
ticular phase of it. 

Q. (By Mr. Farquhar.) The subsidy, Mr. Howes, that is paid to the Peninsu¬ 
lar and Oriental, is that paid to passenger steamers?—A. Yes; these are all pas¬ 
senger steamers. 

0- But the Peninsular and Oriental line was never mainly dependent on pas¬ 
senger trade.—A. Probably not; they carry freight as well, but their main source 
of earnings is their passenger business. 

Q. What do you say about the North German Lloyd, that has entered into the 
same business?—A. On subsidy? 

Q. By both a German subvention and an English subvention.—A. The North 
German Lloyd has entered to some extent, running its steamers to the Far East, 
dividing its money, as I understand, with the Hamburg-American. These are 
passenger steamers that they have there. They carry freight, too, but they are 
more particularly maintained on a mail schedule. 

Q. Is it a fair proposition to say that the whole of the Peninsular and Oriental 
ana the joint lines there are not freight lines, simply as a matter of business?—A. 
No; they are not primarily conducted on a freight basis. The subsidy is paid to 
them on the ground that they are to make a higher rate of speed than it would 
be profitable for freight steamers to make. There are a larger number of steam¬ 
ers plying between England and the East that are purely freight steamers and 
that are paid no subsidies whatever. But the Peninsular and Oriental line has 
to run on schedule time, make a voyage at the rate of so many knots an hour, and 
the average has been increased with each renewal of the subsidy. It has had no 
competitors when the question of the renewal of the subsidy has come around, 
for the reason that the other lines running craft in that direction do not consider 
it of enough profit to take the subsidy in view of the conditions involved, the 
chief one of which is the high rate of speed. 

Q. Out of all the Peninsular and Oriental boats, how many are on the mail 
schedule to China? Do you know the exact tonnage that is floated by them and 
the number of boats that the Peninsular and Oriental run in the eastern trade?— 
A. I could not state the exact tonnage. It is, roughly speaking, about 600,000 tons. 

Q. Can you say how many are on the mail schedule?—A. Not definitely. 

Q Well, has not the proposition been openly made there, and discussed in Par- 
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Hamm* there, that it was for the support of the Asiatic trade of the British Empire 
that that subsidy was paid?-A. Only so far as giving competitive mail service. 

Q. Have not the Peninsular and Oriental in their annual statement said there 
that the subvention from the British Government was the entire aid that they had 
in competition with other nations?—A. In competition with other English vessels. 

Q. Well, with other nations. There are other nations as well as that. 'Hie 
German combined line is almost as strong as the Oriental is, as far as mail is 
concerned?—A. The Hamburg-American is a large line. 

Q. How many steamers have they got in the East?—A. Thev have not many out 
in the East; but they have a large number in other parts of the world. 

Q. And greater speed?—A. As I said before r it is a question of speed. If the 
Peninsular and Oriental Company were willing to enter into the freight business 
as so many of the other lines have that are not subsidized, undoubtedly it could 
make money. Its steamers, of course, are not adapted to that class of business. 
They are a swift class of steamers. ,, , • 

Q. Well, we will put it in another shape. The amount of subvention that the 
Peninsular and Oriental gets from the British Government is for the support of 
British commerce?—A. No; it is for the support of the political supremacy of the 
British Empire. 


Manila 

were endeavoring to develop 
endeavoring to combine together the outlying parts of our own domain, just as 
we pay a star-route mail subvention in our Western Territories. 

Q. Well, Mr. Howes, are we not practically doing it now with the little trans¬ 
ports without any lines?—A. Practically so. We are doing it because the Gov¬ 
ernment pays for it. 

Q. Pretty thoroughly, is it not?—A. Quite so. 

Q. You mentioned the fact that the subvention of France had amounted to a 
total failure. Was not the failure a great deal in the fact that they bought their 
ships on the Clyde and elsewhere instead of supporting their own shipyards?—A. 
No; they have paid a higher rate to those which they have built at home; but it 
does not seem to have been of any advantage. 

Q. It was no advantage and never was as long as they had free ships, and the 
cheap old ships of the world were there ready for the French merchant to get any 
time, and it killed the French shipyards?—A. No; I beg your pardon. The French 
merchant did not buy these; he did not purchase anything that was offered. You 
can not swindle a French ship merchant. The French are the best people in the 
world in the construction of vessels and in knowing what is the right thing to do. 
We and the English have copied the models of the French men-of-war from the 
time of the Revolution downward, because they have known how to construct 
hulls that were better in model and everything than either we or the English 
devised. They were not likely to be deceived in that way. 

Q. Did Germany when she came to possess her merchant marine take the French 
plan of subsidy?—A. No. 

Q. What exceptions did she make?—A. She never gave a general subsidy. 
She has subsidized some lines—only one line practically, the North German Lloyd. 

Q. You make the proposition there of the failure of the French marine. Is it 
not a safe proposition to say that if they had not had the subvention the French 
marine would have been nowhere at all?—A. It is about that way now, for they 
have not the goods although they have paid the money. 

Q. Is it not a fact that France held her own when she had that small subven¬ 
tion?—A. No. 

Q. Has she not increased?—A. No, she has not increased. 

Q. I am speaking of late years, of 1890 to 1891.—A. She may have for a short 
time, but they have made the experiment and they have found it a losing one. 

Q. While she had the subsidy did they find it to be a losing one?—A. As respects 
their own past tonnage, no; as respects the tonnage of the world, yes. Relatively 
she is now worse off than she was before. 

G. Well, you must make a distinction between the tonnage proper of the nation 
and the carrying tonnage.—A. No, there has been a growth with all of the mari¬ 
time nations of the world, in which the French have not participated. They have 
simply marked time. 

Q. (By Mr. Clarke.) I would like to ask one other question in regard to this 
purchase of Mr. Morgan, or other purchases that you think Americans should be 
free to make. Why is it that with our great steel production and with the won¬ 
derful skill of our builders we are not able now to produce even coarse freight 
vessels as cheaply as they can be produced in foreign shipyards?—A. I think one 
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reason is that we have not of late, so far as our shipbuilders are concerned, been 
able to get altogether the benefits of these low pnces. If the American manu¬ 
facturer of structural steel and steel plates intended for shipbuilding sells those 
articles to an English shipbuilder at a considerably lower price than he will sell 
them to an American in his own country, naturally he places the latter under a 
serious disadvantage when both are endeavoring to construct vessels that are to 
compete with each other on the high seas. This is the disadvantage which the 
American shipbuilder seems to be under at the present time. 

Q. (By Mr. Conger.) Do you know if that condition actually exists?—A. 
Well, it has existed. Prices of steel vary so tremendously in a very short time 
that it is hard to say that the condition exists now. That it existed last year or 
year before last, I feel confident. 

Q. Do you understand that the structural steel which enters into foreign-built 
vessels is produced in this country?—A. I think to some extent it has been; steel 
plates certainly in large quantities. 

Q. (By Mr. Farquhak.) Was not the reason why we exported steel plates the 
fact that they had a demand there and we had none here? What other reason 
have you got for it?—A. There was a demand there. There might have been a 
demand here at the same price. 

Q. That may be, but it was not so as a business proposition?—A. There was a 
demand there at that price. The question is whether there would have been a 
demand here at the same price at which they were selling to foreigners. 

Q. But we are not advised, this commission or anybody else, that the same 
price was offered there and refused?—A. What? 

The same price that was offered to the American builder that was offered to 
the foreign builder, so we were where we had always been in this country.—A. 
I do not know that they have ever been offered, but while—and this comes to 
me by hearsay, so it has to be taken for what it is worth—the price has been 
asked, and found to be higher than that at which similar commodities have been 
sold for at the same time on the other side of the Atlantic. 

CJ. (By Mr. Kennedy.) Were you familiarwith the subsidy bill that was pend¬ 
ing in the last Congress?—A. I was. 

Q. Do you understand that if Mr. Morgan had been the owner of these steamers 
that he has recently purchased at the time such a bill as that became a law, that 
he would get any benefit from that subsidy law?—A. It would depend on the date 
fixed in the law concerning the time of ownership. If the bill had been so drawn 
that any owner of a foreign-built ship, owning that ship on the 1st of July, 1901, 
could get a subsidy, he would have one. The date was a shifting one. What 
would have been the date when the bill finally passed no one could have foretold. 

Q. Do you think that if that bill should be introduced and passed in the next 
Congress that these vessels that have been recently purchased would get the 
benefit of the provisions of that law?—A. I do not think it will pass unless they 
get the benefit. 

Q. That is all I want to ask. [Laughter.] 

Q. (By Mr. Clarke.) What is your understanding of the relative labor cost 
of constructing freight vessels of steel in foreign shipyards and in this country?— 
A. I think there would not be at the present time much difference, provided you 
carried your vessel up to a tolerable high state of finish. I think quite likely 
that at this time, for a roughly constructed freight steamer, the labor cost of 
building here would be greater, even if the plates could be obtained at the same 
price, than it would be on the Tyne. There is always a difference. It is cheaper 
to build a freight vessel on the Tyne than on the Clyde, although they are both 
in the same country. One locality builds one class of vessels and the other 
another; and I think it quite likely that it could be built on the Tyne cheaper 
than here. But we have in this country a great advantage in the matter of labor. 
We hear a great deal of talk concerning its high cost, and less about its daily 
efficiency. On the occasion that I was speaking of, of going through the large 
shipyard on the Clyde, the chief of the house told me that he was able to get 
only about 4 days’ work a week from his men; that it was the rarest occasion 
that the best men came to the yard in a condition to do work until Wednesday— 
usuallyabout Wednesday noon. It took them that time to sober off after Sun¬ 
day. He said this was one of the most serious obstacles that they had to contend 
with, and that it struck down his best men, as a rule. I found it true, through 
almost all of the northern part of England and the southern part of Scotland, 
that the loss to labor and capital in consequence of excessive drunkenness was 
something which Americans—unless they have been through those large industrial 
establishments—have no conception of. It is a condition which puts us—where 
this evil does not count as a practical factor in our operations—at a tremendous 
advantage in all industrial undertakings. 
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Q. (By Mr. Phillips.) Do you believe with Mr. James J. Hill that ships can 
be constructed in this country as cheaply as they can on the Clyde?—A. I think 
with the same cost of raw material—I will include that—that a great number of 
large vessels can be built as cheaply here as they can there. 

Q. He makes that assertion?—A. Well, he ought to know. 

Q. (By Mr. Kennedy.) It might be said that he might change his mind on that 
question because he did not come out in favor of the subsidy bill last winter. 

Mr. Phillips. Well, he made this statement in Chicago while this subsidy bill 
was pending, and was so quoted in the newspapers. 

Q. (By Mr. Farqchar.) While you were speaking about the purchase of these 
boats by Mr. J. Pierpont Morgan, the Leyland Line, do you know what per cent 
they paid annually, the Leyland Line?—A. It has been a very profitable line. It 
has been a close corporation and it has not disclosed the amount of dividends 
paid; but it is currently reported that it has paid 15 to 20 per cent a year. 

Q. It has been said it was 15 per cent?—A. I beg pardon? 

Q. Take the proposition that it was 15 per cent.—A. As I said before, it has 
paid this on a capital that has represented 7 distinct waterings; that Is, in stock 
dividends. 

Q, (By Mr. Litchman.) Then they water stock across the water?—A. Oh, yes; 
they are adepts at that. 

Q. (By Mr. Farquhar.) Now, when the question is asked about the effect of 
the subsidy on Mr. Morgan, if he has purchased the line for a large sum of money 
on the stock and they make from 10 to 20 per cent there, do you think Mr. Morgan 
needs any subsidy to run his line?—A. I did not suppose the bill was based on 
needs. 

Q. Do you think there is any necessity for Congress to give it to him?—A. No, 
I do not think there is any necessity for Congress to give it to him or to anybody 
else. 

Q. Well, do you think the purchase of that amount of tonnage by Mr. Morgan 
there, that Mr. Morgan’8 plans are simply tho fact of owning the tonnage and 
boats there as a productive industry, or that it is really an extension of the trans¬ 
portation features of the American continent into Liverpool and Southampton 
and Antwerp and elsewhere?—A. Oh, I think you are right that this is simply a 
development of his general system of transportation. 

Q. (By Mr. Clarke.) Would you see any objection to this country granting 
precisely the same subventions that other countries grant for rehabilitating the 
merchant marine?—A. Which other countries? 

(J. In countries with which it would have to compete?—A. I should see no 
objection at all to our copying the English system under like conditions. I may 
say, answering your first question, that I went before the Committee on Com¬ 
merce of the House a year ago. when it had the bill under advisement, and said 
that, while I did not believe in subsidies in the least and thought they were 
entirely useless, it seemed to me that there should be a brief amendment put into 
the bill, if it were going through, which would give to me, or to anyone else who 
did not want a subsidy, but was prepared to carry my business on on business 
principles without aid, the right to purchase my vessels wherever I saw fit. If 
those who built vessels in America, or who before a certain time owned foreign 
vessels and should agree to build an equivalent additional American tonnage, 
were to get a subsidy, that was granting logical protection to the American ship¬ 
ping interest. It was direct protection, instead of the customary method of indi¬ 
rect protection. But I never understood that the system of protection intended 
prohibition; it was simply to give a certain advantage to a national industry. 
If, after granting this direct protection, the law that prohibits the purchase of 
foreign-built vessels was repealed, I would, if I were a member of Congress, under 
suoh conditions, believing that the subsidy feature would fail, and feeling sure 
that under the other conditions the commerce of the country would grow, vote 
for the measure, subsidy and all—that is, taking the two together. 

Q. (By Mr. Farquhar.) Now, Mr. Howes, about what amount of money do 
the Americans pay for the carriage of their goods to Europe and elsewhere?—A. 
That depends upon what you mean. You can not very well compel an English¬ 
man to pay you for transporting goods over to England and then also pay you 
for transporting goods back again. We must limit ourselves either to the export 
trade or to the import trade. 

Q. Take the joint exports and imports; how much does it cost the Americans?— 
A. I do not know that it costs- 

Q. (Interrupting.) To use foreign tonnage, to pay foreign tonnage—how much 
money?—A. I think perhaps what we should legitimately pay them would be 
perhaps $25,000,000 or $30,000,000 a year. 
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Q. How much does it really cost, then, to carry the American exports and 
imports? We only carry 8 or 0 per cent of them.—A. Yes; 8. 

Q. Well, whatever it may be—8 or 8 percent. What does that 8 or 9 per cent 
cost the freighter?—A. I think, so far as the imports are concerned, those enter 
as a factor into the cost as a nation; so far as the exports are concerned, they do 
not enter at all. The English buy grain in Chicago, and they pay the transporta¬ 
tion; we do not pay it. 

Q. Would you say it is from $175,000,000 to $200,000,000 a year paid in cash?— 
A. Nothing like it; nothing like it. 

Q. How much?—A. It is simply guesswork, but it can not be that. I should 
say $30,000,000 or $40,000,000 at the outside. That would be our import trade, 
which is all we can legitimately claim. We can not expect that the foreigner is 
to allow us to carry our goods to him and carry his goods to us. If we divide, 
that is all we can expect; and all that is rightly ours is what we import. If I buy 
1,000 bales of jute in Calcutta and I bring it to this country, why, it ought to come, 
we will say, on an American vessel. The American tonnage even at the present 
time is carrying a great deal more of the import trade, and always has, than of 
the export trade. Last year we carried between 13 and 14 per cent of our import 
trade and only about 6 per cent of our export trade. If an Englishman buys 1,000 
barrels of flour or 500,000 bushels of wheat in Chicago, he has the right to say how 
he will carry it. We can not expect to carry it for him, except to carry it over 
our railroads and deliver it to him at his vehicle, wherever that is. 

Q. So you would say, then, that it only costs the American freighter for 12 
months about $30,000,000 a year?—A. I should say probably about $40,000,000 a 
year. 

9- Have you seen any figures different from that?—A. I have seen a great many 
which I did not believe in the least. 


Q. In what way?—A, I think they were overestimates. 

Q. What do you make the basis of your estimate in finding the freight rates?— 
A. On the average of freight rates on the quantity of stuff we import. 

Q. What do you calculate in the ton? What figure do you make in calculating 
the tons, as all other people do?—A. There is no fixed charge, because it depends 
on where the bulk of your business comes from. If it is a long distance, it is 
quite high; and it dopends also on the character of the commodities offered. 
Some are expensive and some are cheap goods. Now, you have to take into 
account that while'with the magnitude of our export and of our import business 
the tonnage is tremendous in tile exports, because we export bo much grain and 
so many things of bulk rather than of value, our import business is in tonnage 
relatively small. That is, what we bring into this country, as a rule, are goods of 
a relatively high cost. They take up very little space, and do not represent a tre¬ 
mendous amount in the cost of transportation. 

Q. Is there any agreed figure at all about the freight per ton on the average of 
all the imports and exports of a nation?—A. I do not think there can be. 

Q. Would you take Mulhall as an authority? Would you take the British Board 
of Trade as an authority?—A. Yes; very good authority. 

Q. Have you ever seen any figures where it had been figured at $15 a ton, and 
that it cost this country $180,000,000 to $200,000,000?—A. I have seen in Mr. Cham¬ 
berlain’s reports something to that effect, I think, but I did not take any stock 
in it. 


Q. Do you know that that is usually the figure that is used there in Great Britain 
by the British Board of Trade?—A. Fifteen dollars a ton? 

Q. Yes.—A. It is possible. I did not know that. I beg your pardon, but I would 
like to ask you one question as to how large a part of that is based on wheat that 
is now being carried across the Atlantic at 2 cents a bnshei? 

G. That is inclusive of every single thing on the British import line.—A. Imports, 
not exports? 

Q. Exports, not imports.—A. I have not seen that statement. 

Q. What I wish to say is that this has been the general figure of statisticians. 
Whether it is true or not, I am not pretending to say. Now, suppose it is 
$100,000,000, or $75,000,000, or $50,000,000, is it not a good deal better, then, that 
the Americans should have that profit, as long as we could get a friendly bottom 
or friendly ship to carry that to America, than for the whole of our business to be 
controlled by foreigners?—A. I do not consider that represents profit. If it was 
$100,000,000, if that were the cost, it might be done at cost prices. It may be no 
more than the labor is worth. If we were to divert that $100,000,000 of freight, 
were to pay a subsidy equivalent to it, we should simplv pay that in addition to 
payingfor the service that was rendered. 

Q. Well, I am not talking about paying it out in subsidies. I am talking about 
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keeping it inside the United States.—A. Other things being equal, it is more desir¬ 
able, no doubt, to do as much of your own business as you can, if you do not have 
to pay too much for it. 


Q. It would be the thifty way to do it?—A. Yes. 

Q- (Bv Mr. A. L. Harris.) Is there any other way of estimating the cost of 
freight, by per cent of the value of freight?—A. I suppose that there might be, 
but it is very difficult to figure. It is not only a very difficult thing to determine, 
but your basis of calculation varies every week. The quantity and distance of 
shipments vary, and then the price charged varies according to classification; so 
that it is about as nearly guesswork as any statistical compilation you could 
possibly make. 


Q. I have seen, of course, the amount of freight carried stated and the estimated 
cost of carriage at 10 per cent, making out, of course a large amount paid for the 
transportation of American freight.—A. I do not believe that that basis is at all 
to be depended upon. 

Q. Ten per cent, I believe.—A. Take it at the present timo—the rates on our prod¬ 
ucts. A bushel of wheat is worth GO or 70 or 80 conts a bushel; the export charge 
is 2 cents; on corn the export charge would be 2 cents and the price less, of course; 
and rye in like manner. Now, on cattle the cost of carrying is very much less 
than 10 per cent; so if you go in this way through the great items of exportation 
you will find that the freight rate does not come anywhere near 10 per cent. 
There are, no doubt, certain articles, where the value is very small and the bulk 
large, that 10 per cent would constitute a fair freight charge; but I should say, as 
an average, it would be very excessive. 

Q. (By Mr. Clarke.) On imports it would be still less, would it not?— A. On 
imports it would be rather less, I should think; values enter so largely into the 
question. 

Q. The agent of one of the lines in Boston told me that the cost of freighting 
some articles from Europe to this country was probably less than one-tenth of 1 
per cent of the cost. Would you think that unreasonable?—A. I should say on 
cases of silk from Liverpool to Boston, coining from Lyon and across in that 
way, that that would be probably a fair estimate. 

Q. (By Mr. Phillips. ) Recurring to the subsidy just a moment, is it or is it not 
a fact that Norway and Sweden have developed their merchant marine more 
rapidly than other nations without subsidy?—A. 1 should hardly say that they 
had devoloped it more rapidly. Sweden certainly has not; Norway has. Norway 
has been doing a great tramp business, so that Norwegian steamers carry a very 
large share of our foreign business. They employ their vessels precisely as Ameri¬ 
can vessels were used 40 or 50 years ago, in business all over the world, and have 
been very successful. The profits they have made have been very large. 

Q. And yet they have no subsidies?—A. No subsidies. A very large part of the 
Norwegian steamers, however, are built in English and in Scotch shipyards. 


claim of those who say that only on imports the Americans pay freight. Is it not 
a fact in the internal commerce of the country that the great majority of sales 
are made delivered; in other words, the manufacturer paying the freight?—A. 
That is done to some extent. 

Q. That is quite a common custom?—A. I think it is. 

Q. Do we understand in the exportation of goods the contrary is the custom?— 
A. I do not say that is the case. I say that you can not figure on crediting or 
debiting the United States with both the exports and the imports; you must choose 
one or the other, and the imports would perhaps seem the more natural choice. 

Q. Would it not be a fairer way to say wo should divide on a combination of the 
whole?—A. We have not been willing to divide. We have claimed it all hereto¬ 
fore. I do'not know that it would matter much. I said that merely because I 
noticed in going over the statistics of our shipping business that through the 
whole series of years, even from the very first, we nave carried a much larger 
proportion of our import business than our export business. 

Q. Take the exportation of wheat, for instance. Do you know whether it is the 
custom for the exporters of this country in Chicago or in the Atlantic seacoast 
towns to sell the wheat in this country or sell it delivered in Liverpool?—A. It is 
a double transaction as a rule. I think a man buys in Chicago so many thousand 
bushels of wheat, provided it can be landed in London or Liverpool at a certain 
price. 

Q. In other words, it is sold delivered?—A. It is frequently sold that way. Then 
there is ft good deal of spot wheat purchased in Baltimore, Philadelphia, and New 
York, and the English purchaser makes his own trade in chartering vessels to 
carry it. 
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Q. That would apply principally to the portion of wheat carried in tramp steam¬ 
ers?—A. It is perhaps a larger proportion of that. The freight rate may and 
undoubtedly does enter into the price in these through bills of lading. 

Q. (By Mr. Kennedy.) If our merchant marine were on an equality with that 
of Great Britain would it not then be simply a matter of competition, and the one 
giving the best terms for both import and export would get the majority of 
both?—A. Probably, assuming the facilities were equal. We used to beat them 
in facilities, and I hope we should do so again. 

Q. (By Mr. Clarke.) Is not the argument for free ships equally an argument 
for free imports of other manufactures?—A. Not necessarily, for this reason: 
The free-ship idea has been to confine foreign-built vessels sailing under the 
American flag to the foreign trade. The introduction of free goods to this coun¬ 
try means they are to be used in competition in this country itself. When a vessel is 
engaged in foreign voyages, whether American, English, Norwegian, orany other, 
she has to meet the world’s conditions. Nothing that we can dc can determine 
the results one way or the other—nothing we can do nationally. For that reason 
all must stand upon practically a common basis. If they can build their ships 
cheaper than we they have that much advantage over us; and the only way in 
which we can make headway is to get our ships as cheap as they do, and then 
the best man will win. 


Q. (By Mr. Litchman.) One question right in that connection. What would 
you think would be the effect of applying to our foreign commerce the same pro¬ 
vision of the navigation laws that has given to ns the exclusive control of our 
coastwise trade?—A. In what way do you mean? By not allowing any other ves¬ 
sels to come in? 

Q. Not giving clearance to any other vessels.—A. I think it would lead to one 
of the worst commercial wars the world has ever seen, and that we should come 
out of it losing more than we could by any possibility gain. 

Q. Has that been the effect in the coastwise trade?—No; that trade is our own. 
We are asking foreign nations to buy of us and would be, at the same time, by the 
plan suggested, throwing an obstacle in the way. 

Q. (By Mr. Farquhar.) I presume you would open the lakes to the free trade 
so the Canadians could build for ns?—A. For trade between Canada and the 
United States—not coastwise trade, 

Q. Do you think it is a disadvantageous condition that the lake trade is in now, 
under present restrictions which we have there on Canadian shipbuilding and 
Canadian traffic? Do you think the Americans suffer from it much?—A. I do not 
think they suffer, but I think if the restrictions now existing were taken off 
that most of the Canadian vessels would be built in Cleveland and Detroit and 
not on the Canadian side. 

Q. There would be no necessity for the present law if that would be the fact?— 
A. So long as there are restrictions on one side there are apt to be on the other. 

Q. Could you find a shipowner or shipbuilder who would agree to open the 
whole of that trade to the Canadians or to foreign-built ships that enter the trade?— 
A. I did not know there was any proposal to do that. The proposition simply was 
for vessels in the foreign trade. 

Q. That, of course, is foreign trade; no doubt about that.—A, If the vessels on 
the lakes were restricted to voyages between the United States and a foreign 
country, they would have a very limited field of operation. It would hardly pay 
any shipowner, as you must realize, to put money into a vessel of that kind. He 
would want a vessel on the lakes that ne could employ between any of the lake 
ports. Most of the business on the lakes is the transportation of ore, wheat, and 
coal between Lake Superior and the lower lakes. 

Q. Of oourse it is in the hands of Americans and they are American ships, and 
American money in the furnishing of them. It is a practical way of,doing busi¬ 
ness and a very good law that shuts out the Canadian from cutting us on rates.— 
A. 1 have no fear of the Canadians cutting under us. 

Q. These foreign ships that you would buy in Europe you would give full 
American registry to?—A. Yes. 

9 . So they could go into the coastwise trade?—A. I have tried to make that 
point clear. I said simply engaged in foreign voyages. 

Q. Are you sure any law could be made to keep the American ship out of the 
coastwise trade—under American registry?—A. If that is legally impossible, then 
Congress is attempting every year many much more difficult tasks. It would be 
just as easy to restrict a vessel of that class from entering into the coastwise trade 
as it now is to prevent a foreign vessel from entering it. 

Q. (By Senator Kyle.) You might proceed now with the third division of 
your subject.—A. I wish to call the attention of this commission, as vice-ohair- 
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man of the Boston Chamber of Commerce committee on reciprocal trade with 
Canada, to the necessity of formulating some trade treaty with Canada within a 
very short time if we are to maintain and increase the trade we have there. I 
think it is appreciated by very few that the trade which the United States has 
with Canada is the best trade relatively that we have with any foreign country. 
Man for man the Canadians are the largest purchasers that we have. We are 
living in an era of trade extension when we wish to obtain our markets all over 
the world wherever we can secure them; but it is too often overlooked that the 
markets of the United States—the markets of a great manufacturing people—are 
chiefly to be found among those who may be termed a corresponding people; 
that is, a people having essentially the same tastes and habits that we have, and— 
what is quite as essential—who possess the wealth enabling them to purchase the 
goods which we have for sale. There is no people on the face of the earth that is 
so nearly like ourselves as the Canadian people. In fact, the Canadians resemble 
those of us who live along the northern border quite as closely perhaps as the 
people along the northern border resemble those who live in the Gulf States. 
We are practically alike in our political, social, aud industrial conditions. 

The Canadians have recently found in the United States a market in which they 
can purchase to better advantage than elsewhere the goods that they need, that 
satisfy their habits and tastes; and what is more they have the money to pay for 
these. 

We have frequently had it urged that in seeking to establish reciprocal trade 
relations we should turn to countries which are unlike ours, which produced goods 
that we do not produce, so that the exchange would not be of what might be 
termed equivalent, but an exchange of dissimilar commodities. That, it seems 
to me, is a mistake, for the business of a country such as ours must to a large 
extent be carried on with those countries that are producing much the same 
goods that we produce, only under different conditions. 

Take for example our internal trade or interstate trade, such as that between 
the States of New York, Pennsylvania. Ohio, and Massachusetts. This is probably 
more than equal in volume to the entire export and import trade of the United 
States. Yet each of these 4 States, which is every 24 hours exchanging goods 
by train load after train load, is producing practically the same things that the 
others produce, only under those slight varying conditions which lead to the mak¬ 
ing of a better market in one place than another. 

I had brought forcibly to my mind the difficulty in the way of selling goods in 
a country which does not produce what we do during the time that I was in the 
Pacific Mail service. A part of that time I was employed on the steamers between 
Panama and San Francisco, and once a month the steamer which left Panama 
stopped at the port of Manzanillo, on the Mexican coast, for the purpose of land¬ 
ing there goods intended for the city of Colima, which was located 70 or 80 miles 
back in the mountains, and to which these were carried on mule back. This was 
the only means of access to the outer world that the city of Colima possessed, and 
all the trade that it did with the outer world went through that channel. The 
goods were sent from New York, Liverpool, London, Southampton, and Ham¬ 
burg, were landed at Aspinwall and earned across the isthmus to Panama, and 
once in a month were put on board the steamer which made this delivery. Now, 
I happened to be on the steamer that took that cargo up the coast on several dif¬ 
ferent occasions, and as freight clerk I had to discharge it. Colima is a city of 
about 100,000 people—that is the number of the people living in the city and imme¬ 
diate suburbs, yet the total amount of goods from the outer world that this city 
needed once in a month would have just about filled one respectable freight car. 
That constituted the needs of its people. 

Now, the American manufacturer might send a traveling man through Mexico 
to build up that class of trade, and yet if the latter made a most successful trip 
his' employer could not possibly get half enough out of it to pay his “ drummer’s ” 
traveling expenses. The need there is for teachers, missionaries of civilization, 
to bring the people into a condition to use American goods. 

If you go to Canada and you find the conditions reversed—the market is already 
made—the people ready and willing to purchase of us, rather than of anyone else, 
even when there are obstacles in the way. 

Last year they purchased of us on a per capita basis—calling the Canadian people 
8,000,000, for that is what they claim—$17.50 per capita. The United Kingdom, 
which is our next largest purchaser, took $13.25. Germany took $3.60, but I think 
in the Treasury records there is a mistake, because there is a great deal credited to 
the Netherlands and to Belgium—goods which enter at Rotterdam, Antwerp, and 
Amsterdam, and are carried from there to Germany; hence I venture to say that 
Germany purchases of us $5 per capita rather than $3.60. Argentina took $3, 
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Mexico $3.65, France $3.15, Italy $1.10, Japan $0.70, Brazil $0.60. The 6,000,000 
people in Canada purchased of us last year more than the 60,000,000 people who 
live on the American Continent south of the Rio Grande. 

What is more, the Canadians purchased of us the goods that we most wanted 
to sell—the goods that yielded the best profit. I wish, for the information of the 
commission, to go through a comparative classification which I have made of the 
classes of goods which we buy of them and the classes of goods which we sell to 
them. I have taken the larger items from the report of the Canadian minister 
of commerce, because our reports do not classify them in this way. Carriages, 
carts, and bicycles, we bought last year, in value, of Canada $17,689 and sold 
$1,325,407. In 1894—six years ago—our sales were only $350,000, showing an 
increase of fivefold in that time. Breadstuffs and grain, we bought $421,318 and 
sold $7,866,831. Of these sales the larger part was indian corn, which we can 
grow to better advantage than the Canadians. Animals, we bought $3,078,807 
and sold $546,083. These animals that we bought were of all sorts—horses, cat¬ 
tle, hogs, and sheep. Our sales were largely horses, and were sent mostly from 
Washington into British Columbia, where the agricultural conditions are not as 
good as ours. Fish, we bought $3,641,373, of which $1,380,000 were lobsters, which 
are drawing toward extinction in our country, and we sold $484,545 worth of fish, 
which was to quite an extent oysters, which we can raise better than can the 
Canadians. Hooks, nets, and seines, we bought none and sold $305,224. Silk and 
silk manufactures, we bought none and sold $549,805. Cordage and twine, we 
bought $36,109 and sold $978,850. The larger part of this was binding twine, 
which we sold to farmers in Ontario and up in the Saskatchewan Valley. Manu¬ 
factures of rubber and gutta-percha, we bought none and sold $2,651,118. Glass, 
wt bought none and sold $535,000. Hay, webought$715,000andsold$88,000. Our 
purchases of hay last year were larger than on ordinary occasions. Last year 
was, as you may remember, in the northeastern part of the country, a very dry 
season. We ran short of hay and had to purchase it where we could get it. In 
1899 we purchased $118,000 worth, and in 1898 $24,000 worth, and in 1896 
$1,640,000. Whenever the crop in hay is short in this country we cross the border 
to get it. Paper, we bought $23,000 and sold $1,043,000. Vegetables, we bought 
$149,000 and sold $829,925. Hides and skins, we bought $1,896,635 and sold 
$2,128,488. Provisions, webonght$38,944 and sold $1,797,078. Leather and manu¬ 
factures of leather, we bought $45,308 and sold $1,610,090, of which $529,281 were 
boots and shoes. Books, we bought $52,400 and sold $1,095,019. Cotton and 
manufactures of the same, we bought $144,782 and sold of manufactured cotton 
$1,509,313 and of raw cotton $4,491,575. Our trade in cotton-manufactured goods 
has gradually fallen off, as the year before last we sold $200,000 more than last 
year. The differential duty favoring England—which I shall explain to you in a 
minute or two—is telling materially on our Canadian sales of manufaotured-cot- 
ton goods. Fruit, we bought $256,433 and sold $2,288,828. Our purchases were 
to a considerable extent apples, and our sales were largely subtropical fruits and 
fruits such as peaches and the like which we raise in the Middle and Northern 
States. Hats, caps, and bonnets, we bought none and sold $844,548. Electrical 
apparatus, we bought none and sold $847,000. Plants, we bought $3,500 and sold 
$317,000. Seeds, we bought $61,500 and sold $1,740,000. Drugs, dyes, and chem¬ 
icals, we bought $48,657 and sold $2,144,538. Wood and manufactures of wood— 
this is where they get the advantage of us—we bought $14,087,088 and sold 
$4,806,547. Coal, we bought $4,026,608 of bituminous coal and sold $4,859,742 of 
bituminous coal and $7,108,624 of anthracite coal. The trade in bituminous coal 
between Canada and the United States is about an even exchange. It is largely 
a question of geographical location. The Canadians have not developed coal 
mines to any extent in the interior regions. They have none until you get west¬ 
ward pretty well out to the Rocky Mountains, where they are opening some mines 
now; hut they have very good bituminous coal deposits at the two extremes. 
We have no bituminous coal on the Atlantic or Pacific water front, but we have 
it very largely in the center of the country. 

Q. (By Mr. Clarke.) Is there not some on the Pacific?—A. Do you mean on 
Puget Sound? 

Q. (By Senator Kyle.) There is some in Washington State.—A. I went 2 years 
ago on Senator Perkins’s line of steamers to San Francisco from Seattle, and on 
(me trip I asked the engineer, “What coal are you using?” He said, “From 
Nanaimo.” I said, “ How is that? Don’t you use the Puget Sound coal? ” He 
said, “ Our company owns mines there, but it is not good steaming coal. It is 
shaly.” I found that in San Francisco they much prefer coal from Sydney or 
from Nanaimo. 

Q. In British Columbia?—A. Yes. Take it on the map here (indicating on 
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map]. We supply Canada with bituminous coal from a point about 150miles 
west of Montreal. There the coal from Pennsylvania ana Ohio begins to come 
in. From there we run nearly to the Rocky Mountains, supplying the interior 
with bituminous coal. The Canadians supply us to some extent at both ends. 
On the Pacific, as I have said, there is no good coal that can be obtained from 
domestic sources, so it is supplied from Canada or New South Wales, in Austra¬ 
lia. In New England our bituminous coal comes chiefly from the mines in west¬ 
ern Maryland and West Virginia. Now, the cost of mining coal at the pit’s 
mouth is as high in Nova Scotia as in West Virginia, if not higher. The mining 
in West Virginia is largely carried on by negro laborers at a low scale of pay. 
The coal of Nova Scotia is mined by white people, who are paid a higher rate of 
wages. At the pit's mouth there is not much difference, though the difference is 
in favor of West Virginia and Maryland; but the railroad haul to get this latter 
coal to tide water involves an average expense of about $1.25 a ton, and this is 
put on the price of the coal. The mines of Nova Scotia are practically on the 
water front. There is a haul to Louisburg in the winter time, but this is a trifling 
expense compared with the railroad expense in Maryland and West Virginia. 
We in New England are now paying for that railroad haul. It is a condition that 
can never be changed. You can not change it by protecting the business from 
the present time to the day of doom. There will always be that disadvantage 
against us. Our natural source of supply is in IN ova Scotia, which is almost on 
our water front, with no greater water carriage than there is from the capes of 
the Chesapeake to Massachusetts Bay or the coast of Maine. This is a tolerably 
even exchange of equivalents. One country supplies the deficiencies in the center 
and the other at the extremes. When we put a duty on bituminous coal Canada 
puts it on, and when we take it off Canada takes it off. 

Metals and metal manufactures is one of the most important items in our Beries 
exchange—the most important so far as our sales are concerned. We have been 
purchasing to quite a large extent the raw minerals of Canada. For example, we 
bought of gold quartz $14,185,000. It enters in as an element of trade, but it is 
about as crude an element as you could possibly get. Copper ore, we bought 
$1,387,000; silver ore, $1,350,000; nickel, $1,040,000; lead ore, $621,280. A large 
part of this came down from the Kootenai district in Canada, and went to the 
great smelting centers of Montana, furnishing there the variations in ores 
needed to get the proper flux in smelting various forms of metals. We do not, on 
the other hand, sell to the Canadians ores or crude metals. Wesold them our metal 
manufactures in the following order; Manufactures of copper, $1,930,000; agri¬ 
cultural implements, $1,905,000; machinery, $4,821,000; miscellaneous iron and 
steel manufactures, $16,476,000; making a total sale of manufactured metals last 
year of $27,707,000. Now, when you take into account that no longer than 5 
yoars ago instead of selling them over $27,000,000 of this class of goods we sold 
them only $8,650,000, you will see the enormous increase that has been made in 
the absorption by Canada of our metal-manufactured wares. 

But to put tho classification in a little different form. The Canadians classify 
their sales in foreign countries by the products of the mines, fisheries, forests, 
animals, agricultural products, and manufactured wares. Now, I will first take 
4 years ago—1896—and then last year. In 1896 we bought of Canada, products of 
tho mines, $7,438,000, and sold $9,222,000; fisheries, $3,302,000, and sold $322,000; 
forests, $13,528,000, and sold $2,732,000; animals, $3,341,000, and sold $2,308,000; 
agricultural products, $8,233,000, and sold $10,124,000; manufactures, $2,531,000, 
and Bold $28,184,000; that is, our total purchases of them in these lines were 
$34,873,000 in 1896, and we sold them $52,892,000. Last year, 1900, the Canadians 
sold us of the products of their mines $14,135,000 worth of gold quartz, and a total 
of mine products amounting to $23,700,000, and we sold them of the products of 
our mines $11,600,000; of fish products, we bought $3,689,000 and sold $484,000; of 
products of the forests, we bought $12,805,000 and sold $5,200,000; animals, we 
bought $5,326,000 and sold $8,420,000; agricultural products, we bought $2,041,000 
and sold $19,080,000; manufactures, we bought $4,857,000 and sold $61,362,000. 
In other words, we sold to the people of Canada of our manufactured wares more 
than $10 per capita. We sold m Canada last year nearly as much of our manu¬ 
factures as we sold of these to the entire world in 1870, and about one-sixth as 
much as we sold to the entire world last year. 

I have emphasized this point because our people seem to overlook the existence 
of this enormous trade, one that is closely connected with us—on our very border. 
They do not realize that this trade gives employment to every department of 
American industry, from the time of taking the materials from the mines and the 
fields, and, while they are carried in their half-finished condition, through factories 
and workshops, into the stores, up to the time that they are transferred, in a fin- 
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ished state, ready for consumption, into Canadian hands. This is a class of business 
that needs to be encouraged, because it gives employment all along the industrial 
line, and gives a profit all along the same line. This trade is infinitely better than, 
that which consists in digging the same amounts in value from the earth, orreapU 
ing it in the field and sending to foreign markets for sale in crude forms, for the 
reason that the manufactured commodity represents vastly more employment to 
American labor and larger returns to American capital. 

Now, these Canadian trade conditions are eminently satisfactory, but the diffi¬ 
culty is they are not likely to continue so, unless we are prepared to do something 
toward meeting Canadian wishes in the way of giving her a market for what she 
has to sell. 

Q. {By Mr. Farquhar.) If you would touch on the British differential now.— 
A. I am getting to that. The Canadians, about 4 years ago, proposed by act of 
Parliament to grant to any other country that would give to Canadian products 
what Canada considered equivalent tariff conditions a concession of 12i per cent 
in the then duty, this to be increased the next year to 25 per cent. At the time 
there was no country prepared to take advantage of this offer except Great 
Britain, for Great Britain charges practically no duty on any Canadian product, 
except possibly Canadian whisky. For a time, in consequence of treaties with 
England, Belgium and Germany received this benefit until these treaties were 
denounced, as it is termed. Since then the English have enjoyed it without rivalry. 
Lately the differential has been increased to 331 per cent, so that Amerkan goods 
entering Canada pay 50 per cent higher duty than is paid by corresponding 
English goods. Still, in spite of this differential against us (which, as Canada’s 
duties average about 30 per cent, would amount on a shipment of $100 to a benefit 
in favor of England of $10, or in many instances the equivalent of a large profit 
on the sale), in spite of this difference American manufactures have entered Can¬ 
ada and in very many departments of trade have driven out the English manu¬ 
factures. In cotton manufactures the latter have been able to lessen our sales, 
but in little else. That is partly due to the fact that it is easier for the Canadian 
to get to the American market than to the English market. Orders can be trans¬ 
mitted in 24 hours and executed in 48 or 56 hours, and again, if there is any ques¬ 
tion about the goods whether or not of the kind ordered, the differences can be 
easily settled. Again, we manufacture goods more to the Canadian tastes than 
do the English. The Canadians are more nearly like ourselves, though they would 
deny it, than they are like the English and they favor our styles more generally 
than they do the English. These are factors in our favor; and yet a short time 
ago very few people would have believed that American manufacturers could go 
into a neutral market and compete with and defeat the English on such grounds 
as these. We now enter an English colony; we go there at a disadvantage, and 
yet we undersell England in that market. I think there has never been a more 
wonderful exhibition of the ability of the American manufacturer to make fine 
qualities of goods at low prices and his ability to sell these in foreign countries 
than has been afforded by this experience of the last 2 or 3 years in Canada. It 
shows that we are above all competitors and that there is no country in the world 
that can compete with the American manufacturer and the American working 
man, without regard to tariff. 

Q. (By Mr. Litchman.) Have you gone far enough to learn how much of that 
trade has been retained by selling at a price less for the same kind of goods than 
they hare been sold for in the American market?—A. I daresaythat is done. All 
nations do that every day. I do not think they are discriminating any more in 
Canada than in Germany, France, or any other country. No matter what condi¬ 
tions of tariff you have, that is a method of trade—of making slaughter sales in 
the foreign markets—that the manufacturers of ail countries employ. 

cy You are not like some economists who use that as an argument to take the 
tariff off?—A. No. Whether it is on or off trade of this kind will go on much the 
same. The future difficulty that we have to face is this; We have made great 
trade gains; but the Canadians are naturally dissatisfied. They sell us their crude 
commodities and that is all, and they do not sell a great deal of these, relatively 
speaking. They have a tremendous marketin England which they have built up. 
Their sales in England last year amounted to $107,000,000 in value, and in the 
future it will increase greatly on that. 

A few years ago we were blind enough to believe that Canada had no market 
other than that of the United States, and that our proper diplomatic course was to 
close that market and thus force the Canadians down on their knees to beg to be 
takenas States into the American Union. We never made a more fatal diplomatic 
error. We raised that class of resentment which we would have felt ourselves if 
the same policy had been practiced against us. The Canadians are an Anglo-Saxon 
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people and yon can not drive an Anglo-Saxon people, though yon may coax them. 
The result was that we built up for Canada a new market. Instead of the trans¬ 
portation Unes running north and south between their country and ours as they 
Should, we forced Canada iilto building the Canadian Pacific Railroad, thus par¬ 
alleling our railway systems. We forced Sir John Macdonald to adopt his 
“national” policy and to endeavor to build up manufacturing industries in 
Canada. We forced the Canadians to look across the Atlantic to England to get 
there the market which we refused them. Now they are independent of us 
so far as the market is concerned. They do not sell us enough to make it a vital 
question whether they do business with us or not. We are the petitioners. We 
see in Canada our best market: Canada sees nothing here that is seriously neces¬ 
sary to her welfare. The tendency has been and is to drive Canada away from 
us. Thus, in the future, if 33fc per cent differential is not enough, it will be raised 
to 50 per cent or 75 per cent, or it will be swept away by the federated empire of 
England and her colonial dependencies, a change which is by no means unlikely. 
In the transformations now taking place the old English free-trade system may go 
by the board, and England and her colonies find their advantage in trading 
between themselves and in supplying each other’s needs. This change may not be 
so far off unless we intervene; and, looking to our own interests, we are com- 

S elled by the necessities of the case to intervene. It is not altogether our Cana- 
ian market that is in peril. Of our enormous exports, more than half are sold 
to England and England’s dependencies and colonies. We can not afford to lose 
this EnglfSh market. 

If we can make a treaty with the Canadians which is satisfactory to them, and 
which gives to them something of a market here, we shall have a clutch on them 
which they will not care to break; and whatever may happen in other respects, 
this would be of distinct advantage to us. 

Now what are the obstacles? There are three conditions which we have to 


meet if we are going to make a trade treaty with Canada. We must make con¬ 
cessions in the duties on fish, lumber, and coal. So far as agricultural products 
are concerned—potatoes and eggs and goods of that kind—it is a relatively small 
matter. As we are now selling to the Canadians $19,000,000 worth of our agri¬ 
cultural products, it would seem to be rather discourteous to grumble because 
they sell farm products to the value of 2 or 3 million dollars to us. But on the 
larger items we must do something. 

The coal interests of Maryland and West Virginia are exceedingly strong, and 
they naturally object to anything threatening their New England market. 

As to the fish business, I have been a fisherman myself—a fisherman by descent, 
at least. We have the Gloucester fisheries held up before us as the “nursery of 
the Navy.’* What are you going to do, it is asked, to get the sailors to man our 
warships unless you protect the fishing industry in Gloucester? Now, I have had 
a strong interest in the fishing industry as long as it was American, but it has 
ceased to be an American industry. There is American capital invested in it 
and there are certain American officers employed on the fishing vessels. One of the 
members of your commission has lived there, and he will correct me if he thinks 
I am wrong. But the larger part of those engaged in the catching of fish are from 
Nova Scotia, New Brunswick, and Portugal. They are not American citizens. 
Some of the Portuguese will possibly become so, but those from the Provinces 
come there during the fishing season, and after this is over they go back home. 
Each year there is printed a list of tho unfortunates who have lost their lives 
by various disasters during the year—a most pathetic list and often a large one. 
Last year, out of some 50 or 60 men whose lives were lost—it may have been 3, but 
I am inclined to believe it was but 2 who were Americans, and these 2 were 
captains of vessels; the rest were foreigners. That indicates how little of an 
American industry it is when compared with what it once was. 

When we bad our war with Spain, the United States Government, having a 
notion that this was truth and not mere tradition, sent down two battleships or 
cruisers to Gloucester to exploit that nursery of the Navy idea and get as many 
men as possible. These stayed there nearly all the time of the war, and I think 
they enlisted a little over 300 men—that is about half as many as would be neces¬ 
sary to m^n one battleship. Boston is not a nursery of the Navy and never 
claimed to be, but we enlisted some 1,700 men during the same time. So I say 
this is fiction. Yet, when this matter is brought up in Congress you will hear any 
amount of elonuence about these poor men giving their lives to hard service, who 
must be looked upon to defend the honor or the flag on the seas if ever the occa¬ 
sion calls for it. The American does not like this fishing business. It is too hard 
a business for him. He can find better pay on shore and be with his family. 

The lumber interest, of course, is different. When our committee appeared 
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before the Anglo-American Commission, we were told that the lumber interest 
was one of the strongest in opposition to any change of this kind; and there again 
the reason is geographic to quite an extent. The market for lumber is largely in 
the New England and Middle States. It is a long haul from Minnesota and Wis¬ 
consin, and it is a short haul from Canada. The hard-pine lumber that comes in 
from the southern tier of States is also affected by its distance—a disqualification 
which can never be overcome by anything except a remaking of the world. 

What I desire, gentlemen, to impress upon your minds as representing the 
chamber of commerce, is that our interests in New England largely turn us 
toward our northern neighbor. We look upon Canada as fairly tributary to our 
market; we believe that the border line is largely an artificial one, and that as we 
are, to quite an extent, cut off from the West, we should have the right, as far as 
possible, to exploit the country to the north and east of us. If Canada is ever to 
be made a part of the United States it must be by drawing the Canadians to us 
with the strongest possible bands of trade. 

Q. (By Mr. Clarke.) Do you know of any willingness on the part of the gov¬ 
ernment in Canada to negotiate a treaty?—A. I am inclined to believe that there 
would bo no difficulty in making a treaty on the ground of equivalent conces¬ 
sions, without regard to the special products. 

Q. Is it not within your knowledge that special efforts have been made several 
times in recent yoars to come to a basis of agreement and a common understand¬ 
ing, and that the rock upon which they split every time has been the classification 
of articles?—A. Well, I know the rock they split upon very largely was’the lum¬ 
ber interest. That was one part of the classification, no doubt. I had that 
statement, in effect, from Mr. Dingiey, and I suppose that he knew. He was a 
member of the commission. 

Q. (By Mr. Litchman.) Iti what section of the country did thatmanifest itself 
most strongly?—A. The most prominent opponent was the distinguished Con¬ 
gressman from Minnesota, Mr. Tawney. 

O. Did it affect the lumber interests in Michigan?—A. Oh, no; Michigan is 
no longer the center of the lumber industry. 

Q. (By Mr. Clarke.) Is not the manufacturing industry in Canada generally 
opposed to a reciprocity treaty?—A. I dare say it is. It is also opposed to a dif¬ 
ferential tariff with England, but this does not seem to make any difference in 
the policy of the Government, however. 

Q. Is it your plea that this differential of theirs stands in the way of a reci¬ 
procity treaty?—A. I do not think so. I think very likely it was initiated for the 

E urpose of forcing something of the kind. I think it has now obtained such 
eaaway that it is working out its results on its own grounds. 

Q. If Great Britain puts an export duty on bituminous coal, do you think there 
would be any import of that coal to this country?—A. Imports from where? 

0. From Wales?—A. No; there never has been for years; there would not be 
under any circumstances. 

Q. You think it would be, then, about an even exchange so far as coal is con¬ 
cerned?—A. Between the United States and Canada, yes. 

Q. And to the accommodation of the people in the extremes of the continent?— 
A. Yes, I think so; I think there would be an increase of trade on both sides. 

Q. Is it your opinion that this country should make Overtures to Canada for 
reciprocity?—A. I think it would be desirable. I think we have more to gain 
than Canada has. 

Q. (By Mr. Farquhar.) Is it not a pity to disturb the present balance of trade 
Which we have with Canada?—A. Well, this is one of those arrangements which 
should be made while we have the opportunity. You know the story of the 
Sibylline books, offered to one who would not take them when he could, and on 
eacn subsequent occasion the number was reduced and the price increased. It 
may be that way with us. 

(Testimony closed.) 


Washington, D. C., May 14,1901. • 

TESTIMONY OF MR. WILLIAM NICHOLSON, 

Manager Central Railway Clearing Home, Buffalo , N. Y. 

The commission met at 11.02 a. m.. Chairman Kyle presiding. At that time Mr. 
William Nicholson, Manager of the Contral Railway Clearing House, Buffalo, N. Y., 
appeared as a witness, and being duly sworn, testified as follows: 

Q. (By Senator Kylk.) You may state your name, address, and business to tfip 
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stenographer, please.—A. William Nicholson, Manager of the Central Railway Clear¬ 
ing House, Buffalo, N. Y. 

Q. Please tell the commission something about the organization of this clearing 
house, the purpose of its inception, its aims, and its methods. 

The Witness. (Reading): 

“central railway clearing house. 

“The olearing-house principle was made applicable to tho through freight traffic 
accounting of tne New York Central and Hudson River Railroad Company, its loased 
and operated lines, at the instance of Mr. John Carstensen, comptroller. 

“As a natural sequence, a clearing house was established at Buffalo, N. Y. (the 
geographical center of the system), for the purpose of handling certain details of 
through freight accounts for the allied roads terminating at the Niagara frontier. 
Its advent was publicly announced, and its authority sot forth by the executive 
departments in tne following circular: 

“ [New York Central and Hudson River Railroad Company, Lake Shore and Michigan Southern Rail¬ 
way Company, Michigan Central Railroad Company, New York, Chicago and St. Louis Railroad 

Company, West Shore Railroad, Pittsburgh and Lake Erie Railroad Company.] 

“February 10, 1899. 

“joint notice. 

“Mr. William Nicholson is hereby appointed manager of tho 'Buffalo Railway 
Clearing House,’ to be established April 1, proximo, and to havo chargoof all accounts 
and statistics pertaining to through freight business passing over tho above roads, 
now covered by through, joint, or fast freight line billing. 

“S. R. Callaway, 

li Prc8t. N. Y. C. and H. R. R. R. and leased lines. 

“W. H. Newman, 

“Prest, L. S. and M. S. Rwy. Co. 

“H. B. Ledyard, 

“Prest. M. C. R. R. 

“W. II. Canniff, 

“Prest. N. Y. C. and St. L. R. R. Co. 

“J. D. Layng, 

“ Vice-PresL ft'. S. It R, 

“J. M. SCIIOONMAKER, 

“ V. P. and (I. M. P. and L. E. It R. Co. 

“On February 21, 1899, a meeting of tho chiof accounting officors and auditors of 
freight accounts of the Bystem roads was held in New York City, when the pursuing 
organization was effected. 

‘‘Name .—The Buffalo Railway Clearing House. 

“Location.— Buffalo, N. Y. 

“Mmbo'ship .—New York Central and Hudson River Railroad Company, West Shore 
Railroad, Lake Shore and Michigan Southern Railway Company, Michigan Central 
Railroad Company, New York, Chicago and St. Louis Railroad Company, Pittsburgh 
and Lake Erie Railroad Company. 

“Management .— 1 The affairs of the clearing house to be under tbo control of a 
manager. 

“Duties .—The clearance of freight-revenue balances accruing between the clearing¬ 
house roads, on all interlino, joint, and fast freight line traffic passing through Buf¬ 
falo or crossing the Niagara River at Black Rock and Suspension Bridge, billed on a 
through waybill; and to keep the accounts of tho New York Central and West 
Shoro fast freight lines. 

“The complete and proper revision of all billing. 

“The compiling ana furnishing to the accounting departments of the roads mem¬ 
bers of the clearing house with all statistics, statements of earningB, etc., required 
by them from time to time, and the furnishing to other roads not members of the 
clearing house such information and statements as formerly required from the New 
York Central and West Shore fast freight lines. 

“The checking and recording for tne roads members of the clearing house, and 
the New York Central and West Shore fast freight lines, of all joint or fast freight 
line claims. 

The keeping, under the supervision of tho manager, of complete records of 
cl aring house and fast freight line business. 

“ All freight agents of companies members of the clearing house to be considered 
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as agents of the clearing house, and to respect and comply with all orders of the 
manager thereof consistent with the accounting regulations of the clearing-house 
roads. 

“Clearing-house traffic, other than fast freight line, to bo waybilled exclusively 
without divisions of earnings on a special clearing-house waybill, to be used by all 
roads for business within the clearing-house territory. 

“The clearing house to use, whenever practicable, the standard blanks of tho 
Association of American Railway Accounting Officers. 

“Oil April 7, 1899, another meeting was held in New York City for the purpose of 
electing an executive committee, to have supervivion over the clearing nouse and 
to act upon questions affecting its management and development, resulting in the 
election as such committee of Messrs. John Carstensen, comptroller New York 
Central and Hudson River Railroad, ohairman; R. H. Hill, auditor Lake Shore and 
Michigan Southern Railway; A. J. Burt, auditor Michigan Central Railroad; J. P. 
Curry, auditor New York, Chicago and St. Louis Railroad; C. H. Bronson, auditor 
Pittsburgh and Lake Erie Railroad. 

“Its duties to be as follows: 

“(a) To act on all questions affecting the conduct of the affairs of the olearing 
house as constituted or as it may be enlarged from time to time. 

“(b) In conjunction with the manager, to decide all matters relating to oxponses 
and tho division of same as between roads in interest. 

“ (c) To act on all applications for increased membership. 

“(d) To hold meetings upon call of the chairman or upon tho request of any 
3 members. 

“It will thus bo seen that the clearing house began its career with a charter mem¬ 
bership of 6 roads, viz, New York Central and Hudson River Railroad, West Shore 
Railroad, Lake Shore and Michigan Southern Railway, Michigan Central Railroad, 
New York, Chicago and St. Louis Railroad, Pittsburgh and Lake Erie Railroad. 

“The membership of the Michigan Central Railroad was discontinued at a meet¬ 
ing of the executive committee held in New York City on Novembor 8, 1899, same 
to bo effective December 1, 1899, thus reducing tho clearance-house membership to 
the 5 other roads named above, the New York Central and Hudson River Railroad 
resuming junction settlements with the Michigan Central Railroad at tho Niagara 
frontier under the same arrangement as obtained prior to the establishment of the 
clearing house. No further change in membership occurred until May 1, 1900, when 
tho Cleveland, Cincinnati, Chicago and St. Louis Railway, and the Lake Erie and 
Western Railroad were admitted to membership. 

“In view of the fact that these companies and the Pittsburgh and Lake Erie 
Railroad Company have no termini in Buffalo, together with reasons of a local char¬ 
acter, the executive committee at a meeting held March 12, 1901, changed the name 
of the Buffalo Railway Clearing House to that of the ‘Central Railway Clearing 
House.’ 

“As already stated, the initial province of the clearing house was to control the 
accounting of revenue on traffic passing the Niagara frontier. This it has satisfac¬ 
torily accomplished, and the results have been promptly furnished to the accounting 
officers of the roads, in accordance with their varied requirements necessitated by a 
dissimilnrity of accounts, and in time for inclusion in their monthly records. 

“From time to time the duties of the clearing house have been largely increased, 
to the extent that at present it accounts for the revenue on traffic— 

“(a) Interchanged between the New York Central and Hudson River Railroad, 
West Shore Railroad, Rome, Watertown and Ogdensburg Railroad, Pennsylvania 
Division of the New York Central and Hudson River Railroad, Monawk and Malone 
Railway, Wallkill Valley Railroad, Beech Creek Railroad, and Lake Shore and 
Michigan Southern Railway, Now York, Chicago and St. Louis Railroad, Cleveland, 
Cincinnati, Chicago and St. Louis Railway, Lake Erie and Western Railroad, and 
Pittsburgh and Lake Erie Railroad, passing the Niagara frontier. 

“(6) Between the Lake Shore and Michigan Southern Railway and Cleveland, 
Cincinnati, Chicago and St. Louis Railway. 

“(c) Between the Lake Shore and Michigan Southern Railway and Pittsburg and 
Lake Erie Railroad. 

“(d) Between the Lake Shore and Michigan Southern Railway and Lake Erie and 
Western Railroad. 

“(e) Between the New York, Chicago and St. Louis Railroad and Cleveland, Cin¬ 
cinnati, Chicago and St. Louis Railway. 

“(/) Between the New York, Chicago and St. Louis Railroad and Lake Erie and 
Western Railroad. 

“(g) Between the Boston and Albany Railroad, Boston and Maine Railroad, 
New York Central and Hudson River Railroad, West Shore Railroad, Rome, Water- 
town and Ogdensburg Railroad, Pennsylvania Division of the New York Central 
and Hudson River Railroad, Mohawk and Malone Railway, Wallkill Valley Railroad, 
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Beech Creek Railroad, Lake Shore and Michigan Sonthem Railway, and all Pacifio 
coast roads where transcontinental tariffs apply. 

“As regards the latter olass, viz, transcontinental traffic between the Atlantic and 
Pacific coast points, the clearing house also acts for the Boston and Albany Railroad 
and Boston and Maine Railroad companies in the matter of accounts, the agents of 
these companies reporting to and being subject to the rules of the clearing house. 

“The revenue on traffic between transcontinental tariffpoints on the Pacific coast 
and those within clearing-house territory east of the Niagara River (including those 
on the Boston and Albany and Boston and Maine railroads), via the Michigan Cen¬ 
tral Railroad, is also taken care of in the clearing house, but the proportion of such 
traffic to and from local stations situate on the fines of the Michigan Central Rail¬ 
road Company is accounted for by that company direct. 

“Prior to the organization of the clearing house practically all business inter¬ 
changed between the roads was settled for by the agents at junction points. The 
clearing-house territory, so far as accounting interests are concerned, is practically 
one raUroad. The clearing house has no intermediate junction settlements whatever. . 

“The system in vogue does more than the modern audit-office plan in the way of 
economical, expeditious, and simple settlement. Take, for example, a shipment f.om 
Boston to East St. Louis. The old junction-settlement plan would require the stop¬ 
ping of the waybill at Albany, East Buffalo, and Cleveland for junction settlement 
between the roads handling the shipment. Under the modern audit office settlement 
plan it would be necessary for the auditor of the Cleveland, Cincinnati, Chicago and 
St. Louis Railway to render complete detail as to abstracts, division sheets, summa¬ 
ries, etc., to the Lake Shore and Michigan Southern Railway, New York Central and 
Hudson River Railroad, and Boston and Albauy Railroad. With the clearing¬ 
house plan the waybill would be reported (forwarded) by the agent at Boston and 
(received) by the agent at East St. Louis direct to the clearing house, where same 
would be accounted for to roads in interest. At the end of each month the proper 
officer would be notified by it of the net debit or credit balance affecting the other 
roads for all waybills so handled in a given month. 

“The old method provided that each individual waybill should be divided and 
settled between the roads, while now all waybills in a month between given pointB, 
taking given subdivisions, are brought to a total, which is subdivided. Considering 
the large volume of business handled by the clearing-house roads, the possibility 
of delivering shipments to consignees on proper rates or collecting proper charges 
is wonderfully increased, inasmuch as shipments moving over the clearing-house 
territory or to the Pacific coast beyond are waybilled through without any division 
of revenue being shown ou the waybills, and as no junotion settlements between 
agents are made, consequently no amounts are sho>vn on the waybills as advance 
charges. 

“ It is therefore possible for agents to correct the waybills when delivery of freight 
is made to basis of proper through rates, inasmuch as there are no advances paid 
connecting railroads, which in case of error would compel them to secure authority 
to change before final settlement with consignees. 

“It is assumed that the clearing house has done more than any other agency to 
provide for the delivery of shipments to consignees on proper net cbargos. The 
clearing house nullifies the multiplied settlements of the railroads, expedites the 
movements, and, so far as the public is concerned, minimizes the collection of over¬ 
charges, simplifies the accounting, and concentrates the preparation of statistics 
and other information for railroads in interest. 

“ The clearing-house system of accounting is based upon daily forwarded abstracts, 
daily received abstracts, and monthly balance sheets, with the necessary auxiliary 
forms, corrections, etc., as per sample forms herewith submitted. 

“Estimated railroad balances are drawn for weekly, between the financial offices 
on figures furnished by the clearing house. A final net balance is drawn for at the 
end of each month. All moneys collected by the agents are remitted to the treas¬ 
urers of the roads direct, no remittances account of revenue accruing for freight 
transportation being sent to the clearing house. 

“The general supervision of the affairs of the clearing house is handled by the 
manager and his chief clerk. The work is divided into 11 departments, each in 
charge of a head clerk, as follows: 

“accounting department. 

“Consists of 9 clerks and takes care of the general accounts of the clearing house 
as well as maintaining separate sets of general books for each of the New York Cen¬ 
tral and West Shore fast freight lines, viz, the Red Line Transit Company White 
Line Central Transit Company, Great Central Route ‘Blue Line,’ Canada Southern 
Line, North Shore Despatch, West Shore Line, Niokel Plate Line. 

“The cashier handles the receipts and disbursements account of the general 
expenses for the clearing house as well as for the fast freight lines specified above. 
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“APPORTIONMENT department. 

“ Has 22 clerks. This department handles completed reports when received from 
tho abstract department; stamps same with percentage stamp, showing proper 
percentages to be apnliod between points shown thereon. These items, shown in 
blocks, are drawn off on apportionment sheets, grouped as per stations from and to. 
At the close of business each month these sheets are footed, summaries balanced 
with abstract department, and revenue apportioned among all roads interested, on 
tho basiB agreed to and published by the traffic officials of the roads. 

“Interline audit office settlement” accounts for all our 9 roads, in connection 
with tho 49 roads west of the clearing-house territory, are handled by this depart¬ 
ment. 


“ STATISTICAL DEPARTMENT. 

“Compiles road statistics and those required by the several fast freight lines. 
Makes classifications of commodities hauled, on forms set forth by the interstate 
Commerce Commission; prepares special statistics of tonnage for the various freight- 
traffic officials, and furnishes Western freight agents and others with daily state¬ 
ments of billing covering their various territories. This department has a force of 
23 clerks. 


“ AB8TRACT DEPARTMENT. 

“Conducts the checking and auditing of forwarded and received abstracts, sum¬ 
maries, etc., notifying agents of various changes made in same. This department 
necessitates the employment of 37 clerks. 

“ revision department. 

“With a force of 37 clerks revises the waybills, issues corrections, files tissues, etc 

“CLAIM DEPARTMENT. 

“Handles fast freight line over and undercharge accounts; checks various claims 
for the fast freight lines; checks joint and interline claims for the claim agents 
of tho roads members of the clearing house, the one check of the clearing house 
answering for the several checks under the old system, when the claims were sent 
from one road to another to be handled by each claim agent and checked by each 
freight accountant. 

“This department handles all final balance sheets of the agents of the roads mem¬ 
bers of the clearing house, and prepares each day for the trunk line association a 
report of all east-bound waybills passing the Niagara frontier, this report being 
accompanied by a copy of each waybill. This work is conducted with a force of 52 
clerks. 


“DAILY EARNINGS DEPARTMENT. 

“ This department compiles for the 9 roads in the clearing house statements of 
daily earnings on all business interchanged, together with earnings on audit office 
settlement business, in connection with the several transcontinental routes, furnish¬ 
ing daily statements to the Boston and Albany Railroad, and the Boston and Maine 
Railroad on audit-settlement business. The weekly balances between tho road mem¬ 
bers of the clearinghouse are estimated in this department, which consists of 13 clerks. 

“MAILING DEPARTMENT. 

“Employs 10 clerks. Collects outgoing and opens incoming mail. Strips interline 
and fast freight line tissue copies of waybills and distributes same to accounting 
officials, commercial and fast freight line agents; sorts claims and vouchers; has 
charge of all matter forwarded and received by express, sorts reports for various 
other departments, and performs general messenger service for the clearing house. 

“BINDERY. 

“This department has 1 employee, who binds abstract books, volumes of tissue 
copies of waybills, recoTdB of apportionment, as well as sundry volumes of records 
used in the clearing house. 
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“ STATIONERY. 

“Has 2 clerks, who handle and distribute the supplies of books and stationery and 
fill the requisitions of agents for blank forms, eto. 

“ TELEGRAPH. 

“This department has 1 operator, who handles all telegraphio communications 
forwarded and received by the clearing house. 

“The clearing house has a total force of 220 employees, divided as follows: 


Manager. 1 

Chief clerk. 1 

Private secretary. 1 

Cashier. 1 

General bookkeeper. 1 

Head clerks. 7 

Stenographers. 7 

Telegraph operator. 1 

Binder. 1 

Stationer. 1 

Clerks. 198 

Total. 220 


“ The total number of clerks employed on what may be termed actual clearing¬ 
house work is 158. 

“The average clerical salary paid (exclusive of superintendence) is $44.94. 

“The Central Railway Clearing House has long since passed through the crucial 
part of its existence, and notwithstanding anew system of accounting, unfamiliar 
alike to agents as well as to otliors in the clearing house, it has been, from account¬ 
ing, traffic, and other standpoints, a success from the date of inception. 

“A partial idea of the enormity of its business, from the date of its organization 
to the present, can be gained from the following statistics to May 1, 1901: 

Revenue cleared between membership roads.$33,997,541.91 


Total number of tons forwarded and received from stations on all 

roads, divided into 60 commodity classes. 9,626,994 

Total number of waybills revised and tiled in revision department.. 2,860,987 

Total number of waybill copies handled and distributed. 14,300,198 

Total amount increased revenue, account rovision department. $164,454.22 

Total number of waybills abstracted for trunk-line commissioners 
on traffic moving east bound from the Niagara frontier, showing 
number, date, station from and to, weight in pounds, extended ana 

footed. 1,532,986 

Total number of claims received from all sources and checked. 114,264 

Total number of letters written. 129,878 

Total number of telegrams forwarded and received. 31,590 

Total number pieces of mail handled. 1,467,466 

Total mileage included in clearing-house territory. 11,257 

Total number stations reporting to the clearing house. 2,241 

Total number agent’s requisitions for supplies filled by stationery 

department.. 14,508 

Total number of books bound in binding department 17,680, divided 
as follows: 

Abstract books. 13,520 

Volumes of tissue waybills. 1,898 

Records of apportionment. 676 

Sundry volumes. 1,586 


“ Monthly meetings for consultation in regard to details are held in the office of 
the manager, and arc attended by the auditors of freight aooounts of the roads mem¬ 
bers of the clearing house. 

“The clearing; house is a progressive step in railway accounting. It is a move in 
the direction of economy, aud when more through billing is established, more roads 
admitted, and when a universal system of freight accounting is adopted by the 
auditors of the roads the greater success of the clearing house will be assured. 
Toward the adoption of a uniform system of freight accounting the clearing house 
has already become an important factor. 

“ Prior to its establishment agents were obliged to report all waybills forwarded 
and received on eaoh road in the territory now covered by the clearing house. By 
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the clearing-house method a daily forwarded and received report now takes the 
place of the six or eight formerly used. 

“Its methods represent the most pronounced concentration of through freight 
accounting. 

“At the recent railway congress in Paris Commissioner Knapp, Chairman of the 
Interstate Commerce Commission, announced that he favored a clearing-house system 
for all American railroads. 

“The late George R. Blanchard, trunk line commissioner, who was also a delegate 
to the congress, fully agreed with Commissioner Knapp, and for proof referred to 
‘ The great success of the railway clearing house at Buffalo, N. Y.’ 

“As regards the clearing house from a traffic standpoint, une of the most prominent 
railway traffio officials of the United States has written of it as follows: 

“ * By the arrangement of through billing with settlements through the clearing 
house at Buffalo, every agent on the Pacific coast terminate of the Northern Pacific, 
Great Northern, Union Pacific, Santa Fe, and Southern Pacific, including their inter¬ 
mediate lines and connections through the gateways of St. Paul, Omaha, Kansas 
City, etc., are through billing and soliciting agents for every Eastern road that is a 
party to this arrangement; likewise the agents of the Eastern roads are correspond¬ 
ingly agents for the Western roads. 

“ 1 It is our experience that no arrangement of accounting between connecting 
roads is so satisfactory and produces such good results as that of through billing 
with audit settlement. The work of the clearing house in that connection has been 
marvelous. It simplifies accounts, increases our traffic, disposes quickly and cor¬ 
rectly of many errors in billing, cements and brings together in closer relation the 
various roads with each other, and, in l'aot, is one of the great modern improvements 
for the settlement of interchange traffic. Certainly no more correct, simple, or ben¬ 
eficial method can be adopted for promoting interchange business, as well as sim¬ 
plifying the auditing thereof.’ 

“The clearing house is not an institution or organization, strictly speaking, but 
is merely a branch of the auditing departments of the individual railways repre¬ 
sented in its membership, the manager being subject, more or less, to the instruc¬ 
tions of the chief accounting officials of each road in interest.” 

Q. (By Mr. Riplky.) You have referred several times to the fast freight line. 
Will you explain what those are, and what the tendency is in development of those 
fast freight lines at the present time—the relations that they bear to accounting?— 
A. The fast freight line was started in the days when one road was afraid to let its 
cars go on the tracks of another, when they transferred freight and made the set¬ 
tlements on the revenue thereof at junction points. In order to obviato the delays 
caused by that method of procedure, various lines were organized, suoh as the Blue, 
the Red, and the White lines, for the purpose of allowing the cars to go through, 
we will say, from New York to Chicago or St. Louis. A special waybill was prepared 
to meet the accounting requirements, and all read Blue or Red or Whito line, as the 
case might be, but in the waybills the division of revenue among the railroads was 
shown on each single shipment at the bottom of the bill, and when the first junction 
point was met the agent of the other road paid in cash to the agent of the initial 
road the revenue due him. He billed that car out, and whon it camo to the next 
road that man collected his share with the other fellow’s charges shown as back 
charges, and so on. 

Q. At the time these fast freight lines were introduced were the through rates 
made at a different figure from the combination rates such as had been charged 
before? In other words, were the rates accorded to these freight lines somewhat 
lessthan the rates charged on the preceding system!—A. Noj i think they were 
based on the sum of the locals, there not being any competition at that time to 
amount to anything. 

Q. (By Mr. Farquiiar.) What was the relation of the fast freight lines then to 
the railroads?—A. The fast freight lines were nothing more or less than a branoh 
of the traffic department of these combined railroads. 

Q. The ownership of the lines being in the roads themselves?—A. Yes. 

Q. I notice your mention of the fast freight lineB of the Vanderbilt system. Yon 
omitted the Merchants’ Despatch?—A. Yes. 

Q. Is their relation to the roads somewhat different than the other fast freights!— 
A. Yes. 

Q. A separate corporation?—A. Yes; it is a corporation. 

Q. Not under the ownership of anyroad or any other system!—A. I think its 
stock is owned chiefly by the New York Central interests. Other lines are coopera¬ 
tive. the expense of agents and management and things of that kind being paid on 
the basis of earnings by the roads interested. 

Q. Does the Despatch own its own cars?—A. Yes. 

Q. And then it pays mileage for hauling?—A. No. 

Q. Has it equal privileges with the other fast freight lines owned immediately by 


WM. NICHOLSON:—BAILWAY CLEARING HOUSE. ’ 725 


the roads in respect to the right of way, etc. f— A. It has equal privileges as regards 
transportation, and it covers all territory which the other lines may cover individ¬ 
ually. That is to say, the Red line is confined to the Lake Shore, the Blue line to 
the Michigan Central. The M. T. D. Company uses both lines. 

Q. (By Mr. Clakkb.) Is the National Despatch of the same character as the Mer¬ 
chants’ Despatch?—A. No, sir; I do not think it is. 

Q. Is it a private corporation?—A. I do not think so. I am not familiar with the 
National Despatch. There are about 15 or more fast freight lines, I think, running 
over the New York Central. 

Q. In the case of these private car lines, the railroad companies contract to pay 
mileage to them, do they not?—A. Yes. 

Q. (By Mr. Ripley.) Do you audit accounts for separate parties, such as private 
shippers, who own lines of cars?—A. Wo have one or two private-car shippers, but 
they are beiug taken out of the freight lines as fast as possible. 

Q. You are at liberty to name these?—A. I could not name them; I do not know 
thorn; I know the fact they are there; that is all. 

Q. Have you any reason to suppose that the rates made—mileage rates, tho cargo 
charge—made to auy of these fast freight Hues, or for shippers who own cars—is dif¬ 
ferent from the rates charged to others?—A. No; I do not think there is any differ¬ 
ence. 

Q. Is that the same situation that has always prevailed?—A. Yes; the rate for 
mileage is the same for all, regardless of the ownership. 

Q. But suppose that instead of charging by the hundred pounds shippers are able 
to control a lino of cars, is it your impression that the charge, we will say, for haul¬ 
ing a carload of freight from Chicago to New York would l>e the same, whether it 
weut iu cars of the company or in cars owned by private individuals?—A. It would 
he the same. 

Q. What is the system of division of earnings as applied between these different 
lines? Is it on the basis of straight mileage?—A. It is ou a basis of mileage; yes. 

Q. Is it not, however, different from that iu the case of short lines, of branch 
lines, which are leased or are operating separately, and which are tributary to the 
more important lines ? Can you illustrate the system ? -A. It often happens that on 
a through lino some railroads only have a small section of mileage, and to oqualize 
expense of putting on locomotives and pulling tho train a short distance they are 
given what we call constructive mileage, i. e., additional miles. 

Q. In case of systems ol greater length, we will say in case of the Rome, Wator- 
town and Ogdensburg, and roads of that kiud, there will bo no constructive mile¬ 
age—that is, that merely applies to short branch lines?—A. Constructive mileage 
is a very exceptional thing. The distauce is generally limited. 

Q. It is then an accepted principle in the distribution of earnings that distance 
should be the controlling factor?—A. It is. 

Q. Are the tariff's as a whole on the systems of which you speak made up on the 
basis of distance? That is to say, is the long and short haul principle applied in 
general?—A. It is applied in general, and sometimes with the addition of an arbi¬ 
trary charge for physical disabilities of switching and delivering—Philadelphia, 
for instance. If is understood by the Interstate Commerce Commission and all 
concerned. 

Q. Do you have any general agreement with relation to the other trunk lines, sneh 
as the Pennsylvania, as to the distribution of earnings in interchange of traffic, that 
the policy of the Pennsylvania and the New York Central, and the Vanderbilt system 
shall bo the same? Do you each pursue a distinct policy of your own in the matter 
of constructive mileage and of prorating, division, etc.?—A. That would be an 
individual matter between the companies. 

Q. (By Mr. Fakquhar.) Would it not be a matter on tho first way bill?— A. Before 
the first through bill would be issued .that would all bo agreed with, consulted more 
or less in the matters of accounting to make it uniform to the shipping interests, you 
know; but that is strictly a matter of individual right. 

Q. It is simply a matter of mutual agreement, without auy competition, or any 
friction?~A. No; competition has nothing to do with it. 

Q. A fair division?—A. Yes. • 

Q. (By Mr. Ripley.) Does the Trunk Line Association have any jurisdiction in 
such matters?—A. I could not say. This I know, that the roads all report east- 
bound tonnage to the commissioners, so they know what is going ou—see the hilling 
for themselves. 

Q. In a number of cases I see that you speak of east-bound traffic?—A. Yes. 

Q. Is there any difference between east and west bound traffic which makes it 
simpler to clear the account, in one case over the other?—A. No, excepting in regard 
to reporting this traffic to the Trunk Line Commission, that is all. 

Q. Well, the Trunk Line Association has to do specitioally with east-bound busi¬ 
ness?—A. Yes. 
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Q. And it has no jurisdiction over west bound f—A. I think not. 

Q. In what respect does the east-bound business differ from the Western so that 
the roads can cooperate, perhaps, in making up rates and oan divide earnings on 
east-bound traffic, while they can not do the same on business west?—A. Well, I 
can not see any difference between the east and west movement on that. I referred 
to our having to report only east-bound traffic to the Trunk Line Commissioners, 
and handling east-bound transcontinental traffic for the roads in interest. The 
auditors in the West on the transcontinental traffic, for instance, make up their 
received side of the account. 

Q. Does the Central Traffic Association, of Chicago, have to do with business 
originating in the West and destined East? What are the functions of that Central 
Traffic Association as against the Trunk Line Association in New York, of which 
Mr. Goddard was formerly commissioner?—A. I understand that it is similar in 
character. I do not have any business with them to amount to anything, except 
getting tariffs and instructions to check revenues. 

Q. Suppose that a lino, in order to secure business, agrees to cart the goods for no 
charge—in other words, agrees to include cartage in its rate—who would know 
about it in tho auditing and the clearing account?— A. I would not know anything 
about it, bocauso the bill would read from the originating station, and might not 
show any such expense. 

Q. How would the accounts as between the different roads bo settled? That is 
sometimes done in order to secure business, is it not?—A. That would be done, I 
presume, by voucher. 

Q. The statement has been made to the commission a number of times that that is 
done at times in order to secure business. Is that of as much frequence, as far as 
you know, at the present time, as it was formerly f—A. I do not think it is. 

Q. What reason have you for supposing it is of less frequence?—A. I see that a 
great many of our bills carry legitimate advances on them for cartage of that kind, 
and there seems to be no question about the collecting of the revenue at tho other 
end of tho line, but I would not know that fact if the charges were left off the 
waybills. 

Q. Suppose that two lines are interchanging traffic, and that the Eastern trunk 
line accept the regular published tariff rate, would it be possible for the traffic to 
originate and bo carried on agreement by the shipping agent that the Western line 
would shrink its percentage? Or is it done, as far as you know? What I want to 
bring out is, how do you effect your clearing between roads in tho case where the 
Western line has agreed to shrink its proportion?—A. That would not go into the 
clearing house you see. I only divido the waybills. In a case of that kind the way¬ 
bills would be made to read correctly. Any shrinkage would be taken care of in 
some other channel. 

Q. Would such shrinkage show as a matter of record at all?—A. Yes; I think it 
would. 

Q. Is that system, so far as your experience goes, common at the present time?— 
A. I do not know of any of it at the present time. 

Q. It need not necessarily come to your knowledge?—A. No; it need not. 

Q. Does tho matter of classification embarrass a clearing house at all—the system 
at present in force of several different classifications in different parts of the coun¬ 
try?—A. It involves a great deal of labor in billing. 

Q. Will you explain how yon overcome the difficulty? For instance, are all ship¬ 
ments into the Southern territory from the Official territory on the Official Classifi¬ 
cation or the Southern ?—A. Both. 

Q. Are there special rules often made by the different railroads in interest?—A. 
As to certain commodities? 

Q. As to which classification shall apply. For instance, from New York to Nash¬ 
ville, which classification applies?—A. Well, we would take the Official Classification 
in that case. The great bulk of the clearing-house traffic is on the Official Classifi¬ 
cation. Our traffic west of Chicago bears a small percentage to the total this 
side. 

Q. Does any way seem clear to you for obviating this difficulty of different classi¬ 
fications for different parts of the country?—A. No; that has been argued with 
traffic officials between the East and West for years. It has never been done. 

Q. What are some of the objections from a practical standpoint that stand in the 
way?—A. Well, in certain sections of the country, where a large class of particular 
freight is moved, it would be to the advantage to have a lower classification, of 
course, than would be prevailing in the East. That traffic would be distributed all 
over the different roads to the East. 

Q. In your typewritten statement yem referred in one place to 60 commodity 
classes?—A. Yes. 
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Q. Are there more than that at the present time, or does that vary from one time 
to another?—A. I think you will find that the Interstate Commerce Classification 
has about 40, beginning with the products of the forests, etc. 

Q. Does the commodity system embarrass you at all in the making of rates? How 
do you keep account of it?—A. It does not bother the billing agents at all, because 
it iB local at their station. We have to be on the lookout for commodity tariff’s, 
which are printed and tiled with the Interstate Commerce Commission. 

Q. And they must, of course, be tiled nearly at the same time?—A. Yes. 

Q. Are there more of those commodity rates on west-bound trafflo than east-bound 
traffic?—A. I do not know; conld not state that. 

Q. You simply deal with them?—A. Just as an accounting matter; that iB all; 
the why and wherefore I do not know. 

Q. You refer in several places to the new system of accounting in force on rail¬ 
roads, and again to the desirability of uniformity in accounting. Will you specify 
to the commission what some of the differences in accounting are, so far as it affects 
our interests here?—A. As regards general accounts of the railways, the Inter¬ 
state Commerce Commission has mapped out the line for the exhibits of the opera¬ 
tion of the companies, but below that comes the various traffic accounts which lead 
up to those figures. Some roads have a daily forwarded and a daily received 
freight report; others have weekly forwarded and weekly recoived reports. Somo 
have daily forwarded and monthly received reports; some have monthly forwarded 
reports and monthly received reports. Nearly all railroads report corrected figures 
to the auditors, while others report the origiual figures. These are the things we 
have to contend with. In other words, the clearing house has to take care of 12 
different systems of accounting, and make its record fit the ideas of the individual 
companies, so far as its accounting method is concerned. 

Q. Has the Interstate Commerce Commission through its statistician been effective 
toward securing greater uniform accounts than previously ?—A. It certainly has. 

Q. Is thorc anything further it could do under the present law, or is it desirublo 
from a railroad accountant point of view, that they should take the initiative any 
further?—A. The Interstate Commerce Commission is no doubt at work developing 
these lines. 

Q. Aro you called upon to report to them as a distinct organization ?—A. No. 

Q. Have you been in the accounting and auditing department of auy of the indi¬ 
vidual roads before you went to the Clearing-House Association?—A. Yes. I have 
been in the passeuger department of the Erie, the freight department of the New 
York Central the accounting department of tho New York Central, and was auditor 
for fifteen years of the Fall Brook Kailway. 

Q. Do you know how far reports to the Interstate Commerce Commission respect¬ 
ing income, etc., aro made full and complete?—A. I think they are made full and 
complete. They have to follow the schedule as required. 

Q. The statement has been made bofore this commission that the income accounts 
are more strictly adhered to with firms than are the operating accounts. I wondered 
if you had any experience in that line?—A. No; I have not. 

Q. Will you speak of the nature of the transcontinental business? You have to 
deal with it in a peculiar way respecting mileage and prorating, etc. What are the 
peculiarities of that business?—A. The peculiarity of it is that it is covered by these 
various classifications which govern freight from the point of origin to destination. 
The accounting part of it is satisfactory, so far as that goes. It is only in the 
revising of the waybills that we aie inconvenienced. 

Q. What is the difference between the Transcontinental Classification and the 
Official, for instance, in a general way? What were the reasons which led to the 
promulgation of distinct Transcontinental Classification?—A. Well, that is a traffic 
matter £ am not familiar with. I could not answer that intelligently. 

Q. You keep tho statistics of these different roads respecting tonnage earnings, 
etc.?—A. Yes. 

Q. Will you make a statement respecting the amount of tonnage and earnings the 
last few j ears? How do they compare with those of 4 or 5 or (i years ago?—A. That 
would be rather difficult for me to do, on account of the clearing house having no 
data to compare with. 

Q. Can you compare the tonnage and the clearings this year with last year?—A. 
Yes. There has been a general increaso, a gradual development month by month. 

Q. Even over the last year?—A. Yes. 

Q. Do you ascribe that in auy way to increased charges upon freight, or merely to 
the greater volume of earnings, or to maintenance of rates more strictly than 
before?—A. I ascribe it to maintenance of rates and the general prosperity of the 
country. There is more tonnage in every direction. 

Q. Why do you say that rates have been better maintained?—A. Because I have 
heard nothing of any rates being cut. 
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Q. Do you hear of them?—A. Just in a general way. 

Q. Do the railroads themselves, as far as you know, desire that rates should be 
maintained in their own interest! That is, have they mede an organized attempt to 
get rid of cutting—to do away with it!—A. They certainly havej yes. 

Q. Do they seem able to cope with that difficulty themselves, with no intervention 
on the part of the Interstate Commerce Commission or anybody?—A. I think they 
do. The community of interest of railroads is the greatest factor I know oi f m 
respect of maintaining rates. 

Q. On the Vanderbilt system what is the proportion of east and west bound busi¬ 
ness? Is it nearly equal ?—A. I can not say positively about that. 

Q. Are the railroads attempting to increase the carrying and earnings within the 
last few years? That is, to get greater service out of each car?—A. I think they are. 

Q. Can you show the way in which it is greater in this direction ?—A. On account 
of demurrage charges being applied to stations holding cars at different times. 

Q. Those are being enforced?—A. They are moving the cars quioker, turning 
them faster than they ever did before. 

Q. The clearinghouse contributes to that end?—A. Yes; because the cars are 
moved quicker under that system; no holding cars for waybill at junctions. After 
the cars get to destination it is fair to presume they will got back quicker. 

Q. What is likely to be the effect on the clearing-house association of the tend¬ 
ency of the roads toward consolidation—toward community of interest? Is it likely 
to lead to the establishment, in your judgment, of a universal clearing house?—A. 
A universal clearing house for American railways would be stupendous. I do not 
think it could be accomplished on account of the immense territory involved. The 
clearing house in England takes care of a territory about equal in size to New York 
State, requiring a clerical force of thousands, so I am informed. 

Q. Are there any clearinghouses in Europe—on the Continent?—A. I am not 
aware of any, except l in Ireland. 

Q. That clears for all roads in Ireland?—A. I could not say positively. I imag¬ 
ine so. 

Q. Coming back onco more to the matter of fast-freight lines, are they gradually 
passing out of use? Is there a disposition on the part of the railroads, now that 
they have these great organized systems, to do away with them?—A. I think the 
tendency is in that direction, for some years ago we had 8 managers for 8 different 
lines, which are now under the management of 1. They are consolidating the lines, 
more or less. 

Q. Is the number of these fast-freight lines operating over the Vanderbilt system 
greater or less than those operating over the Pennsylvania and the other trunk 
lines?—A. They are more numerous. 

Q. Why should that bo?—A. So far as I am informed, the Pennsylvania line 
handle all their through traffic east and west by way of the Star Union line, or the 
Empire line. 

Q. What are these lines? Are they distinct corporations, or merely trade-marks 
for routes?—A. I am inclined to the opinion that they arc trade-marks for securing 
freight. The Pennsylvania adopts the system of settling at all junction points 
where anyone enters the territory. 

Q. You mean settling by cash?—A. Yes; either by cash or balance agreed on by 
the two agents, and then remitted by the treasurer. 

Q. Is the Union Freight Line, operating over the Pennsylvania Railroad, a distinct 
corporation?—A. 1 think not. 

Q. It has its own soliciting agents, however, does it not, with offices distinot?— 
A. I think it has. I am not sure of that; we have on our lines. 

Q. Do all of your lines, for instance, have different offices? Do they solicit freight 
in the name of the lines rather than in the name of the company ?—A. Yes. 

Q. Do you keep them distinct—in all your accounts do you debit and credit to the 
account of the Blue, White, or Red Line, as the case may be?—A. They maintain 
separate accounts, ledgers, journals, cash books in each line; yes. 

Q. And also in the case of the Merchants’ Despatch Line, to which reference has 
been made?—A. Not the M. D. T.; no, sir. They are kept in New York. 

Q. You have nothing to do with that in particular?—A. Only the revising of their 
billing; that is all. 

Q. Have you anything to say respecting the desirability of a uniform bill of lading 
for the country as a whole? Testimony has been offered here at various times as 
to the ihconvenience of having bills of lading different in different parts of the 
country!—A. I think a movement has been started for uniform bills of lading, uni¬ 
form freight and expense bills, all over the United States. There is no reason why 
they should not be uniform. The Association of Accounting Officers has adopted a 
standard waybill which is now used by 160 railroads. 

Q. Those are mostly in the trunk-line territory ?—A. All over; everywhere. 
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Q. Are they need as a general thing in the South, do you knowf—A. Yes. I am 
Bpeaking of waybills—I do not know about bills of lading. 

Q. What does the waybill specify respecting liability?—A. Nothing at all, exoept 
the published instructions required to be noted on them. 

Q. (By Mr. Ripley.) Does the waybill limit the railroad as to liability?—A. No. 

Q. Does the waybill as a contract in any way commit the railroad in its liability?— 
A. No; not as I can say. It is nothing more than an account—a bill. 

Q. Not until the bill of lading is signed?—A. The bill of lading is the contract; 
yes. 

Q. Why did the Michigan Central withdraw from the clearing-house association? 
You referred in your statement to that fact.—A. The Michigau Central had a 
weekly system of accounts; another reason was, I presume, that they preferred to 
handle their own accounts. They found more or less fault with the clearing-house 
method, claiming it to be more expensive. In consequence thereof, they were 
requested by the executive committee to withdraw their membership. 

Q. Does tne clearing-house system, then, enable each road in interest to arrive at a 
statement of the amountof the total business done by its competitors?—A. No; that 
information is never given. 

Q. It is not published in any way, of course?—A. No. The auditor of the Lake 
Shore Railroad finds any information that is required to see that his revenue is 
properly accounted for, but as regards the Michigan Central he would have nothing 
to say. 

Q. There is, then, a possible objection to this system in this way. as evidenced by 
tho action of the Michigan Central. Has this clearing house takeu any steps to 
obviate that objection; that is, to keep the accounts of each road peculiar to itself?— 
A. The accounts of each road are kept by themselves. We are not allowed to give, 
nor never have given, information of one road for the benefit of another. We have 
strictly adhered to that rule, because the manager is nothing more than an accounting 
official of each individual road, and has to protect tho interest of each road against 
tho others. The traffic manager of one road can not tell him to do anything unless 
the traffic managers of the other roads give their consent. This method lias lod 
to the enlargement of the scope of the clearing house. 

Q. Of course, in the case of these roads you have an advantage, do you not, owing 
to the fact that they are all controlled by the same parties. Would there not be 
more or less difficulty if systems not controlled by the same interests were to become 
members?—A. I do not think that that would make any difference. I do not see 
why it should. There was some talk once of having the Delaware, Lackawanna and 
Western and other outside roads admitted. 

Q. (By Mr. Fakquhar.) You said, Mr. Nicholson, that this system of yours has 
abolished the old system of the settlement of agents at the junction points?—A. 
Yes. 

Q. Do your waybills carry on them now tho pro rate of all tho rates—for instance, 
a transcontinental bill?—A. No: they do not. 

Q. Do not all the fast-freight linos carry the pro rate ou their bill?—A. Yes. 

Q. As a matter of settlement for the fast freight, then, they have got to still hold 
the pro rate?—A. No; I can explain that to yon better this way. The fast-freight 
bill can begin on a road outBide of the clearing house aud end on one outside its terri¬ 
tory. Therefore it is necessary for us to she w tho proportion up to tho entering junction 
and from the delivery junction at both ends of the clearing-house territory, there 
being in the line roads which are not in the clearing house. 

Q. Now, this is a simplification entirely for the Vanderbilt system of keeping 
accounts?—A. Yes. 

Q. Its merits are simply tho fact that it is a systematic and a correct way of keep¬ 
ing accounts and a quick way of disposing of overcharges and other common differ¬ 
ences that happen in transportation?—A. Yes. 

Q. That is, you roach a quicker result through this, and at tho same time you can 
present to the head of the Vanderbilt system the entire tonnage and the proportion 
of earnings and everything else?—A. Yes. 

Q. How often—day by day or week by week or month by month?—A. We furnish 
earnings to the various departments every day and some statistics every day of cer¬ 
tain classes of freight that this or that traffic manager may require—anything of 
that kind. 

ty. So that it presents to tho central office in Now York City the earning ability of 
every single part of the road?—A. Yes, so far as clearing-house trafflo is concerned. 

Q. You have said nothing at all of the so-called Vanderbilt roads west of Chicago. 
Does your clearing house in Buffalo take in the clearings west of Chicago!—A. No; 
I can explain it to you in this way: East of Chioago we take care of everything, 
and the auditors of the roads west of Chicago take care of the West. The 
accounts are based on a received basis both ways; the auditors report the freight 
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they receive west, and we report east of Chicago all freight received and we strike a 
balance on the plan of the association of accounting offices. 

Q. You make no account of a bill originating east here and passing through west 
on the Chicago and Northwestern—your account does not take in this matter west 
of Chicago?—A. No. 

Q. So that practioally your clearing house is for the eastern business?—A. Yes. 

Q. And not for Chicago and the western through business?—A. That is it exactly. 

Q. (By Mr. Ripley.) Are your books open to the inspection of the Interstate 
Commerce Commission?—A. I do not know that that question has ever come up. 

Q. Suppose that the Interstate Commerce Commission were given authority to 
examine the books of railroad companies and to audit from an examination of the 
books of the clearing house. It could arrive at some information respecting the 
earnings of each of the systems and each part of this system, could it not?—A. It 
could on freight; yes. We publish no reports of any kind. Our figures are all 
incorporated in the auditors’ books of the various companies and they publish 
them, of course. They incorporate our figures with theirs. The clearing house is 
merely a branch of the auditing department. 

Q. Have you any criticism to make in any detail upon the system of accounting 
prescribed bv the Interstate Commerce Commission, or is that fully in accord with 
the forms adopted by the association of railway accountants?—A. It is fully in 
accord with the association, except in minor details. 

Q. There is complete harmony of action, then, as between the Interstate Com¬ 
merce Commission and these railroad officials in that respect?—A. Perfect harmony 
exists between them. They are conferring with the executive committee of the 
association all the time. 

Q. (By Mr. Farquhar.) Suppose that there was a shrinkage on the part of your 
waybills—say, east of Chicago for west bound freight. You would not have any 
knowledge of this by the waybill, whether there was a shrinkage or not?—A. That 
is right. 

Q. Well, do you think there is such a custom at all? Say a bill with a proper 
pro rate is carried right to Chicago, and after that there is a shrinkage on the Wis¬ 
consin Central, for instance. Do you think it is good railroading ? Is it done at all, 
or has it ever been done iu your knowledge as a railroad man?—A. A shrinkage on 
the Wisconsin Central? 

Q. Yes; in freight on the delivery back of Chicago, for instance, to any point.—A. 
It was done years ago in a similar case. I can not remember the road. 

Q. Can you now, under modern railroad accounting, independent of the system of 
the clearing house? Is there not a possibility of a rate being made out on one-third 
or one-fourth of the whole business without the knowledge of the party who con¬ 
tracts for five-sixths of it?—A. No; I do not see how that would be possible with¬ 
out their knowledge. 

Q. (By Mr. Ripley.) It might be done, however, with the acquiescence of the 
party controlling the five-sixths, might it not?—A. Anything might be done. 

Q. (By Mr. Farquhar.) But as a railroad man practically, why should not the 
rebate be taken out of the whole busiuess, all parties equally suffering, if there was 
a rebate made at the end?—A. Well, it would be probably handled there through a 
voucher. The billing would not be changod on account of the reduction of the tariff, 
the agents reporting it and the competitors seeing the waybill properly made out 
and collected, would not be able to get on to the fact the same as they would if it 
were published on the face of tho waybill. 

Q. It could not be very well done? It would be a very exceptional thing in a 
great business such as you control there, with 220 clerks, for instance?—A. To do it 
on a waybill? 

Q. Yes.—A. 1 know wo allow nothing to get by unless it is on tho published tariffs 
of the tratlic department. We are watched very closely on that, because we are not 
one road, but two or more, and the traffic managers watch at both ends. All we do 
is to follow instructions as regards the billing. 

Q. In other words, you are strictly a clearing house, without the initiation of any 
changes or discriminations of any kind whatever?—A. Yes: that is it. 

Q. (By Mr. Clarke.) Has the establishment of the clearing house had the effeot 
of simplifying the work of auditing at the several headquarters of the railroad?— 
A. Very much. We give the auditors a debit and credit balance affecting every 
agent on his system on the 19th of the month—that is, the first month after tho 
account is closed. We use the whole system of the clearing house as one railroad. 

Q. So far, then, as the expense of the clerical force is concerned, is it an economy 
to the several companies?—A. It certainly is; yes. The proportion I would not 
know, because I do not know the figures. 

Q. Would there be any advantage in incorporating the passenger accounting in 
your clearing house?—A. That has been talked of, but I can not see personally where 
anything would be gained by it, the passenger business being all prepaid—that is, 
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you buy a ticket whioh carries you to your destination. Ninety-four per cent of the 
freight is collected at the other end. 

Q. This is simply a clearing house of accounts, and not of cars. I suppose.—A. 
No: we have nothing to do with the cars, other than as they may affect our distinct 
fast freight line accounts. The practice of remitting mileage to the lines is being 
discontinued as far as possible, bo that the car accountants of the different roads can 
handle that themselves. The clearing house has no interest in that. 

Q. (By Mr. Riplky.) Mr. Blanchard has testified publicly that these fast freight 
lines were very expensive to the railroads and that tney were desirous of getting rid 
of them. Do you know any way in which they operate to the disadvantage of the 
lines? What would be the advantage to the railroads in getting rid once and for 
all of these fast-freight lines?—A. The traffic officials look upon the line as a sort of 
trade-mark and consider that a great many shippers who Bend freight over the Red 
line do it because it is the Red line. They do not know what railroads it runs over 
at all. The Merchants’ Despatch the same way. But in the western country the 
other side of Chicago the fast freight line is practically unknown. Business across 
the continent from that gateway has been billed for years on the road bill. It costs 
to operate a fast freight line from 2.5 to (1.6 per cent. 

Q. You moan administration expenses?—A. Agencies, printing, etc., general 
expense. 

Q. A part of those expenses, of course, would have to bo borne by the roads them¬ 
selves?—A. Yes. The lines are cooperative, and each line pays on the basis of its 
earnings its amount of expenses. 

Q. Is the general opinion of railroad managers that it would be to the interest of 
the roads themselves to have these fast freignt lines abolished?—A. From a traffic 
standpoint they want them maintained; from an accounting standpoint it would bo 
an excellent thing for us and an economy if they were abolished. 

Q. It would save money to the roads?—A. It would save money in the accounting 
department. Whether wo would lose in the soliciting of freight is for the traffic 
officials to say. 

Q. (By Mr. Fakquiiar.) If they were entirely abolished you would lose the entire 

f >ower of the solicitation of freight that there is now in the competition between 
iues?—A. I presume that is so. 

Q. Is it not a fact, too, that Westorn merchants especially patronize the Red or the 
White or the Blue line simply because they have had good service for a great mauy 
years; better service than even the roads could give them?—A. Well,it is the roads 
that have given it, you know, and it is the roads that have to give it in the end. 
Of course, preference is given to them, on account of their being fast freight lines. 
That is true. 

Q. There is no question at all about the character of service about the fast freight 
lines anywhere, is there?—A. No. 

Q. Then it is tho best that can be found on the American railroads, and the cus¬ 
tomers are willing to pay for it?—A. Into that comparison also enters special trains, 
like our special horse trains, for instance, or the live-stock trains. I am of the opin¬ 
ion that those trains surpass the fast freights in spoed. I will not say that, positively, 
but I am pretty sure that is so. 

Q. (By Mr. Ripley.) You gave the impression at the outset that these fast freight 
lines originated because of the disjointed condition of tho railway systems?—A. Yes. 

Q. Now that the railroads have come together, is there the same justification for 
them from the railroad manager’s standpoint as there was formerly ?—A. Only from 
the soliciting side; from the accounting side there is not. 

Q. (By Mr. Farquiiak.) You used the word “trado-mark.” It is trade holding, is 
it not?—A. Yes. 

Q. These fast freight lines have thoroughly done their business and they hold their 
business?—A. And they had the fortune of startiug in at a time when the traffic was 
pretty poor. 

Q. And they have always had the advantage of taking up their waybills when the 
road could not make them themselves?—A. Yes. 

Q. They had to take division sheets and make them up in the early days?—A. Yes. 
Q. (By Mr. Ripley.) Is all this true of the lines like the Merchants’ Despatch and 
the Blue, Red, and White lines? That is to say, do the railroads regard the dispatch 
lines with real favor?—A. Oh, yes; there is no discrimination. It is merely a branch 
of their traffic and operating departments. There is no favor, and the mileage is 
the same for each car whether it is their car, yours, or mine. 

(Testimony closed.) 
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TESTIMONY OF MB. ISAAC LEOPOLD BICE, 

Prmidmi Console HMer Tire Company, 100 Broatoay, N™ Pori. 

. t tn no a in Vice-Chairman Phillips presiding. At 2.50 
The commission met at 1 UM a. , witDees a „d, being duly sworn, tcstilied 

p. in. Mr. Isaac Leopold Kico appcarcu 

08 0?'(Hy Mr. Rimy.) Will.you state your full name, occupation, and addressf-A. 

"o’Tn'd‘occnnationf-A 1 M.V occupation is difficult to define. I am president 
ofinumher ofCipauies engaged in developing inventions, such as the Electric 
Boat Comply, whiifh included the Holland submarine ho. . I suppost>you have 
hoard of the Consolidated Equipment Company, which produces electricity for light- 
jug trains i'rom the motion of the wheels? I am also president of the ConBohdatod 
Enbber Tire Company, and I am vice-president of the Casein Company or America, 
which is developing a new raw material in milk which is entering largely into 
industries now, such as the paint industry, paper sizing, glue, sugar of milk, and 
other cognate industries. All of these are basod on patents granted by the United 
Statos Government. 


USUAL MODE OF CAPITALIZING COMPANIES BASED ON PATENTS. 


Q. In the organization of companies based upon patents, what is your practice 
respecting capitalization?—A. Well, the usual practice is this: The working capital 
is provided by the preferred stock, which is paid for in cash, and by means of which 
the patents are developed. The patents themselves are valued in common stock. 

Q. Do you mean that the preferrod stock is equal to the actual value of the tangible, 
physical plant,machinery, building, supplies, and so forth?-—A. Well, in now inven¬ 
tions, as a rule, they have no tangible plant. That all has to he provided out of the 
capital which is subscribed. Take, for instance, the electric-vehicle industry. I am 
the father of that industry in the United States. I secured a lot of cash in that 
industry, about $12,000,000, when practically there was not a plant in existence, 
simply for the purpose of developing the business. Take the Electric Storage Bat¬ 
tery Company. I am founder of that industry in the United States, and we startod 
with the mere patents; the money first has to be raised to develop the industry. 

MODE OF PROMOTION—STOCKS NOT LISTED. 

Q. What is the usual process of promotion in case of companies of that kind? Is 
the money usually advanced by an underwriting syndicate of bankers?—A. Well, in 
my case I have no syndicate, but I have a number of friends who have confidence in 
my judgment, and if I tell them that it is a good thing they will subscribe the 
money. I usually head the list by the largest subscription, very much the largest. 
My friends follow with whatever may be necessary to continue the business; it may 
he $1,000,000, or, as it was in the vehiclo business, $12,000,000; it depends on tho 
amount actually required to dovelop it. 

Q. Are most of those companies of which you speak owned broadly throughout 
the country, or aro they owned by a few people?—A. Owned broadly. 

Q. They are, therefore, listed on the exchange?—A. No; they are not listed on tho 
exchange, but are dealt in without being listed. I myself am not what is called a 
promoter at all. I take these things with the intention of developing the industry, 
and the people aid as they please with their stock subscriptions. I never have any¬ 
thing to do with manipulating the stock or anything of that kind. I have never 
done that; it is not in my line at all; people buy and sell the stocks according to 
the value that they believe them to have. 

8TOCK 18 ISSUED IN PROPORTION TO ESTIMATED VALUE OF THE PATENT. 

Q. In the case of such companies, at the outset, is the stock usually issued at a 
considerable discount?—A. No; we can not issue at a discount. The law does not 
allow that. It is all issued at par. 

Q. What law do you refer to? In what States are most of these companies 
organized?—A. In the State of New Jersey. 

Q. Does the law of tho State of New Jersey at the present time require that the 
stock shall not be issued at a discount?—A. Oh, yes; that is positive. 
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Q. Do you mean, then, that the stock is issued only to such an amount as will 
probably make it equal to par selling valuef—A. The valuation is fixed, although 
nobody can tell absolutely, but of course if a valuation were to be extravagant it 
would give the business a black eye to start with. If I value a patent at $5,000,000 
it means that I take it for granted that the patent will pay interest on $5,000,000. 

Q. That is the rule by which you determine value?—A. Yes; that is the way by 
which patent values are determined. It is like a mine. You buy a mine; you do 
not know what is in it; you think there is a great deal in it; you have to capitalize 
it at something, and you capitalize it at whatever your valuation is, provided you 
act in good faith. 

THE WORKING CAPITAL IS SECURED BY I88UING PREFERRED 8TOCK. 

Q. (By Mr. Phillips.) Does that value include the working capital!—A. Not 
always; the working capital is often represented by preferred stock, which repre¬ 
sents actual cash. 

Q. (By Mr. Ripley.) Is that at all different from the practice prevailing some years 
ago by which working capital was obtained from banks by loans?—A. Well, 1 have 
a holy horror of debts, loans, bonds, and everything of that kind. I believe people 
who go into a venturo of this kind should risk their money. They know they risk 
it, and I do not go to widows and orphans for money of that kind; but unless people 
risked their money we should still be cave dwellers. The only thing that makes 
progress in the world is that people are willing to risk money for new inventions. 

Q. Do you find any disinclination on the part of capital under those circumstances 
to buy preferred stock which is not a lion on the property ?—A. Well, there is no dis¬ 
inclination among some people. The people who want Government bonds and 
securities of that kind would not. of course, risk their money. Other people would 
rather go to the stock exchange and buy stock on the market and gamble, rather 
than risk their money on valuable inventions that are going to be a benefit to the 
country. Most of these inventions I speak of have been of very great value. 

organization and capitalization of the consolidated rubber tire company. 

Q. Do you have a practice of setting aside certain amounts for depreciation?—A. 
Yes. 

Q. Will you state what that practice is? To make this a little more specific, will 
you make a statement respecting the Consolidated Rubber Tire Company, as to the 
actual amount of its capital and the circumstances under which that issue was 
made?—A. I was not the organizer of the Rubber Tire Company. I was askod to take 
tho presidency of it after it was organized. 

Q. You are, however, informed of its present condition?—A. Yes. The theory there 
was different from that of the ordinary newly patented article, because at that time 
this particular rubber tire, called the Kelly or the Grant tire, was very largely 
developed; in fact, at the time its patents had just been sustained it was in use all 
over the world, as it still is. It was not the case of my other companies, where the 
Investors were taking something that had no real existence at the time and develop¬ 
ing it into something commercially valuable, but it was taking something already 
commercially very valuable and which had a fixed value on account of its earning 
capacity. 

Q. Can you state to ns tho manner in which that company was organized and 
what tho issues of stock were?—A. There were issues of four millions of preferred 
stock and four millions of common stock. In other words, the patents were 
appraised—not only the patents, but the business, the earnings, the assets, and all 
these together were appraised as being worth $8,000,000. 

Q. Was that company formed from the consolidation of a number of other com¬ 
panies?—A. Not exactly. 

Q. It liad grown as a unit?—A. It was in this way: The patent of this company 
had been sustained, and the result was that a large number of other companies went 
out of business, and practically this company foil heir to all their business. But it 
was not a consolidation in the sense of a trust at all, and there are to-day numerous 
concerns in the rubber-tire field. The question with us is whether the patent, which 
has been sustained in one court, will be sustained in the other courts where suits 
are now pending. In that case we shall probably be the only tire manufacturers in 
the market, and of course the patent will then be extremely valuable. 

Q. Does your charter permit you to enlarge your capital as such decisions of the 
courts shall seem to warrant?—A. No; we can not increase the valuation; that we 
can not do. 

Q. You would have to secure a new charter in order to do that?—A. No; we would 
not do that. We would not increase the capitalization. 
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LOW QUOTATIONS OF STOCK DUE TO LITIGATION OVER PATENTS. 

Q. What is the quotation of the stock of this company at the present time?—A. 
At the present time it is very low, because our patents have been assailed. At present 
the preferred stock is quoted in the neighborhood of 30, although wo paid 6 percent 
dividend on it all last year; and the common stock is quoted in the neighborhood of 
5, although at the time the company was organized we showed a basis of 6 per cent 
on preferred and 4 per cent on common stock. 

Q. Have you paid anything on common stock?—A. No; we never did, because 
shortly after wo came into control of this property the patents were disputed, and 
notwithstanding the fact they had been sustained in one jurisdiction, the result was 
we found a falling off in our earnings. Patent business, you must recollect, is a very 
hazardous business. I have received a memorandum to-day showing 673,856 patents, 
the last number iu the Patent Office, and I venture to say out of that total an esti¬ 
mate of 10,000 patents as the number that have made any money for the inventors is 
pretty large. 

Q. Do you recognize any danger to your company financially, or any difficulty in 
its control, by reason of this very low quotation of stock ?—A. Well, even if anybody 
bought the control, it would not change the situation of the company. 

Q. It might, however, affect the management of the company, might it not?—A. 
Oh, yes. 

Q. Have you any information respecting the merits of a largo capitalization, with 
a consequently low quotation for the securities, as compared with a small capitaliza¬ 
tion and higher quotations?—A. Thore is no doubt that we could not have sold that 
Btock if people had imagined thore would be such a groat decline in the quotations. 
That is one of the risks of buying any stock. 

Q. Those quotations which you have named arc less than the ones at which the 
issue was made?—A. Far less. At the time the issue was made the preferred stock 
was quoted in the neighborhood of par, and the common stock in tho neighborhood 
of 50. 

Q. You ascribe this decline to litigation over patents?—A. Absolutely to that. 

DEPRECIATION ACCOUNT—THE CONSOLIDATED RUBBER COMPANY ENDEAVORS TO 
SECURE A MONOPOLY. 

Q. Will you state what your policy respecting depreciation is?—A. We have a 
regular depreciation accouut. 

Q. This product is not iu any sense a monopoly as wo understand the term?—A. 
Well, it is not our fault that it is not a monopoly. We hope it is. We went into 
this and paid an enormous price for these patents on tho understanding that it was 
a monopoly, the patents having been sustained by the United States courts. 

Q. (By Mr. C. J. Harris.) Do you manufacture anything elso, or simply control 
the patents?—A. Oh, yes; we control a plant which manufactures rubber tires for 
the purpose of this business. This plant is at Akron, Ohio. Then, we have a large 
number of licensees who simply pay us a royalty, for this tire is known all over the 
world; people pay a royalty even for the use of tho name all over the continent of 
Europe, in Australia, and almost everywhere. Now, to take the other side of it. I 
know monopoly has a dreadful sound, but the invention of this carriage tire has 
been a benefit to the world. It has stimulated the carriage industry enormously. 

THE PUBLIC POLICY OF GRANTING MONOPOLIES UPON INVENTIONS. 

Q. (By Mr. Farquiiar.) Do you intend to explain now this tire in its univer¬ 
sality ?—A. Well, what I intend to do is to give you an idea of the hazardous nature 
of the patent business. When you speak, for instance, of a monopoly many people 
think it a wrongful thing—although thiB species of monopoly is guaranteed by the 
United States Constitution. But if such monopolies were not granted the country 
would be many millions of dollars out of pocket. Moreover, the hazard of invention 
of that kind is great. Here is an illustration. Here is a brief on this patent suit 
where we have shown this method. (Referring to paper.) Here is a number of peo¬ 
ple who want a rubber tiro; they find they need it. Suddenly a man discovers the 
thing. Here it is, then. It is a new invention of great value. Then the moment 
that is done everybody makes the same thing—either claims it was not patontablo, 
that any mechanic could have found it, or makes it a little different in a curlycue 
and claims it does not infringe. Now look at the styles here—all styles of oarriago 
before the Grant patent. You find praotically every single tire on the market copy¬ 
ing the Grant patent. That is the history of all patents. First, the difficulty of 
making a successful invention—the enormous difficulty of making something that is 
really successful—and, then, after that everybody thinks he has a perfect right to 
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sell it if lie can; and therefore, as I say, although patents have a monopoly to a 
certain extent, if they did not have at least the nope of protection nobody would 
invent. 


RAW MATERIAL—EXPORT OF INDIA RUBBER FROM PARX AND MANXOS. 

Q. (By Mr. Ripley.) Do you experience any difficulty in getting a supply of 
rubber by reason of the existence of any of the rubber companies which are now 
operating in the United States!—A. Not so far. 

Q. The raw material, then, is apparently free to all who wish to use it?—A. As far 
as we know to-day it is. Whether that will ever bo cornered is something I can not 
tell. 1 have hero a table of the export of rubbor from Parit and Mangos. It is a 
very large output. I do not think anybody is likely to corner it, but such a thing 
is possible. 

Q. What proportion of the total output of rubber of those South American coun¬ 
tries is taken by the United States?—A That is stated here. Out of 61,022,585 
pounds the United States takes 27,413,469 pounds. Of course, outside of the Parii 
there is African rubber, Guatemala rubber, Colombia rubber; but for tires a very 
line quality of rubber is required and that mostly comes from rard. 


Exports of india rubber from Pard and Mandos duriny the year 1900. 


Exporters. 


To United 
States. 


To Europe. 


Total 


exported. 


Stock Grand 

Dec. 31. total. 


Craok, Priisae ACo., representing Roim- 
ers & Co., New York and Boston; 
Heilbut, Symons A Co , London and 

Liverpool. 

Ad. H. Aklen. 

Frank Da Costa & Co. 

The Soars Pard Rubber Co. 

Witt & Co. 

Rud. Zietz.. 

Marins & Levy. 

Denis Crouan & Co.. 

Coinptoir C. Fran^ais. 

J. H. Andresen (succ.).. 

Singlehurst, Brooklehnrst A Co. 

B. A. Antones & Co. 

R. Suarez & Co. 

Kahn A I’olaok. 

II. A. Astlott... 

Kanthack A Co.. 

Luiz Scbill A Sobinhos. 

IMres Teixoira A Co. 

From lquitos direct.. 

Sundry small shippers. 

Stock in first hands. 

Stock iu transit for New York. 


rounds. 
6,269,378 
8,224,794 
4,119,311 
4,801,438 
1,920,764 
604, 867 
38,938 
299,230 
78,850 


337,388 
83,246 
28,109 


‘299,795 
62, 399 


Pounds. 
10,381,272 
2,958,798 
2,806, 244 


1,611,726 
2,610,319 
2,116,129 
1, 147,937 
1,293.990 

984,574 
486, 941 
363,364 
387,159 

341,321 
34. H97 
264,175 
312,747 


2,024,074 
1,430,968 


Pounds. 
16,850,650 
11,183,592 
6,925,555 
4,801,438 
3,532,490 
3,215,186 
2,155,067 
1,447,167 
1,372,840 

984.574 
82', 329 
446, 610 
415,268 

341,321 
334,692 

326.574 
312,747 

56,808 
2,024,074 
1,619,122 


Pounds. 
319, 667 
460,761 
132,276 
187,391 
44,092 
68,343 


8,814 
74, 956 
13,228 
30,885 


4,409 


2,205 


24,252 
865,964 
315,258 


Pounas. 
16,970,317 
11,644, 353 
7,057,831 
4,988,829 
3,576,582 
3,283,520 
2,155,067 
1,455,981 
1,447,796 
997,802 
855,194 
446,610 
415,268 

341,321 
839,101 

326,574 
314,952 
56,808 
2,024,074 
1,643,874 
365,964 
315,258 


31, 556, 635 


2,052,481 


RECAPITULATION OF EXPORTS. 


Year. 


1900. 

1899. 

1898. 

1897. 

1896. 

1895. 

1894. 


To United 
States. 

To Europe. 

Total 

exported. 

Stock 
Dec. 31. 

Pounds. 
27,413,469 
80,596,123 
21,671,801 
25,612, 369 
19,941,596 
24,804,854 
23,062,316 

Pounds. 
31,556,635 
25,466,854 
26,628, 790 
24,057,665 
27,681,888 
20,983,759 
19,869,306 

Pounds. 

58,970,104 
66,062,977 
48,300,591 
49,670,034 
47,623,484 
i 45,788,613 
42,931,692 

Pounds. 

2,052,481 
1,986,343 
2,945,346 
2,078,372 
2,341,284 
1,514,920 
1,865,091 


AMOUNT OF STOCK I8SUED A MATTER OF INDIFFERENCE. 

Q. Have you any criticism to make upon the policy adopted in capitalizing most 
of the great industrial combinations at the preseut time, on the basis of vour experi¬ 
ence?—A. Well, on this question of capitalization, as long as the capitalization is in 
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stock, not in bonds, I really do not see that it makes a great deal of difference. Sup¬ 
posing you issue $16,000,000 of stock, we will say; it sells at $10 a share; you have 
really issued 160,000 shares of stock worth $1,600,000. Supposing you reduce the 
capitalization $10 a share, and you still have 160,000 shares worth $1,600,000. As 
long us there is not question ol public policy, as long as there is no question ol trans- 

r jrtation inyolviug protection against excessive rates, or something of that kind, 
never could see what difference it made how much stock there was. 


BONDED INDEBTEDNESS 18 GENERALLY UNDESIRABLE. 

Q. In discussing as we were the basis of capitalization, your remarks are particu¬ 
larly applicable to industrial companies and not to railroads?—A. Yes. 

Q. You do not regard bonds as favorable to the interest of the company or the 
investor?—A. 1 think a debt is always a burden, and the dangers of trouble and 
panics and upheavals are very much less if the bonded indebtedness of railroads or 
industrial companies is small. 


ACCOUNTS SHOULD BE PUBLISHED AS SOON AS COMPANIES ARE ON AN EARNING BASIS. 

Q. What have you to say respecting publicity of accounts in the case of companies 
such as those you have mentioned, in which the general public invest; do you accept 
any responsibility to make public reports?—A. My principle has always been that 
as soon as the company is on an earning basis, when it has passed the development 
stage, it should furnish accounts to the public. As long as the company is struggling 
in the development stage, then, to publish the accounts would be misleading lor this 
reason: If you are building a house and you are laying the foundation, you have not 
anything to show for the house. If anybody goes to see the building arid finds 
nothing; ho thinks you have nothing and he is misled; but after it is finished you 
have your house and he can see it. In the same way you take a company in the 
early st age of development, with the vast amount of money required to develop it, 
and if you would simply give the cost of this development to the public and to the 
stockholders, they would all be panic stricken, because they can not see what is 
coming. These are development periods aud they are known to be such, and stock¬ 
holders put their money in for that purpose. Hut when tho period is reached that 
you are on an earning basis—in other words, when you have become commercial- 
then I think it is your duty to inform the stockholders. 


MAKING PUBLIC THE COSTS OK PROMOTION. 

Q. Does the law of any of the States, so far as yon know, require a statement 
respecting the costs of promotion in the first instance of these companies?—A. Not 
to my knowledge; I have only experience with corporations organized in the State 
of New Jersey. 

Q. Would you advocate the insertion in all cases in companies’ statements of the 
cost of promotion—that is, promoters’ profits and fees incidental to organization, 
cost of underwriting, etc.?—A. Why, that is a new question; I do not know how to 
answer that exactly. You see the cost of promotion is a very indefinite tiling. For 
instance, some people who obtain stock by reason of promotion receive it not only 
for the promotion, but for all the services to be rendered for a long time thereafter. 
It is a little bit difficult 

Q. In the case of this Consolidated Rubber Tire Company, was any stock issued 
for payment for promotion?—A. No; no stock can be issued for payment for promo¬ 
tion. The law does not allow that. 

Q. Are stockholders generally entitled to a statement respecting the cost of pro¬ 
motion!—A. As I say, it is a very difficult thing to say. For instance, a man has a 
patent and he goes to yon and says, “Will you furnish me money to develop this 
patent? I have capitalized this patent; l think it is worth so much. Now, if yon 
will furnish me the money I will give you an interest with me.” Now, he may give 
you much or a little. It depends on the quality of the patent, and on the difficulty 
of raising the monoy, and the risk involved, and a great many other things. If he 
has an article that is already on the market and which is paying a large profit, the 
probability is he will give you a very limited amount. If, on the other band, he has 
something from which he anticipates a great fortune and which requires a great deal 
of capital, and a great deal of work, he is likely to give up more of his interest. It 
is one of those things that is impossible to figure and you never could get it truth¬ 
fully, because few people would be honest enough to say, “I have divided the inter¬ 
est I have in this property in such and such a way,” and in the great majority of 
instances one would never be able to find out how it was divided. 
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THE WITNESS’S FORMER CONNECTION WITH RAILROADS, ESPECIALLY WITH THE 
READING. 

Q. Will you state to the commission for the purpose of the record your connection 
with railroads in the past?—A. Well, I was identified more particularly with what 
is now called the Southern Railroad. I was director in the Richmond and Danville, 
the Richmond Terminal, East Tennessee and Georgia, Virginia Midland, and Georgia 
companies. 

Q. Were you not also identified with the Philadelphia and Reading Railroad Com¬ 
pany in some way?—A. Yes; 1 was the foreign repiesontative of the Philadelphia 
and Reading Railroad Company in Europe for the purpose of raising money for its 
needs, and also for introducing anthracite coal into Europe. 

Q. Will you speak respecting your connection with the Philadelphia and Reading 
Railroad and the events of the years prior to 1893?—A. My connection with the 
Philadelphia and Reading Railroad arose out of the fact that I was invited to join a 
syndicate to purchase the control of the Philadelphia and Reading Railroad. This 
syndicate was formed at the instance of Mr. Franklin B. Gowen, who had been 
president of that company, but while it was being formed Mr. Gowen committed 
suicide here in Washington. The burden of carrying it on was thou left with me, 
and I became chairman. We purchased a very large amount of the stook, a great 
deal more than a majority, and although the company was at that time controlled 
by a voting trust and the stock had no voting power, nevertheless the control 
drifted into our hands through a friendly feeling all around. Mr. Corbin, who was 
then presdont, resigned, and Mr. MoLeod was made president. 1 found after I 
became familiar with the alfairs that it would be advisable to reduce the road’s 
indebtedness in the form in which it then existod—largely in the form of ineome 
bonds—by converting those income bonds into stock. 1 prepared the plan for the 
organization of a new company, which 1 called the Reading Company, which was to 
own both the Philadelphia and Reading Railroad Company and the Philadelphia 
and Reading Coal and Iron Company, and the holders ot the income bonds who had 
shares of the Philadelphia and Reading Railroad Company were to receive shares 
in this Reading Company for their interests, and in this way we would eliminate 
the bonds. This plan received the approval of all the leading banking houses, and 
I may say that it is the plan substantially under which the present Reading Com¬ 
pany was organized. I went with it to Europo in 1891 to see the European holders 
there; but during my absence Mr. McLeod thought it advisable to pay the interest 
on the income bonds, and of course when the interest was paid on the income bonds 
the income-bond holders were no longer willing to take stock for their holdings, 
and the plan then had to be abandoned, and I came back. 

Q. May 1 ask you incidentally whether the interest on those bonds was earned?— 
A. It was not actually earned, as was subsequently proved, although it was shown 
to be earned on the books. 

ENDEAVOR OK CERTAIN ROADS TO FORM AN ANTHRACITE-COAL COMBINATION. 

After I came back from Europe I was asked to assist to bring about what was then 
called the anthracite-coal combination, and I was instrumental in making that com¬ 
bination by securing, through negotiations, the adherence of the Now .Jersey Central, 
Mr. MoLeod in the meantime having secured the adherence of the Lehigh Valley; so 
the Philadelphia and Reading Railroad took control practically, although somewhat 
indirectly, of the New .Jeroey Central and also of the Lehigh Valley. ThiB increased 
the coal holdings of the Philadelphia and Reading Railroad enormously, and required 
a great deal more additional money; so Mr. McLeod asked me to go to Europe again 
as foreign representative of the Reading Railroad and raise the necessary money 
there. This I did. I went to Europe and raised $13,000,000 to be paid in cash, of 
which $6,500,000 was to he paid in on the 1st of February, 1893, and the balance on 
options, but the understanding was that those options would be exercised as they 
came alohg. Much to my astonishment and amazement, after the bankers had paid 
$5,500,000 cash on the 1st of February, the railroad was put into the hands of a 
receiver on the 20th of February; whereupon I returned from Europe and sent in 
my resignation. 1 then had some litigation respecting the matter, to have the 
thing investigated by the United States circuit court. 

Q. (By Mr. Phillips.) Was that money raised on bonds or on stock?—A. That 
was raised entirely on bonds. 

Q. Were those bonds good?—A. They were good and they eventually proved good, 
because the bankers who had advanced the money finally obtained tbeir money back 
with interest. 

Q. The attempt was definitely made, then, in 1892, to effect a combination of all the 
antbraoite roads?—A. Not all; no. The Peansylvania was not supposed to come in, 
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nor the Erie, nor the New York, Ontario and Western, nor the Delaware and Hud¬ 
son, nor the Delaware and Lackawanna, but it was believed that these companies 
would act in harmony with the Philadelphia and Reading. 

Q. Have you any knowledge of a tendency toward consolidation of these anthra¬ 
cite-coal roads at tho present timef—A. No; never heard of it beyond the fact that 
the Reading again acquired control of the Jersey Central through purchase of stock, 
but at one time previous to my experience with it, under Mr. Gowen’s administra¬ 
tion, it had done the same thing. 

Q. It is not the first time!—A. This is the third time tho Reading has control of 
tho Jersey Central. 

THK A NTH RAO 1TK-COAL COMBINATION FAILED CHIEFLY BECAUSE IT RAISED PRICKS. 

Q. What haH been the reason for the failure to absorb that road in the two prior 
instances?—A. In the first instance the Reading had borrowed money on the Jersey 
Central stock and was not able to retain it when tho loans were called. In the 
second instance control was by means of a lease which was considered contrary 
to the laws of New .Jersey, and was judicially dissolved. But the mam reason 
why the combination failed was that there was not an understanding of the first 
principles of an operatiou of that kind, namely, that it must reduce prices and 
not increase them. The anthracite-coal combination was killed because prices were 
immediately put up. If they had acted on the contrary idea and relied upon their 
economies, withdrawal of coucossious to agonts, etc.—if they had given the public 
the benefit of that and had maintained the old prices, they would have made, in 
my estimation, very considerable profit, and there would have been no outcry 
against the combination. 

Q. Mr. McLeod lias testified before this commission that it was his intention to 
effect such economies as should be reflected in lower prices. Do we understand that 
you criticise the policy in that it did not so reduce tho prices?—A. He did not do it, 
no matter what his intention was. Mr. McLeod’s trouble was that he was carried 
away by the desire to control a great deal more than he could control. He acquired 
tho Boston and Maine and the New York and New England, and that really brought 
on the rum of tho company. 

CONSOLIDATION OF THE ANTIIKACITK-COAL ROADS UNDESIRABLE AND PRACTICALLY 
IMPOSSIBLE. 

Q. Do you see any advantages at tho present time in the consolidation of the 6 
or 7 roads which aro now concerned in the anthracite-coal business—an advantage 
either to the investors or to the consumers, or both?—A. I think a combination of 
that kind would be very unwise. 

Q. Speaking from your experience and what you knew from the inside history of 
previous attempts?—A. Very unwise. 

Q. What dangers might threaten the investors or consumer?—A. I do not know 
how it would affect the consumer, because he is always protected to a very large 
extent by the competition of bituminous coal. I am speaking now, of course, of the 
consumer for industrial purposes, and unless the consumption for industrial pur¬ 
poses continues there will not be any profit in the business. So, although the con¬ 
sumer might, for a short time, as he was at that period, be discommoded, yet in the 
long run he will get his rights. The attempts to organize all these various interests 
under one head would be impracticable, and I do not see to what advantage it 
would lead. 

THE PROPER VALUATION OF COAL LAND8 AS A BASIS FOR CAPITALIZATION. 

Q. Do you understand that at the present time the capitalization of many of these 
roads includes the entire value of the coal which iB in tne ground! I refer particu¬ 
larly to the Philadelphia and Reading Railroad.—A. No. I have calculated that 
the coal in the ground of the Philadelphia and Reading Railroad nt that time was 
presumed to he about 5,000,000,000 tons. Now, if you put that at $4- a ton selling 
price, it would be $20,000,000,000. 1 am sure that was not included in the cal¬ 
culation. You have only to mention the figures to see how utterly impossible it 
would be. 

Q. What is the basis upon which that road, as a typical coal road, is capitalized?— 
A. Now, mind you, the value of coal in the ground, as a general gross proposition, 
is very different from the net value. In the first place, you can only mine as much 
as the public will demand; in the meantime your interest goes on or your dividends 
go on. In the second place, you have to be sure that you can market it at prices 
which will be profitable. Now, we know that for long periods the marketing of 
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anthracite coal was unprofitable, so the only criterion you have of values of that 
character, very much like any other mine or like patents, is what people will pay 
for them. You send an appraiser around and he will say this land is worth so 
much. In other words, it is like a New York lot. A New York lot ou Fifth avenue 
is based on the price people will pay for it. Just now they pay a great deal more 
for it than they did a few years ago, and perhaps in a few years they will pay a 
great deal less. It is an indefinite motliod, but it is the only way in which you can 
a ppraise things of that kind. 


THK VALUE OF RAILROADS FLUCTUATES BUT THEIR CAPITALIZATION REMAINS 
UNCHANGED. 

Q. Mr. Schwab made the statement this morning that tho basis of the capitaliza¬ 
tion of tho United States Steel Corporation was, in a measure, determined by the 
amount of ore in the ground. As 1 understand you, you criticise that policy as 
applied to coal?—A. In a measure it is correct. You pay a great deal more for land 
that has coal in it than land that has not; and what that measure is, how much you 
will allow for it, is largely a mattor of popular sentimeut prevailing at the time. 
Yon can not stato a fixed price, for Mr. Oowen paid $30,000,000 or $40,000,000 for 
these lands, and I am sure they could be sold to-day for a very much higher price. 

(}. In other words, the capitalization of those roads to-day is actually reflected in 
the amount of value which they possess?—A. Yes. 

Q. The two are equal?— A. Equal, no; the value may be a great deal more or a 
great deal less than tho capitalization. You see, values change. The capitalization 
remains the same, but values change. You take, for instance, the Atchison road. 
A few years ago it was bankrupt; now it is earning a large amount of money. It is 
substantially the same roadbed, practically the same rolling stock, but its value is 
quite different. Tho (juestion of value, you know, is one of tho most difficult in 
tho wholo rango of political economy. 

THE DANGER TO RAILROADS OK REGARDING LOANS TO OTHER ROADS AS ASSETS. 

Q. Wore the accounts of those coal roads accurately kept as between the mining 
companies and the transportation companies, so as to show the stato of the business 
at. the time that you knew it?—A. The accounts were accurately kept, but hero is 
the difficulty which brought a great many railroads to griet. A railroad, for instance, 
buys up another road or leases it; that becomes a part of its system. The main 
line, perhaps—like the Pennsylvania Railroad—is some 400 miles long, and the 
whole system may bo 7,000 or 8,000 miles. Now, the rest was brought in in some 
way; either leased or diroct control purchased, or traffic arrangements made by 
which the traffic is controlled, etc. There are various ways. Now, tho way a good 
many railoads were ruined was this: They acquired a piece of property—a rail¬ 
road—and they found that it needed money to be developed, so they would loan 
money to that railroad, which was leased or controlled. Of course, tho loan would 
stand on the books as an asset, and possibly as a surplus. Now, as time went on 
they would continue to loan this railroad and other railroads and so on, until, per¬ 
haps, they would have $30,000,000 or $40,000,000 loaned out to branch and leased 
lines of that character, and those amounts would stand on the books as surplus; 
hut if they called on those railroads to pay up they could uot do so. Now, if a 
panic camo on or anything which prevented the railroads from borrowing money 
on the securities issuod to them by these leased or controlled roadB for these 
advances, then the railroad that had advanced monoy would go into default. 


THE PHILADELPHIA AND READING RAILROAD COUNTED AS ASSETS PROFITS WHICH 
NEVER EXISTED. 

In the case of the Philadelphia and Reading Railroad the situation was not only 
that it had leased roads of that character, but it also owned all the stock of the coal 
company. Now, the coal company of course was supposed to pay its regular rate of 
freight, and was charged with it on the books, but when the time came to settle in 
cash the Coal and Iron Company did not have all of the required cash. Those 
freights still stood on the books as earning, but the railroad required cash to meet 
its own demands. It could not realize on that asset standing on its hooks as an 
account receivable, and when the Coal and Iron Company was not able to pay, the 
railroad was not able to pay its oharges. But all the time the official statement 
showed the freight as earnimis. 

O. In other words, the coal was mined and the loss really fell upon the railroad, 
although originally incurred by the mining company ? —A. Well, the mining company 
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paid tlie railroad company freight—at least was supposed to pay all the freight— 
and was charged on its books with it. It is like this: I have a right pocket and a left 
pocket, pocket A and pocket B. Now, there is no money in pocket B at all, nndpocket 
Bowes a lot of money to pocket A. Now, when I make my statement I refer to pocket 
A—that is my principal pocket—as making great earnings, but when it comes down 
to paying from pocket B there is nothing m poekot B; so a large part of the earnings 
of pocket A never existed in fact. They existed legally, you might say, but when 
pocket A did not earn enough to get along without pocket B's paying up, then the 
thing was exposed ami th'ero is a default. While t he earnings were there on paper, 
they were not there in cash. The Coal and Iron Company failed to pay because it 
could not market its coal at a price that would yield enough profit to pay all the 
freight; then the trouble began. 

MODK OF HOOKKKKP1NG AS BETWEEN RAILROADS AND THEIR SUBSIDIARY 
CORPORATIONS. 

Q. Then the subsidiary corporations often made it possible to make fictitious 
returns and earnings?—A. Not exactly fictitious—I do not care to call them ficti¬ 
tious; it may have been the regular rate charged to everybody else—but mislead¬ 
ing returns and earnings. 

Q. Do you understand that any change in this method of accounting has taken 
place since 1893 as between the railroads and their subsidiary mining corporations?— 
A. I have had no experience. I knew those railroads at that time but I have had no 
experience since; but I imagine from the general credit which the railroads eujoy 
to-day compared to the credit which they enjoyed at that time that they must have 
improved. 

A DANGEROUS PRINCIPLE TO CONVERT STOCKS INTO BONDS. 

Q. Do you seo any danger from the standpoint of general railroad finance in these 
various consolidations which have either taken place or are projected, by means of 
which one road acquires the stock of another and deposits it, issuing thereupon col¬ 
lateral trust bonds or other securities of that kind?—A. There is in principle always 
a danger to convert a Htock, which has no liability except for bookkeeping purposes, 
into u charge. Of course, as long as things are well and companies grow, they pay 
the interest and it is all i ight: but if for any reason there should be a setback to the 
prosperity of the country and the interest is not earned, then we get back to a chaotic 
state of affairs such as existed 7 or 8 years ago. 

Q. Do you understand that to be the system on which the absorption of the Chi¬ 
cago, Burlington and Quincy is projected, and by which the Central Railroad of New 
Jersey was purchased by the Philadelphia and Reading?—A. Yes; that is the system. 
Now, of course, in matters of business principle it is not proper to go too far. 
There may be saving circumstances which may mako this a good operation, but that 
of course I do not know, as I am not sufficiently familiar with tho details. Speaking 
generally, it is a mistake to convert stocks into bonds; it ought to be the other way. 
My tendency has always been the contrary—to convert bonds into stock. 


IMPROVEMENT IN RAILROAD ADMINISTRATION—UNITED STATES ROADS THE BEST IN 
THE WORLD. 

Q. Have you any reason to suppose that the financial administration of railroads 
is somewhat better today than it was in 1893, when yon were particularly concerned 
with them?—A. I believe so; for one reason, on account of the great shake-up in 
1893. Generally, you know, there is a reform after events of that character—such 
a large number of railroads went into the hands of receivers. But outside of 
that, through these reorganizations an enormous quantity of new money has gone 
into railroads and improved them materially. Take, for instance, the old Rich¬ 
mond Terminal, which is now the Southern Railroad. It was composed of a great 
number of small roads very indifferently constructed. A large amount of assess 
raenta was levied, and the combination of all these roads under the head of one 
railroad, the Southern Railroad, has produced a great change in the physical condi¬ 
tion of those roads. Therefore, they can be operated very much cheaper and yield a 
proijt where previously they would not. The same thing is true all over the country. 
I remember farther back, in 1886, the condition of most of the Southwestern roads 
particularly was wretched. I investigated one road, and I wrote that it was not any 
rougher than the Atlantic in an ordinary gale That was about the condition. 
Take this same road, which is now the St. Louis and Southwestern; it is a fine road. 
Of course the stockholders have had to contribute. Enormous amounts of money 
were raised by assessments, and the result is that the condition of the railroads in 
the United States is the best in the world, where it used to be the worst. 
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Q. Yon spoke of having examined the roads abroad?—A. Everybody admits—I 
was in England last year—that the English roads are far outdistanced, although 10 
or 15 years ago all we hoped for was to come up to the English standard. 

PROPOSED BILL TO ENABLE THE INTERSTATE COMMERCE COMMISSION TO PROTECT 
RAILROAD INVE8TOR8. 

Q. Does the law of the United States at the present time sufficiently safeguard 
the investor in the matter of railroad finance?—A. 1 do not think the law safeguards 
him at all, except the common law against fraud and larceny; I do not know whether 
there is any other law. 

Q. Have you any suggestions to make respecting the enlargement of the powers 
of the Interstate Commerce Commission, ov by any other means providing for such 
protection?—A. At the time when I investigated the affairs of the Reading Rail¬ 
road—I made this investigation for the trustee of the bonds in 1893—1 became very 
much interested in the subject from a good many points of view. I then drafted ‘a 
bill, which was introduced in Congress by Mr. Straus, of New York, in the House, and 
by Mr. Culloiu in the Senate, for extending the powers of the Interstate Commerce 
Commission to prevent frauds on stockholders; and among the provisions of the bill 
the one I relied on more than any other was an examination of railroads based on 
the method of examining banks—that is, that there should be a regular United 
States examination. There were other provisions about receiverships which I felt 
ought to be remedied. For instance, the old method always was that, when the 
president had bad lack—to put it in a mild form-had bad luck so that the road 
went into the hands of a receiver, ho was immediately appointed a receiver, on the 
ground that he was most familiar with the road. My ground was that if his famili¬ 
arity brought on ruin, it was the best thing to have some other party who was not 
so familiar. There were various other provisions embodied in the bill at the time, 
and it was favorably considered among the members of the railroad committee, but 
action was postponed until it was too late, so nothing came of it. 

ADVANTAGES OK A SYSTEMATIC GOVERNMENT INSPECTION OF RAILROAD ACCOUNTS. 

Q. Yon regard as feasiblo, then, a systematic inspection of railroad accounts?—A. 
Just as easy as inspection of banks; there is no difference. 

Q. You say that in the light of experience as a practical railroad financier?—A. 
The management is supposed to give the stockholders all the facts. All the railroad 
reports go into great detail. Why not have the reports examined by a United States 
examiner to see that they are correct? It is only carrying out what the management 
proposes to do an\ how. 

Q. At tho time of which you spoke, were these full and complete railroad reports 
accurate in the bookkeeping so as to show the state of the earnings?—A. They were 
accurate, but when you come to the question of the solvency ot tho debtors, bow 
could you tell that from figures ? If the Philadelphia and Reading Railroad advanced 
to the Atlantic City s\8tem $1,000,000, it appeared on its books as an advance, as an 
asset of $1,000,000 under an advance to a leased line. The reports will be correct 
as to figures. If the Philadelphia and Reading Railroad Company inserted among 
its earnings so much freight earned from the Philadelphia and Reading Coal und 
Iron Company, it would be correct as to figures, but yet extremely misleading us to 
facts. 

Q. You would then have your examination cover not merely the correctness and 
verification of balances, but also include an actual examination of all securities 
owned by the road, and au examination as to the facts?—A. Yes; whether or not 
these various credits, these various advances, have any substantial value. 

Q. Do you recogni/e any disadvantages m a systematic inspection, owing to the 
fact that it reveals the inner policy of the company, and might sometimes embarrass 
the management in carrying out incomplete projects?—A. Does it not reveal the 
inner policy of banks? We are supposed to have trustworthy men for examiners 
who will not reveal what is not proper to reveal. 

INTERSTATE COMMERCE COMMISSION THE PROPER DEPOSITARY OF THIS POWER, 

Q. Do vou believe that the Interstate Commerce Commission, as independently 
organized, may safely be intrusted with power to conduct such a systematic exam¬ 
ination?—A. That is where it should be intrusted. 

Q. (By Mr. Phillips.) Do you think that the decision of the Interstate Commerce 
Commission in any given case should be binding until it is reviewed by a higher 
court?—A. That is a very difficult legal question. I should not like to give an 
opinion on that. 
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Q. Ib not the difficulty now in getting at a conclusion from the courts that it is so 
very tedious?—A. That is something concerning which I have not studied suffi¬ 
ciently to be able to give you any information. 

THE ATTEMPT TO SECURE CONTROL OF THE NORTHERN PACIFIC RAILROAD. 

Q. (By Mr. Ripley.) Have you followed at all closely the recent attempts to 
secure control of the Northern Pacific Railroad?—A. Of course I read a great deal 
about it in the papers. 

Q. Are you an attorney?—A. Oh, yes; years ago I used to be an instructor in the 
Columbia Law School. 

Q. The statement was made in the press that suit would be brought for an injunc¬ 
tion to compel a settlement on a basis of 150 with those who had sold the stock 
short. Have you seen a statement of that and the grounds for it?—A. Yes. The 
ground for the injunction was that where there is an impossibility of performing a 
contract it can not be enforced. It is an old principle of the common law where 
theie is an actual physical impossibility of performance. 

Q. Havo yon any knowledge of a corner of this particular character at any pre¬ 
vious time?—A. No; that is entirely novel. 

Q. You have no further information than what is stated in the press respecting 
this?—A. No; I have not. 

DIFFICULTIES IN THE WAY OF EXPORTING COAL AND THE QUESTION OF A SHIP 

SUBSIDY. 

Q. You stated that you went abroad in the interest of the exportation of hard 
coal to Europe?—A. Yes; that was part of my mission. 

Q. Have you any statement to make respecting that?—A. I thought that would 
be the best way ot solving the difficulties of marketing anthracite coal in sufficient 
quantities, and 1 found there was a very large field; but the difficulty was entirely 
with the shipper. In other words, you Nent out your load and there was no return 
freight compatible with profit—insufficient quantities, I mean, to insure a profit on 
the transaction. That was the whole trouble. 

Q. The entire difficulty, then, in establishing a large export trade in coal is the 
difficulty of securing the return freight?—A. Yes. 

Q. Have you any proposition to make respecting that?—A. You mean ship subsidy? 

Q. Yes, or otherwise.—A. While I am not an expert on that question, I know that 
a ship subsidy would have been very valuable for the export trade of our coal, 
because it would have given us a chance to send the coal over and rely on enough 
assistance from the subsidy to get back. That industry would be created immedi¬ 
ately, I think. 

UNDESIRABILITY OF LEGISLATION PROHIBITING RAILROADS FROM LEASING OR 
CONTROLLING OTHER ROADS. 

Q. (By Mr. Stimson.) Would you take a general position in favor of legislation 
against the control of stock of one railroad by another?—A. I think that would be 
a great mistake. I will just make a comparison. Take the Southern road, with 
which I am familiar. Formerly there was a lot of disjointed roads, very slow time, 
very poor cars, and very unsatisfactory in every respect. They came into this 
one system, the Southern road, and now yon see fast service, excellent track, every¬ 
thing in the interest of the public. Of course, it is a very serious question how 
far that should go, but 1 do not think we need be afraid that it will go too far. 
You see now this very matter that you brought up, this question of the control of 
the Northern Pacific. The railroads of this country will not come into a single 
band; that is certain. There are too many people with their own ambitions to 
allow any single interest to obtain control of all. But how far it can go with profit 
to the country, and where it should stop, of course is a question very difficult to 
answer; but I am perfectly satisfied that it would be a mistake to prevent a railroad 
from controlling and leasing others that connect with it. 

EXTENT TO WHICH THE RAILROADS CONTROL COAL LANDS AND THE MINING OF COAL. 

Q. In ray practice I had a client come to me with a large tract of bituminous coal 
lands for sale, and I was told by a great many poople that they had to be sold to 
some of these combinations.—A. The quantity of bituminous coal laud is so enor¬ 
mous that they really have relatively little market value. The anthracite lands are 
very difficult to buy. There are relatively few of the old individual holders left, 
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and if they had to soli them they would sell only to the railroad companies. It 
is not worth whilo to any bod v else to buy. 

Q. They can sell only to railroad companies?—A. Well, of course, a great many of 
tho old largo miners exist, the very large miners like Coxe Brothers, ,but to go in and 
mine a small property, with the expense of mining and the railroad freight added, 
is not a thing that people would care to venture in very much. Those who have the 
business and experience will stay, but new people are not tempted. 

Q. Do the railroad companies iu general make any effort so to control tho situation 
that coal can not be mined except in such lands as they choose to secure the lease 
off—A. Well, there is what they call an understanding. They have always had an 
apportionment among the railroads that each company should carry so much. I do 
not know whether it is iu effect now, but it was for years. This is necessary; other¬ 
wise the coal lands would be depleted at ruinous prices. The trouble is there is not 
enough demand If there were enough demand for anthracite coal to take every¬ 
thing that is marketed there would bo no trouble. Now, if export trade could bo 
established, that would increase the demand and everybody could mineall he would 
like. As it is to-day the demand is quite restricted, relatively speaking. 

POSSIUILI'IIKS FOR ANTIIKACITE COAL IN THE FOREIGN MARKET. 

Q. Is there any market in Englaud for anthracite?—A. Oh, I think there would ho 
a large market iu Englaud, France, Germany, and Italy. 

Q. They liaxe no objections to it?—A. On tho contrary, they favor it; they 
like it. 

(Testimony closed.) 


Washington, I). C., May 9.0 , 1901, 

TESTIMONY OF ME. WILLIAM R. WHEELER, 

Representing Pacific Coast Jobbers' Association. 

Tho special suhcouimission mot at 8.45 a. in., Mr. A. L. Harris presiding. At that 
time Mr. William R. Wheeler, of San Francisco, Cal., a wholesale hardware merchant, 
was introduced as a witness and, being duly sworn, testified as follows: 

Q. (By Mr. Ripley.) Mr. Wheeler, will you state your full name, your occupation, 
your address, and any other details about your representative position?—A. William 
R. Wheeler; wholesale hardware; address, 1215 Jones street, San Francisco. Wo 
have houses also in Sacramento and Los Angeles, so far as our business is concerned. 

Q. What is your relation to the board of trade, and do you represent any commer¬ 
cial organization?—A. Yes; so far as the board of trade is concerned, my house is 
a member of it, as are all other wholesale houses. The hoard of trade in San Fran¬ 
cisco, however, 1 would remark incidentally, is not of tho same geueral character as 
boards of trade in general. It is merely an association of wholesale merchants who 
use it almost solely, in fact solely without any qualification, for the purpose of econ¬ 
omizing the settlement of bankrupt estates. Wo employ two lawyers in tbe board 
of trade and have a legal department that handles all bankrupt estates, aud by the 
concentration of tbe work into one set of hands and the joining of issues on the part 
of all the merchants in the caBe more is saved in tho administration of tho estate 
for the creditors than would otherwise be secured. 

Q. Are you not here in some representative capacity before the Interstate Com¬ 
merce Commission?—A. Yes; wo have on the Pacific coast an organization known as 
tho Pacific Coast Jobbers and Manufacturers’ Association, which has a membership 
in all tho Pacific coast cities from Washington and Puget Sound to Santiago. 

Q. Will von state the railroad situation so far as California is concerned, and par¬ 
ticularly tuo nature of the case now beiDg prosecuted here before the Interstate 
Commerce Commission? 1 Of what do the merchants complain in this case or in gen¬ 
eral in other ways?—A. The transcontinental railroads, m establishing their tariffs 
after the completion of tbe first transcontinental railway, and the same remark 
applies that 1 am about to make to all subsequent transcontinental railways as they 
were completed, found themselves face to face with the competition of the Bea 
carrier between New York and San Francisco, and other Pacific coast termini of the 
roads serving San Francisco and other roads. How to meet this competition was a 
problem which presented itself to them. Iu order to do business between Atlantic 
seaboard cities and Pacific seaboard cities they were obliged to raako rates to meet 
this sea competition after making due allowance for extra time iu transit, marine 
insurance, liability to salt-water damage, and general inconvenience occasioned by 


'See also testimony of Mr. J. 0. Stubbs following. 
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the uncertainties of marine navigation or marino transportation. In meeting this 
competition from New York the railroads incurred the displeasure of certain inland 
cities. Tbo roads serving the Middle West immediately insisted upon applying like 
sea competitive rates between Chicago and other Middle West cities and the Pacific 
coast, thus bringing about what are known as postage-stamp rates. They were 
careful, however, to confine the postage-stamp rates to their Eastern termini in per¬ 
mitting rates to be postage stamped west of the Missouri River. 

Q. You may explain exactly what you mean by postage-stamp rates. Do you 
mean that the rate is the same, irrespective of distanco, anywhere east of the Mis¬ 
sissippi River?—A. Yes. The term “postage-stamp rates” takes its origin from the 
letter-carry ing system of the Government. The purpose of this policy on the part 
of the Western roads was to bring business as near to their Eastern termini as possi¬ 
ble—to bring the origin of business as near the Eastern termini as possible, thus 
securing to themselves the greatest possible amount of revenue out of the business. 
In the establishment of these sea competitive rates the transcontinental railways 
took due recognition of values, density, liability to damage, etc., when goods were 
shipped by sea, and made a tariff which practically confined sea competitive rates 
to the competition as it existed. It was the constant aim and effort of the trans¬ 
continental railways to control, and thereby minimize as far as possible, the competi¬ 
tion of the sea carriers. In these efforts they were successful to such an extent that 
the merchants of San Francisco, to break the monopoly then existing, organized a 
steamship line on the Pacific to be run in connection with the Panama Railroad and 
its steamship lino on the Atlantic, thus creating a through route from New York to 
San Francisco. The merchants of San Francisco, furthermore, subsidized, or encour¬ 
aged by guaranties, the establishment of a rival line of clipper ships around Cape 
Horn. These actions brought about a violent competition between the railroads and 
the sea carriers and a bitter rate war ensued. In this rate war, as in all war meas¬ 
ures, whether commercial or international, all recognized rational measures or sys¬ 
tems previously established were broken down, and rates generally flattened out 
between the Atlantic and the Pacific—or between the territory east of the Missouri 
River and the Pacific coast cities—to such a degree as to show little or no difference 
between carload and less than carload lots, so as to maintain no difference between 
carload and less than carload rates, and to ignore values and proper elements which 
had heretofore entered into the establishment of sea competitive rates. This rate 
war continued, according to the best of my recollection, during 1893 and 1894, when the 
steamship line was abandoned and f he Panama Railroad Company renewed its rela¬ 
tions with the Pacific Mail Steamship Company. The conditions existing before the 
freight war, however, were not restored, so far as freight tariffs were concerned. 
Rates were advanced to some extent, but carload differentials existing before the 
freight war were not restored. During the period when these unnatural conditions 
prevailed the Middle West jobber was enabled to go into Pacific coast territory 
ami secure an abnormally largo share of business. In fact, he was making such 
inroads upon the business of the Pacific coast, jobbers that the latter’s share of 
profits upon investments was entirely inadequate. 

As the freight-tariff conditions were particularly burdensome with regard to hard¬ 
ware and iron and steel products, the jobbing trade of the Pacific coast, through its 
organization, the Pacific Coast Hardware and Metal Association, entored a protest 
against the prevailing transcontinental freight tariff and recommended certain 
changes therein, all of which were based upon the precedents established by the 
transcontinental tariffs in efiect before the freight war before mentioned. After 
several hearings which were granted to the Pacific coast hardware trade, at which 
were representatives of the Middle West hardware trade as well as the trade bodies, 
the transcontinental railroads, at a meeting held in May, 1898, at Milwaukee, issued 
a tariff, which, while it only in a measure restored the conditions existing before the 
freight war, was more generally satisfactory to their Pacific coast patrons. The 
Middle West jobber, having been educated by the abnormally low rates and the 
elimination of carload differentials consequent upon the freight war to look upon 
the Pacific coast as a part of his territory, immediately protested against the Mil¬ 
waukee tariff. In fact, the Middle West jobber was olaiming as a right what had 
been granted to him by the railroads as a war expedient. 

The continued efforts of the Middle West jobber to tear down the Milwaukee tariff 
were successful in the case of the Great Northern and the Northern Pacific railways, 
those roads issuing a supplementary tariff, effective May 1, 1899, reducing carload 
differentials and ignoring in a large measure the elementary basis of a sea competi¬ 
tive tariff, but applying thereto sea competitive rates. This was followed by a 
vigorous protest from the Pacific coast jobbers. The delegation waited upon the 
tariff officials of said roads at St. Paul May 23 and 24,1899. At this meeting a large 
representation from the Middle West was present. The Pacific coast delegation pre¬ 
sented their argument and were replied to by the Middle West. As the Pacific 
coast people had anticipated, the traffic officials of these Northern railways declined 
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to recede from the position they had taken. This led the Middlo West people to 
look for like action on the part of the roads leading into California, the tariffs up to 
this time having beeu very generally identical as to Pacific coast points. The Cali¬ 
fornia roads, however, paid no attention to the action of their Northern neighbors, 
but continued the operation of the Milwaukee tariff. 

Failing to secure a departure therefrom by moral suasion or force of example of 
the Northern roads, the Middle West jobbers, through the St. Louis traffic bureau, 
began suit against the transcontinental railways to enforce the desired reformations 
in the transcontinental freight tariff. Their comnlaint involves 3 issues: 

First. They declare that rates should be graded; that is, that a lower rate should 
exist from St. Louis than from Chicago, and a lower rate from Chicago than from 
New York. 

Second. That carload differentials should be minimized, or that there should be a 
very material reduction in carload differentials from those shown in the Milwaukee 
tariff. 

Third. That blanket descriptions should be adopted. By blanket descriptions 1 
mean that a variety of articles widely diverse in value, density, and liability to 
damage should be permitted to be packed into a case and a common rate applied to 
all, said rate being not in excess of sea competitive rates generally. 

Q. The whole contest, then, is one between the Middle West and the Pacific coast 
jobbers!—A. Yes. 

Q. Who can decide that controversy as a matter of fact to-day? That is to say, 
who can determine which of those two sets of jobbers shall do the business?—A. 
The Supreme Court of the United States. 

Q. But until a decision by that court, does the power to make this adjustment rest 
absolutely with the railroads by their adjustment of rates?—A. It does; yes. 

Q. Do you appreciate that in pushing a case before the Interstate Commerce Com¬ 
mission you may have to repeat it or carry it to the Supreme Court!—A. We do; yes. 

Q. Would your organization, and do you think the merchants of California in 
general would, welcome an enlargement of the powers of the Interstate Commerce 
Commission?—A. They would. 

(^. And that they would be willing to trust the issue to them?—A. Yes. I foel that 
the Interstate Commerce Commission—and in saying this I believe that I pretty 
generally reflect the sentiment of all with whom I have conversed upon the subjeotH- 
sbould be given the power to enforce its rulings: not that the railroads should not 
have the right of appeal therefrom, but I would put the burden upon tbo railroads 
aud not upon the Interstate Commerce Commission. As the law is to-day constituted, 
as I understand it, the Interstate Commerce Commission is obliged to go into the 
eourts to enforce its own rulings. Now, it appears to me that their rulings would be, 
or should be, self-operative; that their rulings must be respected the same as a court’s 
rulings; and if the railroads object to the rulings they should go into the courts and 
appeal therefrom, and not force the Interstate Commerce Commission to go into the 
courts to enforce its decisions. 

Q. The railroads have maintained at times that there was an adequate protection 
for shippers because the interest of the railroads and the shippers was the same; 
that is to say, that rates properly adjusted would produce the maximum volume of 
business. From what you say I should judge that it is not always true that the 
interest of all the shippers is identical?—A. No 

Q. And that a railroad may practically put business into the hands of one part of 
the country as against another?—A. That is just it. 

Q. By the adjustment of its rates?—A. I do not believe generally in destroying 
the geographical advantage of any city. It is that geographical advantage that 
builds the city up, to begin With, or that causes its foundation. It matters not 
whether it is actually a hamlet, a town, or a city. Every one of those owes its 
existence to some geographical advantage with relation to the surrounding country. 
It maybe a hamlet that is located in the middle of a little productive valley—at a 
crossroads perhaps. It serves a certain radius. Or it may be a city like San Fran¬ 
cisco, at the gateway, as we are pleased to term it, of the Pacific coast. The people 
who pioneered San Francisco did not go there because of the beauty of its location 
or because the climate was particularly attractive. They went because of its com¬ 
mercial possibilities. They recognized it as the entrepot to the Pacific coast, aud 
the wisdom of their action has been demonstrated. That was when goods moved 
by sea entirely. San Francisco became the gateway to the entire Pacific coast. 
Goods were distributed up the rivers or redistributed from San Francisco up the 
coast and down the coast and back into the interior by team, and finally local rail¬ 
ways were built, which in turn became distributive agents, and in the course of 
time, as I have already said, the transcontinental railway was built. 

Now, in San Francisco we believe that sea competitive rates should be confined to 
the points where the sea competition exists; and ns I interpret the interstate-com¬ 
merce law as a layman, it is very plain upon that point. The fourth section states 
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that xio waiver of the long-and-short-haul clause may be made where oircumstauoes 
are similar. It is the dissimilarity of circumstances that permits a waiver of the 
long-and-short-hnul clause, and the dissimilarity of circumstances is that between 
San Francisco and New York exists God’s highway, which any ship carrying the 
Hag of this country may use as a free right of way there. It is a small investment 
to build a ship, comparatively speaking. That vessel can load at New York the 
product of the factories on the Atlantic seaboard and of the Middle West to be 
hauled to New York from Chicago. There they find water competition around to 
San Francisco. They do not find it at Chicago. The railroads, if they would carry 
business between the Atlantic seaboard and the Pacific seaboard, must meet this 
water rate. Chicago and St. Louis, ignoring the basis of this rate, say: “Here we 
are nearer San Francisco than you are there in New York. We are a shorter dis¬ 
tance than you are; therefore we should have a lower rate than New York has.” 

Q. Which they do not have at the present time?—A. At the present time they have 
a postage-stamp rate. The railroads in a spirit of compromise, so to speak, while 
they say to Chicago that “Logically your rates should be higher than New York s 
to San Francisco; while you claim it should be lower, we claim it should be higher. 
You claim it should be lower by the share of tho rate from New York to Chicago 
that should he cutout of the transcontinental rate in establishing the Chicago rate, 
giving you tho benefit of your contiguity to San Francisco as against New York. 
We claim that at New York the basis ol the rate is the sea competition, which is 
forced upon us, and that you should first pay the rate to New York, where yon can 
avail yourself of that sea competition, which would increase your rate at Chicago 
over that of New York by this same cost between Chicago and New York.”^ One 
wants it higher and the other wants it lower, so to speak, and they compromise by 
making it tho same, or, in other words, extending the postage-stamp rate. 

Q. As far as St. Paul?—A. As far as St. Paul and St. Louis and Minneapolis and 
Omaha and St. Joseph. Now, in the Denver decision, which in my opinion is one 
of the best decisions that the commission has ever rendered, they call attention to 
the inconsistency of applying sea competitive rates to points not possessed of sea 
competition; and while they specifically state that that is not an issue before them, 
they do state that tho railroads having granted Chicago, St. Louis, and Kansas City 
sea competitive rates,or, inotherwords, that the railroads having departed from tho 
sea, that tho sea competitive rates to tho coast must ho consistent in their very 
inconsistency and not draw the lino at the Missouri River, tint must give Denver, 
Colo., the same sea competitive rate, and they must give it to Salt Lake; wheroas 
the railroads have lioen drawing the line at the river, thus making the rate higher 
from Denver to San Francisco, and even from Salt I.ake to San Francisco, than it 
was from Chicago or St. Louis or New York to San Francisco. That was all done 
in a self-serving spirit, as I have said before. The railroads terminating at the Mis¬ 
souri River wanted to creato business at thoir eastern termini, and in that way 


maximize their net earnings. , , 

Q. What now is tho actual competition that exists? In other words, what goods 
go iiy water at the present time, and are there any goods whioh would not go by 
water under any other conditions?—A. There is a large volume of business going 
by water at tho present time. That volume is increasing, and it consists of partic¬ 
ularly heavy goods—hardware, groceries, and all commodities whose value is not 
excessively high. .... .... , .... 

Q. Does structural iron go that way?—A. Yes; structural iron. I am not in tue 
structural-iron business, I would say, and I can not state that ot my own personal 
knowledge; but I know of iron analogous to structural iron which does come there. 
I should say that there is no reason why it should not go by water. Anything 
wherein the value or liability to damage is not great can go by sea. Understand 
this, that ill shipping by sea the value cuts a very considerable figure. In the tirst 
place, with a sailing vessel it means a matter of 4 months longer than by rail. Now, 
those goods are bought and paid for ot the point of origin and that amount of capi¬ 
tal la lying idle when it goes on a long voyage like that, and the interest has to ho 
considered npon that amount of money as against the rail haul, which is shorter. 
In other words, you have to add to your actual sea freight the interest on the money 
for the louger time that the goods ore in transit over what they are by rail. You 
have to add to your sea rate the marine Insurance which does not obtain when 
shipped by rail. You have to add to your sea rate the liability to salt-water dam¬ 
age, which does not obtain when shipping by rail. Then yon have got to add to 
your sea rate a certain percentage to offset the general convenience of bringing by 
rail over hrinoinff bv sea. netting your orders quickly. It is not a matter of putting 


this rate against that rate when yon come to shipping by sea. inat is wnaiwe 
demand the railroads should take into consideration and what the Middle West 


have requested them to ignore. , , 

O. To pass over that, what is the opinion of the California merchants rem 
the consolidation of tho Union Paoific and Southern Faoiftc railroads? I 
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regard it with favor or otherwise! Do they predict any effect upon rates or upon 
business in general!—A. I believe that the establishment of ocean-to-ocean railroad 
lines under one control, and it seems to me very evident that that is coming, and in 
the very near future, would be a good thing for the Pacific coast for this reason: If, 
for example, the Santa Fe Railroad was controlled or owned by or consolidated with 
the Pennsylvania system, thus forming an ocean-to-ocean road, then that, line would 
confine its sea competitive rates between points whore Bea competition exists in 
order that they might not break up their intermediate and local hauls where thoy 
are removed from tuat sea competition. 

Q. Do you mean, in other words, that they would get the long haul from Now 
York to San Francisco on certain commodities instead of having it from Chicago?— 
A. Yes; not that they want the long haul at the lower rate or even the same rate 
as against Chicago, but they recognize the inconsistency of their position; they 
acknowledge that they are making this sea competitive rate apply from Chicago 
simply from a self-serving interest, and that it is inconsistent. They could afford to 
assume the consistent position, having a through line from ocean to ocean, and con¬ 
fine their sea competitive rates between the points where sea competition exists, and 
it would not he to their interest to gi\e Chicago the benefit or arbitrary advantage 
of sea competitive rates. In .other words, to make that clear, a Chioago railroad or 
a railroad whose eastern terminus is in Chicago wants to have all the goods it can 
originate in Chicago and build up the manufacturing of Chicago, draw it away 
from the Atlantic seaboard. Therefore, they givo the Chicago manufacturer the 
benefit of the Atlantic seaboard manufacturers geographical position. The Atlantic 
seaboard manufacturer has n natural advantage, which the Chicago manufacturer 
has not, to ofiset this relation, and the Chicago manufacturer has an advantage 
which the Atlantic manufacturer has not with reference to the Mississippi Valley 
territory. But the Chicago man, having already built up his business iu the terri¬ 
tory which is naturally his, wants to go farther and reach into the other follow’s 
territory out on the Pacific coast; and while he has not the geographical position 
which entitles him to it, it is arbitrarily bestowed upon him by the railroads serving 
Chioago, because the railroads serving Chicago say, “ We have not any place in New 
York; we do not serve tho man at New York; we can not get his haul, or if wo do 
we only get a part of it; we have to pro rate with this other road; therefore we are 
not interested in building up New York. We are interested in building up Chicago.” 
And if that same road had a line leading from New York to the Pacific coast then 
it would say, “ Let each place stand upon its own bottom and for the trade that is 
tributary to it and not force the combination of trade to get territory to which that 
trade does not belong.” 

Q. (By Mr. Ripley.) That same argument, then, would make the people of the 
Pacific coast rather complacent over the union of the Croat Northern and the North¬ 
ern Pacific with the Chicago, Burlington and Quincy?—A. The Great Northern and 
Northern Pacific union with the Chicago, Burlington and Quincy, of course, gives 
those two roads the Burlington’s own entrance into Chicago, St. Louis, Omaha, and 
Kansas City, as the Burlington serves all those cities. I do not know that it would 
make any material difference to us. Personally I would bo glad to see those roads 
get control of a road leading to the Atlantic seaboard, because, on the theory that I 
Have stated here, I believe it will work out our salvation. I do not waut it to stop 
with the Burlington. It merely gives them a station. St. Paul and Duluth remain¬ 
ing their eastern termini, it increases their terminal points in the east by the addi¬ 
tion of the Burlington’s terminal points, that is all. Having acquired the Burlington, 
the next step will be, I believe, from the signs of the time, the acquisition by them 
of the Erie or some other trunkline, just as I believe that the Vanderbilt lines really 
in fact do control to-day an ocean-to-ocean line. 

Q. You refer to the Union Pacific?—A. The Union Pacific and the Northwestern. 
The Union Pacific controlling the Southern Paoific, aud the Vanderbilts controlling 
the Union Pacific and having the Northwestern, would give them an ocean-to-ocean 
line. 

Q. Would the construction of an independent line by tho Burlington to the Pacific 
coast have any bearing on this general situation? The project has been mentioned, 
and is, iu fact, said to be at tbe bottom of this opposition of the Union Pacific to this 
union of the Chicago, Burlington and Quincy and the Great Northern and the North¬ 
ern Pacific.—A. I have heard that so stated, and I think there is considerable reason 
to believe that it might be so. I do not know anything about it authoritatively. But, 
of course, the more railroads we have into that section of the country the more the 
country is developed and opened up. I am always pleased to see railroads con¬ 
structed into territories, because the general effcot is the opening up of the country. 
But, so far as freight rates are concerned, I sometimes think that it simply means one 
more road to divide up with. Therefore they say, “Boys, let us get together and 
pass them up a little. We can not afford to oarry as cheaply as we did before. 
There is one more road to divide with.” 
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Q. Do the merchants complain any more of commercial discriminations, rebates— 
any of those practices that usually prevail during rate wars? Do they exist at the 
present time, so far as you know, to any considerable extent?—-A. In a rate war there 
is no occasion for rebates. They simply “ sock ” the rates right down so that they can 
not make any rebates; but it is when the war is oft’ and rates are supposed to be 
maintained that the rebates come in, the secret rebates. We are opposed to rebates 
out there. I do not believe there is a shipper on the Pacific coast but that has at 
some time or other received rebates. 

Q. They have been prevalent in the past, theuf—A. They have been prevalent in 
the past. At the same time the thinking ones among the merchants were making 
every effort to prevent them. It was urged that the Canadian Pacific, whioh was 
oarryiug business into San Francisco by its line via Vancouver steamships down to 
San Fraucisco, thus making rather a roundabout Hue, by its claim of a 10 per cent 
differential—its enforcement, in fact, of a 10 per cent differential below those oi the 
direct all-rail lines—was causing the all-rail lines to secretly cut. That was the 
excuse that was given us by the all-rail lines, and with that information before ns, 
we got together in San Fraucisco and pledged ourselves not to ship by the Canadian 
Pacific. The people in the hardware and metal trade I refer to. You take away 
the iron and steel and grocery transportation and you take away the prop which 
doth sustain the house, so to speak. There was a publication extant showing the 
efforts of the San Francisco merchants. It all comes in as a part of the proceedings 
at the conference or at least the arbitration as between the transcontinental Amer¬ 
ican railways and the Canadian Pacific at Chicago, which shows the attitude of 
the San Francisco merchants in that case. It is a matter of record. 

We stuck by that agreement and did not ship by way of the Canadian Pacific 
road. It was merely a matter of the different people in the same lino of business 
agreeing not to ship by that road. The result is that the Canadian Pacific is to-day 
out of business in San Francisco practically. They have a tariff, but of course they 
realize it is natural that they can not expect to carry business to San Fraucisco at 
the same rate the other lines do. It is out of their territory just as much as Victoria 
and Vancouver in British Columbia are out of the Southern Pacific’s territory. 
Now, there was considerable self-sacrifice about that action, because it^is pretty 
hard for a man to give up or pay 10 per cent or 11 per cent more on his freight when 
you reverse the basis. But it was done to prevent this rate cutting. The Ameri¬ 
can railroads had alleged that that was the occasion of it, that they were not going 
to see the Canadian Pacific get business by making public a tariff showing a 10 per 
cent differential, while the American roads had agreed among themselves to main¬ 
tain certain tariffs. They were not going to see the Canadian Pacific get business; 
that was all. Now, we removed the alleged cause by the voluntary action in San 
Fraucisco, and since that time there has been a great deal less cutting of rates, at 
any rate. We would be very glad to see some arrangemeut made, whether it be by 
pooling or otherwise. 

I believe in legalized pooling, something to establish the stability of rates, exactly 
the same as the Government postal service is stable by the use of postage stamps. 
We know that our competitor is not sending any more for his postage stamps than 
we send for ours, and we know that he eau not send his 4-pound package through the 
mails any cheaper than we can seud ours. That is satisfactory. It puts us on the 
same footing, where we want to be. The only reason why a good merchant seeks a 
rebate is to put himself ou the level of his competitor. He says, “That fellow is get¬ 
ting it; I know he is, and I have got to get it if I am going to stay here in busi¬ 
ness.” Now, if he knows that the other fellow is not getting it, the good merchant 
is not going to waste any time around the railroad office asking for rebates. 

Q. (By Mr. A. L. Harris.) Would the Canadian Pacific go into any arrangement 
of that kind to prevent rate cutting?—A. Well, it was the Canadian Paollic’s atti¬ 
tude that was the alleged cause at one time of rate cutting. The Canadian Pacific 
claimed that it waa what the railroads call a differential road, that it had physical 
disabilities to overcome; that the road was longer, and that there was a transfer 
from road to sea to get the goods from San Francisco, and that the merchant from 
Sau Fraucisco would not ship by that line unless there was some advantage in it. 
I do not believe in the differential principle. I think it is all wrong. I think that 
each tub should stand on its own bottom, take the consequences of its geographical 
location, and take the goods that its location calls for on an equal basis, and not try 
to step into the other fellow’s territory on an unequal basis. 

Q. (By Mr. Riplky.) You have spoken of legalized pooling. How far, in vour 
judgment, will these railroad consolidations that have taken place, particularly in 
the Western territory, do away with the necessity for that?—A. Only to the extent 
that any agreement is more apt to be kept if there are few parties to it than If 
there are a great number. In other words, the fewer the parties to an agreement 
there are the more liable it is to be adhered to—the less chance there is of some one 
jumping over the traces. 
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Q. (By Mr. A. L. Harris.) Would it be possible, in your opinion, for the Inter¬ 
state Commerce Commission to approve freight rates and then see that they are 
maintained, and thereby prevent discrimination and rebates!—A. I think it would; 
yes. 

Q. You think that would be not only possible but desirable?—A. I think it would 
be not alone possible but desirable. I think that when legalized pooling was pro 
posed it was with reference to just some such arrangement as that of which I spoke. 
I think that whatever pool the railroads might enter into it should be under the con¬ 
trol and direction and the supervision of the Interstate Commerce Commission. That 
is what I mean by legalized pooling. That would be the proper body for it to come 
before. 

Have you any complaint to make in regard to change in classiiication and 
thereby change in rates?—A. We have complaints to make. There is no tariff that 
was ever constructed, no railroad tariff’, that is consistent. There are inconsisten¬ 
cies in all tariff’s, and it is only by continually calling the attention of the railroads 
to these inconsistencies that tboir correction is secured. In the meantime others 
creep in. Some new' rate is put into effect which is in itself inconsistent. You have 
to look out for that, and the result is there is a constant revision of tariffs going on. 
These transcontinental railways have a freight bureau through wbich those revisions 
are made. They have an official located in San Francisco, with quite an office force, 
to handle all these revisions. 

0. What is his name?—A. Mr. R. H. Counties. 

Q. That is called the San Francisco Freight Bureau?—A. No; it is the Transcon¬ 
tinental Freight Bureau. The Transcontinental Freight Bureau is an organization of 
what is known as the transcontinental railroads; but the transcontinental railroads, 
strictly speaking, are not transcontinental railroads. That is the name that applies 
to ail roads west of the Missouri River; they are what are known as the transconti¬ 
nental railwajs. Some of those roads, like tiie Santa Fe, and the Rock Island, and 
the Burlington, reach east of the Missouri as far as Chicago, and the office that 
deals with roads that do not reach east of Chicago is called the Transcontinental 
Freight Bureau. That is called the Transcontinental Bureau, and R. H. Counties, 
No. 49 Second street, San Francisco, is the agent. These roads, to get around the 
trans-Missouri decision, stipulate that this tariff which contains individual rates, 
rules, routes, and regulations of each company, respectively, is subject to change by 
each company without the consent of any other company whose name appears 
hereon. 

Q. In your judgement, if each road were not allowod to take such independent 
action, such an agreement would have to be given validity to be enforceable in a 
court of law, would it not?—A. Yes; as in this case. That is » gentleman’s agree¬ 
ment. They hedged it about carefully, it is true, in order to evade the law, and 
they can go and prove that there is no combination. It is particularly stipulated 
that there is not, but under all there is a gentleman’s agreement. It is on honor, 
which is oftentimes more binding than in case of a legalized agreement. 

Q. But if oue of the roads be without honor there is no way to enforce it?—A. No. 

Q. And, in your judgment, to make such a contract enforceable in a court of law 
anil before the Interstate Commerce Commission would conduce to stability of rates 
and uniformity of records?—A. Yes; most assuredly. 

Q. (By Mr. A. L. Harris.) Would it be possible to have a national classification 
of freights, or articles, rather, and thereby to some extent avoid the complication 
that wo now have of different classification districts?—A. Well, classification is a 
matter which is generally regulated by the relative volume of traffic in certain com¬ 
modities in the respective districts. For example, the railroad tariff through the 
South in the territory covered by the Southern classification pays particular atten¬ 
tion to cotton and to iron and steel from Birmingham, Ala., and to coal from the 
same district, and perhaps to other particular commodities of that district. The 
Western classification is made with a view to the traffic familiar to the territory 
west of the Mississippi River. The Eastern, or Official classification, as it is known, 
is made with a view to meet the requirements of the territory north of the Ohio and 
east of the Mississippi River. I believe that a national classification could and 
should be made. That would not prevent these particular localities from making 
exceptions to the national classification to suit the particular staple commodities 
that they move in large quantities, bulk, and volume. 

Q. (By Mr. Ripley.) In other words, yon refer to making special commodity 
rates?—A. Special commodity rates, as are made in each of those locations l have 
mentioned. There are exceptions to the Southern classification; there are excep¬ 
tions to the Western classification; there are exceptions to the official classification. 
There is not a railroad operating in the respective territories covered by those 
classifications that does not publish its commodity tariff, which of itself and by 
itself contains exceptions to the classification under which they are operating. 
Now, that is just as easily doue under national classification, in my opinion, where 
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there are the individual roads, as it is under these three classifications that now cover 
the territory. 

Q. What'is the nature of this transcontinental tariff!—A. It is a commodity 
tariff. 

Q. Does it relato entirely to commodities?—A. Entirely to commodities. (Pro¬ 
ducing paper.) Just look at that in the west-bound tariff. Here are the class 
rates. I was going over to the Interstate Commerce Commission and had some 
matters to refer to tliero to day. Those are supplements. Now, there are your class 
rates governed by tho current Western classification, terminal class rates. There is 
all there is to it. That is all there is to the class tariff that is governed by the 
Western classification. If an article is in the third class from Missouri River points 
it takes the rate of-. Now, here are all your exceptions to that. 

Q. (By Mr. A. L. Harris.) The exceptions are larger than the classifications?—A. 
The exceptions are the whole thing. They are forced by the competition. They 
have got to break away from the Western classification and meet conditions as they 
find them. They do not make auy classification here, and the result is they have 
to take into consideration all the elements I have described in meeting the sea 
competitive tariff. 

Q. (By Mr. Ripi.f.y.) There is no disposition for the sea-carrying trade to get into 
line with the railroads, as in the coastwise trade of the Atlantic?—A. There was a 
disposition, and that is what caused the alarm that was felt. We did not want to 
see our advantage nullified by giving like advantages to points not possessed of the 
geographical position we have, but I do not think there is any movement of that 
sort on foot now. There is a liue of vessels established now to San Francisco, very 
large vessels of 8,000 and 12,000 tons register, so 1 am informed. There aro four of 
8,000 tons and throe of 12,000 tons, belonging to what is known as the American* 
Hawaiian line, which is composed of the old Bailing vessel proprietors, a consolida¬ 
tion of the people who were formerly running sailing ships around to San Fraucisco. 
'] hoy will give us by steam a regular service, sailing on the 1st of each and every 
month for San Francisco from New York. They expect to make the voyage in 60 
days to San Francisco. That gives them a cargo to San Francisco. From San Fran¬ 
cisco they go down to Honolulu, where they are sure of a cargo of sugar at all 
times, and that they take to New York. 

Q. Would such a line as that participate at all in the subsidy under the provisions 
of tho subsidy bill introduced in the last Congress?—A. I must confess that I am 
not sufficiently familiar with that subsidy hill. There were several amendments 
offered to it, but I am rather obscure now as to just what that bill was. If you will 
pardon me, one thing more concerning this competition by sea between Now York 
and San Francisco. It is going to be the most potent of any feature yet estab¬ 
lished. There are objections to sailiug vessels; merchants had objections to ship¬ 
ping by sailing vessels which do not prevail with these steamers. The principal 
objections to shipping by sailing vessels was not tho long time in transit, but it was 
the uncertainty when tho ship would get in. Now, that vessel might be only 4 
monthB. She might be, as was the average, 5 months, and she might be6 or 8 months, 
or even a year. She might start around Cape Horn and meet adverso winds and 
really come to San Francisco by way of the Cape of Good Hope, and yet arrive in 
good order; but it would be past the season for the goods; that was the great 
objection. It was not tho length of time, because that is merely a matter of calcu¬ 
lation. A merchant can sit down and allow for the difference in time, if he iB sure 
that his allowance is based upon safe premises. Now, these steam vessels, consti¬ 
tuting a new element in competition, do away with that uncertainty because steam 
is sure. These vessels go through the Straits of Magellan and arrive in San Fran¬ 
cisco even with greater regularity or nearer their schedule time than the rail freight 
arrives. It is merely a matter of figuring 40 days longer. The average time of 
rail freight is about 20 days from the Atlantic seaboard, and this is 60 days. The 
merchant allows 40 days longer, and his goods are there. The railroads will find 
it the most potent competitive element they have ever yet had to contend with. 
'They are vessels of large carrying capacity and low consumption of ooal. Their 
rates are to-day scarcely higher than the sail rates prevailing immediately before 
the establishment of this war. 

Q. Can yon specify what a few of those rates are?—A. I can give you the range 
of them. They run from 40 cents per 100 pounds up to about 65 cents, according to 
the class of goods. 

Q. What would be the rate, all rail, on the bulk of that class of goods comprised 
there?—A. It would be from 60 cents to $3. The rail carriers endeavor to make a 
very low freight rate upon what is known as “bottom freight;” that is, the freight 
that is taken iu the lower hold, such as bar iron, steel, nails, barbed wire, steel plates, 
billets, etc. I simply wanted to bring that before you as one of the elements of 
competition that has not heretofore existed, and whioh is only just upon the 
threshold, so to speak, of the transportation structure. 
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Q. (By Mr. A. L. Harris.) fixate if yon please what, the feeling of the Pacific 
slope is in regard to the Nicaraguan Canal.—A. The feeling is favorable to it. At 
first blush it might seem strange that a man doing business in San Francisco would 
favor a proposition which is going to bring Chicago, St. Louis, and New York even 
into closer competition with him than they are to-day. I say “Chicago and St. 
Louis” on the hypothesis that they would avail themselves of the short rail haul 
to New Orleans or Galveston, and overcome in that way their physical disabilities 
toward the use of the canal to get up the coast to San Francisco. Furthermore, 
the caual is going to make a gateway to the Orient, in my opinion, and San Fran¬ 
cisco is about the only gateway as it is to-day. 

Following the line of the least resistance, merchandise leaving St. Louis would 
go down the river, or go down aloug the river by rail, to New Orleans—and the 
river is the controlling inlluence in that rail rate, which makes it a matter of indif¬ 
ference whether it is shipped by river or by rail—aud would l>e loaded upon vessels 
at New Orleans or Galveston, taken through the Nicaraguan Canal, and cross the 
Pacific Ocean, whereas to-day it neoessarily goes through San Francisco to go 
there. But I believe at least we have got to weigh these matters as to the advan¬ 
tages and disadvantages. I believe the advantages outweigh the disadvantages; 
that to San Francisco herself, speaking selfishly, it would be a, disadvantage; but 
we would have an open highway lor common communication with the Atlantic sea¬ 
board—with all Furope as well—for our products, and quick transportation for our 
products; and, as in all cases, the water would bo the controlling factor in the rail 
rates on such goods as are perishablo, aud that is what wo produce in California 
pretty largely. 

So far as onr fruits are concerned, they are all perishable. Oranges, for instance, 
could be shipped by the Nicaragua Caual aud through to Now Yolk by vessels. The 
fruits could bo put into refrigerator vessels, the samo as they are brought to New 
York to-day from South American ports, as I understand it, and it would minimize 
the freight rates upon thoseCalitornia products and therefore, in my opinion, increase 
the consumption and open np new markets, the reflected benefit going eventually to 
San Francisco. The more, money that can be placed in the hands of the producer in 
California, the better it is for the State. There will be more money lelt in his hands 
if tho freight rates on bis products are reduced, because the market at this, that, or 
tlio other point would remain practically tho same, regardless of the fluctuation iu 
freight rates, if that market is controlled by foreign or other competition. 

Q (By Mr. Ripley.) So that every reduction of the freight rate would mean so 
much more for the producerf—A. Yes, as a general proposition. Sometimes not in 
the case of articles controlled by combinations—they take up the slack, as I say, and 
put that in their pockets. That is done sometimes. 

As to the Oriental trade, perhaps I have covered one feature of that in tho remarks 
1 have .just made about the Nicaragua Canal; but I believe in general that there is 
a great future for the United States in the Orient. The Chinese, who are a very con¬ 
servative race, are just learning to use American flour as a substitute for rice. They 
arc a very imitative people, and it is a case of follow the leader with them after the 
influential leaders, so to speak, have instituted a reformation; aud instead of our 
shipping our wheat, as we are now and have been doing, to Liverpool, there to be 
ground into flour and distributed, we are and we will be in the future turning that 
wheat into floor and shipping it to the Orient, thus getting the benefit of the manu¬ 
facturing process at home and improving our own market aud industrial condition 
to that extent. It necessarily follows that the market for flour must he moro profit¬ 
able than the market for wheat; otherwise it would not be turned into flour aud 
shipped to tho Orient. It seems to me that there is an almost unlimited demand 
over there for Hour. That is indicated by Mr. James J. Hill’s preparations. I do 
not agree with him iu his railroad theories at all times, but I think he is a man of a 
great deal of discernment. He has been building very large vessels, you know, to 
run to the Orient, anticipating an immense flour trado over there, aud we have 
already got a good deal of that trade. Ships leave San Francisco loaded down with 
flour. We have something like 12 vessels a month, I think, that leave San Francisco 
for the Orient, whereas we used to have a few years ago only 2 or 3. 

Q. There aro some of those going with supplies to the Philippines, are there 
not?—A. I am referring to tho Orient particularly. The Philippine business as yet 
has not opened up lo a very great extent. There are a great number of transports 
going to tho Philippines which are loaded with Government supplies, but there 
have not been what you might call any established trade relations with the Philip¬ 
pines as yet because of the generally unsatisfactory conditions, commercially speak¬ 
ing, there. No merchant likes to sell goods in a country where there is a war going 
on, and the cautious merchant does not do so unless he gets his money at home for 
it. 11 o does not send a man to exploit trade until things are settled. 

I think that with the settlement of our troubles over there that a great many San 
FranciBco houses will exploit that trade, and see what can he done. Like all Spanish 
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countries, however, and a great many other foreign countries, the people have first to 
he educated up to using our products and usiug our utensils. That, I believe, will be 
accomplished really by the army we have over there. The natives see what the 
advantages are of American manufactures, American utensils, American products, 
both food and otherwise. Acquiring a taste for them and imitating the Americans 
there already in official life and in the army, the people begin to use what we have 
to sell. It really pioneers trade much more quickly than would be possible if we 
never had a war and sent over somebody to try and do business with those people. 
There would ho no use in doing that. 

Q. (By Mr. A. L. Harms.) Will our producers and manufacturers be compelled, 
to some extent, at least, to gratify the taste of the foreigner in extending the foreign 
tradef—A. Yes; I think that is something that our manufacturers should observe 
in their manufactures and our producers in their methods of packing and putting 
goods up for market. They should cater to the foreign people. That is one of the 
purposes of tho Pacific Commercial Museum recently organized. 

Q. (By Mr. Riplky.) Is that an adjunct of tho Philadelphia Museum?— A. It is 
suggested by the Philadelphia Museum, ami the Philadelphia Museum has been very 
courteous to us. Dr. Wilson and Mr. Harper have been out then*. 1 enjoyed a very 
pleasant half day the other day with I)r. Wilson. Last Friday, before coming over 
here, he took mo all through and explained all about the place. We have organized 
this museum on lines similar to theirs, and they have very generously and graciously 
ottered us a large supply of duplicate samples. The gathering of those samples 
enables us to see what the tastes of these particular foreign markets are, and while 
in California we are not as yet much of a manufacturing community, at the same 
time in the putting up of our products and of such manufactures as we do put out 
we can cater to the tastes as exemplified by the exhibits and the information we 
receive. Incidentally, I believe that is the secret of the decadence of British trade 
ami the advancement of Herman trade abroad. The British, with characteristic con¬ 
servatism and bulldog tenacity, have insisted on the buyer takiug what they gave 
him, but tho Hermans have gone around and said, “What do yon want?” 

Q. What do you manufacture in San Francisco? What local manufactures are 
springing up ? —A. Wo manufacture clothing, boots and shoes, cigars, shot, cartridges, 
lead pipe, sheet lead, mining and milling machinery, harvesting machinery, agri¬ 
cultural implements, wagons and carnages. We roll bar iron and steel, manufac¬ 
ture tacks, wire, wire cables and rope and some nails. Manufacturing in the iron 
and steel lines is not in a very healthy condition out there. 

Q. Are you hampered by tho ex pen si veil css of fuel i —A. We have been, but 1 
believe that question is being solved in a large measure bv the development of 
electrical power, and also cheap fuel obtained from the oil wells which are being 
developed all over the State. These are making oil cheap, and it is now being put 
into all the factories and furnaces, which reduces tho cost of fuel very materially, it 
being estimated, I believe, that in beating or in steam-producing units barrels ol 
petroleum are equal to one ton of coal. 

Q. Is the petroleum brought north in pipe lines?—A. No; not yet. We think it 
will be. It is brought to the sea coast in pipe lines in Southern California, some 80 
miles down to the coast. 

Q. (By Mr. A. L. Harris.) Do you consider that field almost inexhaustible?— 
A. Yes; it is. 

Q. It covers a good doal of territory?—A. Yes; and the development is constantly 
going on. 

Q. With that prospect in view, it will overcome the disabilities under which you 
labor now, in regard to manufacturing as far as fuel is concerned?—A. Yos; and 
where power is required, the electricity will do that for us. These two elements 
have both been simultaneously developed, you might say—almost simultaneously, 
the electrical power having antedated the other a year or two. Tho electrical 
power is being generated by the waters of the Sierra Nevada Mountains, and then 
conveyed by wire down into the valleys below, and is in that way produced at a 
very low cost. We can not afiord to produce electricity by the use of coal or by the 
use of oil even, but producing by natural power and with the improvements made 
in saving loss in transmission, 1 think it is going to be a very important factor in 
running the small factories—in clothing factories, running the sewing machines, 
and in hoot and shoo factories; also in machine shops for running the lathes and 
running individual machines. 

Q. Have you any coal suitable for commercial and steam purposes within the 
Northwest territory?—A. Yes; there is very good steam coal about Soattle, in the 
Cascade Mountains, up in that neighborhood. 

Q. Do the railroads use that at all!—A. Yes; the Southern Pacific gets its principal 
coal supply back of Tacoma, at a place they call Carbonado. They have colliers 
running regularly between Tacoma and San Francisco and Los Angeles, carrying 
coal for the roads. 
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Q. Wbat effect, if any, is anticipated on the Pacific coast by the recent consoli¬ 
dation of all the iron and steel industries into the United States Steel Corporation?— 
A. That is a problem that 1 am not prepared to answer yet. We are all at sea; wo 
do not know. I have asked that same question, 1 presume, of at least 20 gentlemen 
far more competent to answer it than I, and they did not at tempt to reply. They are 
people I have met since I have been Past—men that are right in touch with it. 

Q. I referred particularly, of course, to the problem as it is presented on the 
Pacific coast. You have no local manufactures of snllicient importance to be really 
threatened to be absorbed by them. You have stated that the manufactures of that 
class are in a rather unhealthy condition.—A. Yes; because wo have not the raw 
material at hand, and we have not hail clioap fuel. If you remember, I stated that 
there were some nails manufactured there. The reason for qualifying that state¬ 
ment was that we used to manufacture a good many nails there. The California 
Wiro Works manufactured nails. The Washington Woven Wire Manufacturing 
Company bought out the California, and in turn were bought out and became a 
part of the American Steel and Wiro Company. Now they are closed up. The 
owners can produce cheaper in the East. 

Q. It is shut down now?—A. The nail factory was shut down by the American 
Steel and Wire Company. That is about the only industry we have to bo affected 
by the consolidation. The effect is about all done. I do not know that they have 
reduced their factory force, but they have put them into other work. They are 
now producing wire rope, and that is used in street uiilroads, mining, and hoisting, 
in the rigging of ships. While there are other companies that are more profitable, 
they have simply closed up the nail part of their plant. 

(By Mr. A. J„ Harris.) You did not mention m your line of productions sugar 
refining, did you?— A. No; I did not. I did not mention Hour, nor did 1 mention 
fruit canning. Those omissions were intentional, and perhaps I should have men¬ 
tioned them. 1 look upon fruit canning as much manufacturing as Hour making. 
You are putting fruit into merchantable shape the same as \oil are putting whoat 
into merchantable shape in tin* other wa t \ -into shape for consumption. You are 
also putting raw sugar into merchantable shape. All those things we manufacture 
there. Of course, our fruit-caiining industry is large, as is our wine-making industry. 

Cj. If you have time, I wish you would touch upon those industries, at least 
briefly.—A. Well, I do not know that, there is very much to say. I also failed to 
mention that we have wnoleu nulls. 

Q. (By Mr. Ripley.) Woolen mills?— A. Yes. 

0. For the consumption of the (California product?—A. The California product, 
and they bring in wools from Nevada, of course, and the surrounding Pacilic coast 
region. 

(J. Any from Australia?—A. I can not tell. I am not sufficiently familiar with 
that business to know whether they do or not. 1 have talked some with wool men, 
and 1 know that tlioy used to bring some Australian wool in. Whether they do 
to-day I could not say. 

(J. As to the fiuit canning, that industry, of course, is a large one out thore?—A. 
That is one of our principal mteiests. That, has a short, season. It necessarily lasts 
only during the tame flint, the fruit is in condition to be canned; but from an indus¬ 
trial standpoint it is fortunately at a time when the labor of girls and boys can be 
obtained. It is vacation tamo tor them, and particularly in the country it is noth¬ 
ing unusual to sec a whole family working iu a cannoty m the summer time. Thero 
are also canneries in San Francisco, the fruit being shipped down the river and 
brought round t.lie bay to that. city. The w ineries are distributed pretty generally 
throughout the vine-growing districts. J think they are on a better foundation 
now than they have been before, and 1 understand the business is fairly profitable. 
It has not been so until recent, ^ears. 

Q. (By Mr. A. L. Harris.) Is the recent, reciprocity treaty with France in regard 
to the reduction of the duty on wine giving your people any concern?—A. Yes, I 
think it is; considerable. 1 think they protested very vigorously to our delegation 
in Congress. 

Q. (By Mr. Ripley.) Does any considerable quantity of wine go to France to he 
reshipped to this country again?—A. A great deal, so I am informed. Understand 
me that I am not here as an expert on these things, because they are entirely foreign 
to my business, and this information is only what, one who makes an attempt to 
keep in touch with the times and observes as he goes along picks up. Therefore, 
yon can take it for what it is worth. I am informed that there is a great deal of 
wine shipped to Franco; a surprisingly large quantity of it. 

Q. Have you a large raisin industry?—A. Yes. 

Q. Have you any knowledge of the cooperative distribution of tho raisin crop?—A. 
Yes; I think there is some such arrangement, as 1 understand it from the newspaper 
reports, us I get them. There is some such arrangement on the raisins as there is on 
prunes, that instead of the farmers all competing with one another to a ruinous 
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extent, they have pooled their iRsnes and made one central agency for the marketing 
of their product. That is about what it amounts to, as I understand it. 

Q. Has that been satisfactory f—A. Well, 1 might answer a good deal like Josh 
Whitcomb. Perhaps you remember in the play where his triend in New York, whom 
he was visiting, was inquiring about how the old folks of his boyhood were, and 
what had become of them, and he asked him after Simpson. Josh says, “Dead.” 

“Dead? 

“ Yes. 

“What was the complaint? 

“No complaint; everybody satisfied.” 

So, when you ask me if it is satisfactory, I say I have heard no complaints; I do 
not know. [Laughter.] 

Q. Products like that which go abroad go by water, I suppose, or do they go 
across the country by rail?—A. They go across the country by rail. 

Q. Do they have special oxpoit rates?—A. The canned goods for export are sent 
around from San Francisco in clipper sailing vessels to England. Raisins are, I 
believe, shipped in the same manner to a considerable extent. L do not know just 
how much of a foreign market there is for raisins; I am not informed as to that; I 
never have heard it emphasized. The canned-goods business has a very good foreign 
market. I know that there is a foreign market lor canned goods. 1 could not say 
as to raisins; possibly there is not as good a loreign market for raisins, owing to the 
fact that they would compete with the Malaga raisins when they get into European 
ground. Rut there is a very good Eastern market here, coming overland by rail, 
because the raisin-growing sections are along the line of railroads, and it is easy to 
load them into the cars, the railroads making a rate which recognizes what might 
be done if they were shipped to San Francisco and loaded into vessels. 

Q. Do you happen to know anything about the refrigerator companies that oper¬ 
ate in the fruit business?—A. 1 only know that Aunour & Company operate a line 
of refrigerator cars and also the E.T. Earl Company, and that recently the E. T. 
Earl Company sold their refrigerator cars to the Armour people. That, I believo, is 
the present status of the car business. Armour, I believe, is at the present time 
owner of the refrigerator cars, as I undeistand it. I think the Santa Fe line has a 
few refrigerator cars of its own. 

Q. Have you over heard that charges lor the use of those cars w'ere excessive?—A. 
I have heard such complaint made; yes. 

Q. Have you any knowledge concerning it?—A. No; I have not. I wonldnotbe 
prepared to say and I would not he qualified lo say whether they are excessive or 
not because I really know nothing directly about it. I think from what 1 can learn 
from conversations with railroad men that the time is not far distant when the rail¬ 
roads will own and control their own refrigerators and do away with these private 
lines, and their proposition seems to be the source of a good deal of friction. 

q. There lias been apparently a good deal of complaint ou the part of the people 
of California of unjust charges by the railroads in absolute figures aud also the par¬ 
ticipation in local politics by the railroads to a remarkable degree. Is that politi¬ 
cal influence on the increase or decrease so far as you know?—A. As you gentlemen 
are aware, we have a new administration in San Fraucisco in railroad matters, and 
when I refer to railroad matters I speak exclusively of the Southern Pacific, it beiug 
the only road we had to do with until the advent of the Santa Fo, which is of a 
recent date. The Southern Pacific is in politics. I unglit say that there has not been 
an office within the gift of the people or subject to the appointment of the governor 
or the mayors of the various cities or any other officials that they have not reached 
out and tried to grab. They state, however, that under the present administration, 
which is that of Mr. Hayes, such things will not be. Time alone will prove the sin¬ 
cerity of that statement. We shall have to wait until Mr. Hayes has been a little 
longer in office to give him a chance to demonstrate its truth. 

q. (By Mr. A. L. Harris.) Now. I wish you would state in a general way whatthe 
industrial condition of California is. I might widen that a little by asking about 
the industrial condition of the Pacific slope at the present time, and your hopes and 
prospects.—A. I think the condition is generally good, and we feel encouraged by 
the attention that was drawn to our resources and possibilities incidentally by the 
Spanish-Araerican war. The transportation of troops through San Francisco has 
been in itself an education to tbe individual members of these regiments, the indi 
vidual soldiers. The volunteers I refer to particularly. They have returned to 
their homes and exploited perhaps the advantages as they saw them of the coast. 
There have been a great many thousand men, as you know, who have passed through 
in that way. Furthermore, the constant advertising the coast has received in the 
press reports of the movement of troops through San Francisco and the advertising 
we have got from tbe fact that we have built some battle ships that have made a 
pretty good record in this war, all serve to attract attention to the place and to bring 
it to the minds of people who really did not before apparently realize that there 
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was such a place as the Pacific coast. It has taught them that there is such a place. 
It has interested them in it, and this has been shown this past winter in the tourist 
travel out there. There has been a greater tourist travel than wns ever known 
before, and I find on inquiry in the East that it has not been at the expense of 
Florida, because Florida has had a greater tourist travel than ever known before. 
The increased volume of travel to the coast, I believe, has been due to two reasons: 
First, the timos have been pretty generally good throughout the country, the peo¬ 
ple could afford to travel; and, secondly, that their attention has been attracted to 
the coast by the amount of advertising it has received incidental to the Spanish- 
American war. All of that is a good thing for 11 s. It attracts, it brings people 
who go hack and talk about the country, and a percentage of them in time make 
investments there, or stay there to live. 

Furthermore, under the present administration of the Southern Pacific Company, 
that company has made an effort to bring in colouists. They have made so-called 
colonist rates under which, for $25, a uiun can go from the Missouri River to any 
point in California. There is no round-trip ticket sold; it is simply one fare for one 
way. That is why it is called a colonist rate. Neither does that rate prevail east- 
bound, as I understand it, from California. That has brought in a very large 
unniber of people, 1 understand. Of course, a great many simply avail themselves 
of the rate to come out and see the country. But it does good, it is a broad policy 
for the railroad to pursue. 

Q. (By Mr. A. L. Harris.) Has the presence of your Chinese population any effect, 
good^or bad, on conditions?—A. The Chinese question is one which to-day is not a 
particularly live one with us. We anticipate no dilficulty in securing the reenact¬ 
ment of the exclusion act, which I believe is about to expire. 

Q. You deem that desirable?—A. Most, assuredly; yes. The number of Chinese 
that are there now compared with the geueral population is not increasing. The 
Caucasians are not menaced by them. Wo have no desire to drive outthosetliat are 
there, but simply to stop more from coming, and it would be unfortunate if the 
exclusion act were not reenacted. 

Q. Do your Chinese usually stay about the cities, or do they go out iuto the coun¬ 
try, into the forests, or upon the farms?—A. They used to enter all lines of employ¬ 
ment when immigration was unrestricted. There was scarcely a vocation that they 
did not take up; but as the Caucasian population increases and the Chinese de¬ 
creases—becauso a great many Chinese have made what to them is a competency 
and havo returned to China—there is an actual falling oil in the Chinese population, 
and I think the census returns show that. 1 am speaking now simply from an idea 
1 have of it, from what I see and hear and read, and 1 am not speaking from any 
figures that I have before me. But 1 believe that the census returns will show that 
there has been a falling off' of the Chinese population in California. I know they 
will show that in San Francisco. 

Q. (By Mr. Ripi.ey.) How about the Japanese? Do you receive them?—A. Y’es. 

I do not regard the Japanese with the same disfavor that I do the Chinese; and the 
disfavor with which we regard the Chinese is altogether a commercial one, for the 
reason that the Chinaman is conservative, and continues to wear Chinese clothes 
and to eat Chinese food, all of which enables him to live in the Chinese fashion, 
herded together like so many cattle. That mode of life, enables him to undersell 
and accept a lower wage than the American workman. Furthermore, Ins earnings 
are sent back religiously to China, taking that much money out of the country, and 
the merchandise to meet his wants and requirements is brought from China to a largo 
extent. He is not commercially a contributor to the upbuilding of this country. 
The Japanese, on the other hand, immediately adopts European garb on arrival here. 
He has a certain pride in his appearance, and he adopts and uses American foods. 
Ho is evidently anxious to become an American, at least to adopt all of our customs 
ami do, while ho is with the Romans, as the Homans do, so to speak; and in that 
way be is a contributor. He is not as objectionable, at any rate, as the Chinaman, 
because he keeps his money here and uses his money here. 

From the standpoint of labor I do not know enough about what the Japanese are 
to be qualified to state. I have heard some complaints from the labor organizations 
of Japanese, labor, and that is all I know of it; but it stands to reason that they cer¬ 
tainly can not, as I see, from the commercial standpoint, bo as objectionable. From 
the commercial standpoint, in no single instance does the objection obtain to the 
Japauese that does to the Chinese. 

Q. (By Mr. A. L. Harris.) The prosperity that you speak of that obtains at the 
present time applies to agriculture as well as to the other industries?—A. I think so. 
Generally speaking, the farmers are prosperous. Of course we are dependent in 
California very largely upon our rains. This particular year we have had very abun¬ 
dant rains ana well distributed, and the prospects are very excellent in that respect. 
We have seasons of drought there, where there is a partial, and in many districts a 
total, destruction of crops—total failure of crops. Generally speaking, the conditions 
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are prosperous, I believe, as prosperous as they can be; at least as prosperous as they 
are in any district. There is always complaint everywhere, you know; always dis¬ 
satisfaction, and discordant and dissatisfied elements in society. 

Q. Is your State laboring under any disabilities of any kind that can be cured in 
auy way by legislation? If that bo so, we will be glad to have you state it. I ask 
concerning anything in addition, of course, to what yon have already statod in 
regard to the interstate commerce law.—A. That is about the only thing that 1 
would feel competent to speak of, and the one thing that I am informed upon. I 
believe there should be some legislation accomplished in that direction, but 1 do not 
know what else there is. 

There is one thing that I do not know but that could probably be accomplished 
within the War Department, although I am not certain, and that is as to the present 
system of purchasing Government supplies with relation to the Army in the Philip¬ 
pines, where the most of our troops are to-day r . The Government, as I understand 
it, has a system whereby clothing, for example, is purchased and stored in Philadel¬ 
phia. Hide are called for for thedelivery at Philadelphia of so many thousand yards 
of cloth, or so many suits, or so many pairs of trousers, or so many pairs of shoes, 
so many forage caps and campaign hats. Philadelphia is the clothing depot. .Jef¬ 
fersonville, Ind., on the other hand, is the depot where camp equipment is stored; 
field ranges and tents, and also wagons for transportation, 1 believe. Bids are called 
for to deliver at Jeffersonville so many hundred tents, so many hundred field 
ranges, or so many pots, ket tles, and pans for use in camp. I understand that Jeffer¬ 
son Barracks, Mo., is the cavalry and artillery storago depot for saddles, harness, 
halters, and everything ot that sort. Bids are advertised for for goods in that line 
to be delivered at Jefferson Barracks, and so on. I will not attempt to go on to 
enumerate all, hut there arc various specified dt pots for specified things. 

Now, in the same ratio that the number of troops in the Philippines bears to the 
whole I'nited States Army—in tact, you might double that ratio, beeauso troops in 
the lield will consume and use double the amount, of stud that is used or consumed 
at a post—in that same ratio are these same goods shipped right through San Fran- 
ciscooverto tlio Philippines from these depots, a ml the San Francisco bidderis barred 
from all opportunity of doing any business with I’ncloSani for supplying the Philip¬ 
pines, oven though he is right at tlio gateway through which those supplies pass. 
We can not bid upon hardwaic to be delivered in Jeffersonville; we can not bid upon 
clothing and boots and shoos to bo delivered at Philadelphia, nor upon saddlery to be 
delivered at Jefferson Barracks. But that is the quartermaster's rule, lie says, 
“That is the way we do, gentlemen; that is all there is to it.” 

Q. Which virtually shuts out your country ?—A. Virtually shuts out San Francisco 
competition; yes. Now, we do not ask for a monopoly of that business by any means. 
But let the Government call lor bids for goods to the extent that the service iu the 
Philippines, Honolulu, China, and the Pacific coast posts may demand, goods of all 
kinds for delivery in San Francisco. That gi\os us a chance to bid upon them. It 
does not bar the man in < lncago from bidding upon the goods to be delivered in San 
Francisco also; nor does it bar the man in Philadelphia from bidding upon goods to 
be delivered in San Francisco. But where we are it is like making water run up 
hill. We have got to send these goods fiom San Francisco first, overcoming our 
inherent manufacturing disadvantages which I have already described. Then we 
have to ship them hack to Philadelphia and pay tlio freight on thorn to Philadelphia 
and all these other points that I have described. After all that has been done they 
come right back to our door again. 

Q. That is not very good economy ?—A. No, we can not do it; we can not serve the 
Government in that way. We could serve the Government if wo could deliver those 
goods at the quartermaster's depot in San Francisco, if the Government could establish 
storehouses and carry stocks of all the military supplies of every nature whatsoever, 
commissary stores as well as quartermaster's supplies, iuSan Francisco, and that seems 
to me to be the sensible and rational thing to do. I mention that since you asked 
me about other legislation, not knowing whether it is within the province of the 
Secretary of War to so arrange that or whether it requires Congressional action. It 
seems to me, at any rate,, it should be the subject of Congressional inquiry why one 
section of the United States is discriminated against, for, whatever the intention 
may be, it amounts to discrimination. I do not accuse the army authorities of doing 
it with the purpose of discriminating; but we look at the results and judge of the 
intents and purposes. That is something which I hope may come within the prov¬ 
ince of this commission to advise Congress of. Wo could not and did not expect to 
participate in the supplies furnished in Cuba or Porto Rico when the seat of opera¬ 
tions was over on this side. We recognized that our geographical position would 
not admit of it, and we wero not able to do it: but we certainly feel we should 
have a fair chance when it comes to shipping tlio goods through onr doors to the 
Philippines. 

(Testimony closed.) 

Whereupon, at 11.15 a. m., the special subcominission adjourned until May 20,1901, 
at 10 o'clock a. m. 
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Washington, D. C., May 21,1901. 


TESTIMONY OF MR. J. C. STUBBS, 

Third Vive-President of the Southern Pacific Company. 

The special subcommission met at 10 a. m., Mr. A. L. Harris presiding. At that 
time Mr..). C. Stubbs, of San Francisco, Cal., third viee-picrident of the Southern 
I'acitic Company, was introduced as a witness, and, being duly sworn, testified as 
follows: 

(By Mr. A. L. Harris.) You may state your name, post office address, and your 
occupation.—A. J. C. Stubbs; 1 live in San Francisco; I am at prosent third vice- 
president of the Southorn Pacific Company. 

IIow long have you been connected with the Southern Pacific?—A. Since. 1870. 
At one time it was the Central Pacific. 

Q. You can give the relation between the two companies, past and present, giving 
the preseut. territory covered by your company.—A. The Southern Pacific Company 
is a Kentucky corporation. Just what its chartered powers are I can not detail, but 
it has authority to own and operate lailroads and to do sundry other thiugs which 
railroad companies under ordinary charters can not do. It controls by ownership 
of a majority ot the stock, as I understand it, the railroads which now form its two 
systems of roads, namely, the Atlantic system and the Pacific systom, and there 
might, be a subdivision of the latter under the title of the roads in Texas. 

tj. (By Mr. Dprani>. ) What is the distinction between those Atlantic and Pacific 
systems?—A. (Producingmap.) Originally the. Atlantic system included all the lines 
east of F.l Paso, and all these roads wore leased by the Southern Pacific, but the 
laws of Texas forbade the leasing of Texas roads, I believe, and make other require¬ 
ments that necessitated the cancellation of the leases and the separate operation 
of Texas lines; so that the leases were canceled and the management was made to 
conform with the Texas law, since which time the Atlantic system as a term lias 
been applied only to tho lines east of the Texas and Louisiana State line. Lines 
within Texas ha\e been comprehended in our phraseology under tho term “Texas 
lines.’' The Pacific system embraces all the lines west of Kl Paso and west of Ogden 
and south of Portland There is quite a number of roads that are embraced in those 
several s\ stems. You can get a list of them from the annual i eport, whereas I would 
have to consult the. report, perhaps, to name thorn. 

tj. Mow long has it been siuce the Central Pacific was working in complete har¬ 
mony with the Southern Pacific?—A. There never has been ,iuy other than a harmo¬ 
nious and coopeiative relationship between them. 

(^. Was that brought about by common ownership from the beginning?—A. By 
common control, not altogether by common ownoiship, 1 think. I think at one time 
tho people who practically controlled (lie Southern Pacific Company did not control 
the Central Pacific as owners, that is, did not have within then control a majority 
of tho stock of the Central Pacific. 

Q. Just prior to the recent purchase or exchange of the stocks of the Central 
Pacific for (hose of the Southern Pacific, what was the formal relationship between 
the two companies?—A. The Southern Pacific Company leased tho Central Pacific 
Company's roads. 

Q. That was tne case prior to tho exchange?—A. Yes. 

Q. How long since the prior lease was made?—A. I would not have it in my 
memory, but since about 1885, I think. 

Q. And the present relationship botweon the two companies is what?—A. I can 
not tell you. It is a matter that lam not concerned in in my official duties, and I never 
have taken pains to inquire. There is a merger of interests there that 1 would have 
to coach myself on in order to explain, and I bolio\c that you cun get it from study¬ 
ing the annual reports better than 1 cau tell you. I have no hesitation about giving 
you all I know about it, hut it would not he satifsactory to you, and it would not 
he good testimony. 

Q. (By Mr. A. L. Harris.) Yon may state, if you please, what the nature of the 
case is now pending before the Interstate Commerce Commission.—A. It is a long 
story to make it fully understood by laymen—l hose not interested—and I will per¬ 
haps have to he a little prosy in order to enable you to understand. In the first 
place, the fourth section ot the interstate-commerce law impliedly recognizes that 
under a substantial difference in circumstances and conditions a‘higher rata for a 
shorter liaul that is contained within a longer haul may he justifiable, than for the 
same longer haul. I'he courts have decided in eases that’involved that question, 
upholding or justifying tho higher rate for the shorter haul, or, as it is popularly 
expressed, the lower rate for the longer haul. Usually, the Interstate Commerce 
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Commission limited the conditions and circumstances that would justify a lower rate 
for a longer haul to competition by foreign carriers or by sea carriers, which were 
not subject to the interstate-commerce law and not within the jurisdiction of the 
commission—that class of competition which they could not control and that class of 
carriers which was not subject to the interstate-commerce law as United States rail¬ 
roads are Bubject to it. The competition arising from such carriers they would con 
strue as creating a sufficiency of diff erence in circumstances and conditions to justify 
a lower rate for the longer haul. 

San Francisco, being a seaport, of course, had the advantage of sea competition 
as from New York and from all points in the Fast that were within reasonable reach 
of the sea-going or sea-transporting vessels by way of New York. As a result of that 
circumstance, the competition of the sea carriers between New York and San Fran¬ 
cisco controls the rates; that is to say, the carriers can not get a compensatory rate, 
or what they may regard or can establish as a fully compensatory rate for their 
service from New York to San Francisco. All they can get is what the sea carrier 
will let them have; and the compensatory rate is that rate which will bear its full 
share or contribute its full share toward all expenses of transportation, including 
fixed charges such as interest and taxes and other expenses that do not change or 
fluctuate with the volume of traffic The rates from New York to San Francisco 
being controlled by this competition, were not such rates—not compensatory rates 
in that sense—and the practice of the carriers between New York and San Francisco 
has been to meet sea competition just as far as it extended and no farther. For 
example, taking the rate from New York to San Francisco as a basis, the rate from 
New York to an interior town in California would be as much higher than the rate 
from New York to San Francisco as would be made by adding the local rate from 
San Francisco back to the ultimate destination to the through rate from New York 
to San Francisco. It follows, we may say, practically, that the rates from New 
York to all points intermediate in the West have been higher than the rates from 
New York to San Francisco. 

Q. How far back eastward does that go?—A. I can not tell you. It goes back 
until it runs into a reasonably compensatory rate there, wherever that may be. 

Now then, there have interests grown up along the railroads and many a com¬ 
mercial community at intermediate points like Pittsburg and Chicago, and these 
railroads and these interests in the intermediate territory like Pittsburg, Chicago, 
St. Louis, St. Paul, etc., contend that they are entitled to a lower rate—for example, 
from Chicago to San Francisco—than is made from New York to San Francisco, not¬ 
withstanding the fact that New York is nearer San Francisco thau Chicago is in 
point of cheapness of transportation, because those carriers by sea are the cheapest 
known carriers. Hut they claim that on account of their nearer proximity by rail 
the distance by rail should be the controlling factor in regulating rates, and tlieie- 
fore Chicago should take a lower rate to San Francisco than New York, no matter 
what the influences are upon the New York rate, or whother it is a compensate!y 
rate or not.. So certain merchants at Chicago and St. Louis have instituted a suit 
before the Interstate Commerce Commission to compel the graduation of these rates. 
The answer of the Southern Pacific and of the California merchants to their com¬ 
plaint is- 

Q. (By Mr. A. L. Harris, interrupting.) Is that the only road that is involved 
in this controversy?—A. Oh, no; all the roads are involved—the Santo Feaud every 
other road that participates in the business. But the burden of the defense rests 
upon the Southern Pacific, because it is the most important interest and because 
it operates a through line from New York to San Francisco. It has no line to 
Chicago, while the other lines, like the Santa Fe, originate at Chicago. Their con¬ 
tention is that instead of Chicago having a higher rate to San Francisco than New 
York it should have a lower rate. 

There is no more reason why there should be a lower rate from Chicago to San 
Francisco than there should be a lower rate from New York to Fresno, Cal." It is just 
changing it around. The one is an intermediate shipping point aud the other is an 
intermediate receiving point, and the law should operate both ways. Everybody 
that is interested in a business over here justifies the higher rate to the intermediate 
point on the West coast, but because of tho magnitude of the interests at Chicago 
and St. Louis and the tremendous pressure ot commercial and political interests 
behind these roads, they want an exception made of the interior shipping point. We 
think the interior shipping point should be treated the same as the interior receiving 
point. We contend that all interests should be treated alike, that this principle that 
they seek to put in force here, if applied as a just and reasonable interpretation of the 
law would oblige it to be applied, would simply be ruinous to all of these roads, 
because it would bring down all their intermediate rates to the level of these com¬ 
pelled rates, these noncompensatory rates which are forced upon them by the active 
competition of seagoing carriers. This is one question that is involved. 

Another question is as to the difference between carload rates for carload quanti- 
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ties ami rates for less than carload quantities. There is an adjustment in Cali¬ 
fornia tariffs to-day which is about upon the same basis as similar adjustments in 
the majority of tariffs in the country. It operates to enable the merchants of San 
Francisco, Portland, Seattle, Tacoma, and Los Angeles, the jobbing and distributing 
centers on the Pacific coast, to import goods by carloads and then distribute back at 
less than carloads, precisely as tho Chicago and St. Louis jobbers buy irom the 
manufacturers in carloads and distribute into their territory in less than carloads. 
Now then, St. Louis and Chicago ami other intermediate large jobbing centers, \ ci> 
aggressive and pushing, are reaching out into Pacific coast territory. They feel that 
the ditferentials between carloads and less than carload rates into that territory, while 
they are no greater upon the average than they are in their own territory or in the 
Middle West, like Colorado, is disadvantageous to them and an advantage to the San 
Francisco merchant, and they seek through the courts to compel tho modification of 
those differentials so that they can distribute their goods there to tho consumer as 
against the Pacific coast jobber. 

Q. Could you state about the amount of the present differentials?—A. No; T can 
not. It differs. 

Q. Or about the percentage?—A. No; it is arbitrary. I would like to take the 
tariff and go through it with you, but it would lumber up your records, and 1 can 
not deal here with anything but general statements. If you want the details of it, 
it will all be spread on tho records of the Interstate Commerce Commission. 

Q. I do not desire the whole of it, but 1 thought by way of illustration we could 
have it on one or two articles,—A. Tho differential between carloads and less than 
carloads will range all the way from 50 cents upwards, I suppose—the extreme is 
$1.50 per hundred pounds—according to tho rate. 

Now, there is another feature of the ease Take the individual items of hardware. 
You know shell' hardware embraces a great many hundred different articles of 
general hardware, and the real movers in this complaint and the people who are 
pushing it aud putting lip tho money for it are the Simmons Hardware Company of St. 
Louis, and Hibbard, Spencer & Bartlett company of Chicago, two of the largest liard- 
waro companies in the world. Simmons is probably the largest in the woild, and 
Hibbard is a close second. So it is the hardware interests that are mostly interested. 
They want a number of articles that now take ditleieut rates to be rated the same*. 
For the purpose of illustration, aud without pretending to give you accurately the 
names of the articles they wish grouped under ouo rate, we will assume that ham¬ 
mers tako one into and hatchets ^mother, and shovels still another, and planes 
another. They want those 4 items put under one rate. Why ? So that when packed 
together in one package they would all go at one rate. While where they have 
different articles taking different rates packed together in ouo package now, the 
whole package is charged for at the rate given for the highest-rated article in the 
package. Now, you see at once the object of that proceeding is that they may make 
up an assorted package to get to the retail consumer out there. 

With that explanation it would appear to be a light between the Simmons Hard¬ 
ware Company of St. Louis and Hibbard, Spencer & Bartlett Company of Chicago, 
representing themselves chiefly but having the sympathy of certain other firms at St. 
Paul, Chicago, and St. Louis against tho jobbers of Seattle, Tacoma, Portland, San 
Francisco, and Los Angeles (particularly the hardware and iron trade) for the 
Pacific coast trade. 

Q. (By Mr. A. L. Harris.) Wherein does this case differ from what is known as 
the Chamber of Commerce case of Denver ? ‘—A. It differs only in its magnitude. It 
affects greater interests, covers more territory and a greater number of classes of 
business. 

Q. The jobber at Denver in that case was trying to get a better rate for broken car- 
load lots, was lie?—A. No; the Denver case was one that came strictly within the long 
and short haul clause. It might fall wholly in the first subdivision ofmy testimony— 
that which comprehended graded rates. The Denver jobbers claimed that they should 
have a lower rate to points in California than were given to Missouri River points, 
and that rates from California, for example, to Denver should be lower than to the 
Missouri River. The case was tried and it was found that tho exceptional circum¬ 
stances and conditions were such as to justify a higher rate on sugar to Denver than 
to the Missouri from the Pacific coast. For west-bound business from Denver to Cali¬ 
fornia, the roads conceded the same rales to I >euvor as to tho Missouri River—that is, 
the rates from Denver to San Francisco should not bo higher than the rates from the 
Missouri River; but that was proffered in a spiritof compromise, simply because the 
amonut involved was nut worth quarreling over. But the question of differentials 
between carload and less than carload was not raised iu that case, nor was the ques¬ 
tion of grouping a number of articles under ono rate that would enable them to be 
packed together iu one package. In those respects it differs from this St. Louis case, 
except that tho Denver case involved very little business, while the St. Louis case 
covers a very large business. 


* See testimony of Mr. Griffith, p. 851. 
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Q. (By Mr. Dukand.) Is there any difference in regard to the nature of the com¬ 
petition which the railroads pleaded as a reason for the differences in rates in this 
case? That is, was sea competition involved in the Denver case?—A. Sea competition 
was involved in that record to some extent; hut, of course, the greater tonnage 
being shipped from the West to San Francisco, the sea competition has lost some of 
its force by the time it gets out there. Sea competition loses its force in an inverse 
ratio to the distance you go west from it. Seacoast competition is a vital factor ami 
condition at Chicago, and goods have been taken to San Francisco via New York 
from Kansas City, and goods have been taken from San Francisco by sea and the 
Canadian Pacific* and brought back as far as Dodge City on the Atchison road in 
Kansas. 

Q. What was the ground for claiming the right to charge a higher rate or e\ on an 
equal rate from Dcnvrr to tho Paeilie coast than the rate from Missouri River 
points?—A. It was simply this sea competition. Tho rates from New York were 
forced down by the sea, and rates from Chicago are sheeted by the sea competition 
as much as New York, except tho cost of getting tho goods from Chicago to New 
York, which is smaller, and so on, as you go west. Sea competition influences all the 
tariff as far west as the Missouri River. Now, suppose wo stop at tho Missouri 
River and admit that its force is expended there. That would make it easy, then, 
would it not, on the basis of tho railroads being allowed a fully compensatory rate? 
It would not be fair to take tho rate tixed at the Missouri River as the measure of 
the rate to bo charged from Denver on a mileage basis. We. held that the rate from 
the Missouri River was a fair rate to l>e applied from Denver. We accepted it, and 
it is the rate to-day, and the Denver shippers have accepted it. 

(j. Was there any contention that from the Missouri River thero was so much com¬ 
petition between the ditleient railroad companies-A. (’interrupting.) No; wo 

have not raised that question, because the commission until recent court, decisions 
has always ret used to recognize either market competition or rail competition, but, 
the Supreme Court has since recognized both, and 1 presume the commission will 
hereafter take a different view of it. Originally the stand was taken with respect 
to Denver on this ground, that if we reduced the rates from Denver then the rates 
would have to go down from all points, because Denver is not aborted by tho sea 
competition, and never lias been. It might be said that its traffic practically moved 
under substantially the same circumstances and conditions as that of Balt, Lake 
City, and traffic of all other towns that were similarly situated in respect to sea 
competition. We refused to recognize market competition; woietused to recognize 
railroad competition as a factor m determining rates under the fourth section of the 
law. Therefore we were obliged to hold the, rates up from Denver in order to pro¬ 
tect the revenue in other territories. When the Interstate Commerce Commission 
roviowed the complaint of the Colorado Find and Iron Company case they found it 
had a high rate from Denver. It was not a late that the rail loads wanted; it was 
not a rate that was fair and just and equitable to Denver. It was a rate that was 
compelled by our understanding of the construction that the Interstate Commerce 
Commission had given to the law. When the ease was hcaid, much to our surprise 
the commission measured tho rate from Denver by the rates from New York and 
from Chicago, thus giving Denver the benefit of sea competition. This ostensibly 
put tho railroads in the ridiculous position of voluntarily maintaining a $1.(50 rate 
from Denver as against GO-cont rate trom Chicago and New York. The rate from 
Chicago and New York was fixed by the sea. Wo did not reduce the rate from Don- 
ver, because if we had done so, according to the advice of counsel, we would thus have 
admitted sea competition as controlling at Denver, and if at Denver way not every¬ 
where, which would have compelled us to reduce rates from all points. Further, we 
were advised that the reduction could not he limited to tho products of the Colorado 
Fuel and Iron Company. It would have to be spread over all business, because the 
law prescribes that rates can not discriminate between diflereut articles. It seems 
that our endeavor to comply with the law as we understood it put the Southern 
Pacific Company into an absurd position before the general public. 

Q. (By Mr. A. L. Harris.) Is thero any difference in policy between the Southern 
Pacific and the Great Northern or Northern Pacific with regard to either carload 
differentials or graded rates ?—A. No; not as to practice with respect to graded rates, 
so far as I know. But, on one question in this case, yes. Tho Northern Pacific and 
the Great Northern originally carried the same tariff that is now carried to Califor¬ 
nia. Upon petition of the Chicago and St. Louis people, they reduced the differen¬ 
tial between carloads and less quantities and made it on a basis that was acceptable 
to the Chicago and St. Louis merchants. There is that difference. Now, tho reason 
for that is this: The Great Northern and the Northern Pacific are. in a large meas¬ 
ure, dependent, upon eastern cities, like Chicago and St. Louis, etc., for their busi¬ 
ness. There is no considerable jobbing business at the western end of their lines. 
That is, there are no such houses of strength or magnitude of business on Puget 
Sound as there aro at San Francisco. They simply elected between whether they 
would adopt the ideas of Chicago and the eastern houses or whether they would 
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adopt the ideas of the houses upon their western end, and they chose what they 
considered to be the strongest interest to protect, subordinating the interests ol the 
weaker ones that needed protection. Of course, that is merely an expression of 
opinion. 

Q. Do those rates seem to be satisfactory?—-A. No. 

Q. To Chicago and St. Louis?—A. Yes; they are to Chicago and St. Louis. I 
thought you were going to ask about Tacoma. 

Q. (By Mr. Durand.) Are Tacoma aud Seattle taking an active part in this suit?— 
A. Yes; there are two Tacoma merchants and one Seattle merchant here, represent¬ 
atives of the largest houses. 

Q. Aud what attitude do these two Northern roads take in the case—simply a 
neutral attitude, or are they actively favoring tlm changes or opposed to them f—A. 
Thoy have got a tariff in, and their attitude is one of indifference, so far as I can 
observe, as to how this case goes. That is merely an opinion. 1 do not know that, 
as testimony, it is very valuable. 

Q. What would be the effect of a decision that the existing differentials on fho 
Southern Pacific, say, were justifiable? How would it affect the Northern roads?— 
A. It is not the differential of the Southern Pacific. It is the fair and through tariff, 
and all the transcontinental roads—the Burlington, the Koek Island, Union Pacific, 
aud others—are interested. It is the fashion to put all the responsibility on the 
Southern Pacific. We are ready to admit the responsibility lor this particular thing, 
but it should not be forgotten that the Santa Fo, the Burlington, and the Pock 
Island, and, tor that matter, all the trunk lines, are just as much parties to this tariff 
as the Southern Pacific, and parties to these differentials. 

Q. Tho question is, Will these Northern roads adjust themselves to these differ¬ 
entials, or can’t you toll?—A. I can not tell. I can not tell what thoy will do. 

Q. Naturally not; but tho quoNtion might be raised as to whether there will be 
any cliam e of tho Interstate Commerce Commission directing a unif orm diflerenlial 
to be pursued by all roads. Have they the authority to do that, or any inclination 
to do it?—A. It is questionable as to how far their authority o\tends. Of course, if 
it goes to the extent of making a rate or prescribing a rate, you know the Supreme 
Court is on lecord that the Interstate Commerce Commission lias not the authority. 

Q. It is rather a theoretical question anyway?- A. Yes. 

(By Mr. A. L. Haiirir.) Will you please describe the system of export and 
import rates in force and tlioir bearing upon the jobbing trade of San Francisco?— 
A. There is not any system of rates in force. It is a go as y on please. The steam¬ 
ships on the Asiatic side take freight for whatever they can get, and the railroads 
accept their proportion of the rate on an agreod division, whatever that may be. 
There is no published tariff. There are no agreements that are at all workable or 
enforciblo. As far as its effect on the business of San Francisco is concerned, it lias 
no effect whatever. San Francisco has never bad the business and never can have it. 

Q. You are in a different situation, then, from tho Atlantic ports in that rrspect?— 
A. Yes; in one respect we are. Tito import business, except for the Pacific coast 
States, originally was centered in the hands of New York houses, Boston houses, 
Atlantic seaboard houses. They were the only importers; no interior mail ever 
imported; aud of courso when it is onco centered in any particular place it is pretty 
hard to change it. But there has been a rapid and large diminution in the propor¬ 
tion of the wliolo business of the interior brought in through the Atlantic coast ports, 
passing through the hands of tho merchants of the Atlantic coast cities to the interior 
since the immediate-transportation act was enacted, which allows imported goods 
to go through the coast cities under lock and seal and dntios, etc.., settled at the 
interior point. There arc now a number of interior ports of entry. Since that act 
tho facilities of importation direct from foreign cities by interior cities like Buffalo, 
Chicago, Cincinnati, Cleveland, etc., has been increased, and many firms in those 
cities import direct without going through the New York, Boston, Baltimore, and 
Philadelphia houses, while formerly they did not import direct at all, but bought 
their goods in New York. Now, then, so far as San Francisco is concerned, it never 
distributed Asiatic goods to the territory east of 1 he Jlocky Mountains; could not do 
it because it had no railroad facilities; no means oxcept wagons until 1870, you might 
say. The business was done via Suez or tho Isthmus of Panama or from New York. 
The Atlantic houses distributed it back, and trade was centered there. When tho 
overland roads, or the Pacifio roads, were opened and they wished to participate in 
this business, they found it lodged in the hands of the New York merchants. They 
had to get the business from these New York people, and they had to make rates 
that would compote with the rates via Suez and around the Cape of Good Hope ami 
via Panama; and in doing that they of course made through rates, which were lower 
than the local rates and than the rates of steamers which delivered at San Francisco 
from the Orient. But the railroads had no voice in the rates from Asiatic ports to 
San Francisco proper. Through the multiplication of steamship lines on the Pacific, 
and of the transcontinental railroad lines, and their fighting for this oriental busi- 
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ness as between themselves and against the Suez and Good Hope routes, rates have 
been at times lower from oriental ports to Chioago and New York than to San 
Francisco. 

Q. Does that leave a sufficient profit to the railroad company when it gets as low 

as that, so that it amounts to anything at all-A. (Interrupting.) Well, I doubt 

very much whether there is much profit in it. The question of cost of carriage by rail 
is somewhat abstruse. With all railroads there is a volume of business that must be 
taken at certain rates without much regard to the cost of carriage. I refer to busi¬ 
ness which is the subject of competition. It may be market competition or competi¬ 
tion by other carriers. Usually the measure of the rate obtainable for the carriage 
of such goods is what the competing carrier’s charge would be. That must be equal¬ 
ized, or tho business will seek the competing line. In such cases the carrier seeking 
the business is only concerned to see that he gets for his service something more than 
the actual cost of handling that particular traffic. 

Ordinarily this cost would be the expense of taking up tho freight, putting it 
aboard the cars, the clerical work of accounting attached to its handling, unloading 
and delivering it at destination. The carrier docs not consider the numerous fixed 
charges or any elements of cost which does not vary with the volume of business 
handled. Somewhere in the neighborhood of 75 per cent of what is ordinarily 
termed operating expenses by railroad men does notvary materially with the tiuc- 
tuation in the volume of business. Because of this, railroads always handle a con¬ 
siderable volume of competitive business, when it is necessary to do so, at rates 
which, by comparison with its ordinary rates, aro very low. The business betweon 
the Orient and tho United States would fall within this class of business, and with 
that explanation you will understand why l think the railroads have not carried any 
Asiatic business at a loss, although f bo profit from it may be small. 

Q. (By Mr. Durand.) Could you give any ideaas to what proportion in aparticular 
year—last year, for example -the Asiatic import business hauled by the Southern 
Pacific Company bore to its total eastward haul?—A. lean not. I do not charge 
my mind with it; but I suppose we have never carried eastward to exceed 12,000 tons, 
and that would be a very small percentage of tho whole business. I do not know 
whether there are any detailed statistics in the Annual Report or not. I do not 
carry those tonnage statistics in my mind. I have not a vyry good head for figures. 
I havo never practiced that, because when I want to use them I can always turn and 
get them; but I guess we will let the answer stand, because the proportion of that 
particular business to the whole would inako a very small percentage. 

Q. (By Mr. A. L. Harris.) What is the nature of the differential allowed to the 
Canadian Pacific Railroad?—A. By the American lines? 

Q. By the American lines.—A. None whatever; we fought that out. 

Q. Has that been a disturbing element?—A. In tho past? 

Q. In the past.—A. A very great disturbing clement. 

Q. All tho differences now are settled?—A. The Canadian Pacific—I think they 
were iair about it in tho end. We tried to agree and did agree finally to arbitrate 
it. Tho result of it was that the American lines won. They objected a long time 
and refused to abide by the arbitration, but finally accepted it. 

Q. Was there any rate cutting by the American trunk lines 2 or 3 years ago to 
meet that differential?—A. I can not answer of my own knowledge. I can say that 
so far as the transcontinental lines wore concerned—and we generally mean by that 
term the roads west of the Missouri River—there was not; but the Canadian Pacific 
complained continually that, while their rates on their face showed a differential, 
the rates east of the Missouri River, and particularly east of Chicago, were never 
maintained, and that really they did not have the differential. Now, just how far 
they were justified in making that statement I do not know, but I suppose it is true 
there were sporadic instances of rate cutting arising constantly, and always havo 
been. 

Q. (By Mr. Durand.) You stated, I believo, that to your knowledge there was 
not any such?—A. I could not state that there was any such of my knowledge. I 
have given you the rise of the rumor. It was part of the defense of their differential 
by the Canadian Pacific—that much was. 

Q. (By Mr. A. L. Harris.) If it did exist then, it does not exist now to your 
knowledge?—A. I do not know of any rate cutting going on. 

Q. (By Mr. Durand.) Would you bo in position to know?—A. I would not. 

Q. With regard to your own road, I mean?—A. Yes. with regard to our own road 
I would. But the question was relative to the East by the trunk lines. 

Q. Rates then made by tho Canadian Paoific are precisely the same to the East 
and far Eastern points?—A. Yes; as the Americau lineB, I understand. 

Q. That is, from San Francisco?—A. They have been accused of cutting rates, but 
I never have found it to be true. I am constantly receiving charges against other 
lines, as I suppose other lines are receiving charges against us, but I think the con- 
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ditions as fur as our traffic has been concerned have been unusually good in the last 
year. When I say “our traffic,” I mean the transcontinental traffic. 

Q. (By Mr. A. L. Harris.) Are present rates what you would call competitive 
rates?—A. They are always competitive. Conditions of competition always exist 
and always have, so far as the through business is concerned. 

Q. What is the exact character of water competition at San Francisco ?—A. There 
is the Panama Railroad running 8 or 4 steamers a month each way, New York to San 
Fraucisco. Between New York and San Francisco there are steamers owned by the 
American-Hawaiian Steamship Company of from 6,000 to 8,000 tons burden dis¬ 
patched once a month via the Straits of Magellan from San Francisco. There are 
constant sailings of ships around Cape Horn. Just what the number is up for cargo 
now I could not tell, but I think at the present time the prospect and threat, so far 
as the railroad company's standpoint of competition is concerned, of competition by 
sea is greater than ever before. 

Q. (By Mr. Durand.) Yon mean in view of the proposed Nicaraguan Canal?—A. 
No; I mean in view of the building of steamships of large capacity, of small or 
relatively small coal consumption, and the demonstration that lias been made that 
on account of their large tonnage and their relatively small coal consumption they 
can take cargoes from New York to San Francisco. 

(). (By Mr. A. L. Harris.) What class of freight do these steamers carry?—A. 
They are taking all classes of freight, mostly the lower classes; but there is no 
reason why they can not take everything. All the business that goes now, business 
of every class that goes now from New York to San Francisco, formerly went alto¬ 
gether by sea around Capo Horn or across the Isthmus of Panama, chiefly around 
Cape Horn on sailing vessels, with a voyage of 6 months. 

Q. (By Mr. Durand). Are there not some classes of goods which on account of 
styles, perishable character, and so on, are needed sooner than that length of time 
would permit and so can not bo shipped by sea?—A. Yes; but before there was any 
railroad—before 1870—thowo goods went by sea via Panama taking from 30 to 45 
days from New York. There is nothing but perishable freight that can not go 
around that way, and if they are put to it, there is no reason why they can not 
ship perishable freight that way. 

Q. Your company, the Southern Pacific, is interested in one at least of those water 
lines via Panama?—A. No. 

ty. The Panama Pacific Mail?—A. The Pacific Mail, tho western end of the line, 
from Panama np It lias not the making of tho rates lately. 

Q. (By Mr. A. L. Harris.) Is the Western classification satisfactory, or is there 
very much difference?—A. 1 do not think the Western classification is thoroughly 
satisfactory; that is, T do not think there is a road using the classification which, 
if it were able to adopt a classification for itself suitable to its own particular busi¬ 
ness without respect to any other business, would not make material changes in 
the Western classification; but it is a compromise in the views of hundreds in the 
deference to the public demand for uniformity of classification and for convenience, 
if there is any, in the interchange of traffic to the railroads themselves. 

Q. Now, the second part of the question, iu regard tocommodity rates?—A. There 
never can be any classification adopted that will preclude the use or necessity of 
commodity rates. We will have to make commodity rates. In all my experience, 
and I have been in this business since 1868, there havo been special tariffs, coal 
tariffs, lumber tariffs, salt tariff’s, etc. They are commodity rates. As you enlarge 
the scopo of your classification and extend its application over larger territory and 
over an increasing number of roads, you will nuiltiplv the commodities, because 
here is a road that wants to and does use the Western classification. But the 
Western classification does not provide for a commodity which is of very great 
importance to it and which is of minor importance to many other roads. It must be 
provided for by a commodity rate. The through business between the Atlantic 
States and the Pacific coast States is done almost wholly on the commodity tariff. 
That is because of the predominating or controlling influence of the sea carriage. 
It is commonly supposed, and I heard it stated np at the Commission yesterday, 
that sea carriers do not classify like railroads. On the contrary, they classify more. 
They will tako tonnage, charging by weight or measurement, whichever makes the 
greater sum. Hence the rate per 100 pounds varies with every change in the den¬ 
sity of that freight. Then the value of the goods effects a classification because 
the insurance on the goods, which, in the ease of railroads, is included in the rates, 
is turned over to the underwriter. Kver.v shipper by sea has to underwrite his goods, 
and the rate he pays per 100 pounds varies with every change in the value of the 
goods, so that if yon should work it out yon would find that there was a greater 
classification by sea-going vessels than there is with us; in fact, a weight and meas¬ 
urement tariff by sea amounts to a commodity tariff’, the rate changing with almost 
every article as density and value change. If yon were to express the rates—the 
ordinary rates—of a steamship or a clipper ship per 100 pounds, as against their 
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usual formula, yon would find that you would have a different rate for every partic¬ 
ular item, unless you should he fortunate enough to find two articles that were of 
the same density and the same value per 100 pounds. That is why we have found, 
in meeting the competition of the sea, that we must carry a very large commodity 
list. We can not classify because we can not get any more than sea competition 
will permit us to charge. 

Q. (By Mr. Durand.) Do all the transcontinental carriers, then, adopt pretty 
nearly the same commodity rates?—A. Yes, altogether. 

Q. They agree?—A. Yes; the same through tariff is uniformly applied to all the 
lines. It is made by conference. 

Q. (By Mr. A. L. Harris.) What will be the effect on operation of the acquisition 
of the Union Pacific by the Southern Pacific Railroad?—A. What will be the effect 
I can not answer. It ought to have no effect whatever. That is, the two institu¬ 
tions ought to he aud probably will continue to he operated separately. That is 
merely an expression of opinion. 

Q. (By Mr. Durand.) Has there been any tendency in the past to have the prac¬ 
tical consolidation of the Union Pacific aud the Southern Pacifiof—A. It is not a 
practical consolidation at all. 

Q. Community of interest, then?—A. Hardly that. 

Q. Has there been auy tendency to divert traffic from the Central Pacific to the 
Southern Pacific because of the longer haul which the Southern has?—A. Oh, yes; 
in a certain sense. 

0. Will you explain about that?—A. That is said to have been done through the 
exercise of the control of the Central Pacific by the Southern Pacific. The Southern 
Pacific, Company owned a line and operated a line from San Francisco to New York. 
It also owned or controlled the Central Pacific line to Ogden in connection with the 
Union Pacific, the Rio Grande lines, and others. These roads connecting with the 
Central Pacific at Ogden, not, only the IJuiou Pacific, but the Rio Grande Western 
and its connections, the Colorado Midland, the Chicago, Burlington and Quincy, the 
Chicago, Rock Island and Pacific, the Missouri Pacific, the Wabash, the Chicago 
and Northwestern, the Chicago, Milwaukee and St. Paul, the Illinois Central, all 
the trunk lines running from Chicago eastward, also the Northern Pacific connecting 
with us at Portland, the Great Northern, the Oregon Railway aud Navigation Com¬ 
pany. 10 very one of these companies has had ami now has a well-equipped solic¬ 
iting agency in San 1 rancisco and in Los Angeles soliciting business for their lines. 
The Southern Pacific Company, since its control of the Central Pacific line, lias not 
exercised any undue influence or authority in taking freight either one way or the 
other, but it lias had its corps of mon soliciting for the Sunset route, its long haul 
via New Orleans, precisely as the Union Pacific, and all the other companies 1 have 
named, have had their respective corps soliciting for the Ogden route and for the 
Portland route. Through these soliciting agencies the merchant said which way 
his freight should go, and it went the way the merchant so directed. The practice 
described furnishes the only foundation lor the cry that has been floated about the 
Halls of Congress here that we were discriminating against the Central Pacific, and 
that the discrimination was having the effect of diminishing the value of the 
Government securities. It is all poppy cock; there is nothing in it and never was. 

Q. Is there any traffic which the shippers do not care about, which yon havo the 
power to divert if you wish?—A. No, no. I suppose we do have tho legal power, 
and we were advised that we had the legal power to diroct tho route which the freight 
shall follow, but as yet we have not exercised it, except in the case of oranges, and 
that only within a year. 

Q. What is the arrangement you speak of about oranges at present?—A. Simply 
that wo do claim and exercise the right of determining the route by which they shall 
go. That was in order to break up the rebate plan which was being worked. Ship¬ 
pers were holding up our railroad connections, saying that they would not give 
them any freight unless they put up from $15 to*$20 a ear. In other words, the 
practice is primarily for the purpose of enforcing the law and maintaining the tariff. 
We do not got a cent out of it. The Santa Fe does the same thing. 

Q. Supposing that there should be in the future a pretty thorough community of 
interest between the Southern Pacific and the Iluion Pacific, would not more of the 
traffic go over the more direct route in the future than in the past?—A. You are ask¬ 
ing me to discuss questions that are purely speculative, and might be in the nature 
of committing the owners of the road. I do not thiuk I ought to express myself ou 
that. I do not see how it would do any good. 

Q. VVhat is the exact nature of the transaction by which the Union Pacific acquires 
the Southern Pacific, stating the price paid for the securities, the effect upon the 
total capitalization of each road, etc.?—A. I do not know anything about it except 
what I get through the press. 

Q, What would be the effect of the extension of the Chicago, Burlington and Quincy 
to the Pacific coast?—A. I can not say that it would have any further effect than 
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making one additional road for the community to support. I do not think it would 
build up any new industry or create any new business. 

Q. The present volume of*trafiic does not demand it!—A. Any one of the lines 
crossing the continent to-day, with proper equipment and proper terminal facilities, 
improved roadbed, etc., can do all the business that all of them are now doing. 

Q. Every additional road, in your opinion, would be only that much more expense 
lor the shipper?—A. I think so. I think in the end the public has to pay these 
charges. There aro sufficient roads now to introduce all the competition that tho 
i oads can possibly stand. There are none of them that 1 know of paying dividends 
except perhaps the Great Northern, and it is not doing it out of this transcontinental 
traffic. 

Q. What will be the effect of Senator Clark’s new road from Salt Uako City upon 
the rate situation!—A. I do not believe lie is going to have one. I think the Union 
Pacific is going to build that road, and the effect, of it will he simply to have one 
more road—simply divide the business of southern California with the Santa Ee 
anil the El Paso routes. 1 do not know whether it will heneiit the Union Pacific. 

Q. What has been the movement of rates upon the trans-Pacilic roads during the 
last 10 years? Have they been reduced, equalized, or in any case increased?—A. In 
the last 10 years, yes. I'he last 10 years would take us back—that would bo since 
1891, and the rates have been very considerably decreased since 1891. 

Q. Hut in no case increased that } on call to mind f—A. 1 think not ; J do not think 
there is a single case of an increase since 1891 In my own time, though there have 
been Violent reduclions and violent iluetuatious, hut the standard to day is very 
much less than it. was this time in 1891, I think. r l he, average rate is considerably 
less than it was this time in 1891. 

Q What is the efieet upon t,he Union and Southern Pacific roads of the purchase 
of the Chicago, Burlington ami Qiiimy by the Great Northern and Northern 
Pacific?—A. l*do not think the Great Northern and tho Northern Pacific have got 
the Chicago, Burlington and Quincy in that sense. J do not know any more about 
it, perhaps, than you do. 

Q. Supposing there should ho such?—A. I am not. good authority on those things, 
and 1 want, you to know that I am only expressing an opinion. 

Q. Supposing thoieshould be such a thoroughgoing community of interest between 
the Union Pacific, the Son thorn Paeihe, and tho Northern Pacific, would not those three 
roads then he in position to control rates aside Irom the matter of sea competition!— 
A. No, they will not. be m a position to control rates, because the Great Northern 
will be out, and the Atchison, Topeka and Santa Ee, and the Texas Pacific, and all 
those lines will ho out, and they will have to be consulted. No rate can become 
effective, except at the risk ot a light and great loss of revenue, except it is a rate 
that is agreeable to all competitors 

Q. 1 suppose them is a limited amount of traffic which would not ho subject to 
t.lie competition of these other icutes ?—A. Oh, well, then theconimon control of tho 
roads you name would not affect that particular traffic. It would he strictly local to 
each particular road, and the common control would not aff ect it at all. If you want 
to know—if what you would like to draw out. is whether 1 think that common con¬ 
trol would have tho effect of increasing the charges to the public, I freely express 
the opinion that it will not. I think that if there could be a control of that sort 
exercised in every natural division of the country so as to secure stability of rates 
and honest and efficient enforcement of the rules and rates as published it would be 
of great benefit, to the public. I believe it is the only way under tho present, attitude 
of the public toward railroads that you can effectually squelch unjust discrimina¬ 
tion, inequalities in rates, and continual fluctuations in rates. 

Q. You do not think, then, that such a thoroughgoing harmony of interests 
between all the roads in a particular soctiou would result in unduly high rates to 
the public!—A. No; you can not destroy the natural competition that exists; you 
can not possibly do it. 

Q. What do yon im an by natural competition? Do you mean between different 
sections of the world ?—A. I mean between tho different roads. 

Q. Hut l was speaking of the possibility of a complete merger of interest.—A. Of 
all the roads in the country? 

Q. Of all the, roads in a given section, or west of the Missouri River.—A. No; the 
companies operating those roads are endeavoring to promote every industry and 
every class of commerce, build up the industries along the lines of their several 
roads, so that they should have the greatest tonnage, and they can not resist, can not 
stop it. The noticeable effect upon the community at large would be the stopping 
of preferential rates, the stopping of unusual, frequent, unnecessary, vicious, and 
hurtful fluctuations in rates. Now, I do not mean to say that you would not have 
a howl, but the howl would come from the fellow whose rake off was discontinued. 
I say that in all siucerity as au expert in this business of more than 30 years’ experi¬ 
ence, and I do not own any railroad stocks or bonds either. 
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Q. (By Mr. A. L. Harris.) Have you any suggestions to make as to increasing 
the power, in any particular, of the Interstate Commerce Commission, and especially 
as to their right to make or approve rates?—A. Yes; I have a suggestion, an opinion, 
to express, that they have all the (power that they need to enforce the law to day 
if they would exercise it. I think it would be a dangerous thing to give them the 
rate-making power, hut I think in their attitude toward the railroads, of lighting 
the legalization of pooling because the railroads will not consent to their having the 
rate-making power—I think that is to be condemned. 1 do not believe that the 
people of the United States who pay freights want this commission to make their 
rates. They can not do it. 

Q. One great complaint that is made is the long time that intervenes between the 
tiling of the complaint and the final adjudication of the ease. Would you recommend 
that when a case is filed with the Interstate Commerce Commission it should be 
advanced on the docket as it goes into court, so that it could be disposed of quickly f— 
A. So far as my own particular judgment is concerned, founded on the experience I 
have bad in cases before that commission, I see no reason why they should not come 
to a speedy conclusion or a decision—the quicker the better—and L would have uo 
objection toauy rule that had for its object simply to have the case disposed of upon 
its merits as soon as possible. I think that way with respect to every contention 
between private persons, as well as between corporations and parties. 

Q. Is part of this delay by the commission on account of it being tardy in hear¬ 
ing?—A. I think not. So far as my experience goes they ha\e been prompt enough. 
They have held up their decisions in some cases longer than 1 thought there was any 
necessity for, but l think, no doubt, they have a reason for it. 1 have in mind 
one particular case now, the differential case between carloads and less than carloads, 
in Texas. I do not know why that should not have been decided a year ago, so we 
would have some light in this case they are hearing now; but they are evidently 
holding that up until they get the hearing in this case, possibly becduse they want 
more light. You see it is a question that is very far-reaching. It will spread all over 
the country. 

Q. Is it possible, and if possible is it practical, to have a national classification of 
freights?—A. No. Well, 1 would have to qualify my answer. Iam not a believer 
in a uniform classification. We have practically now three classifications—the offi¬ 
cial classification in the trunk-line and New England territory; the Western classi¬ 
fication for all territory west and northwest ami southwest, of Chicago and Texas, 
and I think the Southern classification in the Southeastern territory. In making 
those classifications the raihoads have had to make considerable concessions from 
what would be a proper consideration for the conditions which would control 
classifications in individual cases. In going further than that, concessions will be 
multiplied, and they will be as often against the public as against the carrier. Com¬ 
modity rates will also be increased in number, as 1 have already explained. We can 
can not have a uniform classification without having thousands of commodity rates. 
Every road isgoing to have a number of different commodity rates. That will destroy 
the uniformity of classification. If you and I agree that as between our two roads 
we will join in a common classification, and then you say, Now, here is lumber; here 
is coal; here is iron or some other commodity or half a dozen commodities that 
aro of very great importance to me, and under this classification their development 
and their movement will be retarded—they are of no importance whatever to the 
other road—I will put in commodity rates on them; and if then 1 offer a similar list 
of commodities that must be specially provided for—wo would be doing just what all 
the roads in the c ountry would do. Now, then, multiply those conditions and oppor¬ 
tunities by the uuniber of railroads in the United States and see the number of com¬ 
modity rates that will he required, each differing with each road. What becomes 
of uuiformity? It is a theoretical demand of no practical value, though it seems to 
have fastened itself on the commission here. There is no necessity for it, in my 
judgment. 

Q. (By Mr. Durand.) It is sometimes held, I think, that these numerous—we might 
almost say innumerable—adjustments that the railroads make in rates, in view of 
their conditions and their particular commodities which touch their territory and 
so on—that the result of all these conditions is to prevent a perfectly normal develop¬ 
ment of the resources of the country; that the railroad which happens to be in a 
given locality first tries to exploit the natural resources, even though they might 
not be so well fitted for immediate exploitation and so on. Does it seem to you 
that the absence of any uniform regulation of that sort tends in that direction?—A. 
II there is anything in what you say, and I do not believe there is, I do not see how 
uniformity of classification is going to help it. The rates determine the movement. 
There is no talk about making uniformity of rates. It is the greatest folly to me— 
the idea that this uniformity of classification is going to have the effect that is 
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claimed for it or have any such value that is worthy of consideration or worth talk¬ 
ing about. It would seem to he absolutely ineffective, when you take into con¬ 
sideration my explanation as to commodity rates. It is a jack-o'-lantern, deceptive, 
a snare—something to fool the public with. That is all there is about it. Now, 
then, I do not believe that any railroad company retards an industry on its line. 
If any railroad company does do so, or unjustly discriminates against industries, 
there is not any penalty, in my judgment, that is too severe. 

Q. How about the complaint of fruit shippers in California? There has been a 
good deal, has there not?—A. What complaint? 

Q. To the effect that the rates are so nigh that they can not meet the competi¬ 
tion of Florida?—A. I have heard no such complaiut. The citrus fruit business has 
grown from nothing to about 20,000 carloads a year. How does that answer you ? I 
nave beard no complaint of that sort from the shippers in southern California. The 
complaint now is against the refrigeration charges, and against the railroads for not 
owning their own cars, but leasing them. Shippers want to dictate to us whether 
wo shall hire a car or own it. 'Ihere is a complaiut as to whether wo shall take the 
routing out of our hands and put it into their hands. The difference arises in the 
fact that the agont of the principal fruit growers’ association wanted to lease or 
own refrigorator cars himself and sublet them to the railroads and be able to make 
something out of the refrigeration and miloago for use of the cars, and also bo in 
a position to switch his ears from one line to another and hold up the railroads for 
rebates. That was all stopped by the Santa Fe and the Southern Pacific under¬ 
taking to route the freight, it is to detormino these complaints—whether thoy are 
just—that the case was taken to the rutorstato Commerce Commission. It has been 
tried and submitted to tho commission and is now in their hands. Thoy also com¬ 
plain about the demand on our part that they should load 13 tons to the car instead 
of 10 tons to the car. Thoy allege that if 13 tons is loaded in the car there is not 
left sufllcicnt ail* chamber for circulation and preservation of the fruit, which pro¬ 
motes decay. We are not satisfied that this is true, because for the most part 
40-foot cars wore used for 13 tons as agaiust 36-foot cars for the 12 tons. Wo also 
found that instead of carrying 12 tons, as wo thought, tho size and weight of boxes 
had been increased, and instead of the average weight of 12 tons that we wore 
charging for tho load was 13 tons. I do not know but that we may concede that 
point. It will not he done until the case is decided by tho commission, howevor. 

Q. Has tho California railroad commission exercised any direct control over local 
rates in California?—A. It has heard evory complaint that has ever been made. 
It approves all tariffs. 

Q. Then they have the absolute power to declare a rat©?—A. That is what the 
constitution of tho Stato says. 

Q. Have thoy ever changed rates materially from those made by the railroads?— 
A. Well, I do not think that tho Southern Pacific ns a company would ho willing to 
recognizo, notwithstanding the constitution, that it had tho power that tho constitu¬ 
tion pretends to give it; hut still tho commission has from time to time caused 
considerable reduction in tariffs. They undertook to make a reduction in grain 
rates, which we resisted before the courts and finally settled. 

Q. Was that recently f—A. Yes; tho settlement was made, I think, a little over 18 
mouths ago. 

Q. You mean it was settled by the court reaching a decision or by agreement?— 
A. Well, tho court enjoined tho commissioners, hut the case never went to trial. 
We consented to a certain reduction in liou of their order. 

Q. That was tho grain rates within the Stato?—A. Yes. 

Q. On all the roads or on certain portions?—A. Well, it was on grain going to 
market, and it would be, on all the roads and on all the rates, soit of a blanket 
reduction of about, .8 per cent, I think. 1 have forgotten what tho settlement was. 

1 think it has been a useful commission. It has not been anarchistic and confisca¬ 
tory in its actions, and for that reason some of the people condemn it, but on the 
whole I think its course is satisfactory. 

Q. Have you any idea how tho rates are per ton per mile in California on low- 
grade freight, or on all classos of freight, for that matter—how they would compare 
with the transcontinental rates per ton-mile?—A. They ought not to he compared 
at all. 

Q. Necessarily they ought to be different?—A. No; I never made a comparison— 
never made any such comparison. 

Q. You might he able to give somo valuable suggestions about tho development of 
the Oriental trade and the acquisition of tho Philippines?—A. I do not care to 
testify on that unless you want me to, because I think it is pure speculation as 
to what it is going to he, and I am sorry to say that while it is popularly supposed 
that there is going to be a vast increase of trade to San Francisco and the Pacific coast, 
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I do not share that view, and I do not care to discourage people by any testimony. 
From the railroad standpoint and from our standpoint I do not regard the building 
of the canal as an unmixed evil. I thought we could adjust ourselves to it; that so 
far as San Francisco is concerned it was going to do San Francisco more damage than 
anybody, bo far as I know, except a very few people, and one of thorn, Senator Per¬ 
kins’s partner, conceived. The Nicaragua Canal is going to bring New York, New 
Orleans, and all these aggressive Eastern jobbing cities much nearer by water to 
Honolulu, the islands of the Pacific, the Philippines, the Orient, and Australasia, 
than they are now; and instoad of increasing San Francisco’s opportunities to enjoy 
that trade, or an i noreasiug measure of the trade, it is going to diminish them, because 
it is going to increase the power of San Francisco’s competitors, while it does not 
help her at all. So far as San Francisco’s business proper is concerned, the transport 
of general merchandise which she takes, it is going over the railroads, no matter 
how many canals are built. There aro too many railroads there; they are part of 
tho natural features of the country, and they will bo operated when wo are all dead. 
They may be compelled to make rates that will put them iu bankruptcy, over 
and over again, but every time they get out of bankruptcy they will be better able 
to beat tho canal, and they are going to carry that business. While tho canal may 
help San Francisco in such business as she has formerly exported to Europe, par¬ 
ticularly grain, that is constantly diminishing in volume. 

Q. May it not increase?—A. Tho advantage is very small eomparod with the dis¬ 
advantages I have enumerated. That briefly and substantially expresses my views. 
They might he elaborated, but they would not give you auy bettor idea. 

Q. (By Mr. A. L. Hakuis.) What do you know, if anything, about the cooperative 
association among tho fruit growers of California in shipping and marketing, whore 
they ship and market tlioir goods?—A. Well, there has been something like the 
prune growers’ combination, as they call it; is that what you mean? 

Q. Yes; that is what I had in mind.—A. That has been rather disastrous this 
year, I think. However, I believe, that something of that sort is necessary to the 
proper marketing of the goods. I believe it is necessary and I think it would bo a 
great advantage to the growors of deciduous fruits. It would be an advantage to the 
orange growers, though they now have a form of association. It has been worked on 
raisins in Fresno quite successfully. The producers are said to have been theirown 
woret enemies through lack of cooperation; that they wore in the hands of the middle¬ 
men, who would work thorn and give them minimum prices for their goods. Tho effort 
has been to get them together and cooperate and employ good merchants to handle 
their association for them, and to.give the manager authority to meet the market con¬ 
ditions. By this plan of organization they expected to stop the middlemen from 
taking undue advantage of them. I think it might be beneficial. It is said to have 
been in Fresno for tho raisins, and I think it is bound to be so on tbo prunes. But 
it is hard, to get three or four thousand farmers to agree upon any cooperative plan 
or to trust any individual in handling a large business for them. With respect to 
oranges and green fruit some form of organization for cooperation is essential, 
because they are perishable; and tho distribution of that fruit to Eastern markets 
ought to be under one head, so that if Chicago would tako 20 cars a day no more than 
20 cars per day would be sent there. If the capacity of New York is 25 cars 
per day it will bo arranged that no more than 25 cars go there, and if Boston is 10 
cars they will see to that in like manner. Now, in tho past the vice of tho business 
has been that everybody shipped as he pleased, and if John Jones heard that Sam 
Smith was shipping to Milwaukee he would say, “ 1 guess that is the right tiling to 
do,” and he would send his fruit there also. The result would be that the Milwaukee 
market would be overstocked. 

Q. (By Mr. Dukani>.) To what extout is tho system organized now—quite 
thoroughly ?—A. In southern California they have their orange growers’ union and 
it is said to be quito efficient. Iu northern California, so far as the deciduous fruits 
are concerned, they have no organization that I know of. They tried a plan some 
years ago, but it was not satisfactory. With raisins and, I believe, in southern Cal¬ 
ifornia, with walnuts, a cooperative arraugement has been tried and has done well. 
The experiment this last season with tho prunes was not- successful. I think it is 
lack of management more than anything else. 

Q. You think there has been no particular reason for complaint against the refrig¬ 
erator car companies as such?—A. I would not like to say as to that. I have never 
made a study of it. Apparently refrigerator charges were pretty high. They claimed, 
and they made an excellent showing, too, before tho commission that their charges 
afforded no more than a reasonable profit. While we are not responsible for those 
charges, and our effort is to get them down, I think there will be sorno reduction 
this year. 

Q. Is it yonr judgment that it would be more desirable for the railroad companies 
that refrigerator cars should be owned by them?—A. Ordinarily I would say that 
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the railroad companies should own their own cars, but there are peculiar conditions 
affecting the use of refrigerator cars that make it doubtful as to whether it is best— 
chiefly that the movement of the fruit for which they are employed is confined com¬ 
paratively to short seasons, and for the rest of the year there is no use for those cars, 
if there is au organized company owning refrigerator equipment whose cars can be 
leased during the season, or put into this service at reasonable rates and under just 
and equitable regulations so far as the carriers are concerned, then when the season 
is ovor the owuers can find use for those cars in the Florida trade or in the berry 
trade of the South, thus keoping the total equipment employed the year around. 
Now, if that is true, and I am led to believe that, it is true, such a company can handle 
the refrigerator cars and do the refrigerator work at a less cost than the railroad 
company. 

And it ought to operate to the advantage of the growers or producer, provided the 
charges and tho profits are only reasonable. Now, then, I did not answer as to the 
railroad. So far as the railroads are concerned it depends altogether on the prioe 
they would have to pay for running the cars. They might be made so high that 
they had better own them; but I think, from my experience, that so far as econ¬ 
omy in management is concerned or expense of operating, it is in favor of leasing 
the cars rather than owning them, under the conditions I have just stated. 

Q. Can yon state tho rate which you pay by way of lease?—A. Oh, I do not know 
why that should becomo public property. 

Q. Some of the Eastern roads have intimated that there was a uniform rate.—A. 
The ordinary rate paid by Eastern roads is a cent a mile. It ranges from three-quarters 
of a cent to a cent a mile for tho use of refrigerator ears; but we pay less. 

Q. Can you compare the amount that the shipper has to pay for the ubo of the 
refrigerator car as such with the amount of freight he lias to pay, stating the rela¬ 
tive amount?—A. It differs. Our rate on green trait is a Hat rate—what wo call a 
blanket rato or postage stamp rate, practically the same to Donvor as to Now York. 
Tho refrigerator charges necessarily, to be fair and equitable, are graduated rateB. 
It takes less ice, I should say, to carry a car of fruit to Denver than to Omaha, 
and less to Omaha than to Chicago, and loss to Chicago than to New York or 
than it does to New Orloans, owing to the difference in the climate and the cost of 
ice. I have not iu mind what the rates arc to the destination points. I would guess 
that they will range from $50 to $155 a car for refrigoratiou of deciduous fruit—not 
mangos. Oranges do not require as much ice. The railroad freight rate is $1.25 per 
100pounds, for carloads. It has always struck mo that, compared with the invest¬ 
ment and labor, etc., the cheapest part of the service that tho California fruit 
grower employs in getting his fruit fiom the tree to market is the transportation 
service done by the railroads, and 1 think so still. 

(Testimony closed.) 

Whereupon, at 11.55 a. m., the special subcomunssion adjourned without day. 


Nkw York, N. Y., May 22,1901. 

TESTIMONY OF MR. JACOB H. SCHIFF, 

of Kuhn, Loch <)' Co., Hanker a, Sew 1 ork City. 

The special suheommission of the Industrial Commission met in the rooms of the 
Fifth Avenue Hotel at 10.15 a. in., Mr. Clarke presiding. At that time Mr. Jacob II. 
Sell iff, of tho firm of Kulm, Loeb &, Co., appeared as a witness, and testified as 
follows: 

Q. (By Mr. Clarke.) Will you receive the oath?—A. Am I compelled to? I never 
like to swear, because I think my word is good enough, and J profer not to swear. 

Q. Then you make a solemn affirmation, do you? Will you please give your name 
and post-offico address?—A. Jacob 11. Belli ft*, 5)52 Fifth avenue, New York. 

0. What is your business?—A. I am partner in tho banking firm of Kulm, Loeb 
iv Co. 

Q. Have you had to do with the fmancing of corporations?—A. I have. 

Q. Recently?—A. What do you moan by recently? 

Q. Any time within the last 3 years?—A. I have; hut not so much as, say, 5 or 6 
years ago. 

Q. Very well; go hack to that, then. Can you give the commission a list of some 
of tho principal corporations and transactions that your firm has aided in financ¬ 
ing t—A. We have had leading interests in the reorganization of the Union Pacific 
Railroad, and to some extent of the Baltimore and Ohio Railroad. Those are two lead¬ 
ing corporations. 
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Q. It is a matter of common knowledge that great movements are going on amopg 
the principal railroads at the present time, and we shall he glad to have you describe 
to us, so far us you feel that you can without- embarrassment and without divulging 
business secrets, the methods that are employed and the objects that it is expected 
will be attained. Proceed, if you please, in your own way, and the commissioners 
will ask some questions as they may wish from time to time.—A. Primarily, I want 
to state that I am not a railroad man; that I am a financier, and that technical rail¬ 
road questions I am unable to throw light upon. The movements to which you refer 
I assume are those that are generally understood as coming under the expression 
“community of interest.” As I take it, this community of interest idea arose in the 
dosire of the railroads, or the ownors of railroads, to protect themselves against the 
demoralization, and, as a consequence, depression in the values of their properties, 
which was brought about by antipoolmg legislation. It is human nature that 
a producer and shipper wants at all times to get something hotter, to get ahead 
of his neighbor; so the practical consequence has been that when a shipper made 
a certain rate of transportation with the railroad company his neighbor went to 
the competing road and by straight or crooked moans endeavored to got low'er 
rates than his neighbor received. That naturally brought about demoralization 
of rates, aud it damaged both the transportation interests and the producing inter¬ 
ests. It is evidont that there is little safoty to the producer if he is not certain 
that his competitor pays exactly the same charge for transporting his goods or 
products than ho pays himself. There is just as much danger to him as thoro is to 
the railroad if it does not get just exaetly the same rate that the competing railroad 
receives. This unsettled condition produced a state of affairs which, in my opinion, 
has been more dangerous to the vital interests of the country than any benefits that 
could have possibly been derived from autipoolmg legislation. It demoralized both 
the shippor and transporter alike, and property of all kinds suffered by it; not only 
property suffered, but labor suffered. It is evident that when rates are depressed 
the railroads can not pay to the working forces the same compensation or remunera¬ 
tion that they can in times when they get. full rates for their transportation. 

This state of affairs brought about a gradual coming together of the, railroad 
interests ami induced them to buy into one. another’s properties. For instance, if 
I held stock of “A” company and you held stock in “ H” company, and my shaies 
were depressed in value because you were competing with me—each of us cutting 
the rates of the other—our interests would evidently be better served if you owned 
some of the stock in my company and 1 owned some of the stock in your company. 
In other words, if we had a community of interest. That is, in simple words, the 
process which has been going on on a large scale among the railroads, and which, in 
my opinion, while it is not completed yet, will naturally bring about some protec¬ 
tion, as the way to perfect peace is always through war. I believe when brought 
to an entire completion, it will ho a blessing to the laboring man, it will he a 
security to the shipper, and it will ho a benefit to the owner of railroad property. 

I believe the community of interest will not only result in the community of interest 
between railroad property, but it will lie community of interest between railroads, 
shippers, and labor. 

Q. We shall he glad to have you tell us the methods of bringing about this com¬ 
munity of interest so far as you may feel at liberty to do so.—A. I bolievo I have 
explained to you already; the business is simply carried out on a larger scale than 
in the illustration I gave. Without naming railroad companies, say if t-he New 
York and San Francisco Railroad Company, using a name to cover both extreme 

E oints, ownod some stock in the Boston ami Portland (Oregon) Railroad Company, 
oth running in the same direction, if thoy owned stock in each othor’s lines they 
would he very careful before thoy did anything which would destroy the value of 
each other’s property. 

Q. Is it proposed to merge or consolidate these roads into one large company, 
after the manner of the consolidation of the steel companies, or is it proposod merely 
to have stock in one road held by a stockholder of another road?—A. I am quite cer¬ 
tain nothing like tho large consolidation is intended—nothing like such a consolida¬ 
tion is intended. 

Q. The several companies will continue to operate their properties substantially 
as now?—A. That, I am quite certain, is their intention. 

Q. Will there lie any absorption by one compauy of another in this process?—A. 
Not that I am aware of. 

Q. Will there he any agreement between these companies in reference to main¬ 
taining rates?—A. Not as far as 1 know; hut, as 1 said to you before, as to railroad 
propositions proper 1 know nothing. 

Q. Does the establishment of this community of interest necessitate the interven¬ 
tion of a syndicate?—A. Not necessarily. 

Q. Does it involvo a struggle for the transference of control from one party to 
another?—A. Not necessarily; hut such might occur in single instances. 



J. H. SOHIFF*.—COMMUNITY OF INTEREST. 


771 


Q. If you feel at liberty to givo us any illustrations of your idea of the process by 
citing roads which have undergone this establishment or community of interest, wo 
shall bo pleased to hear you. 

The Witness. I can not. As far as l know, most of these processes have been 
accomplished by direot acquisitions, either by the railroads or by their owners, of 
stock, not uecessarily controlling interests, and 1 believe in most instances not actual 
controlling interests in other railroad corporations. 

Q. What is your opinion as to the probability of the raising of rates after this 
community of interest, has been effectually established?—A. VVhile I have said to 
you that I am not a railroad man and that my opinion as to railroad matters itself 
.is worth nothing, I believe it will result in the cheapening of transportation. The 
only thing that is sought, as far as 1 understand it, by the community of interest is 
not higher rates, hin equal rates, steady rates. 

Q. Is it the opinion of merchants and shippers generally that it is more important 
to them to have an opportunity by sharp figuring to got a lower rate than their 
neighbors have?—A. Every intelligent shipper I have ever discussed this question 
with lias, without reserve, expressed his opinion that he would rather pay double 
the rate on transportation which he might be paying with steady rates than have to 
labor under a belief, as he must with unstable rates, that his competitor possibly 
gets a little cheaper rate than he does. Shippers, I think, in every section of the 
country will confirm that what they want to liavo is absolute certainty, uniform 
rates, no matter what they are; they want uniform rates first of all. 

Q. Is it anticipated that there will he some popular apprehension of monopoly in 
the establishment of this community of interest?—A. Not if organizations like your 
commission treat the question in an intelligent manner, as no doubt you will treat 
it, und give, the public the light; and not. if those who can givo information will 
give it without resorve. My own opinion is that if the public in general under¬ 
stands t he question there can he no misapprehension and no fear as to the result. 

Q. Will there he a willingness on the part of those owning the capital in railroads 
to have the railroads subject to public supervision that will ho effectual for tho pro¬ 
tection of the peoples’ rights?—A. 1 have not tho least idea that this would bo 
welcomed by every interest. 

Q. Do you anticipate that this community of interest will ho guarded so far as to 
bring into harmony suhsiantially all of the railroads of the country?—A. That is 
hardly possible. What may be accomplished in years to come 1 can not. foresee, but 
ibis so big a proposition that if ir hardly possible that tho community of interest 
can he applied to every mile ol railroad in this country 

Q. What, is sought for at. the present time is to bring into harmony certain great 
systems that have competed unfairly with each other?—A. It is just as you liavo 
stated. 

if. Those will embrace the trunk linos and tho transcontinental lines North as 
well as South?—A. They are as likely to embrace the trunk linos and tho transcon¬ 
tinental lines. 

Q. To what, extent is tho shipping interest—the great ocean transportation lines— 
involved in this community of interest?—A. That is a subject I know very little 
about. What. 1 could say is only from hearsay, and I would not give much for 
hearsay. 

(j. You liavo boon able to ohsorve that something is going on in that direction, 
have you?—A. Only from what i have seen in the newspapers. 

Q. Is it your opinion that the acquisition of certain ocean lines is in tho interest 
of cortain large railroads of this country?—A. 1 know nothing about that. 

Q. (By Mr. Faiiqitiiah.) You spoke of tho community of interest being practically 
subserved through the purchase of stock—tho mutual purchase of stock in 2 roads. 
Now is it not a fact that within the last 3 years there have been practical ovidonces 
of this absorbing of the interests of roads?—A. I do not. think that is the case. 

Q. Dow would you state the position, as you very well know it, of the Peunsylva- 
niasystem toward tho Baltimore and Ohio? —A. The Pennsylvania Railroad does not, 
as far as I know, own to-day tho controlling interest in the Baltimore and Ohio. 

Q. Does not own the controlling interest?—A. No The controlling interest, in 
my opinion, and I believe it has been so stated in legislation and in decisions of the 
courts, means a majority of tho stock. A liuo has really no controlling interest so 
long as any one company owns less than 50 per cent iu the other company. It does 
not actually own the controlling interest; and 1 am very certain that the Pennsyl¬ 
vania Railroad does not own a controlling interest iu tho Baltimore and Ohio. 

Q. How does the directorate stand ? Are the majority of the directors Pennsylvania 
system men or Baltimore aud Ohio men?—A. I am quite certain that only the small¬ 
est percentage of the directors of the Baltimore and Ohio are in any way connected 
with the Pennsylvania Railroad system. 

Q. Then, the cooperation of the Pennsylvania system with the Baltimore and Ohio 
as to rates has been reached, not by a Pennsylvania interest passing into the Balti- 
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more ami Ohio on its directorate and so malting peace as between the 2 roads?—A. 

I can not toll you that; I do not know that. 

Q. Does that not naturally follow Ironi the general pln-umi that you used, the com¬ 
munity ofintoreBt?— A. Such is the intention—making ponce, as you express it. 

Does Uua community of interest anticipate in any way the formation, the 
oigwuimtion, or the ftnanc\n\» of any transcontinental road, Bay, from the Mississippi 
ot the Missouri River to the Pacific coastA, I have no idea what you Tefei to or 
what is in yonr mind. 

Q. I refer to the question as to whether in the contest that has occurred between 
the Northern Pacific and the Union Pacific there is net involved possibly another 
transcontinental road or the extension of one of the trunk roads, liko the Burlington, 
to the Pacific coast?—A. I am uot aware of it at all. 

Q. That has never boon discussed in Wall street?—A. Not to my knowledge. 

Q. Now, in the contest which has agitated the country and the people for the last 
month or two in respect to those two stocks—tho Northern Pacific ami the Union 
Pacilic—is it tho aim in that contest to make this same community of interest work 
between the two ultimately—between those who are financing and managing them?— 
A. I am not aware that there has been any contest. There may have been some 
Wall street speculation, of which I know nothing; but I am not aware that there 
has been any contest. 

Q. How would you, as a financier, explain the fact of a single share of Northern 
Pacific stock going up to $1,000 cash?—A. lean only explain it on tho ground of 
somebody's having sold something he did not have, ami when he wanted to get it 
back he could not get it back. Other investors have possibly bought perfectly bona 
fide a supply of stock for their own purposes, (lainblors who sold things they did 
not have and tried to get back what they had not possessed, found it was not there. 

Q. Let us take a step farther. 1 >o you know', or is it. even a street runior, a rmuor 
at all, either in the London market or the American market of stocks, that ono or 
tho other of the parties, the Northern Pacific or the Union Pacilic or the Missouri 
Pacific, in its extensions, intends to control two transcontinental roads if they can?— 
A. I know nothing about rumors. 1 never listen to rumors; nor do I know anything 
about one transcontinental line desiring to control any other. 

Q. (By Mr. Litoiman.) Is not the idea prominent in this community of interest, 
to establish a transcontinental line? Is not. that one of the main objects of this 
community of interest and consolidation of interests that has been going on?—A. 
Not necessarily. The great systems of the country divide themselves into two divi¬ 
sions—the lines to and those beyond the Mississippi or Missouri River. 1 do uot 
bolieve that the ti unk lines, as they are generally called, have any desire whatever 
to extend their lines, either by combinations with other lines or by construction, 
beyond tho North and South boundaries. 

Is it not the natuial combination of these two interests, where the freight 
movement is east and west?—A. No. There is always, as far as I can see, a limit to 
what one system can handle, as I believe traffic questions in the different sections 
of tho country are different; and 1 am convinced that the. heads of large trunk-line 
systems on the one hand ami of so-called Pacific, roads or transcontinental roads on 
the other hand arc very desirous of keeping apart, and very wise in doing so. For 
instance, the Union Pacific, which ends at Omaha and Kansas City, farther south, 
has never had any desire to cross the Missouri River or make any combinations 
which extend east of the Missouri River. It has always preferred to have every 
road—every trunk road that came to tho Missouri River—come to it on equal terras 
and an equal basis and use its facilities west of the river. The minute you extend 
east of the river you get into a hornet's nest. 

Q. Youridoais that if they should have a lino of their own they would imme¬ 
diately invite the competition which the community of interest lias been desirous of 
remedying?—A. It would not invite competition; no. You can not serve too many 
masters. 

Q. (By Mr. Farquhak.) Is it not a natural thing in railroad development and the 
acquisition of railroad properties to acquire even beyond the zone that you have men¬ 
tioned, tho Missouri River, for instance, where the terminals of the transconti¬ 
nental lines are; for those who own big trunk lines to tho East to extend and have 
under one control the roads beyond the Missouri River to the Pacific coast? Let 
me instance the Vanderbilt system: Is it not natural to suppose that the Vanderbilt 
system would now seek, under the stimulus of Asiatic trade and the Asiatic acqui¬ 
sitions of this country, to have control all the way from New York to Seattle or San 
Francisco?—A. Railroad problems are my weak point. Wliat. may he in the minds 
of those who guide the destinies of large railroad systems I do not know, but I 
hardly believe that any intention exists to deviate from the very wise policy of 
having a natural line about the center of the continent— a continental divide—aoross 
which neither those from the east nor those from tho west shall go. 

Q. Now, to carry the inquiry just a step farther, still referring to the community 
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of interest of which you have spoken so favorably hero in the equalizing of rates, 
giving the purchaser and shipper, the consumer and the transporter equal rights, 
would it not naturally follow that in seeking that community of interest it would 
be light and proper for the owners of the great eastern trunk lines—I said the Van- 
berbilts, wo will say in a measure the Gould system, the Wabash system, the Penn¬ 
sylvania system, and" even the Southern Bystem—would it not bo natural that they 
Aflould awhile m that my community of interest and the purchase of stocks of 
other companies ultimately the control of a transcontinental line 1—L 'Not neces¬ 
sarily and not likely, in my opimou; but I can only express an opinion. I hehevo 
that these questions, much as I would like to answer them, when put to mo will not 
lead to anything. I can only give vague opinions, which arc not worth anything. 

Q. (By Mr. Pitchman.) In the combination of these roads through the community 
of interest, what is your opinion in relation to the capitalization, whether it has 
been proper or excessive?—A. I do not believe that there is such a thing as excessive 
capitalization. It may bo to the inexperienced, naked eye; but if yon will take the 
market value of the stocks and bonds of different systems you will lirnl how, finally, 
the actual market value adapts itself in one company to the market value of another 
company which may have an entirely different capitalization. In other words, while 
tho “A” road may be capitalized at $50,000 a mile, and the B” road may bo capital¬ 
ized at only $25,000 a mile, parallel lines let us say, you will find the $25,000 capi¬ 
talization in tho market will probably sell for just as much as tho $50,000 capitali¬ 
zation. 

Q. You think tho market discriminates in over capitalization so-called?—A. Tho 
investor does. It is just liko a natural law that works silently. Tho market value 
of competing lines exactly adapts itself to tho relative level of each other’s capi¬ 
talization. 

Q. Does not that estimate of value depend somewhat and oven largely upon hon¬ 
est accounting on the part of the railroads themselves?—A. Well, you must always 
assumo that people are honest. 

(J. How far would you approve what is called the system of public, accounting or 
public examination of accounts to secure that honesty?—A. Those are such large 
problems that 1 would not wish to give au off-hand reply to questions touching them. 

• Q. You see no objection, however, iu having some guarantee that the information 
given of tho standing of a railroad shall bo accurate?—A. I beliove that any dishon¬ 
est, action should be made punishable by law. As it is, I believe wo do not need laws 
so much as we need to have our laws properly enforced. 

Q. Is it not your experience or within your knowledge that there have been 
instances of dividends being declared that wore not earned?—A. With reference to 
the corporations with which 1 am connected, l know that no dividend has ever been 
declared that has not been earned. Nor do I know aB a fact, if you asked mo tho 
question, I could not point out a board of directors who have declared dividends 
that have not been earned. 

Q. Do you not think that it lias been done?—A. I believe, in general, directors 
act upon the figures before them. I believe that very generally directors are per¬ 
fectly honest when thoy declare dividends. 

Q. How far would you go in making tho responsibility of the director personal for 
any misstatement of that kind?—A. There would be some difficulty m making the 
director personally responsible except for gross fiamls, just as you could not make 
any one responsible for any negligence, except gross negligence. 

Q. It is a matter of common notoriety that, in some corporations, what I have stated 
has been done; that dividends have boon declared that are not earned. Now, where 
theso corporations have their stock on sale in tho open market and innocent pur¬ 
chasers buy on the strength of the reports made, ought there not to bo some moans 
of protecting these people when these reports are found to have been false ?—A. 
Personally, 1 think it very wrong to declare a dividend that has not been actually 
earned, or for which a resorvo does not exist. In conservatively managed railroads 
the earnings of one year are never paid out as an entirety. A railroad may earn ff 
per cent and declare only 4 per cent, putting 2 per cent aside for a rainy day. I 
should not think it wrong if, in the following year, the railroad earned only 3 per 
cent and appropriated 1 per cent out of the excess from the previous year to keep its 
dividends uniform. But I would consider it wrong where a railroad company 
declared a dividend and practically had to create now capital to pay it. 

Q. It would also, of course, he wroug for a railroad to declare a dividend ono year 
and almost immediately afterward go into the hands of a receiver.—A. Decidedly 
wrong. 

Q. (By Mr. Farquiiar.) Practically in Wall street the worth of a stock is its 
earning power, is it not?—‘A. Yes. 

Q. That is the financial rule of the street, is it not?—A. That is not only truo in 
Wall street, but it is also true all over the world. Tho value of property is in the first 
instance determined by what it can produce. Every other value given is speculative. 
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If a road does overissue stock on presumptive earnings or extensions or by a vote of 
tho board of directors is not that water practically eliminated by the rating that the 
market puts on the stock itself?—A. Almost always. 

(J. Always?—A. Almost always. 

Q. In other words, do not practically the financiers of Wall street squeeze the 
water out of tho fictitious stock ?—A. I do not know what you mean by tho financiers 
of Wall street. 

Q. I mean those who handle the finances of the road—all the railroad stocks and 
shares of the country.—A. I believe, as a rule, there are a very few companies or 
hoards of directors that can increase their capital stock without a vote of tne stock¬ 
holders. So, if as you say, the stock is unjustly increased it is done by the owners 
of the property and not by the boards of directors. 

Q. Tho point is this, that in tho main the owners of largo blocks of shares of a 
road can control all the lesser stockholders, and usually do.—A. Not as a rule. 

Q. As a rule, is it not a fact that tho motives and purposes of the road and the ex¬ 
tending of its stock is controlled by the strong shareholders?—A. I believe every 
intelligent shareholder nowadays acts independently, and if anything is proposed by 
wlmt you call the larger shareholders that is not approved by the smaller share¬ 
holders, they make themselves very readily and very forcibly heard. 

Q. (By Mr. Litchman.) What is your opinion of stock dividends?— A. As a gen¬ 
eral proposition I do not believe that stock dividends are advisable, but there may 
be exceptions to this if the stock dividend represents cash value or earnings actually 
retained in the course of years from the shareholders. For instance, if a road in tho 
course of 10 years has earned an average of 8 per cent per annum, which in 10 years 
would bo 80 per cent, and has paid its stockholders at the rate of 4 per cent per 
annum which would be 40 per cent, and for some reason lias kept the remainder as 
a reserve, and acquired new property with it, I can see no good reason why tho 
shareholder should not have a just claim for that cash which has been retained from 
him, in some form, either in cash or now stock. 

Q. In the case of new stock it becomes a perpetual burden on the public, does it 
not?—A. It does not involve a perpetual burden. If you or 1 take our money to day 
and build a railroad and for that investment issue stock- 

Q. (Interrupting.) But the laws of the different States restrict the building of* 
railroads, and special privileges are thereby conferred upon the railroads already in 
existence, are they not?—A. That does not exactly meet the case. For instance, if 
I own to-day a line of road from New York to Albany, and want to build a branch, 
say, from Albany to Saratoga, and if, instead of issuing new capital, I take my earn¬ 
ings or the earnings of the shareholders of the company to build that now road 
with, I should be justified, after that road is completed, in returning to tho share¬ 
holders their money which has been used for uew capital in the form of new shares. 

Q. That is true. Now, supposing the road from Now York to Albany is already 
built and the road from Albany to Saratoga is already built, and each has been capi¬ 
talized to a fair capitalization on the cost of building; if you combine those two 
roads and add as much more stock, so that the stock of the combined two roads is 
double what it was originally, would you consider that a just proposition to tho 
public?—A. It all depends. It is impossible to answer the question, because so 
many questions of value enter into it. I could not answer offhand except as a gen¬ 
eral proposition. 

Q. IIow far ought there to be a return to tho public at large (from whom the fran¬ 
chise comes) in the shape of lowering the passenger rate and the freight rate?—A. 
So far as I understand it, transportation ratos in general will adapt themselves, also 
by a natural law, to the prevailing rate of interest. If other investments, on an 
average, return 4 per cent, railroad capital actually spent, through some silently 
working law, can not bo made to return more than 4 per cent, no matter what you 
do to force it. When railroads had to pay 7 per cent and 8 per cent 20 or 30 years 
ago for their capital, freight rates were more than double what they are now. Now. 
where railroads have to pay 3$ per cent and 4 per cent and 4£ per cent for their 
capital, freight rates are about one-half. 

Q. There has not been much change in passenger rates.—A. Yes, there has; they 
have been changed very materially. 

Q. It may be on long hauls, but not very much, say from New York to Buffalo, in 
many years.—A. I know very little about railroad matters, but so far as I know 
passenger rates, per mile, have gone down just about ono-half. 

Q. The State of New York fixes on the Now York Central Railroad a maximum 
rate of 2 cents. That is a part of its charter.—A. Yes. 

Q. The point is this: If by over-capitalization the New York Central Railroad 
doubles its capital, of course it may only pay a 4 per cent dividend or a 5 per cent 
or a 6 per cent dividend on the double capital; yet if it was required to restrict its 
payment on tho single amount of capital it might result, might it not, in the reduc¬ 
tion of the passenger rate as well as the freight rate?—A. Not likely. If the State 
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of Now York permits the New York Central, as it doe9, to charge 2 cents, naturally 
it is the tendency of the railroad to maintain the rato at 2 cents as long as it can. 
But in fact, it does uot. The New York Central transports passengers to-day at 
considerably less than 2 cents per mile. 

Q. (By Mr. Kennedy.) I would liko to ask yon if there is any probability or 
danger of this community of interest in railroads running into industrial combina¬ 
tions, such, for instance, as the United States Steel Corporation, and that company 
or corporation receiving favors on account of this community of interest which 
would be detrimental to the independent iron and steel manufacturers?—A. Person¬ 
ally I have no experience in industrial finances. My firm has not occupied itself 
with them, and I can give you very little information. 

Q. (By Mr. Ripley.) Did not your firm underwrite a part of the securities issued 
for the United States Steel Corporation, for the American Bridge Company, the 
National Tube Company, and others?—A. Community of interest exists among bank¬ 
ers too. Bankers as a rule are very good neighbors, and we meet each other and 
combine capital when wo have large financial transactions—larger than our resources 
can handle; we ask others to unito their resources with ours to handle a given con¬ 
cern under our management That is what is generally termed a syndicate, and 
such exist very generally. Now, while my firm, as I said before, as a rule does not 
occupy itself with industrial linaiieini> that does not exclude it from making an inter¬ 
est in the financing of industrial undertakings, when the financing is managed by 
others. Your question is perfectly well understood. Iflargo bankers who financed 
the undertakings which you have named invited our firm, we no doubt to a vory 
moderate amount acceptod the invitation, but wo had nothing to do with tho details 
or the management. 

(),. Did you know of the principle on which the United States Steel Corporation 
was iinaucod,or did you seethe statement respecting the basis of that capitalization 
which Mr. Schwab made before this commission?—A. I read Mr. Schwab’s state¬ 
ment very hastily ami the comments on it, but l do not know anything of tho details 
of the financing. 

Q. You said some time ago that the capitalization of a road is at once seen in the 
price of the securities. Is it not, however, recognized among hankers that yon can 
sometimes double the amount, of securities without thereby cutting the price in half? 
Will not investors sometimes pay a little more than half in the case of capitalization 
doubled?—A. Very exceptionally. There may bo instances. Human minds differ, 
and you may for some reason believe that there are possibilities and probabilities in 
a cortain company, from which opinion I may differ; hut that means speculation, 
and that has nothing to do with tho real valuo. Ilonco tho real value always finds 
its just level, as water finds its level. 

Q. I was referring particularly to tho case of the Chicago and Alton road. 1 Your 
firm financed tho capitalization of that road a few years ago?—A. It did not. Tho 
Chicago and Alton was simply a readjustment. It was not a reorganization, but a 
readjustment. It was an old-fashioned organization which had become so heavy 
that it was impossible to move it to oxpand the possibilities of the road, and the 
stockholders simply got together and decided they would readjust the finances of 
tho company. 

Q. Your firm had to do with the readjustment?—A. Our firm wore large stock¬ 
holders. 

Q. What was the amount of capital of that road before and after the readjust¬ 
ment?—A. I can not give you those figures. I can only give you the facts showing 
that, independently of the large capitalization, the charges for dividends and interest 
in the new corporation do not vary, I believe, 5 por cent from the charges and divi¬ 
dends of tho old corporation. 

Q. The capital was increased, was it not, from something like $30,000,000 to some¬ 
thing ovor $100,000,000, inclmliug stock aud bonds?—A. I am not aware of that. 

Q. I wish you could recall the figures in that case—I mean approximately—simply 
to servo as an illustration of this principle you have mentioned?—A. What I can 
very clearly romember is that under the old financing the charges for dividends and 
interest were something like $2,600,000, I believe, and under the new scheme of 
finances which the stockholders adopted they were something like $2,700,000, not¬ 
withstanding the fact that something liko $10,000,000 new money had come into 
the road. 

Q. The total values of stock and bonds was very largely increased, was it not?— 
A. They were increased, but the dividends which for 30 years had been at 7 per cent 
were reduced to 4 per cent, which is nearly a cutting in half. 

Q. The point I wanted to bring out was whether there was any increase in the 
burden on the public which they had to make up in rates by reason of this large 
increase of stocks and bonds?—A. I think that point I have very definitely answered 
by telling you that the Chicago and Alton Company, which paid, under tho old arrange¬ 
ment for very unsatisfactory service to the public, something like $2,600,000 to its 


•Compare testimony of Mr. T. F. Woodlook, p. 458. 
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bond and sharo holders, to-day for very much more efficient service, brought about 
by putting something like $10,000,000 into the company, pays perhaps $2,700,000. 

(J. It pays 4 per cent now instead of 7 per cent as formerly?—A. Yes. 

Q. Is there not a constant temptation to increase that rate of dividend from 4 per 
cent up to 6 per cent; in other words, to regard 6 per cent as a normal return on that 
capital?—A. There is no more temptation to increase from 4 to Gthau existed before 
to increase the old dividend from 7 to 10. 

Q. Might it not excito public comment very much more largely to increase the 
rate of dividend from 7 to 10 than to increaso it from 4 to 5, or from 4 to 6?—A. Not 
necessarily. 

Q. In tho case of the acquisition of the securities of one road by another, is there 
over danger that that purchase may be made at a high figure, which is for the timo 
speculative perhaps, and that that may be afterwards fixed in the capitalization of 
the two roads exactly as Mr. Lit'hmaii suggested in his question?—A. That depends 
upon tlio good judgment of railroad managers. The fact is that where the acquisi¬ 
tions have been made during the past year or two they have been made on much 
lower figures than now exist, because railroad managers have been farsighted. 

(J. Was there not a statement made yesterday officially that the remaining 
$60,000,000 of bonds of the Union Pacific road out of tho $100,000,000 authorized 
were to be issued?—A. I saw sonio such statement in the morning papers, 

Q. The statement was likewise made that that issue was to secure tho purchase 
of stock in tho Northern Pacific road by the Union Pacific interests. Have you any 
knowledge as to that ?—A. I believe such a statement was made in the papers. 

Q. Have you any knowledge concerning it? Your firm was concerned in the opera¬ 
tion, was it not?—A. Will you repeat, the question? 

Q. I say have you any knowledge concerning that matter? Are there any statements 
which you are willing to make? The point 1 wish to bring out is as to whether in 
tho case of tlio purchase of stock ot one road by another that purchase may be made 
at perhaps a temporarily excessive figure and afterwards fixed in the capitalization 
of the road. To apply it to this particular ease, suppose that $60,000,000 worth of 

bonds of the Union Pacific road- A. (Interrupting.) Let me interrupt yon. 

That is a leading question, which I prefer not to answer. 

Q. (Hy Mr. PAUquiiAK.) Could you give us a general idea about the proportionate 
amount of American securities that are bold in Europe and in this country?—A. It 
is very difficult. Nobody can estimate that proportion correctly. To attempt to do 
it v ould be merely a gues". I believe that to day the amount of American securities 
held in Europe is oxtremely small; and tlio greatest protection to the welfare and 
prosperity of this country that can exist, the great strength of the country, lies in 
the lacf that to-day Europe holds very few of our railroad securities. 

q. In those groat transactions which occurred a few weeks ago in Wall street, 
where your clearing bouse made returns of over $600,000,000 a day, is it a fact known 
in financial circles that the parties to those great transactions had all tho capital 
and money back of them to sustain and hold the stocks even at the groat rises that 
were made?—A. Wall street in the sense in which you no doubt mean it—the stock 
exchange—is something entirely different from what we should term the banking 
business. Lar^e banking houses have only to do with Wall street in so far as it 
represents a ..mrket for securities. If my film or any other largo firm wishes to buy 
stock, it has t»> go into the stock exchange, or Wall street as you term it, to buy it; 
but that is the end of it. Speculation is something different. Wo pay for the stocks 
aDd bonds we bny and use them for the purpose for which we want them. Tho 
enormous rise in values which has lately taken place has to a great extent been the 
result of market speculation. People got insane and went into what is popularly 
termed Wall street and bought on margins, and naturally something had to occur, 
as it always does, to bring down these unreasonably inflated prices, and it did occur. 

Q. Is it not a fact that, oven with the great rise in stocks, ranging from 5 up to 
40 and 50 points, there was American money back of that rise to sustain and hold 
them, and that American wealth and money hack of it kept Wall street from a 
Black Friday during this last 3 weeks?—A. I do not know what you would call a 
Black Friday. 

q. Because there was no money back of the Black Friday it went down.—A. 
American money and American wealth and prosperity keep and will keep prices to 
their inherent natural level. Legitimate capital and legitimate prosperity can not 
and never will he used to build up a level of prices which is not justified. 

Q. 1 am very glad you made that answer, I would like to hear you, if it were not 
quite late now, on two questions—first of all, the banker’s profit and the men who 
are the conservators of American capital and speculation, wherein the safety of even 
tho purchaser of stocks consists in tho fact that the American hanker, even in the 
same panic that took hold of Wall street a few years ago, came to their aid with 
millions and held the market and kept stock owners from rulu.—A. Tho American 
hanker did not come to the aid of tho speculator or help the market, as you call it. 
The American hanker saved, us lie always has done ana always will do, the legiti¬ 
mate owners of securities from beiug compelled to sacrifice them at any price. 
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Q. Yon have had a tong experience in banking, and especially yonr firm here, and 
a great experience in foreign exchange and the balances in respect to gold, etc. Is 
it not astonishing to yon to see the amount of American wealth and American money 
far over and bejoud the 21 billions of circulating medium that in the last 21 years 
Jiavo come in through industrials nml through railroads and through general stock 
investments? Where has all this capital been for the last 10 yearsf—A. That capi¬ 
tal has been partly in the earth—gold and silver that has been taken out. Partly it 
has been created by the creation ol wealth. Wealth when created must have some¬ 
thing to represent it. What does represent it is the bank nob*. The bank note or 
the paper currency simply mobilizes immobilized wealth. It is for this reason that 
government circulation, in my opinion, is unjustified, for government does not pro¬ 
duce anything, and should therefore not bo tho maker of the vehicle of wealth cir¬ 
culation. The makers of the vehicle of wealth circulation—currency—ought to be 
those who represent tho producers ot wealth—tho banks. 

Q. (By Mr. Kennedy.) Are you a believer in and an advocate of government, 
ownership of railroads and telegraph lines?—A. I do not think that our Government 
is adapted to any centralization of power such as would be necessary to tho owner¬ 
ship of the railroads; but that is simply a personal opinion and of no valne. 

Q. (By Mr. Tompkins.) In what, way would you suggest they should be con¬ 
trolled? Now that, power is growing daily to be more and more in a tew hands, in 
what way would you suggest that those utilities be controlled for the benetit of the 
people? Is it better that tlie\ should be in a tow hands than under Government 
control? —A. I believe that, the silent laws of nature are better correctives than any 
written laws can ever become; but it is the right of government, and especially of 
a government by the people, to legitimately regulate those concerns that exist as 
its servants. 

Q. Do you think it would bo desirable for the Government to undertake a control 
of the railroads similar to that it now exercises ovor I ho banks?—A. 1 have not 
given this mut.tor suflieient. thought to answer that question. 

q. (By Senator Kyie.) One of the best laws known 1o economics and most ben¬ 
eficial to the public, is the law of competition. Do you think the law of competition 
is going to be preserved?—A. Undoubtedly. Capital is becoming so strong and so 
easily obtained that, the moment compensation for any service is demanded at a rate 
in excess of that at which it can be produced, competition will set. in. 

Q. Suppose the transcontinental roads weie to bo consolidated; it is quite an 
enterprise to build a. parallel lino to preserve competition?—A. If the transconti¬ 
nental lines were ever to ho consolidated, which I very much doubt will ever happen 
in this generation (I do not know what will happen in the next), it would be the 
most certain way of immediately bringing about the construction of another line. 

Q. (By Mr. Clahkk.) In your own opinion, is wealth being consolidated in a few 
hands, or is there constantly a larger distribution of wealth with the increase of 
wealth?—A. I beliovo that to-day there are more wealthy people in proportion to 
population than there liavo ever before been in the history of this country. 

Q. Do you anticipate that the consolidation of companies or tho establishment 
of communities of interest will tend to concentrate wealth, or will have tho opposite 
effect?—A. I believe that the condition of affairs as it, now exists will contribute to 
a larger distribution of wealth than baH over beforo existed. 

(Testimony closed.) 


Washington, D. G\, June /,», tool. 

TESTIMONY OF MR. U. N. BETHELL, 1 

General Manager New York Telephone Company. 

Tho commission mot at, 11.02 a. m., Vice-Chairman Phillips presiding. At that 
time Mr. U, N. Bethell, general manager New York Telephone Company, 15 Dey 
street, New York, appeared as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Phillips.) Will you give your name and addrossf—A. U. N. Bethell; 
15 Dey street, New York. 

Q. Wbat is yonr present position?—A. General manager of the Now York Tele¬ 
phone Company. 

Q. What business were you engaged in beforo you took this position?—A. For a 
time I was a Government clerk in Washington, and at tlio same time a law student. 
Soon after my admission to tho bar I went into the telephone business, first in the 
legal and financial departments and later in the operating department,. 

Q. How long have you beeu connected with this telephone business?—A. Since 
about 1889. 


1 See also for various statements criticised by this witness the testimony of Mr. Parsons, pi>. 173-179; 
also supplementary statement of Mr. Parsons in this volume, post. 
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Q. Now, I have no doubt that you came prepared to make a statement in regard 
to the telephone business, and the commission would be pleased to have you proceed 
iu your own way to make such a statement.—A. I shall first tell you briefly of the 
development of the telephone industry in New York City, the rates that are charged, 
the principles embodied in the rate plans, and something of the profits involved in 
the business; and then, if time permit and the commission desire, I shall give yon 
some facts relative to the telephono industry in foreign countries; confining myself 
chiefly to the European countries, first, those where there is government or municipal 
ownership, and then those where the business is conducted by private enterprise. 

First, as to New York: The Now York telephone system is now by far the largest 
in the world, and represents the greatest per capita development among cities of 
1,(X)0,000 or moro in the world. The growth in recent years has been exceedingly 
rapid, and the number of stations in the system now amounts to moro than 02,600. 
In speaking of Now York it may he proper to say that I shall use the words “New 
York” to mean that portion of Now York City as now constituted, comprising the 
boroughs of Manhattan and tho Bronx. That, is old New York City, which is gen¬ 
erally known as Now York to day. The New York company covers a much larger 
territory than New York City, but I wish, for the sake of clearness, to speak first of 
the conditions in New York City, because that will show you the conditions in a 
great city. The telephone business was begun thero practically in 1878, and the 
period from that time to the present may bo divided into two parts, the early period 
running from 1878 to 1894. At the end of the eaily period, 16 years, there was a 
total of about 11,600 stations, and during the later period, from 1894 to the present 
time, 7 years, there was a gain of 51,(MX). I do not wish to give the impression that 
the gain during that early period of the development of the telephone industry in 
New York City did not compare favorably with developments in other parts of the 
world; I think it did. But I wish, by presenting these figures, t.o show you graph¬ 
ically what a tremendous development has occurred in tho last lew years, and that, 
statements made about the telephone industry a few years ago are not at all to ho 
relied upon at the present time. 

Q. (By Mr. Litcuman.) Whore you speak of stations, you speak of places where 
the telephono is installed, do you?—A. I speak of (lie station as a telephone 
installed—that is, a sot of instruments from which one may talk to another person, 
using a similar set of instruments at another place. Now, this growth has been 
exceedingly rapid during the last 'A years, the gain during that time being more than 
57,500; and during tho last 2 months (he gain averaged almost 2,000 a month. A 
very conservative estimate of the conditions in New York at the end of this year 
will perhaps pluco the number of stations at over 72,000, probably nearer 75,000. 
Now, it is interesting to note tho causes of this rapid, unparalleled development. 
First of the causes, 1 should say, is efficient service; and then a growing recogni¬ 
tion of the utility of the telephone in conducting various commercial and social 
transactions; and, chief of ail, the rates, including the principle that is embodied in 
the rate plans, and the actual reductions in rates that have been made. 

In speaking of the efficient service, I will briefly outline wliat has been done in the 
way of providing plant from time to time. The policy of tho company has been 
to adopt improvements whenever their worth has been demonstrated, practically 
regardless of cost. As illustrating this, 1 would say that during the earlier years, 
in New York as elsewhere, all wires were overhead, and single wires were used. That 
is, earth was used as a part of the circuit. Tho New York Telephone Company had 
a very extensive overhead plant. In the development of the art it was found that 
the proper thing for best service was a metallic circuit; that is, two wires connect¬ 
ing each station to the central office. Without such construction it would be almost 
impossible to haudle long-distance traffic, and every station in New York for several 
years has been so connected and so equipped and so maintained that talking from it 
could be successfully carried on to the most remote points; so that the subscriber 
in his residence and the small shopkeeper talk to remote points with just as much 
facility and ease as a banker or broker or tho largest subscriber in the system. 
New York was among the first to undertake this great work, and for many years has 
had an exclusively metallic-circuit system. When I speak of conditions in Europe I 
shall show that in a great many places overhead single wires are still in use; thus 
showing the continuance of methods in some larger European cities which we began 
to abandon in New York away back iu the eighties, and completely abandoned many 
years ago. This great change in the mothod of working involved a reconstruction of 
the entire plant, covering a number of years—from 1887, approximately, to 1893. Tho 
overhead lines were sacrificed, the poles were cut down, and the wires were sold for 
junk. Iron wires actually brought nothing. We may Bay the whole lino plant was 
thrown away, and this plant represented on the books an amount perhaps in excess 
of $1,500,000. Tho underground cables that were first put in to replace the overhead 
wires, the types adopted being new and untried, were, many of them, faulty, and 
worked unsatisfactorily. That was a very expensive experiment, before satisfactory 
cables were obtained. A large switchboard at one of tno company’s central offices 
had just been completed at a cost of $180,(XX), for single-wire working. Through 
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this ohange in the art it was necessary to modify it at an additional cost of $80,000 
before it eonld be used for metallic-circuit working. I only mention these facts to 
illustrate with what rapidity the changes in the art have taken place, and to what 
great expense telephone companies are required to go in a great city if they keep pace 
with the development. In tho past 12 years some of the company’s exchanges have 
been reconstructed three times. What we now view as the most important change 
was tho introduction of the common-battery system about 3 years ago. That required 
tho substitution of an entirely new equipment at all of the central offices and at all 
stations to put tho system on an up-to-date plan of working. Now, in order to do 
that, the company abandoned a plant, that is, a central office and station plant that 
was perhaps sufficient to serve a system of 30,000 stations. This work has been of 
such magnitude that 3 years have been consumed in carrying it out. The final work 
is nearing completion, and before September the Manhattan system will be working 
on the new basis. Another thing that I wish to mention in passing is, that the 
gain in 3 years of 37,500 stations does not mean as much, taken as a single fact, 
as when yon connect that gain with the fact that to mako it, it has been neces¬ 
sary to connect about 62,500 stations, tho difference between tho two, or about 
25,000, being disconnected through people going oil'. The net gain was 37,500 in tho 
3 years. Very recontly a European oxport wrote that Now York has not only the 
largest, hut technically the host, system iu the world. 

Now I come to speak of rates, and 1 shall divide, tho period between tho com¬ 
mencement of the business and the. present time, for our convenience, into two 
periods, substantially the same as those mentioned when I was spoaking of the 
growth. 

Q. (By Mr. Farquiiar.) When you abandoned the system there, did you adopttho 
conduit for all your wiresf—A. Yob. 

Q. All over tiie system of Now York?—A. What system? 

Q. That is, the systom of tho sunk wire.—-A. Underground? 

Q. Yes.—A. Oh, yes. 

Q. Is that system all over the Manhattan and Bronx?—A. Not over all the Man¬ 
hattan and Bronx. That is .all over Manhattan, and a very largo part of the work 
is underground in tho Bronx. When it was decided to change from an overhead to 
an underground system, laws wero enacted by the State legislature proscribing the 
methods that should be followed. First, naturally, tho densely populated, tole- 
phonically speaking, parts of the city we.ro to bo dealt with, and as rapidly as possible 
the work was to be oxtended to all parts of the city. At the preseut time there is 
not a pole line in Manhattan, outside of a very small section north of One hundred 
and thirtieth or One hundred and fortieth streets, excepting one main trunk line 
used for long-distance wires. 

Q. Was this provision that was made by legislation made only for your own wires 
or were there any municipal wires placed'in your conduit?—A. Municipal wiros? 

Q. Yos.—A. The legislation provided for tho building of subways for all wires; but 
wires bearing low-tension and high-tension currents wore not put iu tho samo sub¬ 
ways or on the same side of the street. 

Q. Can you give the commission any idea how much it cost your company to make 
that change by throwing away the old systom ? You said a million and a half in 
one case, but in the installation of tho new system how much was tho cost of that?— 
A. Well, T do not believe that from memory 1 could separate that figure from the 
rost of the accounts, but perhaps l may be able to give you a cloarer idea when 1 
come to talk of tho profits of tho business. 

Q. (By Mr. Litchman.) Are those conduits established by your own company?— 
A. No; those subways were constructed and owned by a soparato company. 

Q. Under a franchise from tho city?—A. It was pursuant to the act of the State 
legislature. 

Q. Well, the city would have to grant the right of location, would it not?—A. Oh, 
yes; there was a board of electrical commissioners appointed under whose super 
vision the work was carried out. The functions of the board afterwards passed to 
other officials and are now lodged in a commissioner. 

Q. (By Mr. Farquiiar.) This commission was to form a subway system for the 
city of New York for all wires, was it not?—A. Yes. The work of tho commission, 
as I remember it, as outlined in the several acts passed, was to invite the submission 
of plans and to adopt some general comprehensive scheme for transforming as 
rapidly as possible the overhead into an underground system. 

(By Mr. Litchman.) I would like to know something about this particular 
corporation which controls tho conduits or subways.—A. I am not connected with 
that company in any way, and the information I have given you is simply through 
a knowledge of tho law, which iB open to anyone. 

Q. (By Mr. Phillips.) Are the offices of the one company connected with the other 
company ?—A. Some individuals are officers in both companies. 

Q. (By Mr. Farquhar.) Is tho subway company a separate corporation from 
the telephone company ?—A. Yos. 

Q. Totally separatef—A. Yes. There are two distinct corporations. Tho affairs 



780 


INDUSTRIAL COMMISSION:— TRANSPORTATION. 


of the two concerns are conducted separately. There is a financial or stook interest 
between the two. As fully as l can state it, the relation is shown by these facts: It 
became necessary to bury tho wires, because of their great number and also because 
there was a widespread popular dissatisfaction with the conditions, the streets being 
full of poles carrying all kinds of wires belonging to various companies. It was 
desired to provide a general plan for all wire users. Rut burying wires was a new 
experiment, and capital hesitated; it did not want to go into it, and the people con¬ 
nected with the telephone industry put up most of tho capital, aB I understand it, 
and mado it possible to carry out a general and comprehensive plan of putting the 
wires underground. There was nothing in tho entire transaction that was not iu 
every way creditable to the telephone iuterests. 

Q. Then it w r as a corporation formed to work in harmony with tho Bell Telephone 
Company ?—A. They havo worked harmoniously, and the public has not suffered 
because of that, but, on the contrary, has benefited largely by it. Some of the other 
occupants of the subways may also have been interested, but to what extent, if any, 
I do not know. 

Q. What other occupants of tho subways are there?—A. Companies operating tel¬ 
egraph lines and electric lines of \ arious sorts. 

Q. (By Mr. Phillips.) Electric lighting?—A. Electric-lighting wires carrying 
high-tension currents are in an entirely different subway system. 

Q. (By Mr. Litcuman.) An electric-light wire, I understand, carries too high a 
voltage?—A. Thcv generally carry too high a voltage to occupy the same subway 
with telephone wires. 

Q. (By Mr. Far'juhar.) Are not municipal wires put through tho samo subway ?— 
A. Tho fire department and police department wires are in tho same subways. 

Q. Was there anything in the charter of the subway company providing that any 
competing company might have the right to lay wires?—A. The subways are open 
to all on equal terms under gcnoral laws. There is nothing exclusive about it. 

Q. Proceed in your own way.—A. I was about to speak concerning rates. Now, 
during this early period, when single wires were used, the rates weie all fiat. By 
flat rates 1 mean that all subscribers having tho samo general character of equipment 
paid the samo amount, whether they usod the service much or little. In the early 
times, tho business was commenced by renting the telephone, and the idea of renting 
telephone having once gained a footing remained fora longtime. When the business 
grew and became large, that idea was i oplaeed by another idea—tho eorreet ono—that 
the company's business was to render a public service, not to lent a telephone. Dur¬ 
ing tho very early daj s, the fiat rates ranged from $00 to $150 a year for single-wire 
service, and later, when metallic-circuit service was introduced, they ranged from 
$120 to $240 a year. There never was a time when all New York subscribers paid $240 
a year. There were lower rales; tor example, $180 lor residence service, $150 for 
party lines, $144 for a second line, aud various other rates; but the business fiat rate 
was $240. That being tho rate most generally used became, known as tho New York 
rate; and even at tho present time some students of telephone matters will speak of 
the New York rate as being $240 a year. This is especially true, I may say, of maga¬ 
zine aud newspaper writers outside of New York City who have not kept posted as 
to the changes that havo occurred. 

The great growth which I have spoken of commenced in 1804, and it was in that 
year tliat»the New York company adopted an entirely different plan of charging for 
telephone service in New York City. We call it the message-rate plan, because the 
message, instead of the station, is taken as the basic unit in making the rate. It is 
a very simple plan. Tho subscriber pays for the service rendered in his particular 
case. There is a minimum charge, for which the subscriber may send a stated num¬ 
ber of messages, with additional charges for additional messages, the amount per 
message decreasing as tho number of messages increases. Pi actically, tho wholesale 
principle that applies in ordinary business transactions is applied. The rates iu New 
York now range from ^2t a year up for exchange service. There are other lower rates 
for supplemental stations as low as $8 and $12 a year; but for the primary connection, 
by which the subscriber puts himself in relation with the other subscribers in the 
system, the lowest rate is $24 per year. 

Q. Is there any competition in the city ?—A. There never has been any competition 
in New York City. In Manhattan, where there are about (>0,000 stations, the rate 
ranges from $60 a year up; that is to say, for $60 a year the subscriber has the right 
to send 600 messages to any and all parts of Manhattan. 

Q. (By Mr. Farquhar.) Will you state what this $8 rate is—what the subscriber 
is entitled to?—A. In just a moment. There is no maximum rate; but the charges 
for additional messages ranging from 6 cents down to 3 cents are so arranged that 
the traffic-carrying capacity of a line in New York practically limits the total rate in 
most cases to approximately $210 per year. It would be fair to say, therefore, that, 
excluding exceptional cases, the rates in Manhattan range from $60 to $240 a yoar, 
according to the amount of service that each mail receives. There are other rates 
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for special conditions. For instance, there may be a demand for a particular kind 
of service in a particular place. Take Harlem. Harlem is a city within a city. It 
has its own theaters, newspapers, hanking institutions, and everything that goes to 
make up a city—a very largo city, too. There is considerable local sentiment. It is 
center tor a large number of people whose transactions are within Harlem. In our 
constant endeavor to give the public every rate that they may possibly ask for, we 
have introduced a rate in Harlem under which the subscriber pays 5 cents for a 
Harlem message and 10 cents for a message to any other part of Manhattan or the 
Bronx, guaranteeing only $3.25 a month, or $39 a year from the combined business. 
This message-rate plan has been worked out also iu a way peculiarly adaptable to 
largo business concerns. Iu the old times when a large business house would try to 
transact its business over one telephone, the result was that the telephones were con¬ 
stantly reported “busy,” traffic was impeded, and the service was bad. A man will 
give precedence to the message that he wants to send, over the messago that somebody 
else wants to send to him. By trying to do tho business over one line many subscrib¬ 
ers practically close their doors to would-be customers or people who want to trans¬ 
act ousincss with them Now, to obviato this, we worked out, in connection with 
the message-rate plan, a scheme under which a small switch board is located on the 
subscribers’ premises, and in the various parts of his building, wherever he may 
desiro them, telephones are located. Tho rate for these telephones is $12 a year 
each. This local switch board is in turn connected with the general system by trunk 
linos running to tho nearest central office. Those trunk lines are paid for at the rate 
of $36 a year. Tho subscriber guarantees 3,600 messages a year, and may send all of 
tho messages that he pleases for 3 cents each, or $3 a hundred, which, considering 
that you have tho message and the reply, is actually cheaper than postage. This 
has proved tremendously popular among the larger merchants and great institutions, 
newspapers and banks, and with the steamship companies and railroad companies. 
At tho present time the company is operating more than 1,200 such private branch 
exchanges. 

Q. (By Mr. C. .1. Harris.) How many telephones would ho on sorno of these 
exchangesf How high would be the largest number?—A. They run from 2, 3, or 4 
up to 180. Now, in that connection I will take up your question about the, $8 rate. 
I said thore wore rates as low as $8 to $12 for supplemental stations. In hotels tho 
rates for stations in connection with the private branch oxchungo arc from $8 to $12 
per year per station. There is another class of business, called interior service, even 
at lowor rates, which I will speak of later on. To this message-rate sy stem, or this 
plan of charging for what you get, I attribute largely tho remarkable growth that 
has occurred in lecent years. 

Q. Is there no trouble in keeping count of tho number of messages sent?—A. There 
is always troublo in all kinds of business, but it is not insurmountable. As to the 
fairness of tho principle, the question was carefully considered by a committee ol’ 
tho New York legislature, some time ago, and it reported as follows: “With a fair 
minimum rate as an equivalent for the possession aud right to use tho telephone, and 
a reasonable scale of prices for connections, if used, the toll system seems to have 
for both customer and company marked advantages over the Hat rate.’’ This whole 
subject was taken up by an English Parliamentary committee, and I will read you an 
extraot from the Blue Book later. The plan has also been adopted by the German and 
Danish parliaments and recommended by tho management of the Amsterdam munici¬ 
pal telephone undertaking, but not adopted. I shall give you the particulars of that 
when I come to speak of Amsterdam. If has been adopted also by the Government 
in Switzerland, and in Stockholm it has been followed by the private company, and 
the private company has far outstripped tho Government in competition, which has 
offered Hat ratos only. But this message-rate principle has been more generally 
adopted in tho United States than anywhere else in the world, and, so far as results 
are concerned, in tho way of development of the telephono industry the conditions 
are more satisfactory in the United States than elsewhere. 

Q. (By Mr. FARquiiAK.) Would it trouble you just here to oxplain the uufairnoss 
of the flat system iu comparison with the message system?—A. Inasmuch as I do 
that incidentally to the presentation of these several reports of foreign governments, 
I would like to leave that until later. In a system where you have a Hat rate, 
you can only eomparo that rate, other conditions being equal, with the average rate in 
a system where you have a graduated scale of rates. On the first of this year tho 
averago rate in tho city of New York was $87.62; now it is aafo to say that it is $85. 
This includes all stations, oven the $240 Hat-rato stations, except pay stations, of 
which thoro aro about 4,000 in Manhattan. Tho rate is 10 cents for a message from 
any one of those stations to any part of Manhattan, of which 8 cents goes to the 
company. 

There is groat misapprehension about this $240 Hat rate, as 1 intimated before. 
When tho new rates were introduced the subscribers wont very rapidly from the $240 
olass over to the new ratos, because they could save money by it and get all the 
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service they wanted for a much less sum of money. The company never abolished 
it, but the publio haB practically abandoned it. At the present time, at this rate, 
there are less than 1,400 stations out of a total of 62,600, or less than 2V J () per cent, so 
that it becomes practically a negligible quantity. I take it that the rapid develop¬ 
ment of the telephone business in New York City shows tolerably clearly that the 
rates and service are generally satisfactory to the public. Those rates and the 
service furnished have attracted a larger degree of tuo public patronage than has 
been attracted by any other telephone company, whether operated by government, 
municipal, or private enterprise, in any other city of the same class in the whole 
world. 

Another very significant fact is the absence of any general demand for a revision 
or reduction of rates. Some years ago wlieu the Hat-rate system was in vogue, a 
number of gentlemen (with the very best of motives but with a great deal of mis¬ 
information) went year after year to the New York legislature seeking some sort 
of relief from the burdens which they felt the public'was carrying. They urged bills 
under ditl'erent names and titles year after year, but all of those were so framed as 
to perpetuato the old llat-rato principle. 1 do not care to thrash out that old straw, 
except to say that, during the last 2 or II years, the conditions have changed so 
entirely that no business association from New York and no individual subscriber, 
so far as I know, has gone to the legislature to ask legislation of any sort on the 
telephone question. Formerly a number of important commercial bodies in New 
York interested themselvos in the question, ami wo sat down with them and talked 
the matter over in a plain, common-sense, business-like way. Finding that wo were 
solving a very difficult problem as rapidly as it could be solved, they concluded to 
leave tho matter in our bands; and I think it perfectly fair to say that now many 
of these gentlemen, as some of them have already dono in writing, would admit 
that, if what they urged a few yoars ago had been enacted into law, disaster to 
the telephone industry in New York and great public inconvenicnco would have 
followed. 

Q. Well, were not those associations in New York, liko the hoard of trade and 
transportation and others, justified, under your $210 rato and its inequalities, in 
going to tho legislature for remedy? Of eourso, when tho rate fell, there was no 
necessity for agitation or fnrthor pursuing of these plans.—A. The $240 rate was 
not an excessively high rate under those conditions. It was a particularly unfor¬ 
tunate rate; but, up to that time, tho whole efforts of the management had been 
directed toward the upbuilding of a proper plant to render orticient sei vice in New 
York; and, while tliero was some justification for public dissatisfaction, tho remedy 
offered by the hoard of tiade and transportation and others associated with them 
would have made the conditions far worse even than they wore at that time. I 
think that is generally admitted now, because they were urging a flat rato through¬ 
out New York. The flat rate that they chielly urged was $125. At the very time 
they were urging that llat rate, the average message rate in New York was less 
than that amount. But there is always some dissatisfaction, because the public 
interest is best served by the operation of only one telephone system in a given 
area; that is, by the maintenance of a monopoly. That dissatisfaction is, as experi¬ 
ence shows, always aggravated by competition. The causes of that dissatisfaction 
are erroneous ideas as to the profits of the busiuess and misinformation as to tho 
rates elsewhere, especially those abroad. 

Q. You made a statement there as to monopoly and the necessity of unity iu tho 
operating of the telephone. Will you state what the disadvantages are of 2 lines, 
2 companies, even under the same rates, to any business man?—A. I shall show you 
those disadvantages very graphically when I come to speak of Stockholm, because 
thero we have the Government and a private company operating, and the disad¬ 
vantages are clearly shown in the conditions existing in Stockholm. 

Generally speaking, however, they are 2 systems doing the work of 1, frequently 
double rates to many subscribers, uud an amount of annoyance and exasperation to 
tho general public which must he experienced to be fully appreciated. 

Now, as to the question of profits. The legislative committee that I spoke of a 
few moments ago, appointed by the New York legislature, which made a report in 
1888, took notice of this abandonment of properties that 1 have spoken of. through 
the doing away with the overhead wires, and they placed the loss through tnat aban¬ 
donment at three-fifths of the company’s net earnings from its organization. They 
presented figures which, taking that loss into account, showed remaining net earn¬ 
ings for 7 years—that is the period covered by their investigation—to be less than 
10 per cent per year. As I remember it, the exact figure worked out was 9.66 per 
cent. A great deal of misinformation has been spread abroad through figures, based 
on that report, whioh did not tako into account tho committee's statement respect¬ 
ing the losses, and which, therefore, were entirely misleading. 

Q. (By Mr. Litciiman.) Do you moan to say that it was 9.66 per cent over and 
above the expense that you went to to install the new system?—A. Oh, no; the cost 
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of installing the new system certainly had nothing to do with the figures which I am 
speaking or. The net earnings of the company up to the time of this report were first 
ascertained. This committee decided that the loss through the abandonment of the 
old property, not the investment in the new property, would sweep away three-lifths 
of the net earnings accumulated up to that time, and the remaining net earnings, 
after that three-fifths had been swept away, figured out a percentage on the invest¬ 
ment, as shown in the report, of less than 10 per cent per year. Is that clear? 

Q. No, it is not; becauso I do not now understand whether you mean that after 
charging oil'the expense of this now installation the compauy was able to make a 
little less than a dividend of 10 por cent.—A. I am speaking of the period prior to 
1888. Any money that the company laid out in tho way of the investment after that 
date has no connection with tho figure that T am talking about. 

Q. (By Mr. C. J. Harris.) Why do you not put it in this way? I understand that 
the company would have paid less than 10 per cent with a proper deduction for 
depreciation which has to bo taken into account.—A. That is exactly the idea. 

Q. (lly Mr. Litchman.) It was not clear to me whether you meant that the cost 
of the abandonment came out of this little less than 10 per cent earnings, or whether 
it was paid out of tho surplus that had been accumulated previously and held for 
possibly just such contingencies.—A. That is itj that is exactly the case; but the 
future or subsequent investment docs not figure m that at all. 

Q. Well, that would come out of your cost of construction, would it not—your 
new system?—A. The subsequent investment was made through funds raised in 
other ways. 

Q. I understand. And the funds raised in other ways came either through the issue 
of interest-bearing bonds, which had to he paid, or through stock that was added?— 
A. Quite so; and 1 am coming to that period. I am dealing now with the period up 
to 1888. 

Q. The cost of the abandonment of the old plant up to 1888 was compensated to 
the company out of the reserve or accumulated earnings. Is that a fair statement?— 
A. Tho legislative committee so reported. That committee made a very exhaust¬ 
ive repoit of conditions all over the State of Now York; and I may say in passing 
that it reported as to every place except Troy (and in Troy it found some unusual 
conditions) that no telephone company had made unusual profits, and that some of 
them had lost money. It also reported that nowhere in the State had it found that 
excessive salaries were paid to officers. 

Q. In figuring that did tho legislative committee take up the question of capitali¬ 
zation? Let me go further and suggest this thought: If the capitalization, let us 
say, were $5,000,000 on a certain plant, and the dividend earned was 10 per cent, it 
would seem a fair dividend; out if there was an overcapitalization of $2,500,000, then 
the real earning would be 20 per cent.—A. Well, I take it that the legislative com¬ 
mittee, being made up of competent men, if it had found what it believed to be an 
overcapitalization, would not ha\o made the report in those general terms, becauso 
it could not say, under the conditions that >ou refer to, that exorbitant earnings 
had not been made. I would say, as to the New York company, that tho committee’s 
report did take into consideration the investment made. 

The New York company paid no dividends from 1888 to 1896. Since 1896 it haB 
paid 6 per cent poi annum. A far more significant figure than that is the percentage 
of expenses to earnings. The percentage of expenses to earnings for some time has 
been about 65 to 67 per cent; during the first 1 months of this year the actual figure 
was 65.8 per cent. This percentage indicates only conservative management. 
Any larger percentage would bo unsafe, and it would not bo possible, with a much 
larger percentage, to get capital to make extensions to meet the public demands. 
1 think that does not require any particular argument. 

Now, I pass to tho question of wages, which I wish to speak of briefly. The New 
York company has in Now York City 3,615 employees, or approximately that number, 
at the present time. The pay roll of the compauy for its New York force amounts to 
more than $40,000 a week, exclusive of officers’ salaries. Whflu Professor Parsons, 
whose testimony I have read, was testifying before this commission, be said when 
ho came to this point that abominably low wages were paid to telephone operators 
and that in this country they wore little, if any, greater than in Europe. Now, on 
the contrary, tho Now York Telephone Company pays very liberal wages. The hours 
are reasonable, and the conditions with which it surrounds its employees are the 
best, I believe, that any telephone operators in the whole world enjoy. Tho com¬ 
pany has made a point of getting employees of a high character, and to that end has 
adopted a high scale of wages and in every way has sought to make its service 
attractive. It goes to a very large expense iu providing retiring rooms, fitting 
them up properly for the comfort of operators when they are off duty, reading rooms, 
locker rooms, and resting rooms, where, if a girl is tired, she may lie down and rest 
for a time; and dining rooms, where the company furnishes tea, coffee, and milk 
without charge. A short time ago Mr. Lockwood Kipling, the English aristt, father 
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of Rudyard Kipling, was in New York and camo to look over tho telephone office 
as a place of general interest. He went all through it, saw the girls at work, and 
made remarks on the provisions for ventilation and for the comfort of the girls 
when at work. Then he went throng]) the operators' quarters, which have been pro¬ 
vided for their occupancy when off duty. Of course, lie also took an interest in the 
mechanical contrivances. He said, “I wish I could understand the whole thing, 
but I do not. But what I admire most is the humane way in which you treat your 
employees.” 

Q. (By Mr. Litchman.) You sav that the wages are $40,000 a week?—A. The 
wages are more than $40,000 a week. 

Q. How many operatives or employees does that cover?—-A. That covers, as I say, 
about 3,615. I can not give you the exact number of males and females, respectively, 
but I will do that if you would like to have it. 

Q. That approximates $12 a week on an average?—A. Yes; I have not flgured it 
out. 

Q. Not quite $12 a week?—A. I would say, however, that the New York wages 
are from 50 to 150 per cent higher than the London wages, and tho average iB about 
double, aud that New York wages are very materially higher than continental 
wages. Trained operators in Europe get from about $2 to $6 a week. The trained 
operator in New York is paid from $8 to $12 a week. When a girl is first omployed 
she serves a period of apprenticeship, learning the business, and we pay her a 
nominal sum—about $3 a week whilo she is learning As soon as she is able to go to 
work she is advanced, and again when she is able to occupy a position at tho board, 
when skilled, the pay is from $8 to $12 per week. There are female employees in tho 
switch rooms getting $15 or $17 a woek, wages such as are paid nowhere in the 
European countries. For linemen, wiremen, inspectors, and mechanics generally 
tho European average is about $6 a week, possibly a littlo higher, but not much. In 
New York similar grades are paid from $12 to $21 a week. 

Q. (By Mr. Kennedy.) You say in Europe. Now, you are making a comparison 
of Europe with New York?—A. Of European conditions in particular. 

Q, Are you picking out the great cities in Europe to make that comparison, or is 
it all over Europe?—A. 1 am giving wages paid in European cities. 

Q. (By Mr. Faiujufiar.) Does the wage question ontor into the details you have 
for European countries?—A. Yos. 

Q. Each country separately?—A. Yes. 

Q, When you speak of this general average, how high a class of servico comes into 
thafc—clerks and sal aried officers, or are you speak mgonly of operati ves and employees 
proper?—A. 1 am speaking now of the operators, linemen, wiremen, and mechanics 
generally. Foremen are paid from $7 to $9 in Europe; in Now York, from $18 to $25 
a week. Now, in the higher grades the differences aro even greater than these. An 
exchange raanagor in New York is paid as high as perhaps the highest engineering 
officer in some of the European telephone systems. Tho hours of labor for men are 
8 hours a day iu New York; in Europe you will find that 10 hours generally consti¬ 
tutes a day’s work. Taking the employees as a whole, some work 7 hours, some 9, 
but the great body of the employees work 8 hours a day. 

Q. (By Mr. Litchman.) Do the girls at the hoards work 8 hours a day?—A. The 

f irls at the boards have various shifts. Tho service is maintained at all hours, Sun- 
ays and holidays, all tho year round. One of our rules is that the operator who 
works on Sunday shall have a day of rest, with pay, in lieu of tho Sunday on which 
she works, in order that she may have at least 52 days of rest during the year, exclu¬ 
sive of her vacation. 

Q. (By Mr. Litchman.) Now, that brings up another point. Is your weekly com¬ 
putation on tho basis of 6 days a week or is it on a basis of 7?—A. There is extra pay 
for Sunday and overtime. Our men are all paid extra for overtime. A man work¬ 
ing over 8 hours a day gets oxtra. It is regular time, and time and a half time under 
different conditions. 

Q. Is it true that you run the switchboards on substantially 3 shifts a day of 8 
hours each?—A. Well, that is not quito true, 

Q. One will lap over another, I presume, so that the work continues?—A. Yes; 
the work is continuous, but there are not 3 regular shifts. 

Q. I understand that; I understand what you have in mind.—A. There is a night 
force and a day force, and the arrangements are such that operators going on early 
in the morning go off early in the afternoon, and those going on later iu the morn¬ 
ing remain later in tho afternoon. They have au hour at noon, and there are 2 rest 
pdriods—■ one in the morning, the other in the afternoon. The actual employment 
ranges from 8 to 8^ hours a day. 

Q. When does your day shift come on ?—A, The telephone traffic is peculiar. It is 
.very light during the night. In tho early hours of the morning it does not amount to 
much, bnt at 10 o’clock or 11 o’clock it goes up with a bound. It goes down again 
at noon, during the lunch hour, wheu people leave their business places for a time, 
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and then again in the afternoon at 2 or 3 o'clock it goes up to a vory high pitch, and 
off again toward evening. We must have more operators on duty during tho busy 
hours than during tho slack hours; and these facts aro taken into account by the 
managers who regulato the hours of operators. 

During my connection with the company we never have had a strike or a labor 
trouble of any sort that I am aware of. We endeavor to anticipate every demand 
that might reasonably be made, and as a result we have never had a grievance pre¬ 
sented from any body of employees. On a few occasions some of our men bavo, in a 
proper way, presented some request or other, and we have, on looking into tho mat¬ 
ter, considered it proper to grant tho request. No one, when once employed by us, 
can be dismissed except for cause, and then only with the approval of an officer of 
the company. 

Q. Now, one question further in relation to the effect of tho work upon the girls— 
that is, upon their nervous system. Have you noticed any effect of that kind?—A. 
We have very few resignations, except when a girl gets married or gets a bettor 
position. By better positions I moan that, through tho building up of private branch 
exchange systems, which T have spoken of, a demand for a high class of telephono 
operatives has been created in Now York. In one of our exchange districts—nearest 
the Battery—thero aro more skilled telephono operators getting good salaries with 
business bouses on private branch exchanges than there are in tho central office. A 
new demand for labor has been created. It is well paid and well treated. That has 
made a great draft upon our operating force. 

Answering your point more directly, I may sa> that a short time ago, during one 
of these epidemic scares, the board of health of Now York sent an inspector to look 
through the various central offices to see the conditions under which the operatives 
worked and oxamino the girls physically, in ordor that thero might be no danger of 
a spread of contagious disease should one dovolop. He reported officially that he 
found all tho conditions under which tho operators worked most excellent, and that 
he found no ill health among any of tho operators. 

I was spoaking of tho causes of such popular dissatisfaction with telephone mat¬ 
ters as exists, and referred to misinformation about rates and conditions in for- 
oigu countries as one such cause. Thero aro many obvious difficulties in the way 
of making fair comparisons. Perhaps the most misleading practice—unfortunately 
a very common practice—is that of comparing tho respective conditions and rates 
m places widely differing in size. Wo need not consider the proposition, as it is 
frequently stated, that in rendering telephone sorvico the cost per station increases 
as tho number of stations increases. Stated in that way, tho proposition is a very 
difficult one. What wo really should consider may more properly ho statod in this 
way: The amount to bo paid per year or month by a telephone subscriber in a large 
city should properly bo more than that to ho paid by tho subscriber in a small town. 
This is particularly true when the station is taken as tho unit of charge, and the 
Correctness of the proposition is very generally accepted. 

The almost universal practice by privato companies and governments, except 
Switzerland and Sweden, is to cliargo more for telephone service in a largo town 
than in a small one. It is practiced everywhere throughout the United States, 
Eugland, France, Bolgium, Austria-Hungary, Germany, and elsewhere. All pro¬ 
posed legislation on telephone matters, so far as 1 know, lias boen framed in recog¬ 
nition of tho principle. The German parliamentary report contains an indorsement 
of tho correctness of this principle. There is an indorsement of it in the Amster¬ 
dam report, whoro tho municipality conducts the enterprise. This custom is also 
folowod generally in the United States. It is not followed in Switzerland and in 
Sweden for special reasons. In Sweden tho Government charges even a lower rate 
in a largo town than in a small one, because it is in competition in tho large town 
with a private undertaking, and it is not in competition in the smaller places. In 
Switzerland, where there aro few large cities, tho entire state is treated practically 
as one exchange system, with a uniform rato throughout. 

Trondjhem, a little town away up in Norway, was referred to in testimony given 
before this commission as being a remarkable instance of the results of cooperative 
or municipal telephone management. The Trondjhem system is at present owned 
by the Norwegian Government and shows a very slow development, much inferior 
to that of many places of similar size in this couutry. Trondjhem has a population 
of 30,000 and at the first of this yoar had only 1,175 telephone stations, the gain dur¬ 
ing the last year being 75 telephone stations, or 0.8 per cent. On either side of 
the American continent you can find places much smaller than Trondjhem jmd 
places that are about the same sizo where tho telephone development is vory much 
greater and the increase in the use of tho telephone vory much more rapid. I shall 
only mention one in my own territory. Take the town of Larchmont. We have 
per 100 inhabitants 18 telephones, against Trondjhem’s 3.8. We have in Spokane, 
Fresno, and San Jose, on the Pacific coast, respectively, 10,9, 12,4, and 12.6 per 
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cent, against Trondjhem’s 3.8; so that it is not necessary to go to Norway to find 
illustrations of large development iu small places. 

Another thing I think I ought to refer to in this connection: The rate of the 
expense of operating a certain telephone sjstem iu the Interior Department was 
spoken of before this commission. Now, in connection with the legislative work at 
Albany, which I spoke of a few minutes ago, 1 had occasiou to look into that Interior 
Department service at one time. I found that the system was confined to a few 
buildings, thoso occupied by tho Interior Department and its branches, all near 
together and connected with a very few wires—a very cheap system. Tho Govern¬ 
ment, however, invested, as I remember it, $0,000 in that plant. The witness stated 
that the Department substituted its own for 65 Bell telephones previously used, and 
that the Department had been paying $600 a year to an operator. After the change 
he says the operating cost was $6.43 per station, a total of $117.05, and that the total 
cost, including interest, depreciation, and repairs, was $10.25 per station; that is, 
$248.30 for interest, depreciation, and repairs. The investment being $6,000, interest 
alone at 4 per cent would amount to $210 per year, leaving $8.30 for depreciation 
and repairs. As to depreciation, I shall show in a moment now short lived tho sys¬ 
tem was. As to repairs, I think it perfectly safe to say that tho services of one man 
were engaged almost exclusively in trying to keep tho plaut in repair. But why go 
further in this analysis? The figures appear to be ridiculous, but should we accept 
them as correct, what then? In New York wo have interior systems which we fur¬ 
nish and maintain for rates ranging from $6 to $12 a year per station, the subscriber 
paying the cost of installing the necessary wires on his premises. The operator or 
clerk who attends to the switching is the subscriber’s employee, but that item of 
expense is more than offset by tho salary of tho repair man in the Interior Depart¬ 
ment case. On t he question of depreciation it is proper to ask, What became of tho 
Interior Department system ? In official reports, which are open to anyone’s inspec¬ 
tion, it was declared that during the 2 years it was tried not 1 day—that is the way 
the officer put it—not 1 day was the sorvice satisfactory; and he declined that 
after 2 years’ trial it was worse than the old messenger system which they had pre¬ 
viously had for communication between tbo Departments, and recommended that 
unless it could be put iu first-class condition it be abandoned; and it was abandoned. 

Summing up his testimony on this point, tho witness said: “About $10 for what 
used to cost $75 undor tho old Bell regime, the cost under private ownership being 
sevenfold more than under public ownership.” You will note that lie says “what 
used to cost,” notwithstanding the fact that in one case he deals with a small, com¬ 
pact, and inefficient system, and in the other with a telephone sorvice extending 
over this entire “ city of magnificent distances.” It seems hardly possible that one 
who holds the views respecting the dillerence between the costs of furnishing tele¬ 
phone service iu large and small places could be so misled as to make these assertions 
in a serious discussion. If a student of these questions is so misled, what, may we 
expect from tho ordinary layman? 

I shall pass on without attempting to demonstrate why the rate in a large city 
should be greater than in a small city, because of tho almost universal acceptance 
of the proposition, unless it is desired that I do so. Much information on tho point, 
I may say, will come out incidentally in tho extracts from parliamentary reports and 
papers of that kind in connection with my statement on European conditions. 

Q. (By Mr. Kennedy.) Have you any official correspondence from tho Department 
covering that point?—A. I will give you tho official papers covering this point. (8oo 
Exhibit A at end of testimony.) 

Now, just a word about the character of the service furnished in New York. It is 
possible for the service in a given area to be cheap at $150 and dear at $50, accord¬ 
ing to tho character of the sorvico furnished. I havo already explained the policy 
of the Now York company with respect to the introduction of improvements. The 
plant is maintained at all times so that the service is absolutely permanent.and reli¬ 
able. We have a method of testing tho rapidity of operating, under which cer¬ 
tain teste are made, without tho operator’s knowledge,* of the time taken between 
the subscriber’s signal and the answer of the operator, and tho other poriodsof time 
through the entire conversation or through the entire message. Now, for the last 
3 or 4 years, those tests have shown that the average time elapsing between tho giv¬ 
ing of the subscriber’s signal and the answer averages, from month to month, from 
3 to 5 seconds. In only one case during the last year and a half did the average go 
over 5 seconds, and it was then less than 5.5. This, I think, shows a rapidity of 
operating that should be, and I believe is, entirely satisfactory to the New York 
public. There are exceptions, of course, but, in the mam, service is entirely satis¬ 
factory on that point. Mr. Cedergron, the manager of the Stockholm company, who 
has succeeded in outstripping the Government in his competition with it, occasion¬ 
ally comes to New York, ami he has on more than one occasion given the New York 
service the highest of praise. Mr. Martin, a very competent expert, and editor of 
The Electrical World and Engineer, recently, in one of his editorial articles, com- 
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pared the New York and European service, and showed that the New York service 
was far superior to that which he had found auywhero in Europe. Now, in many 
European cities the grounded circuits are still in use. That has a great effect 
upon service; and the service is so faulty and unreliable through lack of discipline 
that it is not relied upon*except in minor matters. I will say that in some of these 
cases, as I shall point out, tlio inferior service is perhaps not so much the fault 
of the management—as in London or Glasgow, for example—as it is the result of 
municipal interference. Take London, for instance. The company has sought 
for a great many years to put its wires underground, because there has come to be 
such a multitude of wires that it can not properly take care of the servico with over¬ 
head lines. Hut they have to deal with 42 vestries there. One vestry will permit 
them to go underground and perhaps the next adjoiuing one will refuse permission 
to go underground, and so they have no comprehensive system at all; and it is part 
underground and part overhead; and the servico is consequently admittedly very 
bad. 

In comparing New York conditions with European conditions, you must also con¬ 
sider whether the service is self-sustaining or not, and you must consider the relative 
purchasing power of money, the varying conditions of living and wages. In many 
of the governmental systems they pay nothing for rights of way. No rents are 
charged up against the telephone service, and in 1’aris the entire cable system is in 
the sewers, for which no charge is made. As 1 have already pointed out, a Hat rate 
is fairly comparable, even when all other conditions are the same, only with the 
avorage rate, when you have a Hat rate in one place and a message rate or graduated 
scale in another plnco. Thus it will be seen that because of the complexity of the 
matter and the great differences obtaining between different places the greatest 
caution is necessary in making comparisons. There is no common factor—no 
common denominator— to make the problem simple or easy of solution. 

Q. (By Mr. Litchman.) I would like to ask you if you ha\o any data covering 
any city now whore there are rival exchanges, and can give a comparison with the 
rate charged by the Bell Telephone Company before, and the rate charged after the 
establishment of the rival telephone company ?—A. In my own territory wo have had 
opposition in 3 or 4 towns of considerable size. There has been no opposition in 
New York City; hut in the suburban towns there has been opposition. Wo operate 
21 towns outside of New York, and there has been opposition in 4 of them. We 
have not put, in those placos whore there is opposition, any rates or given any serv¬ 
ice that we have not given to every other town of liko size and circumstances in the 
territory, and our systems have grown and practically wiped out the opposition sys¬ 
tems in each of the towns referred to. 

Q. (By Mr. Farijuhar.) What towns do you refer to?—A. I refer to Mount Ver¬ 
non, New Rochelle, Sing Sing, and Nyack. 

(By Mr. C. .1. Harris.) Yon say you have done this without putting down the 
rates and cutting as aga>nst these other eompniiies?—A. We have never introduced 
in any of those places a rato that wo have not given to the whole territory under 
like circumstances. 

Now, in speaking of European conditions, to avoid confusion, I shall express all 
money values in American equivalents, because there are so mauy differing valuos in 
coins that it would be very difficult to follow; and in mentioning tho populations 
of various places I shall make my statements in even thousands. Perhaps I ought 
to say one word about the sources of my information. I have twice visited Europe 
personally for the purpose of looking into the telephone conditions there, and in the 
fall of 18991 visited the countries of Prance, Belgium, Switzerland, Austria-Hungary, 
Germany, Holland, Denmark, Sweden, and England and obtained information from 
public documents and reliable sources on the ground. Statistics for the first of 
this year have been obtained from official sources by correspondence. I shall not 
make any statements of fact, at least I shall try not to make any statements of faot, 
tbat are based on private information. Everything is based on public documents, 
information tbat is available and open to anyone, or on personal observation. 

Now, as to Franco. A company operated the telephone industry in Franco until 
1889, and since that time it has been a Government monopoly. The development iB 
practically nothing outside of Paris, and there are more telephones in New York 
than in the whole of France. At the beginning of 1901 the population of Paris was 
2,536,000, with 33,000 telephones, about 50 per cent of the total in France. Only 4 
other cities had more than 1,000stations. In mentioning these I shall compare them 
as I pass along with an American city, so that you can see the relative development 
in the two countries. Lyons, population, 466,000; telephones, 2,207. Cleveland, 
population, 285,000; telephones,8,492. Marseilles, population, 442,000; telephones, 
2,161. Cincinnati, population, 325,000; telephones, 9,142. Bordeaux, population, 
256,000; telephones, 2,009. Milwaukee, population, 285,000; telephones, 8,492. Lille, 
population, 216,000; telephones, 1,064. Louisville, population, 204,000; telephones, 
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There iB a very large development relatively in Paris which is due, in a great 
measure, to the inferiority in other mo&ns of communication. The rates are not rel* 
ativoly low. The Paris system is technically far behind the times. There are a few 
modem appliances, hut much of the old apparatus used by the company before the 
Government took hold of the business is still in service. Of places where the tele¬ 
phone is under Government control it is fair to say that, except possibly in Belgium, 
one can not find aless efficient service in any large European city than is foundin Paris. 
The fact that the subscriber buys his own instrument, and that the Government has 
approved 500 types of instruments, from which the subscriber may select any one, will 
give some indication of the possible character of tho servico. There is a very lax disci¬ 
pline because of tho employees all being civil-service employees. The only way of 
maintaining discipline is to go through a very tedious and long process, which pre¬ 
vents tho heads of tho departments from taking any action whatever. The provin¬ 
cial conditions outside of Paris, technically speaking, are much worse, oven, than 
in Paris. As to rates: In Paris the company charged $120 a yearj the Government 
has charged and now charges a fiat rate, business and residence alike, of $80 a year. 
Tho rate will be rcducod in 1902, in accordance with a law recently passed, to $60 a 
year, if tho requisite plant can bo provided by that time. I refer to this because it 
is already announced in many quarters that a reduction to $60 has already been 
made. Tho subscriber boars the cost of tho instrument, plus a part of the cost 
of the lino, because, in Paris, the subscriber must pay for the lino from the under¬ 
ground cable, which is in tho sower, to the station; and, if he is beyond tho forti¬ 
fications, he must pay for tho whole cost of construction beyond that point. In 
towns outside of Paris the rates range from $90 to $60. But I shall offer nothing to 
show that those rates are considered high, considering the purchasing power of 
money in those places and the character of tho service furnished, except the figures 
that I have already referred to, showing the absolute lack of development in those 
parts. In Paris Government buildings are occupied by the telephone administration, 
and so far as tho published accounts show no rents are charged for that occupancy. 
They pay nothing for rights of way, because their lines are in tho sewers; and, 
for the same reason, they aro free from the cost of subways, which, in almost all 
other large cities, is a very heavy expense. Their cables are all laid in trenches 
right in the sewers. Tho men draw them down through, carry them, and place them 
in the tronches, and they can doit very quickly and very easily anil very cheaply. 

As to wages in Franco. The operators get about $6 a week, and the linemen and 
mechanics $7.20 to $8.50, with 10 hours as a day. They keep no separate telephone 
accounts, so it is impossible to say whether it is self-sustaining or not; but, con¬ 
sidering the low wages and the freedom from usual charges, the Paris rate is 
relatively much.higher than tho New York rate of $85. And, considering tho extra 
charges and the amount and character of tho service, the Paris rate, plus extras, 
is absolutely higher than tho New York rate. 

Passing on to Belgium. The industry there was conducted by a company up to 
1889 or 1890; since then by a Government monopoly. The first of this year, in all 
of Belgium, there were 14,920 telephones, or about one-fourth of New York alone. 
In Brussels, with a population of 560,000, there wore 4,525 telephones; in Antwerp, 
population 278,000, there were 2,802 telephones—about the most meager development 
in any European or American city. 

In general, tho plant which was installed by tho company beforo tho Government 
took over tho business in 1890 is still in use. Tho central office equipment is com¬ 
pletely out of date, and almost worn out. They erected a building at Brussels, 
which was unoccupied for several years, on account of delay in deciding upon what 
style of equipment to put in. Singlo wires or grounded circuits are generally in use, 
although work is under way for installing a metallic circuit. In general, tho service, 
plant, and methods are one with those that were abandoned in the American oities 
in the 80s. Tho company rates were adhered to as to tho grounded circuits, hut the 
rates were raised for metallic service. In Brussels and Antwerp the grounded circuit 
rate is $50 and the metallic circuit $70. Elsewhere, outside of the two cities of 
Brussels and Antwerp, tho rates range from $25 a year for ground circuit, and for 
the metallic circuit, $54 up. That these are considered high rates is shown by tho 
amount ef patronage that has been developed. Operators got from $1.90 to $2.77 per 
week. They pay nothing for rights of way. The plant is starved and run down. 
Belgium is a cheap country, especially with respect to labor, as nearly everyone 
knows who has visited there. Jn all the cities dogs are beasts of burden; in the 
country districts women till tho fields, and in tho cities they clean the streets and 
perform other kinds of hard labor such as in this country would nowhere be assigned 
to women to do. Tho telephone accounts are not separately kept or published; but 
the assertion that it pays its way would not be surprising. The rates are, relatively, 
kept so high, and the systems are kept so small, and tho expenditure for their 
maintenance and for furnishing service are so inadequate, that it would probably be 
fair to assume that the Government does make some sort or a showing in its accounts. 
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But of course, in considering this, the general conditions of development, and the 
facilities afforded the general public, should bo taken into consideration. 

Q. (By Mr. Litchman.) Aro you comparing a limited rate in one country with a 
limited rate in the other, or an unlimited rate in one country with a limited rate in 
the other?—A. I am comparing the unlimited rate—that is, the fiat rate, wherever 
it exists, with the average rate where there are various rates, in the other place. I 
am not comparing the minimum rato where there is a general scale, with the unlim¬ 
ited rate in any other placo. I think that is a fair way of making the comparison. 

Q. (By Mr. Fahquhau.) What New York rate aro you taking!—A. I am taking 
the $85 rate. That is the average rate of all stations oxceptiug the pay stations. 

Q. (By Mr. Litchman.) Is not that for all intents and purposes an unlimited 
rate?—A. 1 shall discuss that a little more fully when I come to London, because 
there the conditions arc more favorable to such a discussion. 

Q„ (By Mr. C. J. Harkis.) You have just said that in Belgium the telephone sys¬ 
tem pays the Government. Do they pay fixed charges on the money iuvested and 
allow for depreciation and all that wneu they say it pays? Aro you familiar with 
that?—A. I did not meau to say that the Government says it does pay. I meant 
to say that, in view of all the conditions, I should not dispute a statement that it 
did pay, although no such statement has beou made, because they do not keep 
their accounts separately. The postal, telegraph, and telephone accounts aro all 
merged together, so that no ono knows what the conduct of the telephone industry 
costs them, or whether or not they make the allowance, in their accountings, that 
you inquire about. Tho rates aro relatively high, the systems small, tho wages low, 
and the plauts, through a lack of reasonable expenditures, are kept in very poor 
condition. Under theso circumstances they ought to be able to show a profit. 

In closing about Belgium, I would say that, as to tho telephone development, 
nowhere in Europe or America has private management, whatever its embarrassments 
or burdens, made anything like so poor a showing as has been made by the Belgian 
Government. 

Switzerland does not properly come within tho scope of my talk, which is about 
largo cities chiolly; but Switzerland is such au interesting country, telephouically 
speaking, and it is so often referred to by writers on telephone subjects, that 1 sbali, 
in passing, say a few words about tho conditions there. 

The population of the whole country in 1900 was 3,300,000. Of telephones there 
wore 38,864. There aro no places comparable to New r York as to size and general 
conditions. Zurich is the largest place, with a population of 152,000, and it has 
G,000 telephones. There were private companies operating in some of tho largo to w ns 
at first, but theso were bought, out by the Government, anil there is now a Government 
monopoly all over tho State. Tho rates are uniform in the various parts of tho coun¬ 
try, without any regard to the difference in size of places. The subscriber payB for 
the first year $20, for tho second year $14, and for tho third year aud subsequent 
years $8. Now thoso rates are frequently quoted as being inclusive for telephone 
service in theso Swiss cities, hut thoso are the charges only for tho privilege of hav¬ 
ing a telephone, what you might call the charge for maintenance aud koep-up, the 
privilege of belonging to the Stato’s telephone club, so to speak. But every time 
you use the telephone you pay an additional charge. That additional charge is 1 
cent for local messages. Take 400 messages at 1 cent each and that makes $4. That 
added to $20 is $24, which is tho annual cliargo during the first year for 400 messages. 
Now, in our Westchester towns that I have spoken of wo have a rato of $24 for 400 
messages, and we give a vastly superior service to that furnished in these Swiss 
towns. That is hot all, because, in tho Swiss towns, mileage is charged, and in tho 
larger cities the extra charges amount to as high as $150. 

I will read two brief extracts from a report, inado in 1899, by the director of tho 
municipal telephone system in Amsterdam to tho aldcrmeu of public works on a pro¬ 
posed revision of tho telophono tariff. Respecting tho Swiss rates, he says: 

“ In Switzerland the fixed subscription aftor the first 2 years is, to be sure, only 
40 francs ($8), but this amount is charged for only such connections as are situated 
within 2 kilometers' distance from tho central exchange. Whereas, for connection 
boyond this distance—and there aro many like this in Switzerland—an extra fee is 
charged of no less than 4.50 francs per 100 meters. A subscriber, for instance, who 
resides 5 kilometers distant from the head office, as also might be the case here in 
this town (Amsterdam), pays in Switzerland a fixed subscription of 40 4- 30 X 4.50, 
or 175 francs ($35) per year.” 

, Thus far be is speaking only of tho fixed subscription, which does not inolude the 
right to send a single message without additional payment. As to the additional 
charges for messages, this is what lie says: 

“In the whole of Switzerland the price for local calls is 5 centimes (1 cent) for all 
subscribers, no matter whether they make much or little use of their telephone. 
Subscribers who, for instance, make 10. 30 to 50 local calls per working day—and 
Sttoh subscribers in tho systems of Basel and Zurich are not uncommon—pay, there- 
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fore, above the fixed subscription of the average of 70 francs ($14) a year, respec¬ 
tively, 150, 450 to 750 francs ($30, $90 to $150) a year for their local calls.” 

Very often, therefore, we have misleading information about Switzerland, because 
we are given only a part of the truth about those rates. 

In many American towns and cities, 1 think, more and better service can be had 
fur less money than in these Swiss towns The plant there is choap and inferior. 
Grounded circuits are still in use and tlio equipment is antiquated. There has been 
a very small outlay for maintenance. They pay nothing for rights of wav, except in a 
very few cases, because of a practice established by the company which the Govern¬ 
ment lias not been able to break entirely away from. The post-office collects their 
accounts, and wages are low. Skilled operators are paid $4, wiremen and chief 
operators, in large central offices, $7; linemen, etc., $4.20 to $6; foremen, $0.50 to 
$8.10 per week. 

As illustrating the cheapness of things there: On the Geneva street railway 
where work was going on in 1899, when I was there, the workmen were paid 8 cents 
an hour, which, with steady employment and 10 hours per day, would make $4.80 
per week. The Swiss people are frugal to a degree undreamed of anywhere in this 
country, and all classes of labor are very poorly paid. 

Q. (By Mr. Litchman.) I was going to ask you whether this same discrepancy in 
wages did not apply to other industries as well as to the telephone?—A. I think it 
does, as indicated by the instance cited. 

We come to a very interesting matter—the financial results in Switzerland. 
The telephono receipts in 1899 wero $1,007,011 (there they keep the accounts sepa¬ 
rately), and their expenses were $1,251,803, a deficiency of $247,792. The expenses 
wore practically 125 per cent of the earnings. That would moan the worse kind of 
bankruptcy if it wero a private concern. 

Now, suppose for a moment that you consider these expenses as adequate. In 
order to do that you would have to ignore the very inefficient service and low wages. 
But, considering these expenses as fair and reasonable for the service furnished, the 
earnings would be less than one-lialf what commercial safety would require. 

It is not very difficult to fix responsibility for these conditions inSwil/crlaml. The 
technical staff is in no way to blame. The rates and plant have been brought down 
to the present conditions against their repeatod recommendations. The telephone 
has practically been a political plaything in Switzerland, and, possibly with the 
very best intentions, in response to popular demands the service lias been staned 
and the rates have been run down until the whole business is on a most, unprofita¬ 
ble basis. Now, the department is facing the necessity of putting in metallic circuits 
in order to render service that will bo at all acceptable. That will involve a tremen¬ 
dous outlay and an increased annual expense for maintaining the better service, when 
already there is a deficiency, and the raising of rates is practically impossible. 

The commission then took a recess until 2 o'clock p. m. 

At 2.10 p. in. the commission reconvened, and the testimony of Mr. Bethel was 
resumed, as follows: 

Q. (By Mr. C. J. Harris.) You might resume where you left off this morning.— 
A. When we left off this morning l had just finished talking about Switzerland, 
where, under Government ownership, with rates that ranged perhaps as high as in 
American cities of the same size, and with a very inadequate expenditure in the 
way of maintenance, an out-of-date plant, inferior service, and low wages to 
employees, the telephone operations during 1899 had shown that the expenses were 
125 per cent of the earniugs. Now, with just a few words about Austria-Hungary, 
I shall pass on to Germany. 

In Austria several private companies conducted the business until 1894 and 1895. 
Since then the Government has, after purchasing the plantsof the companies, operated 
the business as a Government monopoly. Practically the same conditions as to rel¬ 
ative development in the large cities and in the small cities holds here as was pointed 
out in the case of France and Belgium. That is, nearly all of the development is to 
be found in the greater cities—in Austria, cliiofiy in Vienna, and in Hungary, chiefly 
in Budapest. 

The Vienna plant was bought l>y the Government from the company, on a valua¬ 
tion fixed by experts, in 1894, the Government taking possession on the 1st of Janu¬ 
ary, 1895. As shown by the public documents covering the history of the case, it 
cost the Government $1,500,000, There were then between 7,000 and 8,000 stations. 
This is equivalent to $200 or more per telephone station. Either through rapid 
changes in the art, or because the plant taken over from the company was out of 
date, the Government soon after began the construction of a new plant. They 
put up two very handsome buildings and laid out a comprehensive underground 
system, and provided the offices with new equipment throughout, so that in 1899 
there was very little, if any, of the old plant which it had taken over from the com- 
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pany still in use. Tho Government, np to that time, had expended $1,200,000 on its 
plant. 

The number of stations in Vienna at the first of this year was 13,326, and in all 
Austria there were 31,1102. Vienna's population is 1,635,000. Chicago, practically 
the same size, had more than twice as many telephones. 

The Vienna rate was $40 when the company operated it, and that rate has been 
continued by the Government. Elsewhere in Austria there is an installation charge 
or entrance fee, as they call it, of $40 per kilometer (per live eighths of a mile), plus 
$20 per year. The rates are thus relatively high enough to prevent any develop¬ 
ment, as has actually been shown, in the State outside of Vienna. They pay nothing 
for rights of way in Vienna. The wages are low. Operators receive from $1.80 to 
$3.40 per week; linemen, etc., about $5 per week. 

In the official documents relating to the transfer of the property from iko com¬ 
pany to the Government it was stated by the company that, should it continue the 
business, in order to protect its stockholders and creditors it. would be necessary 
to raise the rate, which was then $40. 

Iu Vienna the telephone has been a particularly unfortunate victim of Govern¬ 
ment ownership, for reasons not connected at all with mismanagement and not 
involving any misguided action on the. part of the legislators. You are all familiar 
with the political troubles that have grown out of the race question there. For 
several years there was no session of their Parliament and no appropriations made 
to the, telephone business. The telephone business is peculiar, in that it requires 
constant additions to its capital account or it must, stand still. It is not like a 
railroad, where the travk is built and finished, and jnn have your investment, and 
the rest may go on operating expenses. Von must have a constant and contin¬ 
uous addition to the capital account or growth must stop. That is exactly what 
happened in Vienna, through no fault iu tho telephone management or of anyone 
in particular, hut through the conditions I ha\o stated. Their funds failed them 
and they lmd a largo waiting list and general dissatisfaction resulted. 

There is another striking case illustrating that same point—not in Europe, but in 
Japan. There in Tokyo, where there is Government ownership, growth was not 
exactly suspended, hut tho Government, was not able to take care of the business that 
was offered—was not able to furnish the facilities that the public, demanded—and 
applications were dealt with in the order in which they woro received. So there 
arose speculation in the rights of priority for conne< tion, and those rights sold as 
high in some eases as 7 times the annual subscription for the telephone. 

In Hungary there is no development, outside of Budapest, worth speaking of. In 
Budapest there are 5,71)6telephones, with a population of 729,000. With tho excep¬ 
tion of two Russian cities, Moscow and Warsaw, Budapest has tho lowest develop¬ 
ment in Europe or America among cit ies o! from 500,000 to 1,000,000 inhabitants. 
Several American cities of oue-lialf the size have twice tho number of telephones. 
That is four times the development. 

The people in Budapest are considered \ery progressive. Their city has been 
almost entirely reconstructed in recent years. They have put up some magnificent 
buildings, and they had the first electric, umlorgrqund railroad in the world. As 
to the telephone, however, their plant is antiquated, their service is inferior, and 
their rates are the same as iu Vienna. That these rates are relatively high or that 
the servieo is exceedingly poor is fairly shown by the lack of development. Tho 
wages are even lower than in Vienna. They pay no rights of way, and, as a rather 
significant example of the powors that tho Government reserves to itself, I may say 
that it has licensed a private company (the Telephone Newspaper Company) to 
string its wires throughout, the city, attaching them to the public buildings and to 
privato property without any compensation whatever to tho owners. 

I come now to the subject of Germany. Patents were never allowed for the tele¬ 
phone, and the Government has monopolized tho telephone business from the begin¬ 
ning and operated it ns a part, of tho postal and telegraph business. There lias been 
a very large development iu Germany, especially in large cities which have been 
favored by the Gorman rate policy. Until very recently they have had uniform rates 
through the Empire; that is, the same rate in a great city as in a small city. This 
policy was changed bylaw in 1899, and since the adoption of new rates in 1900 there 
Las been some growth in the smaller places, but relatively the conditions have not 
changed much. There are 720 telephone centers in Germany; and Berlin alone has 
25 per cent of tho total stations. Nine large cities have 52.5 per cent of the tele¬ 
phones, leaving 47.5 per cent to 711 other cities and towns. At the beginning of this 
year Berlin had 47,586 telephones, against 54,647 in New York, tho population being 
approximately tho same. The 1900 census figures give New York a little larger pop¬ 
ulation than the last available census figures give Berlin, but I have seen, in places 
that may he considered reliable, statements as to the population of Berlin which 
make the two cities practically the same. 

Q. When you speak of the population of Berlin and New York do you mean Man- 
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hattan Island or Greater New York?—A. In all this testimony I am speaking of New 
York as comprising the boroughs of Manhattan and the Bronx—the old New York, 
not the greater city. 

A point that has often been overlooked when considering the Berlin sorvice is that 
the service was rendered, until 1899, only from 7 o’clock in the morning until 10 
o’clock in tho evening. Sinco 1890 thoy havo been rendering a night sorvice, hut 
they charge extra for calls rnado during tho hours from 10 o’clock at night until 7 
o’clock in the morning. 

Tho lines are largely single wire, and a very largo percentage of them still over¬ 
head. Tho same policy with respect to wires has not been pursued in Berlin as in 
New York. That is to say, they have supplemented their overhead wires by the 
underground plan, because tho wires became so numerous that they could not carry 
them overhead; but they havo not replaeod, in a general and comprehensive way, 
the overhead system with the underground system. 

In Berlin, too, tho subscriber does a groat deal of operating: that is to say, ho calls 
the central office with which ho is connected, and ho must tlieu work his own way 
from that central office to the next, and so on; wheieas, in New York, wo so super¬ 
vise every call that the subscriber has nothing to do but gi\ o his order; and then the 
operators take care of it until the two people are put into communication. On the 
whole, I think the Berlin service is hardly comparable with the Now York service, 
. but I do not mean to say it is not satisfactory to tho Berlin public. 

Now, this uniform rate that I spoke of as holding through tho Empire, until April 
1, 1900, was $37.50. At that time, flat rates, varying from $16 to $45, and mini¬ 
mum message rates from $20 to $30 were put into force. All rates now vary with the 
size of the town. The administiation had many times reported to the Gorman Par¬ 
liament that tho Borlin system did not pay, and various rate propositions were con¬ 
sidered. As a result of that, in 1899 they enacted a law putting into force these 
rates I have mentioned. Tho Berlin rate was increased 20 per cent. Of the total 
number of subscribers throughout the whole Empire, 67.8 per cent (over two- 
thirds of them) were increased, 26.8 per cent were decreased (that was in tho 
small towns), and 6.4 per cent woio not changed. Thus tho recommendations that 
had been mado by tho technical staff from time to time were followed. 

The postal, telegraph, and telephone accounts are all merged together. No 
separate accounts aro kept for tho telephone service. Berlin is proverbially a cheap 
city. Wages, rents, and almost all other items that enter into the cost of furnishing 
a telephone servico range from 2 to 4 times as high in New York as in Beilin. 

Q. (By Mr. 0. J. Harris.) 1 would like to know whether, in these running 
expenses, they allow anything ior the capital invested in building these lines?—A. 
I think no one can answer that from any official documents, hocause the accounts 
for the 3 departments are all merged together and no separate accounts are kept 
for the telephone operations. But the fact that tho administration reported to the 
Parliament that tho rates did not pay, and that the Parliament, after consideration 
of the matter, raised the rates, seems to iuo ample justification for saying that the 
rates were not profitable in Berlin. That is the rate wo so generally hear about, and 
it is the rate that writers on the subject usually use. 

The fact that the public patronage or development is less in Berlin than in New 
York shows that tne servico and the rates are not more reasonable, from tho 
Gorman standpoint, than arc the New York service and rate, from tho standpoint of 
the New Yorker. Considering tho character and amount of service, and the purchas¬ 
ing power of money in the two places, tho rates in New York aro lower than in 
Berlin. 

Now, as to the responsibility for this inferior sorvice, so far as grounded circuit 
lines are concerned. The technical staff has frequently urged the adoption of the 
metallic circuit, hut this recommendation was disapproved of by the ministers, who 
would not spend the money, because they thought it was spending money on an 
unproductive industry. But at last, in 1899, $1,000,000 was appropriated to begin 
the work of changing from tho grounded circuit to the metallic circuit, and that 
work is now going on. 

Night service was not rendered at all until considered by Parliament, and was com¬ 
menced on November 1,1899, and then only on the payment 6f extra charges. 

A revision of rates was repeatedly urged. The unfairness of the uniform rate 
and its unprofitableness in great cities, such as Berlin and Hamburg, were frequently 
urged. This shows a tardy and incomplete response to the recommendations of the 
technical staff. 

I will read a portion of tho report of tho commission to revise rates. It bears on 
some questions asked this morning as to tho message rate plan. This is an extract 
from the report of tho commission to revise rates, 1899. (Reading:) 

“The present modo of charge for telephones, according to which all subscribers to 
the telephone system of the Imperial Post and Telegraph Administration havo to 
pay the same annual sum of $37.50, regardless of the size of tho town or telephone 
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area and of the amount of use of the service, has for years past given rise to com¬ 
plaints ou the part of the public, and to numerous questions in Parliament. 

“The justice of the complaints, from the point of view of the telephone users, can 
not be denied, the conditions existing in the various towns being so different that a 
uniform tariff can not bo considered a right one. It is justly felt that it is not fair 
that subscribers in Berlin and Hamburg, who can communicate with 30,000 and 12,000 
telephones, respectively, should have no more to pay than the inhabitants of a town 
with 50 or 100 subscribers. 

“A juster division of the presout charges, which will maintain tho revenue at its 
prosent rate, is, therefore, the problem to be solved in a sensible reform of tho tele¬ 
phone tariff, which does not alone consider the success of the moment. And, in fact, 
it will be found possible to comply with most of the wishes expressed if the expenses 
of tho telephone servico are divided more among the subscribers in proportion to tho 
UB6 and advantages dervied than has hitherto been the case. Tho relief given to 
subscribers in small places might be considerable if it is determined to make the 
larger and moro promising places pay a little higher scale. 

“ Tho most just method is to readjust the charges so that onch subscriber shall pay 
according to user. There would thus be difforent rates, not only in different towns 
and systems, but also between different subscribers in the same place. 

# * * v * * 

“The exponses of tho telephone systom increase not only absolutely but also 
relatively, in proportion to tho incroasing extension, inasmuch as, especially in tho 
larger towns, tho iucroaso in the number of subscribers augments the expense of 
each single subscriber, ou account of tho installations of tho exchanges becoming 
evor more complicated.” 

You will soo that thus far tho report not only indorses tho messago-rato system as 
a proper system hut gives reasons for adopting it. (Reading:) 

“A general adoption of the proposal, however, is impossible, on account of practi¬ 
cal difficulties. It would only be possiblo if reliable, automatic counting apparatus 
oxistod, which would afford a perfoct protection against tampering on tho part of 
tho subscribers. 

“The public is used to a fixed rate, and oxperionco shows that, in most cases, they 
prefer a rate which they may know beforehand to payment by calls, tho recording 
of which might cause them trouble and inconvenience.” 

Thus, after indorsing the message-rate principle, they declared its adoption 
impossible boeauso of practical difficulties which havo been completely overcome, 
not, only in the United States, but also in some European places, and for tho reason 
that it might be unpopular they compromised by adopting new fiat rates—to vary 
with tho size of the system—and supplementary message rates, notwithstanding tho 
alleged practical difficulties. 

Only a word about Bavaria. It is, of course, a part of the Gorman Empire, but its 
telephone system is operated separately by the Bavarian telegraph department. 
They have tho same rates and the same policy as t,o rates as exist in other parts of 
Germany. The general conditions are about the same. Munich has 8,500 telephones, 
Nuremberg 3,500. Seventy-one other centers have only 0,000 or 7,000 altogether. 
Tho technical staff has been a littlo moro successful in having its recommendations 
adopted, and consequently the plant and the service in Munich are somewhat bet¬ 
ter than in Berlin. 

Holland is particularly interesting because of the municipal ownership in its 2 lead¬ 
ing cities of Amsterdam and Rotterdam. A private company conducted the industry 
in these cities until 1890, when they obtained franchises from the State for 25 years. 
Viewed superficially and narrowly, it may bo said that at Amsterdam the munic¬ 
ipality on taking over tho business reduced the rate, improved the service, in 3 
years increased the number of stations by 50 per cent, and made a profit. Let ub 
go further with a view toascertaiuing the wholo truth if possible. 

Tho reduction in rate was insiguiticant in amount, aud moreover it was a moro 
shifting of taxation. The company’s rate was $47.20 per year; the municipality’s 
$36 at residences and business placos for the exclusive use of tho subscriber aud 
$46 for hotels, restaurants, and places accessible to the public, plus in eaoh case 
an installation chargo of $10. Taking this last item into account, it will be seen 
that the reduction was on the whole very slight, and that in certain cases there was 
an actual increase. But there is another fact that must be taken into consideration. 
Under its franchise the company was required to pay the city 21 per cent of its gross 
receipts, which goiDg into the communal treasury operated to lessen taxes in other 
directions. In 1894, the last full year of the company’s concession, the percentage 
amounted to $17,125.20. In 1898, notwithstanding the large increase in the number 
of subscribers, the communal treasury received from the telephone industry $20,000. 
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The slight increase, it may be safely stated, was more than offset by the increase in 
the community's general expenses due to its telephone operations, to say nothing of 
the use of public buildings for supporting wires and fixtures for which no charges 
were made. Houcc the communal treasury sufferod by tlio change; in other words, 
whatever reduction was made benefited telephone subscribers at the expense of the 
general taxpayer. Therefore the municipality is entitled to no credit for an alleged 
reduction of rate. 

Touching the question of reasonableness, it is very significant that at The Hague, 
the telephone industry is conducted by private enterprise at a rate of $24 a year. 
In other European cities whore, private companies operate there aro larger systems 
and lower rs >s than in Amsterdam. 

The service is unquestionably better now than it was under the company’s admin¬ 
istration. But the present service is not so much a superior service as the former 
was an inferior sorvice. Measured by other and fairer standards the present service 
loses its preeminence. What always happens under a limited franchise happened in 
Amsterdam. The telephone business in a way peculiar to itself calls for constant 
additions to capital account, and thus far in its history lias called for constant ami 
extraordinary outlays for reconstruction and substitutions. Hoping to undertake 
the business itself, the municipality opposed an extension of the company’s franchise 
and was successful. Having no assurance of life, the company made no extensions 
or improvements. It did nothing to develop the business; there was no growth—only 
1,700 stations in 1800. The municipality offered for the company's plant an amount 
equivalent to $47 per station. This being refused, the municipality built a new 
plant, its investment being at the end of 1898 equivalent to $182.80 per station. 
With its new plant and with a skillful and enterprising manager an improvement 
in the service was inevitable, an improvement which was particularly noticeable to 
those who had suffered under the previous miserable condition, due largely to the 
obstructive tactics of the municipality. But the Amsterdam service is by no means 
as efficient as that rendered by private companies in the Scandinavian countries, for 
example, or in this country. The feature that most condemns it is its insignificant 
scope—its entire inadequacy-for so large a city. 

This brings ns to the question of development. Fifty per cont in 3 years sounds 
large, but if you remember the starting point it means but little. Compared with 
that in cities of the same rank in this country or even in Europe, when* private 
companies operate, the Amsterdam development is absolutely insignificant. At the 
first of this year Amsterdam, with a population of 513,000, had 4,402 telephones. 
Thero are 01 American and European cities having a population of 200,000 or more. 
Arranged iu the order of telephone development, Amsterdam stands 58 in the list. 
Among the cities of its class (from 500,000 to 1,000,000) Amsterdam stands at the very 
bottom of the list, with the exception of Budapest and Brussels, in both of which 
cities there is Government control, and of the, 2 Russian cities of Moscow and 
Warsaw. 

Let ns compare Amsterdam with an American city and then with an English city. 
Amsterdam and Boston are fairly comparable. They are about the same size, Boston 
being a little bit larger. Both are seaports; both cities of commercial importance 
and activity. I have already given you the figures of Amsterdam. There are 4,462 
telephones there, or 8.7 per 1,000 of population. Bostou, \yith a population of 
560,000, had 23,780 telephones, or 42.3 per 1,000 of population against Amster¬ 
dam’s 8.7. 

Now, comparing Amsterdam with Manchester, England. Manchester haB 543,902 
population and 10,647 telephones; or, per 1,000of population, 19.6 telephones against 
Amsterdam’s 8.7; and Liverpool has 20 1 against Amsterdam’s 8.7. So it is not nec¬ 
essary to take an American city to show that the development is higher under pri¬ 
vate enterprise. Even as compared with European cities under private enterprise 
the development in Amsterdam is exceedingly low. 

Q. (By Mr. Clarke.) How does the suburban population of Amsterdam compare 
with that of Boston ?—A. Tho point you mention is a very important one. Municipal 
boundaries and telephone-exchange boundaries aro not coextensive. Around every 
great city the suburban places aro. of consequence and usually tho very center of their 
business and social life is in the city. The municipality can serve only within its 
own area, or else conduct a business beyond its borders where it has no jurisdiction. 
Amsterdam’s activity is practically confined within the municipal limits, and, as a 
result of that, the development in tho suburbs is practically nothing, while the 
development in the suburbs of Boston and of New York is greater even, relatively 
speaking, than the development in the cities themselves. This limitation on its 
^activities, considering the peculiarities of the telephone business, is one that I think 
Is entitled to the greatest weight in considering this question of municipal ownership. 

Q. (By Mr. Litchman.) Have you entered upon the question at all so as to show 
a comparison between the strictly city traffic and the suburban traffic—that is, the 
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city within itself^ind the traffic between the city and suburbs, taking a city like 
Boston or New York?—A. I do not quite understand. 

Q. I understood your testimony to be that the telephone service in the United 
States is appreciably affected by the service between the city and tho suburb, the 
development of the suburbs being such that new lines were constructed rapidly for 
service between the suburbs and the city.—A. Quite so. 

Q. I wanted to know whether you had carried it far enough to make the compari¬ 
son between tho suburban service and‘tho city proper.—A. I have hero a report of 
the mayor and aldermen of Amsterdam concerning tho action taken by them, and 
their report on the effect of tho telephone industry there. It appears in this report 
that there is practically no development whatever except within the very heart and 
center of Amsterdam, because their rates are considered so high in such territory as 
is included within their concession outside of the heart of the city that there is no 
development. Now, in New York City and its suburbs (including the cities within 
35 or 40 miles of the New York city ball, tho towns aloug the Jersey coast in Mon¬ 
mouth County and those on Long Island) thore are over 100,000 stations. I think 
these facts show tho relative development between tho two places. 

Q. My question went one step further, and that was to ask if you had any data 
which would show how large a proportion that suburban service was of your entire 
service?—A. You mean what proportion of the telephones are in the suburban 
territory? I have stated already that there are 60,000 telephones in New York and 
over a liumlred thousand in tho whole territory. 

Q. You mean by the whole territory Creator New York or that under your juris¬ 
diction?—A. 1 am speaking now of Greater New York and those portions of New 
York State, New Jersey, and Connecticut within 33 or 31 miles of New York City— 
the Jersey coast towns and tho Long Island towns. 

Q. And New York City proper has about GO per cent?—A. Sixty per cent of the 
total, but you may remember that l cited this morning tho case of Larchmont, 
where the development is about 20 per cent. Thore is a telephone for every 5 
people—practically one for every family; and the same, or a little less, percentage 
runs through all these towns, none of them being so small as is found in New 
York proper. 

Q. is the suburban traffic considered profitable, or is it carried on as a necessity 
as a feeder to tho main plant?—A. I think no one can tell exactly what any partic¬ 
ular branch of the business costs. It is so complex that you can only estimate it 
and form your own opinion. A half a dozen men might have half a dozen opinions 
on tho subject. Tho aim in fixing rates is to make each community carry its own 
burden as nearly as possible and pay a fair share of the general expenses of admin¬ 
istration. The same may be said of the several kinds of business—the trunk-line 
business and the oxehango-lino business. Of course there may bo places which for 
tho general good must be served whether at a loss or not. They are essential parts 
of the system; the territory is developed as a whole; every part of it in provided 
with reasonable facilities. 

I was speaking about the conduct of the telephone business by tho municipality. 
Another point worth mentioning here is that Rotterdam and Amsterdam are both 
cities of great importance and activity. They lie close together, half an hour apart 
by rail, have frequent trams daily, and their entire interests are elosoly tied 
together; yet because of no central control, because each municipality is proceeding 
for itself, there are different styles of equipment, different engineering methods are 
followed, different rates are offered to the public, and the general practices are 
different 

I have spoken of the reduction in rate, the improvement in set vice, and tho 
increase in the number of statious; there is but one point left—that is profits. The 
concession accepted from the Government, it should he mentioned in the first place, 
shows that a profit accruing to the communal treasury must not he depended upon 
from the telephone service. The stations are concentrated in the center of the city, 
close to the central office, and the system is very small, as already shown. The 
traffic is light, because there arc so few places which the subscriber can reach. The 
statistics for 181)7 show that one-half the subscribers sent on an average only 500 
messages during the year. Labor, rents, etc., cost but little in Amsterdam. Opera¬ 
tors are paid from $2 to $4 per week; linemen and mechanics, $6.40 to $8 per week— 
10 hours » day. The salaries and wages of the entire Amsterdam staff in 1898 were 
hut little more than twice as much as the Now York company expended in the same 
year for tea, coffee, and milk furnished its operators at no cost to them and tho 
wages of waitresses employed in serving them. The entire Amsterdam rentjoll was 
less than the rent paid by the New York company for quarters for its operators 
when off duty at one of its offices—not one of the large offices, but one of moderate 
size; one serving about the same number of stations as there wero in Amsterdam. 
As indicating in general the cheapness of labor there, I may say that shop girls work- 
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ing from 8 a. m. to 10 p. m. have an average pay of $2 per week; policemen and 
firemen, $4.80 to $5 per week; and for unskilled labor, $4 per week is considered 
good pay. 

The cost per station for the year, including working expenses ? interest, and depre¬ 
ciation, was less than the New York company’s outlay per station for labor alone. 
In 1899 a majority of the committee for the management of the communal industries 
formally recommended, after a careful analysis and study of the telephone accounts 
made with a view to the modification of the telephone tariffs, that the existing rates 
be continued for largo usors, and that a slight reduction ($6 a year) be made to those 
sending 500 or less messages per year, with an extra charge of 4 cents for each mes¬ 
sage in excess of 500. A miuority of the committee recommended the maintenance 
of a uniform rate, two members advising the trifling reduction of $4 a year, and ono 
strongly opposing any reduction whatever, because the costs per subscriber were 
already too high to warrant it, and it was anticipated that they would increase 
rather than decrease in subsequent years. This member forcibly remarked that a 
reduction would totally or partially wipe out the amount contributed by the tele¬ 
phone industry to the genoral fund of the community, and for this he could see no 
single sensible ground. 

The mayor and aldermen determined that no reduction whatever should bo made. 
I shall read an extract from their report to the town council: 

“The fact must not bo lost sight of that the working expenses per subscriber, as the 
trade accounts show, were highor last year than during the preceding year, and that 
the average expenses for construction were also considerably increased. Whether 
these expenses have already reached their maximum can not safely be stated; thero 
is ground rather to think that they will further increase during the next few years. 
Contrary to what one observes with other businesses, with the telephone the expenses 
do not decrease in proportion of the increased number of subscribers, as every new 
subscriber requires^ new capital charges, on which interest has to be paid and on 
which depreciation* has to he written ofl; and, further, the expenses of the service 
are not only increased by the amount which is required for attending to the new 
subscriber, but also with the additional cost incurred on behalf of the older subscrib¬ 
ers. How large this amount will he is difficult to say at present, hut this is certain, 
that by an increase in the number of subscribers the number of combinations to he 
made on the multiple switchboards will increase to such an extent that an increase 
of the service expenses per subscriber must naturally result. The question whether 
it would he desirable under these circumstances to decido upon a reduction of the 
telephone tariff we undoubtedly think we ought to answer in the negative. There 
can be no quostion of a reduction of any importance, whereas a small reduction 
would cause so great a loss to the communal revenue as to ho out of all proportion 
to the small advantage which would accruo to the subscribers.” 

The so-called profits therefore are represented by payments made to the communal 
treasury, which, so far as ono can tell, may or may not have been consumed by 
administration expenses incident to the telephone industry. If so, then there were 
no profits. If not, the profits were a chargo upon the industry for the benefit of 
other municipal industries operated at a loss. In any event, the so-called profits wore 
to a large degree fictitious and misleading. 

I spoke of the energy with which the telephono plant was provided by the munic¬ 
ipality when it was at war with the company. That was largely due to the 
enterprise of one man, a retired army officer, who pitched into the work and with 
great zeal built a plant and had it ready to operate within a year. If you should go 
into his central offices now, you would find them neataud clean, because Holland is 
proverbially clean. The manager, appreciating that the development was exceed¬ 
ingly low and that the conditions did not compare favorably with what was being 
done in the rest of the world, obtained authority to visit other places. He went to 
Stockholm, Copenhagen, Beilin, and Switzerland, the object being to determine 
what was being done in the way of message rates in those places. He made a very 
elaborate report and a very interesting one, in which he, summing up, showed thero 
were no difficulties with the message-rate system on account of the necessity of 
counting the calls. On this subject he reported general unauiraity in all the coun¬ 
tries he had visited, and said that the question of introducing message rates need 
not be dismissed on account of the difficulty attached to the counting of the calls. 
He recommended a message-rate system and an installation charge, then a mainte¬ 
nance charge and a traffic charge. Ho said: ‘‘The whole tariff’has been arranged 
in such a manner as through cheapness and fairness to render the development as 
quick agd the service as efficient as can possibly bo done.” Speaking of the exist¬ 
ing rate!, he says: “ The high telephone tariff and the irrational and unfair arrange¬ 
ment thereof blocks the way to proper development.” Then lie pointed out that a 
modification of the plan of charging was just as essential as a reduction in the rates 
thefliielveB. Now, let us see what happened to his report. It was made to the 
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oommittee for the management of communal affairs. After a very long time and 
after careful consideration, apparently, a majority of that committee, as already 
stated, reported that they considered it fair to divide the subscribers into two 
classes, and to retain the existing rates for large users and the message rate, with 
the minimum of 500 messages, at $30, plus 4 cents a call for the remainder. Now, 
the statistics of 1897 show that one-naif of their subscribers averaged 500 calls a 
year and one-half about 2,500. They said that by the report of tho director it was 
proved that there was no objection to the counting of calls, and that if message 
rates wore adopted there would be a reduction of rato to a good many of tho 
present subscribers and tho telephone would become a boon to a large additional 
number of inhabitants. That is exactly what the message rato has done in New 
York—reduced tho rate to a very large number of subscribers and been a boon to an 
additional number of inhabitants. 

Q. (By Mr. Farquuas.) That is tho motto, pay for what you get?—A. Pay for 
what you get. Now, some of the committee objected to this because the working 
cost per subscriber would be increased by adding new subscribers. Some thought 
that tho rate to heavy users should be raised. This was objected to by others 
becauso for the present rale an unlimited number of calls was already allowed. 
They therefore thought that no change should bo made. The majority, however, 
recommended that the ordinary subscribers, excluding hotels and like places, should 
bo given the choice between the existing rato for unlimited use and this message 
rate of $30 for 500 calls plus 1 cents per call, which is not only relatively, but I may 
fairly say absolutely, as high a rate as is charged m American cities for the same 
amount of servico. 

Q. (By Mr. Litchman.) Is not the chargo in American cities 10cents a message?— 
A. No; the charges in New York City range from 0 cents to 3 cents. We are talking 
about the message-rate plan and not the public rate. Now, l have given you what 
tho majority wanted to do on that committee. A minority could not a^reo to this 
at all, and its chief objection was that there was no automatic counting device, 
bonce the calls must be counted at the exchange. The subscriber should have the 
right to complain, but finally he should be subject to the decision of the administra¬ 
tion. Therefore, on this account the telephone in Amsterdam would become in the 
highest degree unpopular. The minority also reported that, no matter what was 
done elsewhore, it must be borne in mind that they were legislating for Amsterdam 
and that tho Amsterdam peoplo would not submit to official rules. So tho minority 
recommended a uniform rate. Now, two members of the minority favored a reduc¬ 
tion of tho existing rate, and the three member^ could not agree upon a rate. 

Now, with all these varying views presented, when the mattor came before the 
mayor and aldermen of Amsterdam, after discussion, they decided to leave matters 
as they were, so that, while tho technical staff’ desired to reduce rates and enlarge 
the facilities which the public required, and to develop the business, which the 
figures quoted show needed development very badly, its recommendations were all 
disapproved, chiefly, as is shown by the extracts fiom the report I read, becauso of 
tho foar if tho recommendations were approved tho results would not prove popular. 
I think they were mistaken in that, because quito the contrary is proved wherever 
the companies have struck out to develop the business, and have provided the facili¬ 
ties that the public demands at rates that are lixod on a graduated sealo. 

At Rotterdam the rates range from $20.40 to $38.40 per year, plus an installation 
charge of $8. In 1890 there were J,000 telephones, and at the lirst of this year 
3 ; 089— making, with a population of 309,000, about ten telephones per 1,000—only a 
little bettor development than that of Amsterdam. In this entire record and in the 
whole telephono history of Amsterdam, considered in the light of the conditions 
that have prevailed and the results that have been accomplished in other cities of 
the same rank both in Europe and America, there is not a singlo fact, whether It 
rotates to rates, scope or character of service, development, economy of administra¬ 
tion, or tho general welfaro of the community, that argues for tho municipal owner¬ 
ship and management of tho telephone industry. 

i shall pass now to Groat Britain. Tho telephone w:ia early held by the courts to 
oome under the telegraph act of 1869, which made the telegraph a Government 
monopoly. The postmaster-general having, under this decision, the exclusive right 
to operate the telephones in Great Britain, and being unwilling or unprepared to 
directly exploit the new and doubtful enterprise, granted licenses to various private 
companies, limiting the operations of each to a specified area, and providing for the 
prymont ot a royalty to the Government of 10 per cent of the gross receipts. All of 
these licenses were made to expiro in 1911. 

The restriction to specified areas by preventing interurban communication proved 
moBt unsatisfactory, and in 1894 other licenses, which removed all restrictions and 
limitations as to the area in which the licensee company could operate, were granted. 
These new licenses wore also made to expire in 1911. As a result, trunk lines were 
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very rapidly built between the several tolepkoue centers, and the business in trunk¬ 
line traffic grew up. 

Now, for a time the post-office endeavored to establish competing systems. You 
must remember that the Government was operating the telegraph and it feared that 
the telephone would make inroads on its revenues. It was a growing means of com¬ 
munication. So it started competition, but met with no success, notwithstanding 
the fact that it was taking 10 per cent out of its rival’s earnings as a royalty. In 
Newcastle, the only place whore the Government has had an exchange of any consid¬ 
erable size, tho Government exekauge was established before that of the company, 
but it has ne\ or had more than 650 subscribers, while the company’s exchange in 
that place had, the first of this year, 3,748 stations. In Leicester the Government 
exchange had at one time several hundred subscribers. It now has none, while 
that of the private eorapauy has 2,305. In all other towns the Government’s 
competing exchanges have entirely disappeared. 

Tho next stop in tho history resulted in an amalgamation. For some time after 
1884 there was a considerable telephone dovolopmont, and it soon became clear that 
to get the best results there must be uniformity of system, similarity of method, 
concentration of administration and management, and complete intercommunica¬ 
tion between all subscribers. Tho outcome of this was amalgamation and tho for¬ 
mation, in 1889, of the National Tolepkone Company, which is now operating all 
over Great Britain. One of tho first results of this amalgamation—although, as I 
said, none of the amalgamated companies had been in competition with another— 
was a reduction in rates practically to one-half of the former figures. 

It is interesting to say right there that concentration under private management 
produces better results than under Government management, as is illustrated by a 
little incident in connection with tho Swiss railroads. When tho Government was 
planning to take over the railroad there it was urgod as one important point in favor 
of the work that whereas there were three headquarters of the various roads which 
were to betaken over and three main offices, under the Government management there 
would be but one, aud that consequently, through this concentration, economy would 
result. Owing to the pressure brought to boar upon the representatives by the 
various cities interested, however, the final result was the establishment of four 
headquarters and main offices instead of three. 

Q. (By Mr. Farquiiak.) How do you account for that great reduction as soon as 
this National Company had control of all tho lines?—A. I account for it by the 
fact that there were economies through concentrated management and uniformity 
of methods and through doing business on a larger scale. Perhaps some of it was 
attributable to a reduction which had really gono on from the beginning through 
the development of the telephone business. 

Q. That is, in efficiency of the operatives themselves?—A. Yes; to some extent 
through suck increased efficiency, but more particularly to better knowledge as tho 
result of experience ou the part of engineers and managers. 

Q. Did I understand there that the reduction was one-half?—A. One-half; yeB. 

Q. I think tho commission would like to know how it was possible for that reduc¬ 
tion.—A. I will give you my authority for the statement. 1 was mentioning the 
policy of the Government adopted in 1892. It was apparently designed to further 
safeguard its telegraph revenues, and led to the purchase of tho telephone trunk 
lines. Now, ii\ certain places, especially in London and Glasgow, as I have inti¬ 
mated, the local authorities persistently refused to permit the substitution of under¬ 
ground for overhead wires, and the company was therefore unable to render efficient 
and satisfactory service. The numerous complaints duo to these conditions led, in 
1895, to the appointment of a select committee of the House of Commons to consider 
the whole question of local telephone service. This committee took a very large 
amount of evidence, but did not make a formal report. The chairman (the then 
postmaster-general), however, submitted a draft report condemning the granting of 
telephone licenses to municipalities. 

In 1897 another inquiry was made by a special commissioner at Glasgow, the 
municipality there desiring to compote with the company. The report of the special 
commissioner was against the municipality, and its action in refusing facilities was 
characterized as unreasonable and unjustifiable. 

In 1898 there was still another inquiry by a select committee, presided over by the 
secretary to the treasury. In the report of this committee the main idea seemed to 
he that during tho remaining years of the company’s license (you remember, it 
expires in 1911) the State should endeavor to break down the company’s business by 
competition. As a result of this, in 1899 the English Parliament voted the neces¬ 
sary funds to enable the Government to begin its competition in London—voted 
£2,000,000—and empowered the postmaster-general to grant* licenses to municipali¬ 
ties. There was, however, this element of fairness in that law. It was stipulated 
that whenever the postmaster-general licensed a competitor the National Company’s 
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license should be extended for a like time. The post-office is now constructing its 
plant, and will probably begin rendering service m London before the end of this 
year. Licenses have been granted to some municipalities. Glasgow has already 
opened an exchange, but the movement has not yet proceeded far enough to produce 
any results. 

Q. (By Mr. Farquhaii ) Was it dissatisfaction in respect to the rates which 
caused this legislation on the part of the British Parliament, or the lack of service, 
or what?—A. Well, both. The service was exceedingly bad, for reasons I have 
stated, and although the English rates are alwa.vs said to be very low by people 
comparing with us, there was ,jn>t as much dissatisfaction there, and far more, 
in fact, than there has ever been over here You will find that to be true almost 
everywhere, because the general public lias actually knowu so little about the details 
of the telephone business that they have erroneous opinions as to the amount of 
profits involved. I think that holds thore as well as anywhere else. Now, this 
competition iu Loudon will not be on equal terms. The post-office possesses statu¬ 
tory powers to run its wires, which the company does not possess. It can afford 
postal facilities to its subscribers and deny them to the company’s subscribers, and 
it is taking 10 per cent of its rival’s receipts. Now, under these same conditions, 
as 1 have already pointed out, the private company has m several cases outstripped 
the Government in its previous efforts to compete, and according to the announce- * 
nient made by officers of the company at its recent annual meeting, it seems to be 
going forward cheerfully. Its stockholders have voted funds and thqre is to be an 
interesting telephone war in Loudon. The result of it all will be a waste of capital 
ami great public inconvenience. Just exactly what the final outcome will be no one 
eau tell. 

I have taken a great deal of this information about London from the various 
reports of the committees that 1 have referred to, ami I have taken some (lata from 
a communication in the London Times. What the writer of that communication, 
in Bumming up, called “the mistakes of Government respecting the telephone,” 
were, summarized as follows: 

1. It refused at the outset to acquire the patonts. 

2. It impeded ami harassed the companies in developing the enterprise. 

8. It favored the idea of unlimited competition, which failed. 

4. It aoquired a portion only of the companies’ undertakings—namely, the trunk 
lines—instead of the whole system. 

5. It has always refused the companies adequate powers for runniug wires, although 
two committees of Parliament have recommended that such powers be granted. 

6. It has now reverted to tbo old policy of obstruction, coupled with an unfair 
competition. 

After this summary the writer adds: 

“ The company is conducting a public service—the growth of barely 20 years— 
which, in volume of business, is more than five times greater than the postal tele¬ 
graph service of the State, and the wonder is, not that it has done so little, but that 
under all the circumstances it has done so much.” 

Now a similar policy with respect to other branches of the electrical industry has 
been followed in England. As to this, the Evening Post ot New York, said, editori¬ 
ally, day before yesterday: 

“ Mr. Arthur Chamberlain declared yesterday, in a speech at the mooting of a large 
manufacturing concern, that preeminence iu electrical industry bad gone to tbo 
United States, because it had been strangled in Englaud by the mischievous activity 
of the home office and the local boards. Many facts supporting this contention are 
brought out in a recent communication in the London Times.” 

While speaking on this general subject I desire to make a few references respect¬ 
ing the present attitude of* intelligent public opinion in England. 

In an article entitled “Official obstruction of electric progress,” published in the 
Nineteenth Century for February last, Prof. .1. A. Fleming, D. Sc., F. li. 8., after 
stating at length the story of the relations of the post-office and the telephone, says : 
“The whole behavior of the post-otfico toward private enterprise in telephony dar¬ 
ing the last 20 years has been marked by inconsistency, ineptitude, and want of 
prevision. * * * Its procedure so far gives no warrant foi expecting a farseeing 
and successful business policy. * * * The chief complaint against the telephone 
company has always been its high charges to users, and the difficulty in getting con¬ 
nection. The first is partly due to the imposition of the 10 per cent royalty, which 
is really a government tax on telephony, and the second is partly a result of the 
opposition of the post-office to the telephone company’s efforts to secure proper rights 
of way leaves. v * * The total royalty paid by the National Telephone.Corapany 
and its predecessors up to the 80th of September, 1900, has been £1,081,490. * * * 
Hence, the business which the postal-telegraph department does not itself conduct, 
but only taxes, yields it a handsome profit; the business which it was formed to 
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carry out is conducted at a loss. * 4 ' The most effective method of afflicting 

any department of applied science with creeping paralysis is to constitute it a gov¬ 
ernment monopoly.” 

After reviewing the English electric lighting acts Professor Fleming states that 
when he “explained to Mr. Edison the nature of the legislative shackles that had 
been applied to the business of electric supply in England, that distinguished inven¬ 
tor exclaimed, * Why, they’ve throttled it! In the same way, he says, the train- 
ways enterprise has been simply crippled, and adds: “ We find now that we have to 
go for much of our knowledge and for many of our materials and machines to the 
experienced inventors and manufacturers iu the United States. They are past mas¬ 
ters in the art; we are just learning the business.” The lack of development in those 
industries is charged almost entirely by the distinguished writer to purchase clauses 
in the several acts, such as Professor Parsons suggested in his testimony for adop¬ 
tion in this country. Speaking of municipal opposition to the supply of electric 
energy in bulk, as it is called, lie says: “ Pri\ ate businesses have to take all the risks 
of injury by competition or improvements, and the fittest survive. But when a 
municipal corporation goes into business with a capital borrowed on its ratos, its 
tendency is to oppose all progress which may conflict with its own immediate profits, 
and to cry out for a protection to municipal trading not gianted to private enterprise.” 

Summing np ho says: “One answer, therefore, that is suggested to the question 
why electric invention goes slowly in Great Britain, is that the legislation of the 
last HO \ ears has put the control of its results largely into the hands of imperial and 
municipal officials. ” ' ' Hem e, if electrical invention is not to languish m 

Great Britain, some reforms rcoui necessary. Public opinion must be brought to 
bear more strongly through the press and Parliament upon the administration of 
imperial and local governmental departments, which aie in the practical control of 
electrical monopolies. The conduct of municipal bodies to now electrical enter¬ 
prises must, be continually criticised.” 

At a recent meeting of the Institution of Electrical Engineers a paper was road 
by Mr. William L. Madgen, in which he. says: “Every article on the subject (elec¬ 
tricity) in the magazines and dailv press, and they have been many, appears to 
bewail the backwardness of this country in electrical enterprises, _ * and it 

seems lull time that slops should be taken to place the responsibility for our back¬ 
wardness wheie it belongs. v ’ * We have no feeling but cordial good will for 

those fiiemls abroad who have made our visit so pleasant and instructive, but the 
reflections of many of us ou our return have been those of indignation at the 
obstacles set m the path of our industry by the governing bodies of this country 
and of resentment at the wretched waste of energy and enterprise which they have 
occasioned. * ’ > It (the lack of pi ogress) is due in the first place to silly leg¬ 

islation by Pailiamentand toobstruetiou l>y the numerous local authorities inti listed 
with arbitrary powers. Iu the second place, it is duo to a class of quasi officials 
ami their associates to whose diiect monetary advantage it. is that an opposition 
should be entered to even project in which they aro not employed. There may be 
contributory causes, but to those and others that flow from them our chief difficul¬ 
ties may bo assigned.” 

In this paper and the discussion which followed its reading, as reported in the 
journal of the institution for April last, there is a full aud lucid exposition of this 
whole question, including electric lighting, traction, power, and the telephone. 
Men justly eminent throughout civilization- for their scientific attainments—the 
very ineu who should be and doubtless are best informed on the subject—-took part 
in that discussion. 

Time will not peimit me to read extracts from this report. It shows throughout, 
an intense feeling ol humiliation over the condition of the various branches of the 
electrical industry in England and a practical unanimity on the question of respon 
sibility, fixing it upon unwise legislation—along the exact lines which Professor 
Parsons recommends for this country—and municipal obstruction. Mr Atherley 
Jones, M. P., present by invitation, took occasion to say: “ We have perhaps coddled 
our municipalities a little too much. Wo have recognized by recent legislation that 
the chessboard system—if 1 may use the expression—of local government is not thai 
which, in certain directions, is best, suited to serve the public benefit. * * * We 
find that one of the greatest hindrances, probably, to the development of electrical 
enterprise, in traction or in lighting, has been the veto, which can be exercised by 
local authorities over the private enterprise. That, I think, will be removed.” 

A member of the institution, an officer of the National Telephone Company, said: 
“I have been fighting the opposition (Government) for many years and I have never 
yet been beaten unequal terms, and I have never been beaten on unequal terms— 
very unequal terms in many eases. The whole point of the matter is, thus, equality. 
* * * The history of the telephone branch of electrical engineering is a history 
of one long fight by the companies to be allowed to serve the public.” He then 
states this history very fully. 
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Replying to this speaker the head of the engineering branch of the Government’s 
telegraph and telephone department used these significant words: * * * “In act¬ 
ing as the post-office lias it is really protect ing the rights of the Government under the 
telegraph acts. Those acts were passed as the result of a public demand pressed on 
the Government, and they were carried by Parliament in responso to those demands. 
Any subsequent action, whether the action of the committee of the House of Com¬ 
mons, of tho Hoifse of Commons, or of the post-office itself, is the result, generally 
speaking, of public pressure.” He said nothing whatever in justification of tho action 
of tho post-office except that it was “ to meet tho demands of the public.’’ 

Thus it will be observed that among intelligent Englishmen the sad results of 
imperial and municipal control of tho electrical industiy, in all its branches, are 
clearly recogni/ed and that already strong forces have been set in motion to remove 
the shackles placed upon it, by misguided public opinion. 

Now, on the whole, considering these handicaps that 1 have mentioned, tho devel¬ 
opment in Great Britain has been far in excess of that attained on the Continent 
under government or municipal ownership. On January 1, 1001, London, with a 
population of 5,(>33,000, had 41,111 telephones; that is, 7 per thousand; New York, 
with a population of 2,050,000, had 51,847; per thousand, 2f>. Among European cities 
of its class London’s development is exceeded only by that, of Berlin, and in Berlin 
we saw how the rate policy of the Government had developed the business at the 
expense of the other imperial l even lies. 

The rates, generally speaking, m England, are Hat. The I’ailiameutary committee 
in 1X08, repoited in favor of message rates. I will read an extract from the 
evidence of Mr. \V. E. L. Game, before the select, committee of tho House. Ilo is 
general manager of the National Telephone Company. He says: “ 1 think wo have 
been wrong [ in adopting tint rates) from the very common ement; and nearly every 
other countr/ has been wrong. America lias rectified this. In New York, in par¬ 
ticular, they have been very successful in bringing the message rate into operation,” 

This committee took a great ileal of evidence and made a very volumioua report. 
It gathered information from the consular service i oporto from practically all over 
the world respecting telephone conditions, and it, said respecting message rates: 

‘‘The present subscription system, with the subscribers right, of unlimited user, 
means this: That persons who are rich enough to pay a fixed annual sum and who 
use the telephone sufficiently often to find such a payment advantageous to them¬ 
selves, whose coirespondents also pay a similar sum and use the service with 
similar frequency, can alone or almost, alone avail themselves of this modo of com¬ 
munication. It is just as it the post-office should decide to dispatch telegrams only 
Irom persons paying an annual subscription, and to allow such persons on payment 
ot their subscriptions to dispatch without further charge any number of telegrams, 
requiring at the same time that telegrams should he addressed only to persons con¬ 
nected with the post-office telegraphs by private wires. 

“Mr. Game, the general manager of the National Telephone Company, admitted 
to your committee that the system of limiting the service almost wholly to subscrib¬ 
ers and giving to each subscriber an unlimited use—a system which is universal in 
this country and is adopted to a large extent abroad—has been based from the first 
on a wrong principle.” 

The London rates, as 1 said, arc flat. The rales are, dire< t line, business $100: 
residence $(>0 a year, with discounts for long-term contracts. In comparing, 1 shall 
use the rates under one-year contracts. The pa.vnients are annual, in advance, in 
London; in New York, monthly, in advance. The National Company has a very 
large fund which it carries forward from time to time as rentals paid in advance. Its 
annual statement at the close of last year showed $3,840,000 carried forward in that 
account. The exact amount, for London is not stated, hut the interest on such a 
fund would bean item worth considering in any comparison. I have no means of 
telling exactly what the average rate in London is, but, taking their published 
statements, showing tho number of stations they have, the number of Hues they 
have in service, and taking their published tariff hooks, as near as T can get at it, 
the. average rate in London—and I think it iH a very conservative statement— 
approximates $72. Now, as 1 have shown you, the avorage rule in New York is $85. 
The one item of wages alone, inasmuch as our wages exceed thens, on ail average, 
by 100 per cent, is enough in itself to account for the difference between these aver¬ 
age rates. There is another important point. One might urge that with a fiat rate, 
an unlimited user, as you put it, the subscriber gets more for his money than where 
the message rate is applied; and that, therefore, in London for $72 the man would 
be getting more than he would in New York for $85. Now, unquestionably, imposing 
a charge on each message limits the number of messages that are sent. That is 
human nature. It eliminates, generally speaking, all frivolous conversation, the 
unimportant use of the telephone to make appointments for to-morrow or to discuss 
the episodes of last night, and so on; and there is a reduction, perhaps, of 20 to 30 
per cent in tht average traffic, where each talk is charged for. That is offset by an 
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excellence of service, which makes the service relied upon for most important trans¬ 
actions. In New York, for instance, most important transactions—transactions in 
stocks and important matters of all sorts -are transacted by telephone, without 
any hesitation whatever. The service is so permanent, reliable, and quick, that it 
is very generally relied on. Now, the London service is not so generally relied on, 
because of its inferiority, which is due, I repeat, in my opinion, largely to the munic¬ 
ipal refusal to permit them to put in a plant that is absolutely necessary to render 
efficient service, and also due to the fact that their system is smaller than ours. I 
have already given you figures showing that our system is larger than theirs. We 
find that (be greater reliability of the service and the larger sysfeui draw out just 
as much trallic per station as they have in London, the figures showing t hat the aver¬ 
age traffic in the two places is about the same. Therefore, you have about the same 
amount of traffic in New York that you have in London, in the one place for $85 and 
in the other place for $72. 1 think the comparison very favorable to New York. 

Q. (By Mr. Litcuman.) When you say you have the same service, do you mean 
that there are the same number of persons per telephone in London as in .New York ?— 
A. I say that the number of talks per station is just as great in New York as iu 
Lomlou, notwit! standing that in New York we charge for ench talk, while in Lon¬ 
don the charge is the same whether the talks are many or few. I am offering these 
facts to show that while the average rate in the two places does not differ very 
much, the average man in New York gets just as much service as the average man iu 
Loudca. 

Q. By Mr. Kknnrdy.) While you are making a comparison of that sort, I would 
like to ask you if you have prepared a comparison in regard to long-distance rates. 

I sc > that there are some remarkable statements in testimony here in regard to long¬ 
distance rates.—A. I have endeavored to coutine myself to the conditions in the large 
cities, so far as possible, and while I think that the differences in conditions would 
account for any apparent differences in long-distance rates, 1 think I should leave 
that for Mr. Hall, who 1 understand will cover that in his testimony. 

Q. It lias been stated before this commission that long-distance rates are lower in 
Europe than in this country. It was stated that from New York to Philadelphia, 
137 miles, tho day rate is $1.25 for 5 minutes, while in Fn^land, the rate would be 
48 cents for the same distance; in Franco, 30 cents. That is a remarkable disparity 
in rates.—A. Yes; it is a remarkable apparent disparity. I do not know that the 
figures are correct. As I say. I have not undertaken to discuss this question of long¬ 
distance traffic, for the reason stated. I am not connected with the long-distance 
company in any way whatever, anil, as I understand it, Mr. Hall is to give you lull 
information on that point. From my observations, however, both in Europe and 
in this country, I think a careful inquiry into the question would satisfy any reason¬ 
able person that tho differences between the two countries are more apparent than 
real, as I am showing you on the question of exchange rates. 

Q. (By Mr. Clark k.') Are you able to state how many private companies were 
amalgamated to form the National Telephone Company?—A. I do not know that. 

Q. Was there any objection raised among the people to the formation of tho 
National Telephone Company, on the ground that it was in the nature ot what we 
call a trust?—A. Not that 1 ever heard of. 

Q. Have there been any public evils or hail consequences from the formation of 
that company ?—A. Not that I have observed, as brought out in any of these parlia¬ 
mentary inquiries, unless you would say that the general dissatisfaction with the 
rates and service in Great Britain, which led to the enactment of tho law of 1899, 
could he so construed. 

Q. Suppose # the Government were not competing with this company, is it your 
opinion that tho company would make its rates as reasonable as they are now?— 
A. I hardly know what the company would do, because I am not connected with its 
management, hut I think a wise pulley on the part of the company would he to 
make rates just as good as those it now offers, if not considerably better. I agree 
with the parliamentary committee entirely as to the wisdom of having a message 
plan in London. The company’s rates were adopted before the Government’s com¬ 
petition was commenced. Let me make another comparison, though, before I leave 
thequestion of London rates, because we sooften hear of great discrepancies between 
New York and London rates. The London fiat business rate, annual contract, is $100. 
Now, that is for a direct-line station, eliminating all extras, all supplementals. Now, 
our New York measured-service direct-line average rate was $102 at the beginning of 
the year. There are more measured-service direct lines in New York than there are 
direct lines in London, so that there we have another comparison favorable to New 
York. 

Q. (By Mr. Litchman.) Will you kindly explain that a little more definitely? I 
do not understand what you mean by direct line.—A. We call a direct line one that 
is exclusively for the use of a particular subscriber. If a line runs direct from your 
station to the central office, and no other subscriber’s station is attached to that line, 
we call that a direct line. 
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Q. (By Mr. Farquhak.) Is there a large increase in the acquirement of these direct 
lines now by subscribers?—A. A large increaso? 

Q. Yes; demand for direct line.—A. Our growth consists almost entirely of direct 
lines in New York. On the question of wages, Mr. Forbes, president of the National 
Telephone Company, testified before the select committee of the House of Commons, 
in 1895, that the wages of the company’s operators varied from 5 shillings (for under¬ 
studies) up to 1? shillings per week.; lady superintendents about 2 guineas per week; 
wiremen 6 shillings a day. The testimony taken at the Glasgow inquiry in 1897 
showed the average pay per week for the National Telephone Company’s operators 
in that city to be 9s. Id. The London wages may have been increased since 1895, 
but considering the ruling rates then and now for all classes of labor in London, it 
is safe to say that the increase, if any, can not have been great. These rates of pay, 
with a reasonable allowance for increases, compared with those already mentioned 
for New York, show that the statement that New York wages average double those 
in London is very conservative. 

Considering the extent to which labor enters into the co6t of service, differences in 
wages, rents, transportation costs, etc., there should he a greater difference, per¬ 
haps, between the New York and London rate in favor of New York; but, in fairness, 
London is entitled to a consideration of the fact that it pajs a heavy royalty of 10 
per cent to the Government, and that the cost of the, service is largely increased 
by the obstructive policy of tlie municipal government. Much that in New York 
we are enabled out of our earnings to pay to labor in the way of wages goes in Lon¬ 
don to the Government in the shape of royalty, or is wasted through opposition of 
the municipality. 

In the Scandinavian cities we have a demonsti ation of what can be accomplished, 
evonon European soil, by privateentorpri.se, notwithstanding the embarrassments of 
governmental and municipal interference and opposition. The situation in these 
cities has been greatly misunderstood by those who have not studied it very care¬ 
fully. Copenhagen and suburbs is operated b\ a private company. Copenhagen is 
one of the best telephoned cities in Europe. It has a population ot 212,859; it has 
15,811 telephones, or 49 per thousand. San ITaneisco, however, with a population 
of 342,782, has 21,321 telephones, or 62 per thousand. All these are first of the year 
figures. The service and facilities here are far in advanco of all Continental coun¬ 
tries, except Sweden. In Copenhagen the residence rate is $27; business rates, 
$32.40 to $48.60 per jeai; message rates, $13 per year, up. Skilled operators are 
paid from $2 to a little over $3 per week; linemen, about $5.70 per week. So far as 
the plant is concerned, Copenhagen is ehielly on the, single overhead-wire plan. It 
is now being gradually changed to metallic circuit, underground. The central office 
plant is somewhat out of date, but plans tor a new building and new equipments 
are now under way. 

Notwithstanding these excellent, conditions under private ownership, thoGovern- 
mentin 1898 assumed control of the telephone business, ami licensed the company for 20 
years longer, reserving t-hepow or to fi x the rates every 5 years. In 1899, the Government 
fixed the rates which I have mentioned, and these are slightly lower than the rates 
which obtained prior to that time. To compensate the company for this reduction, 
the Government relio\ ed it of the payment of a compensation to the municipality 
previously paid; freed it from all riglits-of-wav charges, even in the case of owners 
of private property; gave it protection from ail users of high-tension currents; and, 
in some ways, gave the company the same advantages that usually accrue to a Euro¬ 
pean State. 

By comparing these facts with those stated as to other European places, we see 
that the best conditions thus far commented on exist at Copenhagen, where until 
very recently the industry was left to private enterprise with but little interference. 
Moreover, considering the relative purchasing power of money in the cities of even 
rank in this country and in Copenhagen, the rates iu the Danish city are relatively 
as high as those in the American cities. 

Sweden.—The Swedish Government has no monopoly by law of either telegraphs 
or telephones, but has the advantage of exclusive rights over State highways. 
Except in Stockholm, the industry is now conducted by the State exclusively. 

Stockholm has the largest development among cities of its class iu Europe or 
America, except, possibly, San Francisco. On .January 1,1901, with a population of 
320,000, it had 22,000 telephones, or over 69 per thousand. The San Francisco figure 
I have already mentioned, hut Sau Francisco has since been making such rapid 
strides that now it is perhaps ahead of Stockholm. 

Q. (By Mr. Litciiman.) Do I understand you that Stockholm has not a public 
system?—A. There is a public system and a private system, which have been in 
active competition since 1890. The business is chiefly in the hands of the private 
company, its stations numbering at least two to the State’s one. Usually the devel¬ 
opment in Stockholm is attributed to the Government, and generally popular writers, 
by ignoring the existence of the private company and by referring only to the State, 
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lead the public far from the truth. Even Professor Parsons, a student of the sub 
ject, as I understand his testimony, seems to have only confused information about 
the conditions. As l remember it, he speaks of the conditions as if they were pro¬ 
duced by tho State; anyone reading his testimony would get that impression. There 
has been very active competition between tho private management and the State. 
The State has no monopoly under the law, but it has obtained control of the busi¬ 
ness in all parts of Sweden, except in Stockholm and its suburbs. It controls the 
interurban lines, and it has been in very strong competition with the private com¬ 
pany in Stockholm. 

On visiting Stockholm one is impressed by the beauty of the city, the substantial 
character ot its buildings, the activity of its people, and above all by the cheapness 
of things. Oil this matter of cheapness L shall present a few details to serve as 
illustrations. The present American minister at Stockholm, Mr. W. W, Thomas, 
who has spent the greater part of 40 years in Sweden representing our Government 
in various capacities, ha*s written a book on Sweden and the Swedes, from which I 
shall read a lew extra* ts: 

“The Swedes in the cities live in tints. You will lind few families in Stockholm 
occupying a whole house. ' ‘ Many bachelors and some families, too, in 

Stockholm, dine at the restaurants, of which there are many in the city, and all 
of them good. Special anangements may lie made by the month, which are very 
cheap. ' The Swedish seivan 1 girls are admittedly the best in the world. 

They are kind, obliging, polite, neat, skillful, and seem to ha\o their employer's 
interests at heart. They usually do the marketing, and will procure much more 
with the money given them than you could get for a \ourself. They buy vegetables, 
fruits, meats, and fish on the open .squares and market places, not unfrcqueutly at 
first hand from the country people, and cheerfully lug home their 20 or 30 pounds of 
purchases in large brown baskets. They work, too, for what would seem to us in 
America to be very small wages. The average pay of a lirst girl or cook in the 
cities of Sweden is 75 cents a week, and of a housemaid 50 cents. They expect, also, 
to receive a present, ot 10 crowns ($2.70) and a new dress at Christmas and 10 crow ns 
at midsummer; and bosules, they receive a little gi utility now and again from guests 
who visit the house, hut nothing more. The servant girls do not hire out b\ the 
week, us with us. They engage by the year, or possibly for fi months, but rarely lor 
a shorter time. * I once, \ isited a friend, a captain in the Swedish army. in 
the interior of Sweden. His wife was an invalid, and his establishment was con¬ 
ducted by a most excellent housekeeper. Her salary, I found out, was 1(M) crowns 
($27) a year." 

Spoaking of insuring his furniture for a year at 50 cents per $1,000, a premium of 
one-twentieth of 1 per cent, he comments that he had insured his office furniture, in 
what we call a first-class brick building m America, a few months before at 1 per 
cent per annum, exactly 20 times the Swedish rate, and adds: “This was a r«*\ela¬ 
tion in insurance. The subject was interesting. I looked further into it 1 found 
the premium on first-class buildings, though higher than on personal property, was 
only 75 cents on $1,000 a year. However, by paying $17.50 on $1,000 you may insure 
your house forever, and not only the particular house now standing, but. all first- 
class houses that may be built on the same lot to replace it and its successors to the 
end of time; that is, tho sum an American pays to insure his dwelling for 2 years 
will enable a Swede to insure his Stockholm house forever. * * The Swedes 

are very economical and eaielul of everything. Skim milk is regularly carted 
through the city in bottles and sold. The blood of slaughtered animals is saved and 
used in making soups and puddings." 

Speaking of physicians, whom he characterizes as skillful, highly educated, and 
most honorable gentlemen, be says they “do not make out or send m any lull to 
their patients. What you pay your doctor is entirely optional with yourself." The 
custom, Mr. Thomas states, is to send for a year’s services an amount ranging from 
$27 to $155, according to the position ol the family in society. 

In a personal conversation, Mr. Thomas informed mo that the pav of a policeman 
in Stockholm was $21.50 a month, aud that ot a private in the Swedish army was 10 
ore (2.7 cents) a day, with subsistence ami uniform. The legal cab fare in Stockholm 
is from 13J cents upward, according to distance, while in New York the minimum 
charge is 50 cents. The legal fare tor a ride of 4 miles in Stockholm is 53 cents, and 
in New York $2. 

In “Railroad Transportation" President Hadley refers to Sweden as “the only 
country whose railroads have cost anything like as low a figure" as $30,000 per 
mile, aud says “land, labor, and material are all exceedingly cheap." In the tele- 

f ihone company's service skilled operators am paid from $1.05 to $2.92 per week; 
inemen and mechanics about $6, and foremen about $X.30 per week. 

The company bas in its entire territory in and around Stockholm 27,247 stations 
and 573 employees; i. e., one employee for 47 stations. In New York the figures men¬ 
tioned work out one employee for 17 stations. These figures are very significant. 



u. n. bethell:—the telephone business, 805 


In view of these various facts showing the conditions of living and the cheapness 
of things in general, we should expect under normal conditions to hud telephone 
rates that to us would appear to be very low. But the conditions are not normal. 
The bitter competition between the private company and the Government has created 
conditions which make it quite unsafe to take any rates that we may find in Stock¬ 
holm as a criterion of what should be expected elsewhere, even were it possible to 
make due allowances for any differences that might affect the relative costs of ren¬ 
dering the service. On this point 1 quote from the official report of the director of 
the municipal telephone industry at Amsterdam, made in September, 1898, after a 
thorough investigation of the subject on the ground: “It is plain that the extraor¬ 
dinary development of the telephone at Stockholm is the result of the sacrifices 
which are made by the Kingdom as well as by the Allmanna Company, and we may 
also add that, according to the statement of Mr. Hultman, the shares of the company 
are held principally by the wealthy director, Mr. Ericsson, the manufacturer, who, 
after paRt years of profitable enterprise, would now bo satisfied with little or no 
interest, in order to sustain the battle with the Government. For telephone enter¬ 
prises which have to find the money themselves, and have to work, as a rule, at the 
same time under less favorable local conditions, the unique position of the telephone 
at Stockholm can hardly be cited as an example.'’ 

That the rates are too low evon for Sweden, ami that competition works in all 
ways unfavorably, are shown by the follow ing extract (taken from the report of the 
select commiLtceof tho British House of Commons, 1895) from a letter to Sir Wil¬ 
liam I’recce, then engineer in chief of the British telegraphs, from Mr. Storckenfeldt, 
then and now director-general of the Swedish telegraphs: 

“ The private telephone company in Stockholm has obtained tho right to work 
telephones within a distance of 70 kilometers radius from Stockholm, hut may 
not extend operations outside of this eirelo. This concession does not, however, 
exclude the State from likewise working telephones in the same district. In conse¬ 
quence a competition has arisen which works in all ways unfavorably, and which 
has also entailed the result that the fees have been brought down far below the 
proper ones. * * ' K\cn lor Swedish circumstances the fees ' ' ’ are quite 

unreasonable ' v ’ quite loo cheap.*’ 

This is a frank acknowledgment. What the Government loses in Stockholm it 
can make up elsewhere. Contrary to the rule generally followed, it charges more 
for service at Malmo—for example—a much smaller city, than at Stockholm. Besides, 
it has the State’s revenues from other sources to fall back upon if necessary. The 
intensity with which this Stockholm telephone war is carried on in absolute disre¬ 
gard of the public interest is shown by the fact that since Mr. Storckenfeldt’s letter 
was wi itten a still further reduction in the Government’s rates has been made. The 
Amsterdam director reported: “The Kiks telefon has again lowered its tariff to 50 
kroner ($13.50), with 50 kroner entrance fee for places within the 2-kilometer dis¬ 
tance from its head exchange; places farther distant pay an increase of 10 kroner 
per year and of 25 kroner entrance fee for o,\ery faitber distance of 500 meters. 
According to a communication by Director Hultman, t he Government in the dispute 
with the Alliiiauna is satisfied with paying the woi king expenses without calculating 
interest and redemption of capital, which is amalgamated with the capital of the 
telegraph.” Tho company’s rates are also very fully and clearly stated by this gen¬ 
tleman, and l will read them from his report: “The telephone tariff of the 
Allmanna is consequently reduced to 100, 80, 00, 15, and 3(> kroner (approximately 
from $27 to $10) per year for different classes of subscribers. Tho first three classes 
pay an entrance fee of 50 kroner ($13.50), the two last of only 10 kroner. Only tho 
subscribers of the highest class have an unlimited right of user; the others are more 
or less limited in the service. Of tho second class every two, and of the third class 
every three, have a mutual common line to one of tho three head exchauges. The 
subscribers of the fourth (business) and of the filth (residence) class are connected 
to one of the live suboxclianges, and are allowed to call only those of the first class 
m an unlimited manner, but otherwise are not allowed to make more than 100 free 
< alls daring one quarter Each call over this number costs 10 ore (2.7 cents).” 

Although a krone will go practically as far in Stockholm as a dollar in an Arneri- 
i an city of equal rank, these rates appear to be low. Mr. Storokeufeldt said even 
when they were higher that they were unreasonably low even for Swedish condi¬ 
tions. But to a very large number of subscriber they aro not as low as they at first 
seem, and here is a line illustration of one of the disadvantages of two systems 
operating in one city. I quote again from the report of the Amsterdam director: 

“ When considering the situation from the standpoint of the subscriber, one must 
not lose sight of the fact that persons who wish to speak by telephone with all the 
subscribers, send and receive telegrams, and keen up intorcommunal calls, have to 
connect themselves with the Rlks-telefon, as well as with the Allmanna Company, 
and then have to pay at least 100-+• 50 kroner ($40.50) a year, with a minimum of 
50 -f 50 kroner ($27.50) as entrance fee. Further, every oall between the subscribers 
of the Allmanna and the subscribers of the Riks-telefon costs also 10 ore (2.7 cents).” 



Altmtum’a report, to 1,099,837. The combined rate, and the extra X,""^ u ‘ < 
nothiug of the great annoyance ami vexation incident to the dni)]jcatioi?T , fc " 8ay 
ment8 ; to a very large percentage of telephone users in Stookholm amount t?' 
very considerable sum. The rates, therefore, under these conditions are not at ail 
what at first glance they seem to be. Under competition, therefore, as seen in this 
Stockholm case, there is a waste of capital and energy, the public is annoyed, in 
many cases overcharged, and, in a way, badly served because of a fight in which it 
has no interest. Thus far thocompam hasliad the best of the light so far as victory 
may be measured by the amount of public patronage, having now, as already stated, 
about twico as many stations as the Government. 

Q. (By Mr. Farcjuhar.) How far has that increase been affected by the necessity 
of getting a grant through some legislative body?—A. The private company has 
not had to have a legislative grant. Anyone is freo to conduct the business in 
Sweden. 

Q. Under what control is the State plant?—A. The State plant is operated by the 
State telegraph and post department, which has an exclusive right of way over 
Stato highways and on Crown property. The municipality of Stockholm has 
strongly supported the private company. 

Q. How far has that support to the private company operated as a deterrent to 
the extension of the public system?—A. It may have so operated to some extent, 
but 1 hardly think it has. If the Government could get the business it could take 
care of it by overhead wires, its system is not too large for that. The municipality 
has said to the Government, “So long as you impose unequal terms on your compet¬ 
itor, the private company, wo shall not give you underground privileges within the 
municipality.” So far as 1 know, only in this way has it aided the company. Tho 
State may run its lines overhead to any extent, lint it can not go underground 
without the consent of the municipality. The attitude of tho municipality and the 
distribution of t he public patronage between the two competitors does not sustain 
Professor Parsons in bis statement that tinder public ownership the “civic interest'' 
of tho people increases the service and that the people patronize their own institu¬ 
tions to a far greater extent than they do private institutions. This is the only case 
in the world, so far as the telephone business is concerned, where the people have 
had an opportunity to bestow their patronage as they prefer upon a public or private 
enterprise, both going concerns. 

When some 2,0(J0 or more stations—thoso used by the Government itself and those 
which it furnishes free or in exchange for the privilege of attaching its wires to 
private property—are eliminated, it will be seen that the Government getsaveiy 
small share of the patronage. Even those who do take its service are not entirely free 
to choose between the two enterprises. By discriminating against the company’s 
subscribers in tho use of its long-distance lines, imposing an extra charge on every 
long-distance message originating at a company station, it foices a number of people 
to take its service merely to avoid these extra charges. This accounts for many 
duplicates, that is, both services at one place. At Amsterdam the public and tho 
press were opposed to the taking over of the telephone business by the municipality. 
The facts in that case, especially the meager development, do not justify Professor 
Parsons's generalization. 

The company, forced to economize in every direction, has pressed wages down to 
the lowest possible point. The relations between the niamigement and tho force, to 
say the least, have been strained, and there are occasional ruptures. Atone time 
an operators'strike caused a practical suspension of business to the immeasurable 
inconvenience of the public. The company’s financing has been declared by compe¬ 
tent English experts to be unsound, and such as would be absolutely illegal in Eng¬ 
land. It has paid dividends regularly, but only on a small part of the capital 
invested in the business; this of course at the expense, of the underpaid employees, 
the plant which has uot been adequately maintained, and proper reserves which 
have not been provided. 

When speaking of conditions in various cities under State or municipal manage¬ 
ment I have referred to the results obtained in these, Sutudinavian cities under pri¬ 
vate management. I have appreciated that an allowance should he made for the 
abuormal conditions at Stockholm. Were this done the facts as modified, it is 
reasonable to believe, would at least equal those at Copenhagen; and these are quite 
sufficient to justify my statements. Further, it inay be pertinent to point out that 
with such a modification San Francisco, an American city fairly comparable as to 
size and general conditions with Stockholm, would stand far ahead ot the Swedish 
capital in the order of merit. 

The enterprising general manager of the Allmanna Company has kept well informed 
about telephone conditions in all parts of the world. He has recently made arrange 
ments to conduct the telephone industry in two of the leading cities of Russia. He 
visits this country occasionally. I referred this morning to the fact that he had on 
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several occasions spoken most favorably of our New York conditions. I have here 
two letters from him. In one, written 3 years ago, he says: 

“We are going to build quite a new central exchange, and it is very likely that 
the directors of the company may consider it necessary for me to seethe new arrange¬ 
ments for central exchanges in your country, always so ahead of everything.” He 
is ahead of everything in Europe, and that is his remark at that time. Just 3 years 
later, in February, 1901,1 received a letter from him from Moscow. These are private 
letters, but I do not think I abuse his confidence at all or that he would object to my 
using them in this way. He says: “We have not, I am sorry to say, the same 
faculty of working quickly as the sons of the New World. You ask me when I am 
going to pay your country a visit. To that question I can answer, in 2 or 3 mouths. 
I wish before starting the great now business in Russia to see and learn from the 
enormous progress of telephone matters in America since we last met.” 

I have nastily run over the whole of Europe, showing that the cheapest and 
poorest conditions obtain through (Government and municipal ownership; that the 
next best conditions are obtained under private ownership with Government control; 
and that the best conditions are obtained where there is the least restricted private 
ownership. That is the case of Stockholm. The private company has outstripped 
the Government against odds. In not one of the cases where there is Government 
or municipal ownership have wo found adequate facilities, efficient service, reason¬ 
able rates, and a self-sustaiuing system. Speaking generally, now, for the whole of 
Europe and America, there are 20 American and 44 European cities with 200,000 or 
more population. In the American group, per thousand of population there are 21 
telephones; in the European group, 13 telephones; almost 2 to 1 in favor of 
American cities. Among cities of 1,000,000 or more, New York stands at the top, 
with twice as many telephones per capita as any city in its class except Berlin; aud 
1 have explained the causes of development in Berlin. Of the cities from 500,000 to 
1,000,000, Boston is at the top, with more than twiee as many as any European city 
except Hamburg, and almost twice as many as Hamburg. Of the cities that run 
from 200,000 to 500,000, Stockholm is at the top, with San Francisco a close second. 
It is possible that Sau Francisco may now be ahead. At the date named (January 
1, 1901) Sau Francisco had 21,234, as against 22,000 in Stockholm. The European 
small towns have shown a most insignificant development, and the American small 
towns a very great development. In all these, figures l ha\o not included the inde¬ 
pendent telephone companies, for the reason that I have not wished to present any 
figures showing duplicate systems. The independent companies claim to have a 
very large development, and however much of truth there may be in the claim, 
it only strengthens the case in favor of America. 

President Hadley, in “Railroad Transportation,” calls attention to a difference 
between American and European ideas which I think worth remembering in this 
connection. He says: “There is one respect in which England and America are 
like one another, but sharply different from Fi ance, Germany, or other European 
countries It is in the way in which people in general are disposed to regard Gov¬ 
ernmental interference. The English and American maxim is that whatever can he 
dono without Government should be thus doue. The continental principle is that 
whatever can bo done by Government should be. It has become acommonplai e say¬ 
ing that our Anglo-American idea of liberty is not developed in continental Europe. 
When a Frenchman speaks of liberty, it is not so much freedom from interference 
with his own movements that he seeks as the right and power to interfere with 
other people’s movements. What he really wants is political power. A party 
may call itself Liberal or Republican ; but when it gets into power it governs about 
as strictly as its predecessor. Sometimes thore is a monarchy, sometimes a democ¬ 
racy ; but there is always a bureaucracy, a government by olliceholdors.” 

When we consider that difference in ideas and at the same time remember that the 
telephone development under private ownership in the United States is so far ahead 
of that in Europe under governmental and municipal ownership, we may safely 
conclude that the best possible results will be obtained by leaving the industry to 
private enterprise. 

Q. (By Mr. Litchman.) What has been the effect in those cities and States where 
independent telephone companies have been established upon the charges of the 
Bell Telephono Company?—A. I auswered that question in respect to my territory 
by saying that.there were 4 towns whore we have had opposition, and that we have 
not put in in those 4 towns any rates which we have not put in in towns of similar 
size and circumstances elsewhere in the territory. 

Q. Now, how is it about the city of Detroit?—A. The city of Detroit has a very 
peculiar history. I was quite familiar with the conditions there at one time. I do 
not know that I could give you the exact conditions at the present moment, but I 
understand that there was great dissatisfaction there and that the competition cre¬ 
ated worse conditions than existed previously. 
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Q. How about the State of Indiana vvhifch has a telephone system covering pretty 
nearly the whole State, called the New Telephone, if I remember correctly ?—A. I 
do not know the details of such a system. I saw a press statement yesterday respect¬ 
ing the telephone development in Indiana, showing that there was a very large 
independent development there, but as to the exact details I do not know. 

Q. Is it not a fact that when that exchange was established there was a decrease in 
the rate charged by the Hell Telephone Company?—A. I do not kuow that there 
was. 

Q. You are more familiar with matters in your own territory. I did not know 
but as a matter of general knowledge you might know respecting *t.—A. No. 

Q. In these figures that you ha\ e given of stations, etc., in this country in compari¬ 
son with cities in Europe and everywhere else, are you giving the figures of your own 
business or have you taken in any independent figures?—A. I have taken the Hell 
figures only. As 1 said, so tar as comparisons between this country and Europe are 
concerned, the show ing for this country would he better if we included tho inde¬ 
pendent figures. Hut I have not thought it advisable to consider any duplicates. 

(). (Hy Mr. Kennedy.) 1 have a question which Professor Jenks, of Cornell Uni¬ 
versity, desires to be submitted to you, and it is this If in Ithaca, N. Y., the tele¬ 
phone rate charged by the Hell company is $24 per year f or single unlimited service, 
lo.ig distance phone, and +15 a year secures unlimited ser\ ice with hut 2 phones ou 
a line, how in in h less is your cost in Ithaca, a city of 12,000 inhabitants, than in 
Washington or Huston, and why?—A. I can only say as to that, that having noth¬ 
ing to do with Ithaca or Washington or Hoaton it is impossible for me to use 
exait figures; hut, speaking generally, 1 can do little more than repeat what I said 
this morning about Hie difference in cost of furnishing service in a large city and in 
a small town. I shall not undeitake to demonstrate that.it costs more per any unit 
of measure to render telephone service in a large city than in a small town, but just, 
make a few suggestions that may make it a little clearer fo you. In the li.st place it 
must he remembered that we are talking about rendering a service, not about selling or 
routing <>i manufacturing things that can be stored and sold piecemeal or in bulk at 
w ill. And then that more than half the operating expenses go for labor; the various 
figures I have given you show that wages, as well as rents, and many other items 
that enter into the question are higher-much higher—in the great city than in the 
small town. Take a small town with an overhead plant with lines generally less 
than 1 mile long. Any talk involv es only 2 miles of wire, as a rule. I 'anally beyond 
that point there is a mileage charge. The operation of connecting two stations 
together is very simple; the labor involved is very slight Now, go to the other 
extreme and take a great city where you have 60 times the number of telephones. 
You do not have (it) multiples or fit) duplicates of the place where you had 1,000 
phones, because the whole 00,000 must be ho provided with plant and switching 
facilities that on demand of anyone that paiticular one may he connected with any 
other one. 'J^’hese 60 groups of thousands must be so tied together with trunk 
lines anil plaut that is not represented hy any factor at all m your small exchange, 
and this switching must he done by operators that perform labor which is not per¬ 
formed at all in your small exchange. Therefore in a large exchange you require 
many fold more labor and more plant to accomplish a particular thing than you had 
in the small exchange. 

Another thing: In the large exchange there is necessarily a very large surplus 
plant. In your underground work you must use cables of standard size. If your 
standard is 100 wires or 50 wires, you may have to take 100 wires where you need 
only 51, or you may have to take 50 wires where you need only 20; so that you have 
always quite a large surplus plant, which you do not have in the small place, and 
interest and depreciation run on that surplus plant all the time. There are surplus 
subways for the same reasons and foi the additional reason that when once tho 
street is opened ample conduits for future growth must be laid, for you can not be 
always taking up the streets. In the large place you have a great investment 
lying idle during the slack hours of the night and a large part of the day. Your 
plant must be right up to the highest requirement of the busiest 5 minutes of the 
day. In the city the work of the 24 hours is concentrated within narrow limits, a 
few hours in the afternoon- 2 or 14 hours-and a few hours in the morning. In the 
small place it is spread out over the whole 12 hours—that is, more generally spread 
out. Now, in the small place, if you talk with another man, you are monopolizing a 
wire which can not be over 2 miles long—relatively a cheap wire. If you are at the 
Battery and talk to a man in Harlem, your message does not How along the line 
with a lot of other messages following it, as street cars full of passengers run over a 
track, but you take the entire plant, the entire wire, from the Battery to Harlem 
and you monopolize that entire wire. Not another single man can get on it while 
yosr conversation is going on. So that the message in the great city is not the equal 
of the message in the small town. The cost-of the one is insignificant as compared 
with the cost of the other. 
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I appreciate that that argument might, without some correcting force coming in 
.somewhere, carry you to a point where you would say that the more business you get 
the worse off you are; and that has been frequently urged. But the message-rate 
principal brought in that correcting factor in New York, and we abandoned the sta¬ 
tion us tile unit ot measuring things and took the message instead. Now, the mes¬ 
sage in the great city costs you vastly more than the message in the small city, hut 
the volume of traffic tends to equalize that thing, to bring down the cost in the 
great city, because yon have got moie business to handle. 

Then, again, you must remember that every message occupies your whole lino. 
You can not send your traffic, over the line as urn do on a railroad. If you had ono 
railioad track and your traffic got beyond the capacity of that track, you would 
keep that track going at its full capacity aud you would put auother track along¬ 
side of it, and another and another; but in a comprehensive telephone system the 
limitations upon the traffic-carrying capacity of the single line are such that you 
can not go on as in the case of a railroad. Now, in a place like New Yoik City, with 
short business hours, you can send comparatively lew messages over a line; that is, 
as compared with the number that you might send if >011 were distributing them 
over the whole 1 ‘1 hours. 

And another thing, the traffic must he so limited that when one mau wants to 
talk with any other one among (he <> 0,<)00 he must get that one within a reasonable 
time. It is not as if you were sending your traffic from one terminal to auother 
terminal and providing only enough tracks to shoot it thiough. But you have 00,000 
people and each one must have the potentiality ol an imniedi.'te connection with 
any other of the 00,000. If yon should overload your lines, the result would he that 
a great, many of the lines would be busy and your service would lie inferior. 

(}. (By Mr. 1.run max. ) In the management of the New' York exchange has the 
increase in the cost, of inaintciiaiu e and management been proportionate to the 
giowt,fraud extension of the plant? And then, supplementary to that, which may 
explain that question, is tlicic any point where a percentage of the service may be 
added without incieasing the «ost, of maintenance and management?—A. There is a 
great difleiencc of opinion as to the principles upon which chaigcs shall he made. 
My own personal opinion is that, in railroad transportation, tor example, the point 
is never reached wlieie you can carry additional tiailic for nothing. 80 in the han¬ 
dling of telephone traffic, you never leach a point where von can carry more traffic 
for no! lung. 

<,». There are certain fixed charges, are there not, in the management, of the busi¬ 
ness?—A. Yes. 

(,>. And are not those fixed charges the same whatever the amount of business you 
may do, assuming that you do any business at all, of course? For instance, you 
have to have a superintendent, do \ou not?—A. Yes. 

You have to have a manager of vour exchange?—A. Yes. 

(}. And you havc to have a certain number of girls employed; you have to have a 
certain si/e of switchboard; you have t<* have a ceitaiu number of wires; you have 
to have a certain number of connections. Now, 1 want to get at, if 1 can. within 
what, limits this is elastic, permitting a ceitaiu amount of loading without increas¬ 
ing the number of girls, without increasing the size of the switchboard, without 
incieasing the superintendents and management, and so on. The object, ot my ques¬ 
tion is to meet exactly that point which you raised a few moments ago, that the 
paradox is sometimes made, taking the argument of the telephone company, that 
the more business you do the nearer yon aie to bankruptcy. Now. I want to find 
out where the happy medium is between doing too much and too little business, if 
there, is such. For instance, in the steel line we understand that a steel mill run at 
its full capacity can be run more economically than if it is run two thuds time, and 
that frequently steel mills run full time and sell their surplus in foreign countries 
because of that fact. 1 understand that to a limited degree that may apply here, 
and 1 wanted to find out how far it. might apply here.—A. Of course that same line 
of reasoning does not, apply here, because we arc not producing a product that can 
hestoied. Our product is a service rendered Now, unquestionably, if you have 
your plan* and your skeleton organization, such as you have defined it, you cau 
within ceitaiu limits add work at very lrttle additional cost; but when yon dispose 
ot that additional service at very little charge you deprive yourself of earnings that 
would enable you to reduce other charges and further extend the benefits of your 
system to the general public. One man would think the one course preferable, per¬ 
haps, and another the other. You suggest, that there is a product that might be 
sold at a very low figure; in other words, that certain messages to very heavy users 
could ho sold at a very low price. 

q. That is uot the point I am trying to get at at all. What I am trying to get at 
iB whether, after your plant is established, there is not a certain amount of loading 
of the plant which makes it possible, perhaps, for the plant to be run at its full 
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capacity and which, lor all practical purposes, costs nothing, and whether there is 
not a point where that loading can he made for the benefit of all the subscribers and 
will secure a reduction of the rate to each ?—A. Of course, that is what we are aiming 
at, and have been aiming at. Our endeavor, ever since 1894, I may say, has been to 
so arrange our rates as to afford the largest benefits to the public and give them the 
best facilities. Hut there is one that yon must keep in nnnd, and that is the limit 
to the carrying capacity of a telephone lino—not as a single line botween two points, 
but as part of a very complicated and very extensive system of lines, any two of 
which may have to be connected at any moment. One might use his telephone 50 
or more times a day, but such use is only possible when the line over which such 
a number of messages is scut is connected with other lines not used to that extent. 
That line Is so fully occupied by outward messages that few, if any, incoming mes¬ 
sages can he handled o\ er it. Practically it is u busy v to all inquirers. It is obvious 
that all lines could not bo used to any such extent; an attempt to so use them would 
necessarily result iu complete failure. If a large part of the lines were so used the 
service would be inferior and unsatisfactory. Incidentally the costs would he vastly 
increased because of the futile uso of plant and labor in performing the work to 
ascertain that the line wanted is busy. For example, a subscriber in Harlem, let us 
say, wants to reach a downtown point, lie gives his order. The Harlem operator 
and the tiunk line operator do practically as much work to ascertain that the down¬ 
town man is “ busy’' as they would do to put the call through. 'Hie waste of labor 
and plant would be enormous. The avoiage use per line would doubtless be 
increased by lower rates. It has been increased by lower rates, and the New York 
system ma\ to-day be capable of carrying more traflic than it does carry without 
detriment to the service, but these facts may show you that the problem is not a 
simple one. A common statement by those who have uot had experience in the 
matter is that by reducing the rates by half the business would be increased at least 
fourfold, and the net piotits to the company would be increased. If this wvre true, 
self interest alone would lead the telephone company 1o so reduce its rates at once. 
Professor Poisons says in his testimony that a proper rate lbr any large city should 
be$30 a year. I assume that he means this as the proper rate for unlimited use—a 
Hat rate. I have already shown you that wages alone in New York exceed that 
amount per station. Were such a rate fair in New York the New York Telephone 
Company could not hold the field, and ought uot to hold it. 

To show you that our rates are fairly well ai ranged to bring out the results you 
speak of, I may say that in Manhattan we begin at $60 tor GOO messages: then run the 
additional message rate down from G to 3 cents per message, along a graduated scale 
under which at a point within the average trallic carrying capacity of the line, we 
reach about $240. (See Exhibit 1$ at end of testimony.) Now there are a groat 
many people who can not get on with only one line; their business requires more 
than that; and our rates are so arranged that when the tratlic overloads the line 
we can give a private branch exchange, with two lines and with two stations with¬ 
out change of rate. By the operation ot the rate, itself we avoid the busy-lino 
trouble, which, until a short time ago, was the greatest source of annoyance that 
we had. 1 will inseit a card showing these rates at the various points. 

I have spoken of the $60 rate. There is an additional charge for the exclusive 
nse of the line of $15 or less, the idea being that two moderate usois can use the line 
together. Our system is such that we can signal one without signaling the other, 
so that the service is first class. But if a man wants the line exclusively and sends 
only 600 messages, lie pays $15 extra, but that extra charge is gradually worked out 
of the schedule and disappears. At 2,100 messages they are all the same. 

Q. Is there an\ free service to the, city of New York?—A. Not that I can think of. 
The city pays for its service. There may be. a little, here and there a line given to 
the police or fire department as a courtesy, but, speaking generally, the city pays 
for its telephones. 

Q. Have, you any means of estimating the cost per telephone?—A. The cost of 
service per telephone? 

Q. Yes.—A. Well, I think that is hardly a useful figure where you have the com¬ 
plexity of a message rate, because your station is not the unit at all. We do not 
fix the cost that way. 

Q. Your cost, whatever it is, has to include the royalties to the parent company?— 
A. We pay no royalties to the parent company. 

Q. Do you not pay royalties to the Boll Telephone Company?—A. No. We rent 
our instruments from the Bell Telephone Company and pay a rental. 

Q. Is not that a royalty ?—A. No; I think not. 

Q. You do not buy the instruments?—A. No; we rent them, and they furnish us 
efficient Instruments. If they go wrong, as they frequently do, they are returned to 
them, and they replace them with others perfectly good. I think we pay only a fair 
rental, considering the value we get from that transaction, but nothing in the way 
of royalties. 
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Q. Is yours one of the companies that the Bell Telephone Company owns 51 per 
ceut of?—A. Sneaking from general knowledge, I think it owns at least that; but I 
am not a stockholder of either company. 

Q. (By Mr. Kennedy.) Do you follow in any way the practice of the Western 
Union Telegraph Company in giving favors to politicians and public officials—in 
giving franks to them?—A. The State of New York, in adopting its new constitu¬ 
tion not long a^o, prevented the giving of franks to any public official, and since 
the adoption of that constitution no frauk Inis over been issued to a public official 
that I am aware of. 

Q. Would that part of the constitution interfere with the Bell Telephone Com¬ 
pany’s giving free telephone service to an official or politician of the State of New 
York?—A. Yes. 

Q. Or the city of New York ?—A. Not only free service, hut any discrimination in 
favor of that officer. So far as I know, no such discrimination has ever been made. 

Q. (By Mr. Fahquhau.) Does the. newspaper press of New York receive any spe¬ 
cial favors iu respect to rates ? —A. We have no new spaper rates. The larger papers 
take the private branch-exchange service and pay the regular rates. I have a lot ter 
here from the New York Journal. (Beading:) “We liaveiound the branch exchange 
to he of the greatest possible service in the, business of publishing a newspaper. 
We make constant use of the telephone lor intercommunication between our various 
departments, and we have no doubt that this use of the system etleets a saving in 
the conduct of our business equal to the whole expense ol maintaining the exchange.’* 

And that is absolutely regular rates in every respect. 

Q (By Mr. Kennedy ) The case of Grand Rapids, Wis., was referred to in testi¬ 
mony given before this commission. It was stated that under a cooperative plan, 
which the people, have there now, the actual cost to a subscriber Is $3 a year for a 
residence phone and $18 a year for a business phone, and that, prior to that arrange¬ 
ment, the charge by the Bell Telephone Company was $3t> a year for a icsideiico 
phoue and $18 a year for a business phone. 1 should like to ask you if the differ¬ 
ence between $5 a. year anil $18 a year, and $3f> a year and $18 a year, in your opin¬ 
ion, represented clean profits to the Bell Telephone Company?—A. Well, 1 can only 
say, as to that, that 1 will leave it to your good judgment as to whether or not any 
telephone service could be furnished by any company anywhere at $3 a year which 
pursued methods of accounting that would throw into it's accounts all the items of 
expense. But even if you have a cooperative concern where everybody pitches in 
and does everything that is needed to be done, that is, if the cooperators furnish 
the phones and put them up, and do all the work and charge nothing for the time, 
even then it would be difficult to conceive of any efficient service at $3 a year. 

Q. (By Mr. Pitchman.) As far as you know, are the charges for rental of tele¬ 
phones by the Bell company the same to all exchanges throughout the United 
States?—A. That I do not know. 

Q. (By Mr. Kennedy.) The statement is made that in England you can send tel- 
egiams free over the telephone. Does that mean that the charge is the same for a 
telegram that is sent over the telegraph wires and over the telephone wires?—A. I 
do not know just what is meant. 

Q. What do you know about it?—A. In New York, for instance, anyone may call 
either of the telegraph companies and send a telegram by making previous arrange¬ 
ments with the telegraph company for keeping an account there without any addi¬ 
tional charge for the telephone service involved, o\ or and above what he iH otherwise 
charged. 

Q. What lie is otherwise charged by the telephone company?—A. For any other 
business. For instance, to make the comparison absolutely fair, let us take one of 
our old-time stations where, a man paid $310 a year for all the service he got or could 
get over one wire. Now, suppose he arranged with the Western Union company or 
the Postal company for sending telegrams over the telephone. Ho might call those 
offices as many times as he pleased and he was not charged anything iu addition for it. 

(). 1 would like to ask you if there is any monopoly in the telephone service of the 
country, or whether there can be any ?—A. Well, that is a very large question, quite 
beyond me. I do not know that l understand exactly. All things are possible. 

Q. Well, you have a monopoly of the system on Manhattan Island, have you, at 
the present time?—A. We are the only telephone company conducting the telephone 
business on Manhattan Island. 

Q. Therefore, you have a monopoly of the telephone service on Manhattan Island?— 
A. Yes. 

Q. Well, tho Bell Telephone Company has competitors, I judge, in other parts of 
the country?—A. Oh, yes. 

Q. In Indiana and Wisconsin and even some places in your territory? 1 should 
like to ask you whether they have the same facilities lor the. business that you have, 
in instruments and patents and everything?—A. We are all oqual before the law, as I 
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understand it, and i Tone or the other has patents—and they both claim to have—it has 
those possessions under the law of the laud and it is entitled to what they are worth; 
but l know of no inequalities. 

Q. I want to know whether an independent company would bo free to go into the 
city of New York or the city of Washington and set up in opposition to the Hell 
Telephone Company—if that company has a monopoly m any way that would pre¬ 
vent an independent company from doing it. Is there anything in the way of an 
independent company going into the city of New Yorkf—A. Why, yes; there are 
<50,200 telephono subscribers getting efficient telephone service at reasonable rates 
from a company which is continually working to extend its system and to increase its 
popularity among its subscribers. But so far as any legal restriction upon any other 
company s coining into the held is concerned, if it complies with the laws of the State 
of New York and with the regulations of the municipality, I know of nothing to 
keep it out. Wo aie competing on strictly business grounds. 

Q. The statement has been made that the more you reduce the rates the greater 
will be the use of the telephone; and it seems that the independent companies, 
wherever they have come in opposition to the Bell Telephone Company, have reduced 
the rates and increased the service. I wondered if that would not he the effect in 
New York.—A. The general statement that, the more you reduce the rates the greatei 
will be the use of tlie service is quite true. That has been our experience in New 
York. The great reductions and moditications in iatos which wo have made from 
time to time have produced a most wonderful growth and extension of the telephone 
system, increased the use of the service, and made it moie valuable to the public 
iu every way. You may remember that when speaking this morning of the unpar¬ 
alleled growth in our system dining the last (I or # years I attributed it ehictly to 
our repeated modification* and reduction* of rates. But theie is a limit beyond 
which you can n >t go and sin vivo. 1 have show n that m rendering service m New 
York at the present rates the operating expenses take about. *55 per cent of the gross 
earnings, indicating only a *ale ami conservative management. It the percentage were 
greater than that, you could not get capital to make the extensions lequiied by the 
public. 1 have also attempted to show that, as computed with rates in other quar¬ 
ters of the globe, considering vvliat we give for the money and what they give for 
the money, our rates are leasonable; and that the fact that New York has the 
greatest per capita development among cities of its kind and class iu the world 
shows that the public is pretty well satisliod with the sei vice and the rates. You 
must always boar in mind the suggestion 1 made a moment ago as lo the limit upon 
the capacity of your plant. 

Is there a growing mutuality or community of inteiest between the telephone 
Bvstein and the Western Union Tolegiaph system?—A. Why, the Western Union 
Company transmits messages, and the telephone company is. genciallv speaking, 
in the same business. We are both competing for public patronage, but wo do an 
eutirely different •■lass of business. It is not possible to compaiu ibe two kinds of 
husiuess. 

Q. Is there auy community of interest or ownership between the two—the same 
men on both hoaidsof directors, for instance?—A. I am not a diiectoi of the <om- 
pany, but from general newspaper reports you know a* well or perhaps lu ttoi than 
I do that some gentlemen are on both boards. That is a public fat t. 

Q. (By Mr. Phillips.) I><* you or do you not know the directors of the company 
you represent ?— A. 1 know them. I can supply the names, ft is a matter of public 
record. 

Q. Is long-distance tele,phoning displacing to any appreciable degree the business 
of the telegraph companies?—A. I have no exact information on that. 1 think the 
result usually is that if you provide the public, with facilities they use them. If 
you throw a bridge across a stream, you compete iu a certain sense with the feiry; 
but if you watch closely you will find that the ferry and bridge will both do more 
business than before. 

Q. (By Mr. Litchman.) Your company at the present time is a subordinate com¬ 
pany of the American Telephone and Telegraph Companv, is it not!—A. I do not 
know what the legal relations are. 

Q. I asked the question to load up to the question whether, as far as you know, 
the American Telephone and Telegraph Company is doing any telegraph business?— 
A. I do not know'. 

Q. (By Mr. Kennedy.) Have you any information as to whether the long-distance 
telephone of the Bell Company is, in any degiee, outtitig into t-he profits of the tel¬ 
egraph companies?—A. I have no knowledge on that subject at all. 

Q Have you ever heard any complaint under that head from the telegraph peo¬ 
ple!—A. No. If they have any complaints to make they probably would not make 
them to me. 

Q. Is there ever any violation of secrecy in the use of the telephone service? Ho 
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you have any complaints on that hoad ?—A. The State of New York has enacted laws 
on that subject making it a misdemeanor, I think, to divulge telephone messages, 
and I have never had any complaint of that kind. Perhaps it is proper to say that 
once in a great while some subscriber thinks that his conversation has been listened 
to and used; but 1 should say that during my exjyjrience I have not heard, on an aver¬ 
age, two such complaints in a year; and upon investigation L have never found that 
any such divulging of the secrets of subscribers has occurred. 

Q. (By Mr. Litchman.) Docs not your system provide a safeguard against inter¬ 
ruption by an outsider while conversation is going on?—A. Oh, if the wire were on 
a housetop, a man might go there and attach instruments to it and listen. 

CL I mean in the ordinary course of business. Take your wires in conduits.—A. 
There won hi be no means for anyone to tap them. 

CL No; I understand But if there were two or three persons on the same wire— 
what you call unlimited service, but no direct wire—would it be possible for either 
of the other two to break in while one was using the wire, or do you have an attach¬ 
ment by which that is impossible?—A. A lockout? 

Q. That is what 1 mean.—A. No; we do not have any of those tilings, heeanso we 
have very few party lines in service. Nearly all of ours are direct. 

(Testimony closed.) 


E\linin' A. 

CORRESPONDENCE RELATING TO TELEPHONE SYSTEM IN THE DEPARTMENT OF 
THE INTERIOR. 

DkPARTMKNT OF THE INTERIOR, 

, UNITED Sl’ATKh UROLOGICAL SURVEY, 

iranhingtoH , J). C. t January /, /SOS. 

The Secretary of the Interior. 

Sir: I beg leave to invite your attention to the Departmental telephonic system. 
So far as thisofiiee is concerned, during the 2 years that have passed sine© its instal¬ 
lation, there has not been an entire day when it gave satisfactory seivice through 
out the building. It. has been a daily source of vexation, and has caused more 
inconvenience than the old method of sending messengeis to convey communications. 
At times it seems to work fairly well, but there are occasions when iu'the midst of 
a conversation it, will suddenly suspend. 

Frequent complaints have gone from this office to (lie Department, and efforts 
have been made to correct the difficulties, but sometimes the repairer would scarcely 
depart before the same trouble, or worse, would be discovered. 

Unless it can be made into a system that will perform proper service, I have the 
honor to request that it be entirely removed. 

Very respectfully, Ohas. 1). Walcott, Director. 


Department of the Inferior, 

United States Geological Survey, 

September :?8, 1S9S. 

Dear Colonel Kizkr: The telephone on the fifth floor of the Survey building is 
absolutely woi tbless. Much time is lost in trying to use it, and generally a messen¬ 
ger is sent, from the telephone room with the message that our instrument can not 
manage. Can not something be done to improve or replace the tiling? 

Yours, truly, 

F. W. Clark, Chief chemist. 


[Indorsement.] 

, September 28,1898. 

Respectfully forwarded to t,lie dilof clerk, Interior Department. 

This complaint will apply with equal force to every Departmental telephone in 
the Survey building, and it has been repeatedly made over since the inauguration of 
the system. 

1 again urge the installation of a practical system. 


H. C. Kizkr, Chief Clerk. 
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Department or thk Interior, 

General Land Office, 
Washington, D. C., Ootoher 19, ’mi. 

Tbe Secretary OF THE tIw „ or kinge of the Department telephone 

Sir: l have tor y and unreliable, ami tbat although frequent 

to remedy tl>. <1^'^ they appear to result in no 

practical improvement. system be adopted to afford a more 

JUSJ.. 

now reached only by this inefficient system. 

Very respectfully, Hermann. Commissioner. 


Department ok the Interior, 

United States Patent Office, 
Washington, D. C., September IS, 1S97. 

Jlr ' ^'chief Clerk, Department of the Interior, Washington, I). C. 

■ 1 w leave to call your attention to the fact that the telephone m room 83 

5&r-ihfe^s it^asheen 

mmiBmmmsi 

is simply an aggravation. Morton, Chief Clerk. 

Very respeetlully, 


Department of iiik Interior, 
ltruF.Aft of Pensions, Office of the Commissioner, 
Washington , August 2,1898. 

The Secretary of the Interior. 

submit herewith reports from each lor your consideration. 

Very respectfully, jj q laV Evans, Commissioner. 

ance ” etc 6 In none of these reports is the service favorably mentioned.) 


Department of the Interior, 

Office of Indian Affairs, 

Washington, August 16, 1898. 

Hon. E. M. Dawson, ^ , 

Chief Clerk of the Interior Department. 

“y chiefs of division. I sincerely trust that 
you may lie able to supply us with a better service. 

Very respeetlully, ^ ^ Jones, Commissioner . 

(This letter from the Commissioner of Indian Affairs is accompanied by a report 
from 4 chiefs of divisions, in which the following statement is made. . 

“These telephones were put in some 2 or 3 years ago he object s nfraa Jf s 
out at the time, to facilitate communication between the' 8e 7 r e . r “* "' v vr '"™* v6 been 
Burean of the Department. They are a lamentable failure. They wer6 tbe „ 

entirely satisfactory. Even when first put in, and it was supnosed t v havior 
at their best, they were a source of annoyance on accouut ol their erratic 
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contract year, when the numbor of messages sent is less than the number paid for, 
the entire schedule (which advances from 3,600 by steps of 400), will he taken into 
consideration. 

(d) Harlem rate. 

“Harlem," comprising Manhattan Island between 110th and 140th streets; a 
“ Harlem" message being a message to any other station connected with an exchange 
of the company in “Harlem," and a Manhattan or Bronx message being counted as 
two “ Harlem ” messages. 


Harlem messages, each. $0.05 

Minimum monthly charge. 3.25 


Two-station line; individual signaling; contract term, six months. 

For the exclusive use of the lino an additional charge of $1.25 per mouth. 

THK BRONX. 


(e) Flat rates—Business or residence. 


(A local message being a message to any other station connected with an exchange of the company 
in the borough of The Bronx 1 


Ter year. 


Direct line. $90.00 

Two-station line. 75.00 


(/) Message rates—Business or residence. 

[A local message being a message to anv other stution connected with an exchange of the company 
in the borough ot The Bronx ] 


Annual rat 

• to be paid 

Additional 

sages to be 
sent iii 1 

year. Direct line. 

Tv\o-part\ 

line. 

local 

messages, 

each. 

— - - — - 


— 

500 

Sth 

«:w 

fVw/s 

7 

t>0() 

r>i 

45 

7 

700 

00 

51 

fi 

800 

05 

56 

0 

000 1 

70 

01 

0 

1,000 

75 


5 


( g) Melrose two-borough rate—Business or residence. 

[A local message being a message from a station connected with the Melrose exchange to a station 
connected with any exchange of the company in the borough of Manhattan or the borough of The 


Bronx.] 

600 local messages, per year. $90.00 

Additional local messages, each. 10 


( h ) Message rates— Residence only. 

[A local message being a message to any other station connected with an exchange of the company 
in the borough of The Bronx.] 


Three or more station line: 

400 local messages, per year. $30.00 

Additional local messages, each .07 


(i) Flat rates—Residence only. 

[A local message being a message to any othci Btation connected with the same exchange.] 

Per year. 


Direct line. $48.00 

Two-station line. 36.00 

Three or more station line. 24.00 


(j) Commission pay stations (Manhattan and The Bronx). 

Subscribers operating public pay stations will charge the established tolls and pay 
the company 80 per cent of all tolls received, the subscriber to retain, however, not 
more than 5 cents on any one message. 
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STATEMENT OF EDWARD J. HALL, 

Vice-President and General Manager of the American Telephone and Telegraph Company. 

The telephone first received goneral public notice at the Centennial Exposition 
held in Philadelphia in 1876, and immediately following this, attempts were made to 
develop its commercial use. 

At the outset its possibilities wero appreciated dimly, if at all, and with the crude 
instruments and electrical appliances then available its range of communication 
was extremely limited. 

At first agents were appointed by the Bell Company to rent telephones and bells 
for the equipment of short private lines; that is, lines connecting a man's office with 
his factory, or his house with his stable. Each customer built his own line, usually 
employing the agent who rented the telephones for that purpose, and tho agent's 
income was derived from the profit on this construction and a commission on the 
rental charged for equipment. 

Very shortly it became evident that it would be an advantage to tho owners of 
these lines if they could be interconnected at some ceutral point,constituting what is 
now known as a telephone exchange. When this hail been arranged for, applications 
began to come in from customers who desired to bo connected with the exchange, 
but did not care to build thoir own lines lor that purpose, preferring to have them 
lurmsbed by the agent at an annual rental. Such use as was made, by individuals 
of public highways was, of course, unlawful, and no substantial business could have 
been built up on this basis, making it necessary that quasi-public corporations 
should be formed for this purpose. 

Tho construction of these exchanges on any considerable scale throughout the 
country also called lor an investment of capital, which ueilher the Bell Company 
noi its agents could furnish, and steps were therefore taken to organize local com¬ 
panies everywhere, each company having exclusive exchange rights within the area 
allotted to it, and the Bell Company reserving to itself, or to other licensees, the 
right to connect exchanges with each other b\ trunk lines. 

As would naturally bo expected, some of the companies thus organized were pro¬ 
gressive and energetic and others were not, so that in some places the public was 
well served (so far as the crude methods then in use made that possible) while in 
others it was badly solved, and the business inadequately developed. 

So long as the service was pmely local this had no geneially bad effect, but when 
intercommunication between exchange areas was attempted many difficulties nat¬ 
urally resulted. To meet the demand for this intercommunication the Bell Company 
(not itself undertaking to construct and operate lines) issued licenses for lines con¬ 
necting these small local companies, sometimes to parties not holding exchango 
licenses but usually to such licensees, and natural 1> to the most progressive of them. 

The difficulty of maintaining satisfactory interconnecting line service under such 
conditions led to the purchase of many of the local interests by companies organized 
on a larger scale it> opeiate over wider areas. This process brought about many 
improvements both in the better construction and operation of the inteiconnecting 
Hues and also in the local exchanges, which of necessity had to be reconstructed and 
unproved in order to make communication over longer distances practicable. At 
that time tho state of tho art made it impossible, under the most favorable conditions, 
to talk satisfactorily between points any considerable distance apart, but fairly 
good service was given between the largor exchanges and their suburban tributary 
points 

Up to 1885 the apparatus in use was adapted w holly to grounded circuits, and the 
use of iron and steel wire was universal. Lines were constructed on poles or roofs 
of buildings. The use of hard-drawn copper wiie. which has made transmission 
over great distances possible, was unknown, but the possibility of its use had been 
suggested as a means of establishing real long-distance service. 

For the purpose of testing this idea an experimental circuit of hard-drawn copper 
wire was tried, and the result was so promising that early in 1885 the American Tele¬ 
phone and Telegraph Company (which has since been popularly known as the “Long 
Distance Company”) was organized and the construction of a commercial line 
between New York and Philadelphia at once commenced. 

It was 2 years after this before the experimental line was ready for public serv¬ 
ice, and that period was filled with trials and discouragements before a successful 
result was finally achieved. 

It was determined to try tin* experiment on a large scale, and heavy polos, 45 feet 
in length (an unusual size at that time), wore erected. Upon these poles 24 hard- 
drawn copper wires were strung, the method of handling and connecting this wire 
in use to-day being substantially worked out at that time. It was believed that by 
using these wires in metallic-circuit pairs inductive disturbances would be elimi¬ 
nated, but when tho line was finished it was found that conversation on any oue of 
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the circuits oould be readily overheard on any of the others, and that the line would 
be a commercial failure unless this could be overcome. 

Skillful inventors were asked to work on this problem, and after much study aud 
many experiments a successful solution of the problem was finally reached. 

Another serious difficulty was eucouutered in transferring the current from the 
metallic-circuit trunk lines to the grounded-circuit wires which were then used by 
the local exchanges. A method and apparatus for this purpose wore worked out, as 
it was the purpose of the company from the outset not to undertake the method 
which largely prevails in other countries—of requiring users of the Hues to come to 
special toll offices at the terminal points. It was not thought that the American 
business man would take kindl,\ to this waste of time; aud it is believed that this 
policy, then established, has had much to do with the great development of trunk 
lines in this couutry as compared with any other in the world. 

About this period, and following on for the next few years, a number of causes 
were at work leading finally to the introduction of the metallic-circuit service in 
the local exchanges, which, to accomplish this, were obliged to go through another 
era of plant reconstruction. 

Wires had multiplied to such an extent that a general demand aiose to have them 
put under ground where they were heavily massed iu the business centers around the 
large exchanges, and the rapid development of high-tension currents for electric- 
lighting aud street railway purposes tended to seriously impair and, in some cases, 
make almost inoperative the service given in the local exchanges over single wires 
using the ground for a return. 

Inventors were again called upon to devise cables suitable for use under ground, 
and cables have been so far perfected that to day, lor short distances, they are as 
satisfactory as the old overhead wires, and are generally used where wires would 
otherwise be massed on poles in the principal streets of our cities I ufortunately, 
cables are very detrimental to the efficiency of transmission over long-distance lines, 
and every etlort is made to eliminate them in the long-distance service, except in the 
short section from the terminal exchange to the customer’s station. 

At this point 1 might call your attention to the fact that constant and rapid changes 
in the extent and character of service furnished and the continuous reconstruction 
of the plant demanded by the changes in conditions to which 1 have referred, and 
by the perishable nature of the materials and apparatus employed, have made the 
question of rates tor service one of great complexity for the managers oi telephone 
companies. 

At the outset rates were made bv men who necessarily bad had no experience in 
the business, and in many cases they made prices below the actual cost of service, 
and even when they fixed prices which adequately provided for existing conditions 
the increase in si e and cost of exchanges soon tended to make a fixed flat rate 
unproti table. 

The result of this was that miny of the companies were, losing money and advances 
iu rates became absolutely necessary. It was natural that these advances should 
meet with resistance from their customers and become in many States a uiatter of 
legislative consideration and investigation. 

As a result of this study of the subject and the knowledge acquirod by longer 
experience, both parties have come to a better understanding. What helped more 
than anything else to bring this about was the recognition by telephone managers 
of the fact that the true unit of charge is the message, and the recognition by the 
customer that it was reasonable and just that he should pay in proportion to service 
rendered. This makes it the interest of the exchange manager to furnish the best 
possible service in order to promote traffic, and satisfies the small users—who always 
constitute the great majority—that they are not called upon to pay an uunecessarily 
high price for their sen ice in order that great corporations and business houses may 
have service at cost or below. So-called fiat rates are reasonably emiitable in 
smaller places, where the conditions ns to facilities and traffic are fairly uniform, 
but they have no place in the service of a large city where these conditions do not 
prevail. 

Trunk line rates have shown less variation because they were originally started 
on tlie correct principle of charging by the message. Originally the rates estab¬ 
lished were usually about 1 cent per mile for the time actually consumed in conver¬ 
sation, with an allowance of 5 minutes for each message. It having been found that 
many messages actually consumed less time than this, a substantial reduction iu the 
rate was made by reducing the initial message period to 3 minutes and making a 
proportionate reduction in rates, so that the prevailing rate to-day in this country 
is substantially three-tifths of a cent per mile for a conversation of 3 minutes, with 
a proportionate increase for use in excess of that time. 

Stated in another way: The trunk line customer pays one-fifth of a cent per mile 
for each minute of conversation, but is required to guarantee a use of at least 3 
minutes. 

The development of all classes of telephone service in this countrv so greatly 



E. J. HALL!—THE TELEPHONE BUSINESS. 


819 


exceeds that of foreign countries that it is a fair assumption that service and charges 
are comparatively more acceptable to the people here. Speaking generally, the 
charges for service are higher here than in Europe, but there are so many differences 
in conditions, both as to character and amount of service furnished, and as to the 
cost of construction and operation, that it is almost impossible to make a fair compari¬ 
son. The greatest single factor is the low cost of labor in Europe compared with its 
cost here. I understand that this has been fully presented to you by other wit¬ 
nesses, and I will not go into details which would be largely a repetition of testi¬ 
mony already received. 

I want to say a word more on this subject, and that is that in relation to charges for 
long-distance service many of the figures reported from other countries are mislead¬ 
ing; as, for instance, m Germany, between points where the message charge would 
be, say 25 cents, it is necessary, if one desires prompt service, lo make what is called 
an “ urgent call,” for which the charge is three times the regular rate. In Sweden, 
for prompt service, or for service at fixed hours, double rates are charged, while in 
Holland the regular schedule is doubled between noon and 4 p. in. 

In general the number of trunk lines provided in Europe is very limited, and a 
customer has no idea when he will be served unless he offers in advance to pay two 
or three times the tariff rate. 

'flie service is also subjected to many embarrassing restrictions; as, for instance, 
ili England a customer at a public station is absolutely limited to a 3-minute con¬ 
vocation, no matter how much he may desire to coutinuo it, aud this rule also pre¬ 
vails in other countries. The small si/e of many of these countries as compared with 
our own, and their greater density of population, are also very important factors in 
the consideration of any traffic problem. 

\\ hat may be called the present era of telephonic development in this country 
really comment ed with the opening of tho long-distauco line between New York and 
J’hiladelphia on the 1st of January, 1 87. In 1886 aud 1887 lines were commenced 
from New York to Boston and New York to Buffalo, and since that time there has 
been a constant extension and development both of lines and of the apparatus lieces- 
san tor their operation, until at the present time the American Telephone and 
Telegraph Company and 38 associated companies, forming what is known as the Bell 
system, now furnish local exchange service to about 900,000 stations and trunk-line 
sen ice over nearly 700,000 miles of wire.. 

'The capital stock of the American Telephone and Telegraph Company has been 
increased from time to time as its part in this development has required, both for 
the construction of long-distance lines and the purchase of telephones, telephonic 
apparatus, real estate, and stocks representing investment in telephone property. 

The billowing tabic shows the capital outstanding from time to time, the amount 
outstanding July 1 being held by over 8,000 stockholders, or, to be exact, by 8,120: 

Mar. 3, 1885. $100,000 Jan. 1, 1894. $7,250,000 

Jan. 1, 1886. 100.000 1895 7,500,000 

1887 . 100,000 1890. 12,000,000 

1888 . 100,000 1807 20,000,000 

1880 . 2,500,000 1898 20,000,000 

1890 . 4,000,000 1899 20,000,000 

1801. 4,750, 000 1900 . 70,975,500 

1892 . 5,000,000 1901. 89,100,500 

1893 . 5,000,000 July 1, 1901. 94,237,500 

The increase between 1899 aud 1900 was partially due to the purchase of the prop¬ 
erty of the American Bell Telephone Company. 

The authorized capital has been increased to $150,000,000, and stock to the 
amount of $20,709,000 has been offered for subscription at par. In addition, col¬ 
lateral trust 4 per cent bonds have been sold to the amount of $15,000,000, of which 
$5,000,000 have been sold during this year, and are, therefore, not included in the 
last annual report, which I present with and make a part of this statement. 

This report gives full details as to the assets and liabilities of this company, its 
eceipts aud expenses, together with full information as to the plant, and operating 
statistics of this and its associated companies. 

Respectfully submitted. 

Edwd. J. Hall, 

Vive-President and General Manager. 

New Yokk, July 15,1901. 

State of New York, County of New York , ss: 

On the 15th day of July, 1901, personally appeared Edward J. Hall, to me known, 
and known to me to be the vice-president and general manager of the American 
Telephone and Telograph Company, and made oath that the foregoing statement by 
him subscribed Is true to the best of his knowledge and belief, before me. 

[seal.] Harry H. Brigham, 

Notary Publio , New York County. 





















820 


INDUSTRIAL COMMISSION;—TRANSPORTATION. 


EXHIBIT A. 


ANNUAL REPORT OF THE AMERICAN TELEPHONE AND TELEORAPH COMPANY 
FOR THE YEAR ENDING DECEMBER 31, 1900. 

Office ok American Telephone ani> Tkleukaph Company, 

New York, March 26,1901. 

To the stockholders: 

It is my painful duty to record the great loss which this company has sustained 
by the death of Mr. John E. Hudson, October 1-, 1900. He bad held the office of 
president of this company since 1887. Immediately upon the organization of the 
American Bell Telephone Company in 1880 Mr. Hudson became its official attorney. 
Afterwards he was successively its general manager, vice-president, and general 
manager, and aftor 18X9 its president. In all these relations he displayed excep¬ 
tional ability aud sound judgment. He gained the respect and confidence of all who 
were associated with him, as well as of the public, and contributed in large measure 
to the successful development of the corporation of which lie was so loug president. 

The output of telephones from 1891 to the first of the current year and f lie vari¬ 
ous statistics of the companies operating under our licenses are exhibited in a con¬ 
solidated form in the tables which follow: 


Instruments in the hands of licensees, under rental. 
(Th«' figures m lower hue slmw increase lrom year to year.] 


Dec. 20,1891. 

1892. 

1892 

. 512,407 

S 552, 720 ! 

. } 40, 213 

] 566,491 

Doc. 20,1897. 

1898. 

1891 

. \ 13, 771 

j 582,506 

1899. 

1895. 

( 16,015 

\ 671,976 

. \ 92, 170 

1900. 

1896. 

j 772,627 
. \ 97, 651 



S 919,121 
I 149,494 
\ 1,124,846 
/ 205,725 
\ 1,580,101 
t 455,255 
1 1,952,412 
I 372,311 


Extra-territorial and toll lines. 


Jan 1, Jan l,,Jan.l, Jan. 1, Jan 1, Jan. 1, Jan. 1. Jan l.i Jan. 1, Jan. 1, In- 
1892. 189.5 ; 1894. 189.">. 1890 1897 1898. 1899. 1900. 1901 [crease. 

-- ' i ; i i ’ ‘ i ~ 

Miles of pole lines. 41,298 42.894 46,727 49,1524 52.879 00,45:5 «7,7<U 7f>,718 89,292 101,0871 11,795 
Miles of wire.115,088 133,002 154,10(1180,557 215, 087)268, 800 .124,883 385,911 501,832 007,599 105,707 

I l . 


Toll connections. 


The average daily number of toll connections is. 148,528 

Or a total per year of about. 47,800,000 

The toll revenue reported by all companies for the year 1900 was. 1 $8,972,030.90 


Exchanges. 


Exchanges. 

Branch offices. . 
Miles of wire on 

piles. 

Miles of wireou 
buildings .... 
Miles or wire 
underground.. 
Miles of wire 
submarine — 
Total miles of 

wire. 

Total circuits 
Total employees. 
Total stations... 


Jan. 1. Jan 1, Jan 1, Jan. 1, Jan. 1, Jan. 1, Jan 1, .Jan. 1, 
1892. 1893. 1894 1895 189«. 1897. . 1898. 18149. 


788 

509| 

180,139 

14,954 

70,334 

1,029 


812 838 


*i 


867. 

572 


927 

686 . 


9071 1, 
832 


I 


14, 
90, 
1, 

!266,456|307, 
180,402,201. 

8.3761 9, 
|216,0171232, 


i 


539 571 

259 214,676 232,008 260, 324,286,032)327, 
980 16,492] 14, 

21 c| 120,675.148, 

3301 1,037 1, 


l, 525 12.801 12,594 

i 

1,285184,515234,801 
1,850 2,028! 2,818 


791 353,48O|390, 
322.205,891-212, 
970 10,4211 11, 
140 237,186 243, 


674 459,728:530,845i 
0741237,837.264,645i 
091 11,930 14,425 


400)772,989,1, 
i295,904 338,2931 
16,082 19,668 
432)281,695325,244)384,2301465,180] 


025] 1,126 
937 1,008 

I 

315 390,503, 
770 15,329 
634 358,184 


13, 

[282, 

2,075) 2,973 




Jan. 1, 
1900. 

1,239 

1,187; 

509,03eJ 

15,087 

489,250 

3,401 

016,777 l, 
422,6201 
25,741 
032, 946 


Jan. I, | In- 
1901. 


1,348 

1,427 


627,897 
16,833 
705,269 
4,203 


109 

240 

118,801 
1,740 
j216,0l9 
799 


,354,2021337,425 
508,2021 85,642 
32.837 7,096 
800,880,167, 934 


»Not including herein earnings of the American Telephono and Telegraph Company, which will be 
found in the comparative statement of revenue and expenses appended hereto. 
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KXCIIANGK CONNECTIONS. 

The estimated number of exchange connections daily in the United States, made 
up from actual count in most of the exchanges, is 5,668,986, or a total per year of 
about 1,825,000,000. 

The number of daily calls per station varies in different exchanges from 1 to 15.9, 
the average throughout the United States being 7.1. 

The average cost to the subscriber varies, according to the size of the exchange 
and character of tho service, from less than 1 to 9 cents per connection. 

The tables of mileage include the long-distance toll system owned and operated 
by this company. This system consisted on the 1st of January, 1901, of 12,427.63 
miles of pole line and cable, and 167,410.39 miles of wire, connecting 359 offices, a 
gain during the year of 420.80 miles of pole lino and cable, 17,030 miles of wire, and 
36 offices. 

The following comparative statement shows the number of exebaugo stations of 
the companies with which tho long-distance lines directly connect, and which fur¬ 
nish the terminals of that system: 


.January 1,1900. 
January 1, 1901. 


Number | 
of sta¬ 

j tallic circuit. 

tions. 1 

Stations. 

Per cont. 

557,979 

311,129 1 

55.76 

097,074 

j 438,222 1 

02.81 

i:i9,095 

127,093 1 

7.05 


The investment in lino construction, equipment, and supplies for this system up 
to December 31, 1900, amounted to $16,152,020.72. The gross revenue l'roin the toll 
traffic upon these lines shows ;m increase of 13.45 por cent over the amount earned 
in 1899. 

At tho close of the year 1899 the property and business of the American Bell Tele¬ 
phone Company, except its holdings in the stock of this company, were taken over 
by this company. 

The revenue statement appended to this report exhibits, therefore, as there stated, 
the result ot operations of the combined properties for the entire year I960, as com¬ 
pared with the total of revenues and expenses of both companies in 1899. 

Tho exebaugo of shares under the circular of the American Bell Telephone Com¬ 
pany dated April 18, 1900, by the terms of which 2 shares of the stock of tho Amer¬ 
ican Telephone and Telegraph Company wore given for each share of the American 
Bell Telephone Company, has been substantially coinploted. 

By a ciieular dated April 18, 1900, this company ottered for subscription by its 
shareholders 1 new share for each 5 shares held by them after the exchange before 
referred to. 

Of the total bumbor of shares so offered (103,515), 103,018 were subscribed for and 
52,175 shares were issued on August 1, 1900, and 50,8*13 shares on January 15, 1901; 
those remaining (527 shares) were sold by auction and issued in February, 1901. 

Collateral trust 4 per cent bonds to the amouut of $10,000,000 were sold during the 
year. 

The past year has been one of marked progress in the development of the business, 
the increase in number of exchange subscribers having exceeded that recorded in 
any previous year. 

During the last three years tho number of exchange stations has increased from 
384,000 to more than 800,000. This remarkable growth has been due in great meas¬ 
ure to the adaptation of improved methods of construction and operation to the 
needs of subscribers. 

The general adoption of the measured-service system and metallic-circuit party 
lines, with corresponding lower rates, has attracted many thousands of subscribers, 
both business and residence, wbo were previously deterred by the higher cost of 
other classes ot service. 

All this has been brought about, moreover, without impairment of tho quality of 
service. As a whole, the standard of construction and efficiency of service has been 
steadily advanced throughout the country. 

In the larger exchanges the old type of multiple switchboards is fast being 
replaced by relay boards equipped with olectrie-lanip signals and central battery 
plant, installed in buildings specially designed for the purpose and owned by the 
companies. 

Material progress has boon made also in underground construction, so that at the 
close of the year 705,000 miles, or more than half the entire mileage of exchange con¬ 
ductors, were operated under the surface of streets. 









822 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


Most of the gain of exchange stations oonsista of those connected by metallic cir¬ 
cuits. At the end of 1900 there were 538,000 of that class, making an increase of 
154,000 during the year. 

It is doubtless true that in certain localities rates too low to cover current ex¬ 
penses and necessary allowance for renewal have been offered to meet similar rates 
offered by competitors. We believe, however, such conditions can not be lasting, 
and the growth throughout the country as a whole has been of a healthy and sub¬ 
stantial character. 

The expenditure to provide for extensions of the business throughout the country 
has been larger than tnat of any previous year. The new construction completed in 
1900 by this company and the companies operating under our licenses amounted to 
$28,862,970.85. Of this sum, $21,914,542.94 was expended upon exchange construc¬ 
tion and equipment, and $6,948,427.91 upon toll lines. In addition to the above, 
$2,349,103.28 was invested in real estate, to be utilized for exchanges and company 
offices. The entire expenditure for construction, including real estate, to the close 
of the last year has been $168,474,517.83. 

Estimates already made indicate that the extensions of operating plant during the 
current year will require further expenditure on a large scale. 

The year just passed rounds out the quarter century, within which is compassed 
the discovery and application of the art of transmitting speech by telephone. A 
brief review of the development and growth of this new industry, which has become 
so important a factor in commercial and social life, seems appropriate at this time. 

Twenty-five years ago the wonderful invention of Professor Boll was made known 
to the world. Twenty-three \ ears ago the first telephone exchange in the world was 
established in the United States, and from that beginning has been built up the 
great system of exchanges, and the network of connecting lines over which conver¬ 
sation can be held between points over a thousand miles apart. 

Twenty years ago there were 47,880 telephone subscribers in the United States, 
and 29,714 miles of wire in use for telephonic purposes. At the end of last year 
there were 800,880 exchange stations equipped with our instruments, and 1,961,801 
miles of wire were employed for exchange and toll line service. 

The United States has from the beginning held the leading place among nations 
in respect not only of the extensive development of the business, hut in the employ 
meut of modern and improved appliances, tending to greater efficiency of service. 

In connection with the record of development of telephone servico in this country, 
some comparison of the systems of foreign countries is of interest. 

The latest reports that can be obtaiued. part of which are for the year 1899, others 
to the close of 1900, show the countries next in order to the United States, as respects 
the development of telephone service, to be the German Empire, having 229,391 sta¬ 
tions; Great Brit.iin, 171.660; Sweden, 73,500; France, 59,927; Switzerland, 38,864; 
Austria, 32,255; Russia, 31,376; Norway, 29,446. 

As before stated, there were, at the close of last year, more than 800,000 stations 
connected with the exchanges of our licensee companies, which exceeds the aggre¬ 
gate number of subscribers in all the countries of continental Europe. 

In addition to this, there were over 40,000 private-line stations equipped with our 
telephones. 

The number of exchange and toll line connections in the United States now reaches 
almost two thousand millions yearly. 

The suits of The American Bell Telephone Company v. National Telephone Manu¬ 
facturing Company et. a]., and of The American Bell Telephone Company v. Century 
Telephone Company etal., brought under the Berliner patent in the circuit eon it 
of the United States for the district of Massachusetts, were argued before Judge 
Brown in November, 1899. On February 27, 1901, Judge Brown filed a decision for 
the defendants in each case. An appeal will be taken to the circuit court of appeals. 

For the directors. 

Alexander Cochrane, 

President pro tern. 

ledger balances, December St, 1900. 

DEBTORS. 


Construction, equipment, and supplies. $16, 152,020.72 

Telephones..... 4,311,928.75 

Real estate. 1,567,018.85 

Stocks and bonds. 71,719,324.01 

Patent account. 24,101.00 

Machinery and tools. 31,477.94 

Cash and deposits. 1,078,071.70 

Bills and accounts receivable. 5,240,640.27 

American Bell Telephone Company. 22,110,400.00 


122,234,983.24 
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('RKIUTORS. 


$89,100,500.00 
1, 813,199.74 
10,006.000.00 
2,416,363.34 
2,928,709.91 
15,970,210.25 


12-3,234,983.21 
Wm. R. Brivkr, Treasurer. 

March 26, 1901. 

Comparative statement of earninys and expenses. 

KAltNlNHS. 


Capital atook. 

Surplus. 

Bonds. 

Reserves. 

Bills and accounts payable 1 
Coutingent. 




IKK). 1900. 


DiviiU-niU. 

Rental of intrnmenta 

Telephone traffic. 

Heal eat aid). 

Interest. 


$3, 044,90S. 89 
1,714,526 54 
2,608,359.01 
42,285.11 
217,301.53 


$3,846,821.67 
2,427,037.52 
3,027,171.85 
31,824 67 
201,643.50 


7,687,381.08 j 9,534,499.21 


EXPENSES. 


Expenses of administration. 

Legal expenses . 

Interest ami taxes. 

Telephone traffic . 


Net revenue 

Net revenue, 1900. 
Dividends paid. . 


Carried to resen es 
Carried to surplus. 


$591,826.34 $740,259.48 

103,748.46 1 85,134.07 

1,234,275.83 1,376,199.94 

1,487,021 88 1,840,847 86 

3,416,872.51 j 4,048,411.35 


4,270,508.57 1 5,486,057 86 


5,486,057.86 
4,078,601.25 


1,407,456.01 


937,258.22 
470,198.39 


1,407,456. 61 


N. B.—The foregoing statement for 1809 is for the purpose of comparison and is 
made up of the transactions of the American Bell Telephone Company and the 
American Telephone and Telegraph Company in the same form as those which appear 
above for 1900. 

Wm. K. Drivkk, Treasurer. 

March 26, 1901. 


Baltimore, Md., July 23,1901. 

SUPPLEMENTARY STATEMENT OF DANIEL H. HAYNE,* 

General Solicitor Merchants and Miners Transportation Company. 

To the honorable the members of the Industrial Commission, Washington, I). C. 

Sirs : With a view of simplifying the proposed acts which I inclosed to yon in 
my letter of March 3,1 would recommend that an additional act be adopted by Con¬ 
gress to specifically cover the crime of “buying, receiving, or selling any money, 

g oods, bank notes, or other things which may be the subject of larceny, and which 
nve been feloniously taken or stolen,” and thus eliminating this feature from the 
two acts as heretofore proposed. 


1 Of this amount $1,282,277.25 is for the dividends payable January 15, 1901, to stockholders of reoord 
December 411, 1900. 

2 See this volume, p. 423. 

























824 


INDUSTRIAL COMMISSION I—TRANSPORTATION. 


With a view of making this suggestion as simple as possible, I would recommend 
that the two previous amendments to R. S. 4596 and R. 8. 5356 which occur iu my 
former testimony be eliminated, and the following put in their place, for such action 
as your commission and the Government authorities may desire to adopt: 

AN ACT To anioinl section forty-Uvo hundred aud ninety-six of tho Revised Statutes of the United 
States, relating to offenses and puuislnnents. * 

Be it enacted by the Senate and House of Representatives of the United States of America 
in Congress assembled, That subsection eight of section forty-live hundred and ninety- 
six of tho Re\ isod Statutes of the United States be, and tho same is, amended to read 
as follows: 

“Section 4596, subsection 8. For willfully damaging tho vessel, or embezzling or 
willfully damaging any of the stores or cargo, or taking or carrying away, with 
intent to steal or purloin, the personal goods of another, by forfeiture out of his 
wages, of a sum equal iu amount to the loss thereby sustained, and also, at the dis¬ 
cretion of the court, by imprisonment for not more than twelvo months.” 

AN ACT To nmoiid neeiiou fifty-throe huudred aud fifty-six of tho Revised Statutes of the United 

States, relating to crimes arising within tho maritime and territorial jurisdiction of the United 

States. 

Beit enacted by the Senate and House of Representatives of the United States of America 
in Congress assembled, That section tilty-three hundred aud fifty-six of the Revised 
Statutes of the Uuited States be, aud the same is, amended to read as follows: 

“Section 5356. Every person who, upon tho high seas, or in auv place uuder the 
exclusive jurisdiction of the Uuited States, or upon waters within the maritime 
jurisdiction of the United States, takes and carries away, with intent to steal or 
purloin, the personal goods o'f another, shall lie punished by a line of not more than 
one thousand dollars, or by imprisonment not moro than one year, or by both such 
fine and imprisonm ent.” 

AX ACT To amuudsuction titty-three hundred and fitty-seven of the Revised Statutes of the United 

States, relating to erimoa arising withiu tne maritime and territorial iiuiadiction of tho United 

States. 

Beit enacted by the Senate and House of Repn sentatives of the United States of America 
in Congress assembled , That section liltv-thiee hundred and fifty seven of the Revised 
Statutes of the United States be, and the same is, amended to read as follows: 

“Sechon 5357. Every person who, upon the high sous, or in any jilaco under 
the exclusive jurisdiction of tho United States, or upon waters within the maritime 
jurisdiction of the United States, buys, receives, or conceals any mone>, goods, bank 
notes, or other things which may be the subject of larceny, and which lias been felo¬ 
niously take* or stolen from any other person, knowing t he same to have been taken 

stolen, shall be punished by a fine of not more than one thousand dollars and by 
imprisonment at hard labor not more than three years.” 

Respectfully submitted. 

Dan’l H. Hayne, 
(leneral Solicitor. 


Huston, Mass., February J0 f IDOL 

TESTIMONY OF HON. CHARLES FRANCIS ADAMS. 

Former Chairman Massachusetts Railroad Commission. 

The special subcommission met in the rooms of the Home Market Club at 10.07 a. in., 
Mr. Clarke presiding. At 11.40 a. in. Hou. Charles Francis Adams, of Boston, was 
introduced as a witness, aud, being duly sworn, testified as follows: 

Q. (By Mr. Clarke.) You may give your name and post-office address to the 
stenographer.—A. Charles F. Adams; 23 Fort street, Boston. 

Q. Have you been chairman of the Massachusetts board of railroad commissi off¬ 
ers!—A. When the board was formed, in 1869, I was one of the original appointees, 
and I became chairman, I think, in 1872, and remained chairman until 1879. I then 
retired from the board and have had no connection with it since that time. In 1897 
Governor Wolcott appointed me as chairman of a commission to investigate the sub¬ 
ject of the relations between street-railway companies aud municipalities. The 
other members of the commission were Mr. W. W. Crapo, of New Bedford, and Mr. 
E. B. Hayes, of Lynn. We made an examination of the whole subject of Btreet rail¬ 
ways as they then existed and their relations with municipalities; and onr report 
was submitted iu February, 1898, to the Lgi d.iture of Massachusetts, which report 
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is now on file; and, in accordance with recommendations then made, a general act 
was passed modifying largely the relations of street-railway companies, as they are 
called, to municipalities and this law now regulates that subject in Massachusetts. 

Q. Will you please proceed in your own way to give your ideas ol the most recent 
application of electricity to street-railroad purposes and suggest such changes in 
laws or the granting of franchises as may occur to you for the protection of the 
public?—A. The subject is rather a large one, and I do not immediately see how it 
bears very elosch upon your inquiry. The essential feature in the situation is, so 
far as I am concerned, that the report to which I have referred, made by the commis¬ 
sion in 185)8and the legislation passed in accordance therewith is no longer applica¬ 
ble to existing conditions. Hero in M assaebusetts—I do not know how it is in other 
States; I dare say their laws arc more elastic—but hero in Massachusetts to-day all 
our legislation, so far as street-railway companies are concerned, is based upon a 
condition of affairs that has ceased to exist, and the legislation needs overhauling. 
Our report has already become ancient history and, I hold, has little if any hearing 
on conditions existing to-day. A< eordingly, so far as it goes, it is deceptive. I 
think wo have set up a false guide, and a guide which, as considering myself largely 
responsible for that report, 1 have alreadv indicated to our authorities is rapidly 
carrying our Commonwealth and municipalities into a position of a good deal of 
difficulty, from which hereafter they will be forced to extricate themselves at much 
expense and by a \ ery violent effort. That is to say, the legislation in Massachusetts 
is based upon the fundamental piinciple that a street railway is nothing hut an im¬ 
proved lino of omnibuses, or a street-railway company is nothing but a company to 
operate an improved line of omnibuses over a special pavement which they are 
authorized to lay, in combination with other pavement, in the streets of our towns 
and cities. Accordingly our whole principle has been to turn that business over to 
what might be called local management, and each municipality is supposed to regu¬ 
late its pavement and to regulate the line of omnibuses just as they did in the old 
da\s. Our legislation—our whole organization of these companies, is based on this 
principle. It is very much as if, for instance, the great railroad companies in the 
State, of which we now ha\o but tlnoe, in the Commonwealth—the New York, New 
Haven and Hartfoid, the Boston and Maine, and New York Central—were leitto 
the regulation ot on cry town or city through which they pass, and had to look for 
their franchises to the governments of those municipalities. It is only a question of 
degree, and the street-railway eoiporation, as wo call it, has burst through town 
limits. Sometimes we have street-railway corporations which go through at least a 
dozen dillcient municipalities and opeiato roads which are getting up now to 50 
miles; and moreover they have long since tamed to use horses, the motive power 
with which they originally began. They have introduced a new motor—electricity— 
and the fact is, therefore, to-day we have in this State not the old street railway 
and the steam railroad, but wo have the steam lailroad and the electric railroad. 
The motive power is the only difference between the two, except, that the electric 
railroad is allowed to do what the steam railroad is not; that is, it iH allowed to lay 
its tracks in the public thoroughfare and to operate its cars with new motor. 
conditions have chauged in regard to speed, and they are rapidly changing witn 
regard to the methods of doing business. So far our legislators and town authorities 
have not wakened up. The community does not realize the fact that these new con¬ 
ditions are now m their infancy; that the introduction of electricity has entirely 
changed the character of the street-railway company and is i©ally introducing a 
subordinate system of railroads; and they have got to bo treated as railroads, because 
the time is not remote, as is ol>\ ious when these street railways ha\ e got to bo oper¬ 
ated at a rate of speed which hitherto has been incompatible with the joint use of 
the street with other conveyances That is, they have got to be operated, in order 
to carry ou the business which they have, at a rato of 20 or 40 miles an hour, and no 
longer at the rate of 10 miles an hour, which was exeessis e speed when the ears were 
drawn by horses. 

It is also obvious that, in order to perform their functions, they have got to run 
very large cars close together; not in consecutive trains perhaps, but as they do now 
in our subway. Not only that, but they have got to carry freight and perform a 
wholly new set of functions. They have to do this in order to fulfill their mission 
ami accomplish the purpose lor which the> weie organized. In other words, we are* 
going to have in the not very remote future a subsidiary t ailroad system. The steam-, 
railway system will operate over great distances, and handle business of largo volume, 
requiring most elaborate terminal arrangements, a movement which can only be 
conducted by steam and by trains of great size doing the more remote or through 
business—that is, a business extending anywhere from 50 miles to 10,000 miles, and 
which we may call a through or wholesale business. p 

We are now seeing established a subsidiary railroad system operated by electricity 
and accommodating up to 50 miles. Our present legislation does not pro ide for it, 
but we are going through, an experience which will ultimately lead to general legis¬ 
lation. It requires no great observing power to see the form it is going to take— 
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the form of elevated roads or subways iu tho largo cities, such as Boston or Now 
York. This whole evolution is now about 10 years old. 

As a dynamic force it lias not amounted to much until within the last 10 years. 
The growth has recently boon very great, and bo was the growth of the railroad 
svstem in its early days. Compared witn what it is going to be in the year 11150, 
tne electric or subsidiary railroad system is now jimt about where the railroad 
system was iu 1845, 10 years after it got a firm hold in this country. Its appliances 
and its methods are all tentative and elementary. They are going to be developed 
to an extent beyond anything which we can now realize. We haxe no data upon 
which to work. We can only say that if is going to grow until, in proportion to 
the first. 10 years of its existence, it will bo something as surprising as the railroad 
development so surprising in itself. It will he, as 1 have said, in the form of sub¬ 
ways or elevated roads. Tho traffic will then have to he separated at groat expense. 
It will be subject to very severe municipal regulations, as it is iu these cities now, 
where the oars go from the subway or the elevated road out into the country districts. 
In the country districts, instead of running on stieets as it does now, it will get 
off the highways at the earliest possible moment on to a private right of way. It 
will do so for its own convenience and economy, and in order that it may not be 
subject to the restrictions as regards speed in operation, to which it is necessarily 
subjected in tho narrow streets. The community will inevitably insist, and the 
corporations will desire, that the railway lines shall be upon streets especially 
designed for that purpose—broad thoroughfares, avenues of 125 to 150 feet, with 
provision made for both forms of transportation, and where, without interfeiing 
with tho regular vehicle transportation, the electrics can run at greatrat.es of speed, 
carry freight, etc., and perform their functions with a reasonable degree of conven¬ 
ience. 

They are now trying to break through these obstructions in a blind sort of way. 
The tendency now is to go to the legislature and getsome form of special legislation. 
There is a conflict existing between the street railway, as it has got to be, and the 
steam railroad. The steam railioad views tlieelectric railroad with great suspicion 
as likely to interfere with its traffic. Our w hole legislation is tending to-day, and 
is likely to involve the community at no remote period, in a position from which 
they will have to extricate themselves exactly in the waj in which the railroad has 
extricated itself from the position in which it originally started. Now in every one 
of our great cities they are endeavoring at enormous cost to separate the traffics, 
and so put themselves in ;i position to pei form their functions without great friction 
and extreme cost. 

We have been studying tho tiling all over the country. Here in Boston we have 
been grappling with the question of separating grade crossings. We originally 
permitted them w ithout any idea they were going to be a source of serious incon¬ 
venience; but they became intolerable, and we are separating them, at enormous 
cost to the municipality and railroads. 

Take such a line as the Boston and Providence. Every person who remembers 
that road in its early dajs knows it ran through a region which has now become 
crowded, and the question is to elevate the track, which has been done at a prodig¬ 
ious cost to both the community ami the railroad. To render it possible to conduct 
the two forms of travel without interfering with each other, the street railway 
will have to do the same thing in an aggravated degree The present situation 
will become intolerable, and the traffic will have to be separated. 

In Syracuse, Rochester, and other cities the separation of the highway from the 
railroad traffic has involved engineering feats of great difficulty and enormous cost. 
Perhaps the most striking caso in the country is the work done recently by the 
Pennsylvania Railroad Company in Jersey City; and I take it that the most difficult 
problem in the country in that lespect is that now presented in Chicago, where they 
have got to separate the traffic, no matter what it costs and no matter what 
engineering feats it may require. 

1 am not now' prepared to formulate any system. It is a difficult problem. 1 
merely say that the report of our commission, though only years old, owing to 
the immense development of electricity that has taken place and the change of 
conditions, so far as it is any guide at all, is a false guide; ami it is ranidly getting 
our communities into a snarl from which they will extricate themselves at some 
future, time with great difficulty and at very large expense. This was not our fault. 
We made as good a report as was possible under the circumstances as they then 
existed. The difficulty is that those who have the shaping of our legislation have 
not awakened to the fact that a new power has come into existence which requires 
radically different treatment. They must go back in legislation and build from a 
new foundation. The day for treating an electric railroad like a line of omnibuses 
running on tracks laid down iu the streets is gone, and gone forever; and the sooner 
they wake up to that, fact and frame their legislation to meet the new conditions the 
better it will be for all concerned in the not remote future. 
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That is all I have to say. I can only add that if the legislature should ask me 
today what chaugcs I had to propose in existing legislation, I should answer, “ I am 
not prepared to say.*’ It would require probably a year’s study of the situation, just 
as before Our commission, 3 years ago, was organized in June, reported in Jan¬ 
uary, and the bill was passed in May. Therefoteits work occupied just 1 year. If 
that same problem were to be placed in the bauds of another commission to-day, 
to draft, suitable legislation to meet existing conditions, it would require a study by 
specialists and men who had given much attention to the subject for about l? 
months to make report, and it would then require another 0 months to shape the 
necessary legislation. 

It is not easy to frame legislation in a way to commend itself to the interests and 
judgment of existing coiporations. They are very jealous. They do not take hold 
of new ideas very readily. They look with great suspicion on innovations. They 
always ask how they are going to affect them.* It is accordingly very difficult, as 
we all know, to lraine legislation which will be effective, and at the same time 
practical. 

Q. (15y Mr. Clahkk.) Are tho oloctrie lailroad companies of Massachusetts organ¬ 
ized under special charters?—A. No; under a general law, but they have to obtain 
their franchises from each municipality; and each municipality (o-day is imposing 
new conditions, and very properly. They are asked to give the use of their streets, 
and in many eases the exclusive use of streets. Therefore they exorcise their inge¬ 
nuity iu devising new and difficult conditions which are becoming more and more 
restrictive so far as operation is concerned, and which the corporations are more and 
more anxious to avoid. 

Of course the original desire of the corporation was to got the right of way given 
it for nothing. The railroad corporations, their competitors, bad to purchase then 
rights of way at great cost. The franchise cost nothing at first. The company 
simply laid down a track, but the tracks so interfered with traffic that, that half of the 
highway could only he used lor the street railway It then became necessary as the 
community increased in population, etc., to widen that highway. Then they found, 
as here iu Boston, that they had given the half of tin street to the railroad company, 
and were expected to widen the street, to accommodate the increased traffic at their 
own expense. Of course that condition could not long continue. The community felt 
that the railroad company should bear a portion of the expense or even the whole of 
it, and therefore there came to be more and moie conditions imposed as to speed, as 
to rate of fare to be charged, as to carrying school children at half price, as to the 
expense inclined in widening thoroughfares, astoonethingandanother, until we are 
rapidly coming to the point where it will lie felt that it is necessary to separate tho 
traffic, just as in the case of the steam railroad. That is looming up before us. 

In the West they are far ahead of usin this respect, because in the West these lines 
now run for miles and miles on private right of way through the country. They 
are accommodating themselves to the facts more rapidly than we, and saving them¬ 
selves the great future expense which we are inclining. 

Q. When you speak of the separation of the traffic, do you mean at the crossings 
of the railroad and the highway?—A. No; that will never cause any great difficulty. 
It will take care of itself, because it will be to the interest of the lailroad to stop 
at crossings to take on and let oft passengers. The traffic is of such a nature that, 
having no stations, or only a very few at terminal poiuts, the question of local 
crossings will regulate itself without trouble. 

Q. Do you know of the company formed to build an electric road for high speed 
between Boston and Worcester?—A. Yes; I know something of it, but not of the 
details. 

Q. Do you know of the conditions imposed by the city of Newton for the franchise 
of that company?—A. No; 1 do not. Theie is hardly a town in the Commonwealth 
that is not struggling now over this question. My attention was first drawn to it 
by the town of Lincoln, on the Fitchburg Railroad. That is a country residence 
town ; so much so that there is only one shop in it, a little country store, and no 
other place of business. It has only some 1,20(1 inhabitants. Two electric roads 
wanted to go through. Their representatives said very frankly that they wanted to 
passthrough Lincoln to get to Concord; they wanted to run through Lincoln at a 
speed of 30 miles an hour; wo were to give them a right of way for nothing on one 
of our thoroughfares to be used for an electric railroad, although the Fitchburg 
road, which ran through the town, had bought its right of way at an enormous 
expense and incurred all the expenses incident to a steam railroad. That immedi¬ 
ately brought up the question of conditions. They were of every character, from 
the amount to be paid for the right of way, and the conditions the company was to 
enter into to protect and widen it, and accommodate it to the business, to the num¬ 
ber of times they would stop, to the rates of faro they would charge—every con¬ 
ceivable condition. I presume it is the same thing in Newton. 

All that is part and parcel of the old theory under which the street railroad is 
supposed to be a horse-car line and merely a matter of local interest, whereas this 
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very railroad you are speaking of (the one to Worcester), 1 take it, runs through a 
dozen townB, It has to face tho regulations and the selectmen of a half dozen towns 
and satisfy all. I hold it is impossible. 

(^. What is the distance?—A. It is 44 miles. They have got to stop frequently, 
and when they get to a crowded neighborhood they have to run 10 miles an hour, 
or whatever it is, so that when you take out.the stops and the places where, for 
safety, they must run at a low rato of speed, there is no escape from a great speed 
elsewhere. 

($*Ab a practical railroad man, do you think that a single car, however heavy, 
can be run at tho rate of 20 or 30 miles an hour with safety.—A. 1 do not know any¬ 
thing to prevent it. They are getting these cars up to a weight wholly different 
from the old car. The oid car certainly could not so run. It would be oil’ the 
track at every turn. But they are getting to a solidity of track not in any way differ 
entfrom the railtoad. The permanent way is of the most solid character. I do not 
remember how many tQiis their cars weigh. I am not informed in that portion of 
the details of the electric business, but my impression is they are getting their cars 
up to a weight of 20 and 30 tons. Are they uot? 

Q. I am not aware of the weight of the car, but at whatever weight it will be 
lighter than a steam railroad train with a heavy locomotive and heavy cars which are 
held together by the Miller compression buffer with 80,000 pounds pressure between 
each car, will it not?—A. They are undoubtedly lighter, but with a weighted car of 
15 or 20 tons and with a good permanent way you can run pretty fast. 1 must 
add that so far as the running of an electric road in its present lorm is concerned 
I do uot profess to be an expert There are already roads that run trains of cars. 
To Nantasket Beach there is a regular railroad operated by electricity. The distinc¬ 
tion between the steam railroad to-day and the street or electric, railroad is shadowy. 
It is merely a change of motive power; otherwise they are the same. 

Q.- You have been president of tho Union Pacific Railway Company?—A. Yes; 10 
years ago. 

•sQ. You have traveled very extensively and are familiar with railroads in Europe 
and you have been tho author of books on railroads?—A. They are all antiquated. 
Very few scientific books are worth anything after 5 years, science moves rapidly in 
these days. Except, the repoit of the commission of 3 years ago, I havewntten 
nothing for 10 years whatever. 

Q. Have you seen tho street, railroads in Glasgow which are operated by the 
municipality?—A. I have. 

What is your opinion of that system compared with our American system?— 
A. That Glasgow' system of which you hear so much is nothing but a very imperfect 
American system—acknowledged to be such. The manager of it does uot profess 
anything else. 1 bail a great deal of talk with him. It is all rubbish what you hoar 
of thejBystems in Europe. So far as they arc good, the.v are built by American com¬ 
panies and on American lines, subject to such lesfcrictions as tho European commu¬ 
nities have seen fit to impose. There is not a system in Europe that I have seen or 
have any knowledge of which would, for instance, bear any comparison with the 
system we have here in Boston to-day,. 

Q. What is the fare on that system in Glasgow?—A. I do not know what the 
minimum is; I think it is a penny—2 cents. It is according to distance, as I recol¬ 
lect it. You state where you are going and they punch your ticket, and you pay a 
penny or a penny and a half, 2 pence, and so on. The system is not. adapted to our 
needs here. 

One of the most curious facts connected with our railroad system here iu Boston 
is what is known in summer as pleasure travel The people living in town get into 
these electric cars and for 5 cents are taken out and given an exchange ticket on 
another line, and for 10 cents they ran ride 15 or 20 miles and pass the entire evening. 
That is wholly unknow'n abroad, so far as I kuow. 

Q. It is rather new here.—A. Here it is a system which has grown up under our 
American methods. We went into it very elaborately in the report I have referred to. 
The European principalities are very restrictive; they have been so afraid of being 
cheated—they are so afraid some one is going to get the advantage of them that 
.they cheat themselves, and will not give an opportunity for that development which 
is essential to any enterprise. All the companies want is to get their money back, 
and they get it back by giving the poorest of accommodation and managing theii 
traffic, so far as lam familiar with it, in the most niggardly way. They give a better 
management than the original systems of tramways to which the people there are 
accustomed, but as compared with what you see in American cities, 1 assure you 
there has been more rubbish and misstatement and misinformation talked on that 
subject than on any other subject my attention was ever drawn to. Aud when 1 
went abroad and looked into it with the idea that 1 could learn something 1 speed¬ 
ily came to the conclusion that there was absolutely nothing for us^to learn in 
Europe; so far as they had anything up to date it was purely American, American 
appliances put in by American companies. And 1 have no question if thp theorists 
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who talk on this subject had made the investigation which I have made, and had 
done it with the intention of arriving at the facts and not supporting a theory, 
they would state the same thing—that we have nothing whatever to learn on that 
subject from Europe. 

Q. Now that we have touched this subject of municipal ownership of street-rail¬ 
road accommodations, are you willing to express an opinion as to the desirability of 
the Government takiug over the entire railroad systems?—A. 1 think it is humbug. 
1 do not want to talk about it. It seems to me puie trash and 1 do not care to dis¬ 
cuss it. The Government has as much as it can do now. If you want tohave 
$250,000,000 more of a pension list, all you have to do is to go into something of that 
sort. If others wish to discuss it they can; to me its discussion is a waste of time. 

Q. You know something of government owned and operated railroads in Europe ?— 
A. I have no respect lor them whatever, com pared with our railroads in this country. 
The best railroads in Europo are the English railroads—by far the best—and those 
are loft to private enterprise, and are handled accordingly. I have no faith what¬ 
ever in government owneiship of industrial enterprises. If left alone individual 
ownership will beat the government every time. 

Q. We should like very much to receive your opinion on the pending consolida 
tion of great railroads in this country, if von have formed an opinion?—A. I see 
nothing whatever to interfere with it. I expressed my views on that question 
years ago, ami see no reason to change them. It is a thing that should be left 
to work out its own results in its own way with as little hampering as possible. It 
has worked far in that direction sineo I have had to do with railroads in Massa¬ 
chusetts. Wo have only three corporations now. The talk of monopoly has died out. 
It is found that a lar»o corporation, while its political power is undoubtedly great, 
has proportionately increased responsibility, and it is tar easier to handle it, and it 
gives better and moro satisfactory service, than a number of small corporations that 
you can not put your linger on. As I say, here in Massachusetts, all the jealousy of* 
great railroad corporations has disappeared, and it has disappeared largely in view 
of the fact that the peoplo get better service, more satisfactory results, from the 
consolidated concern, and the dangers which were apprehended do not exist. 

What I have said has taken a far wider range than 1 anticipated wheu I came in. 
and 1 state frankly that the whole subject, except in connection with street rail¬ 
ways, has uot occupied my attention for 10 years. 1 do not propose to give any 
attention to it again. It is a subject T am tired of, and am ready to leave to others. 
Therofoio, upon ev cry thing except as to street railways and their relation to munici¬ 
palities, I speak subject to correction and from impression. 

Q. (By Mr. Lik iiman.) Have you any changes in legislation to suggest that you 
think would be applicable to the line of thought you have presented this morn¬ 
ing?—A. I have nothing to propose. That would be a matter for careful study. I 
do not myself believe in changing legislation precipitately. Such changes ought 
to be carefully matured. The difficulty is we toss legislation together. If wo had 
far less legislation we would he much better off. If this matter is going to be 
handled, it ought to he handled with great deliberation and on a thorough under¬ 
standing of the. situation. And you can lie very sure—absolutely sure—that what¬ 
ever is formulated has got to pass through ail ordeal of criticism, tirst, from the 
existing street railways and then from the sto mi railroads. This is always the 
case, and, 1 suppose, necessary. 

Q. Do you think an electric railroad could ho incorporated under the general rail¬ 
road act of Massachusetts?—A. I no not see why not. I am not aware of anything 
in the act which prescribes that the road has to he operated by steam. I do not 
believe, for instance, that the Oohasset. Railroad had any special act. It simply 
adopted electricity as its motive power, instead of steam. 

Q. That would carry with it the right of eminent domain—the right of taking land 
under eminent domain?—A. I should have to look at the law carefully before I 
answered that question, more carefully than 1 am now disposed to do. I should 
not. care to express an opinion. 1 am very sure of one thing—in order to seotflre 
satisfactory results we will have to have a great deal of new legislation. 

Here the testimony of Mr. Adams was closed. Later an informal conversation 
took place between Mr. Adams and Mr. Stimson, in the midstof which the stenogra¬ 
pher was instructed to take it down, Mr. Litchman introducing the subject, as fol¬ 
lows : 

Mr. Litchman. Mr. Stimson was asking if the local franchises were permanent, 
and Mr. Adams was making a statement on the subject which was important. 

The Witness. The franchise of Massachusetts street railways has always been an 
indefinite franchise, granted by the localities through their streets, and subject, to 
revocation at any time at the arbitrary judgment of the local authorities. A more 
absurd tenure could not be imagined, ami one would not expect that any large 
investment of capital could have been developed tinder such a ridiculous practice; 
and yet, on 'the whole, that, illogical, absurd tenure of franchise has worked better in 
its results than any other system yet devised. We went into this subject very 
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elaborately in the report, of which I shall be happy to send you a copy. Contrary 
to our whole impression, when we entered on our investigations, we were agreed 
that better and more satisfactory results, politically and economically, had been 
produced under the Massachusetts form of franchise than under any other we had 
heard of. 

In many of our Western States the renewal of franchises has been one of the 
most crying causes of municipal corruption. These renewals are always coining up, 
and every time they come up there are allegations of corruption, and* bargain and 
sale, which are, to say the least, scandalous. What there is in it I do not know, 
and it is none of my business; but that system of renewing franchises has not 
worked well—I mean the system of limited-time franchises, subject to renewal. 

Q. (By Mr. Clarkk.) Is it not the law in Massachusetts that the selectmen of the 
town in granting franchises do not act as officers of the town, but as officers of 
the Commonwealth?—A. I believe that is the theory of the law, but it works badly, 
as you well know. It works badly simply because they are no longer granting a 
permit to run a line of omnibuses on Washington street, which used to be the case 
formerly: but they are now called in to exercise a partial jurisdictiou. The ten¬ 
dency of legislation has been to leave the granting of franchises nominally as a 
local option, but to give more and more an appeal to the railroad commissioners in 
case of difficulty. We have found a way (and it is not a bad way at all; it is a very 
good way) of working legislation to practical results without much regard to theory; 
and l distinctly say if is, on the whole, the best system of streot railway legislation 
there is. 

Q. Asa matter of fact, do not the people of the several municipalities take so 
much interest in this that they bring to bear upon the selectmen or the city councils, 
as the case may be, the piessure of public opinion?—A. Oh, yes. I think there is a 
great deal to be said in favor of the system, and if I believed that the electric rail¬ 
roads could go ou operating forever under the joint use of the highway, etc., I 
should not be disposed to change the system any more than we changed it 3 years 
ago. We changed it but little. We then took just the position you suggest, and 
left well enough alone. The only thing that 1 say now is that a new force has 
developed, which has burst through its swaddling clothes, and can not be confined 
much longer. All that brought me here to-day is to call the attention of the com¬ 
munity to the fact that the infant is getting to be a pretty big man and his present 
clothes will not hold him much longer. He has got to have a new suit; that is 
what it comes to. 

Q. (By Mr. F. J. Stimron.) Have you formed an opinion that this new legislation 
should prohibit local authorities from granting franchises on public highways?—A. 
I believe that matter should be left to regulate itself. If they choose to put railroads 
in the highways, let them put them there, and they will soon find—both the people 
and the railroad -that it is to the interest of neither party that they should be there. 
The thing I am clear about is so to expand legislation as to permit the separating of 
highways and street railroads, instead of which the authorities are now compelled 
to put the railroads on the highways and nowhere else. I should make our legis¬ 
lation more elastic, so that these electric railroads would have more power to develop, 
instead of being, as they now are, men forced into the clothes of a child. 

(Testimony closed.) 


Washington, 1). C., Maroh 6,1900. 

TESTIMONY OF MR. VAL FITZPATRICK, 

Third rice grand master, Brotherhood of Railroad Trainmen. 

The commission met at 1.45 p. m., Chairman Kyle presiding. Mr. Val Fitzpat¬ 
rick, third vice grand master, Brotherhood of Railroad Trainmen, Cleveland, Ohio, 
was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Senator Kyle.) You may give your full name and address and your busi¬ 
ness to the reporter.—A. Val Fitzpatrick; third vice grand master of the Brother¬ 
hood of Railroad Trainmen. 

Q. That is, of the United States?—A. United States and Canada. 

Q. Where is your residence?—A. Columbus, Ohio. The head offloe of the organi¬ 
zation is at Cleveland, Ohio. 

Q. You are conversant with this Reading Railroad trouble, are yon?—A. Yes. 

Q. Will you Btate as briefly as yon can to the members of the commission what 
there is of it, beginning lit its inception and coining down to the present time?— 
A. I wonld like to submit or make a statement of the character of the organization. 
I would like to state that the Brotherhood of Railroad Trainmen, through its grand 
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master, filed certain charges with the Industrial Commission against tho Philadel¬ 
phia and Heading Railroad. The character of the organization is host stated in its 
preamble, which was formulated at the instituting of the Brotherhood of Railroad 
Trainmen, and which, I might say, has never been changed from that day to this, 
which is upward of 17 years. The preamble roads: 

" PREAMBLE. 

“To unite the railroad trainmon; to promote their general welfare and advance 
their interests, social, moral, and intellectual; to protect their families by the exer¬ 
cise of a systematic benevplence, very needful in a calling so hazardous as ours, this 
fraternity has been organized. 

"Persuaded that it is for tho interests both of our members and their employers 
that a good understanding should at all times exist between the two, it will be the 
constant endeavor of this organization to establish mutual confidence and creato 
and maintain harmonious relations. 

"Such are the aims and purposes of the Brotherhood of Railroad Trainmen. 

The chief features of our organization are: First, education. We believe that it 
is easier to reason with men of education than it is to do business with men who are 
ignorant of those things that confront them in their employment. The wages and 
hours of labor are also a consideration. Wo have lost no opportunities to see to it 
that the men receive a fair compensation for their labor, and its equivalent in hours 
of labor. 

q. Was that not the chief object in the formation of your organization?—A. No; 

I might say it was not the chief object of tho formation of our organization. The 
chief object in the formation of our organization was to insuro the lives of its 
members and protect, their dependents. To that, end last > oar the Brotherhood of 
Railroad Trainmen have distributed among widows, orphans, and their disabled 
members $67.”),000. 

q. You found, however, that your interests could bo best served by organization 
of that kind as regards tho wages paid and hours of labor, and so on ?—A. The wages 
and hours of labor were an after consideration. The manner in which the organiza¬ 
tion proreeds to take up those questions pertaining to rules, hours of labor, and 
iat.es of pay can best he given by reading that part of its constitution, which goes 
to show that we have no agitators, or no ono going over the country hunting trouble; 
that if any grievances arise they spring from the individual members. Rule No, 5 
of the general rules of tho constitution of the brotherhood reads: 

"consideration ok grievances. 

"No. 5. Any member considering that he has been unjustly dealt with by his 
employer, or that, ho is otherwise aggrieved, shall make a statement of the grievance 
in writing, securing tho signature thereto of a majority of tho membors of tho lodgo 
employed on that division, and present the same at a meeting of tho lodge. The 
lodge shall then determine, by a majority vote of the members present, employees 
of the division, whether to sustain or reject the grievance. Should tho grievance bo 
sustained the local grievance committee shall lay the matter before the train master, 
superintendent, or other proper officer, and uso every means to effect a satisfactory 
settlement and report their action aud all things pertaining to the case to tho lodge. 
If the result is not satisfactory it may he referred to the general grievance com¬ 
mittee for further action.” 

By following out this manner of proeeduro it takes a grievance out of the hands 
of tho man who is agrieved and places it in the hands of conservative men, men who 
are not in anywise interested, and who are more competent to decide whether there 
is a j list grievance or not. It then comes before tho executive officors. Before enter¬ 
ing into a contlict the grievance has got to he submitted in writing, in circular form, 
to the membership. They have to decide whether there is sufficient grievances; or, 
in other words, whether thoy can enter iuto a conflict. Then it must pass tho 
approval of the grand master, or his duly accredited representative. In 16 years 
and 7 months the Brotherhood of Hailroad Trainmen have been engaged in 2 
conflicts; in other words, in 2 strikes. I believe this will go to show that the 
organization is conservative, and that its policy is largely one of conciliation and 
arbitration. I might state that these 2 conflicts were settled by committees of 
arbitration. 

Q. What years were these?—A. I think one, the first, was in 1892; the second was 
in 1894. 

Q. Neither settled under tho new bill passed by Congress a couple of years ago iu 
your behalf?—A. No, sir. 

Q. That was a bill particularly pushed for your organization, was it not?—A. Yes. 

Q. The arbitration bill?—A. Yes. 

16a-53 
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Q. I remember your organization appearing before us by your representatives.— 
A. Yes. 

Q. And it was considered a very good bill!—A. Yes. 

(j>. I tbink your representative stated that in case that bill became a law strikes 
would bo reduced to a minimum, and thoro would be practically none of them at 
all.—A. 1 think it lias had some effect in reducing the number of strikes. 

Q. You may state, then, before you go further, the number of railroad employees 
that are included in your organization.—A. The membership of the Brotherhood at 
the present time will number over 38,000. 

Q. And the kinds of employees?—A. They are principally switchmen, brakemen, 
and conductors. 

Q. There is a separate organization then for firemen and engineers?—A. Yes, and 
there is a separate organization for conductors also, but we have quite a number in 
our organization who have been promoted from the position of brakemau to con- 
ductorsliip and still maintain membership in their Brotherhood. 

Q. Do you affiliate with the Brotherhood of Locomotive Firemen and Engineers 
in any way?—A. Yes; we do. We are closely associated with them. Tn fact, not 
only with the organizations of railroad employees, but I believe we are closely asso¬ 
ciated with all labor organizations. 

Q. Exactly; but in a little different sense you are associated with those you speak 
of?—A. Yes; our interests are so close that it brings it closer together than it would 
other organizations; the relations ai'e different. On January 14, 1900, I organized a 
lodge of the Brotherhood of Railroad Trainmen at Sliamokin, l’a. 

Q. (By Senator Kyi.k.) They have never had an organization of that kind there 
before?—A. No, sir. 

Q. But you have organizations of your order along the line of the Reading road, 
have you?—A. Yes, sir. 

Q. (By Mr. Ratciifoud.) Before you pass from the general explanation as to the 
purposes of your organization 1 should like to ask a question or two. Yon spoke, 
of $675,000 being distributed among the membership last year?—A. Yes. 

Q. I should like to undeistand how this money is raised and what is the purpose 
in distributing it?—The manner in which the money is raised is as an assessment 
on the membership levied fiom time to time. 

Q. A voluntary assessment?—A. Yes, sir. It is a condition of membership. It is 
levied for each month. This falls into a fund known as the beneficiary fund, from 
which wo pay all claims that arise iu that department, such as death and disability 
from whatever cause; it may lie incurable consumption, locomotor ataxia which 
railroad men are frequently afflicted with, or an injury in their employment which 
incapacitates them to earn a livelihood. 

Q. Is there any out-of-work benefit?—A. The subordinate lodges regulate that; 
that is within the province of the subordinate lodge. 

Q. Well, now, this tund is what is known to your organization as the insurance 
fund, is it?—A. Yes. 

Q. Have the railroad companies insurance funds also, of their own making?—A. 
No, not generally ; it is confined to a few. The principal roads that I know of are 
the Chicago, Burlington and Quincy; the Baltimore and Ohio; Pennsylvania; and, I 
understand, thoSouthern Pacifie are going to inaugurate the insurance features this 
year, sometime early in this year. Those are about the only large systems that I 
can recall at the present time. 

Q. Well, is this insurance, known as the company’s plan of insurance, generally 
agreeable to tho railway employees?—A. I believe yon mean the so-called voluntary 
reliefs of the railroad companies? 

Q. No; I do not mean that. I mean tho insurance that is gotten up by tho 
company and managed by the company. They may call it voluntary, but we have 
testimony before this commission, 1 believe, showing that it is the reverse of vol¬ 
untary.—A. I met last year upward of 15,000 railroad men who are connected 
with our organization and other organizations in the train service, and 1 ha\e failed 
to find a single one that has approved of tho plan or working of the railway insur¬ 
ance associations. 

Q. (By Senator Kyle.) Will you explain to the commission the methods of tho 
railway companies.—A. In employing men they must pass a doctor’s examination, 
and after they are given employment they are placed upon the rolls of the relief asso¬ 
ciation. Thev have no jurisdiction over that part of the matter. I might say they 
have no jurisdiction is discontinuing their payments. As long as they remain in the 
service of the company they have got to keep on paying these assessments. 

Q. Yon mean a certain amount is extracted from their salaries?—A. Yes. 

Q. (By Representative Ot.tkn.) In other words, it is not a voluntary payment - - 
A. The men do not so consider it. 

Q. (,By Mr. Katchkoiih.) Employment as a railroad brake man is conditioned upon 
membership iu that association, is it not?—A. Yes; that is my understanding of the 
manner in which they work. 
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Q. Has that system the effect of exempting railway companies from liability in 
case of accident or death to the employee?—A. Yes; and the numerous decisions 
which have been rendered by the courts throughout the country aro the best 
evidence of that. I believe they can bo found in Mr. Carroll D. Wright's bulletin 
from time to time. 

Q. (By Senator Kyle.) The employees do not sign an agreement, do they, when 
they become employees of the company that they will accept this insurance in lieu 
of all other claims against the companies for injuries?—A. Yes; I think, if my 
memory serves me right, that is one of the conditions. 

Q. (By Mr. Kennedy.) Is there such a voluntary relief association on the Reading 
system?—A. I believe there is. 

Q. You do not know?—A. I am not positive of that, but I am inclined to believe 
there is a voluntary relief association there. 

9,. (By Mr. Ratciifoud.) Tho question was with reference to employees waiving 
their claims for liability in case of aceideut or death, and the question leading up 
to that was whether or not they sign a paper in becoming members of this so-called 
insurance, waiving such claims.--A. Yes; I consider that by them joining the relief 
association they waive all right to recover for personal injuries or otherwise. 

9. Can you piesont this commission now, or at your convenience, a paper such as 
is presented to an employeo asking him to waive such claims, by any railway com¬ 
pany?—A. I believe 1 can; yes. 

9- We will be glad to liavo it.—A. I will try to furnish you that paper. 

By Mr. Kennedy. I suggest, you go into the Reading trouble now. 

9 (By Senator Kyle.) Yes, proceed. You spoke about having organized on Jan¬ 
uary 14. —A. January 14 of the piesent year I organized a lodge at Shamokin, Pa., and 
on my arrival in Shamokin I found quite a number of the proposed applicants had 
been discharged on account of their being about to become members of tho organi¬ 
zation. 1 might state that some of these men belonged to the Brotherhood in a city 
distant fiom Shamokin. Their membership was never known by tho officials. It 
was discovered that some of these men wero 1 he prime movers in instituting this 
lodge. A few days before my arrival they wero dismissed from the service of tho 
Philadelphia and Reading. 

9- Will you please state to tho commission the nearest city to Shamokin where 
there is a lodge of this order?—A. Tho nearost is Sunbury. 

9- How far away?—A. About 12 miles. 

9 . On the same railway division?—A. Yes. 

9 . So the same railway officers are in charge of the omployoos both at Shamokin 
and Sunbun ?—A. 1 believe so, unless it would be a divisional point. 

9- Well, do these men object to the men joining their order at Sunlmry ?—A. Well, 
I do not know of any objections prior to the 14th of January, but 1 presume tho 
reason why there was not any discipline or dismissal from tho company sooner was 
tho fact that they did not know that these men belonged to the Brotherhood, and 
they quietly Aveut up to Sunlmry and became members of the institution. 

9- Now, tho lodge at Sunbnry—whore is the next lodge along the railway?—A. 
Tho next is Williamsport. 

Q. How far is that away?—A. J bolievo about 45 miles from Sunbury; 55 or 60 
milos from Shamokin. 

9 . In the same division still, is it?—A. That is the terminus of the Philadelphia 
and Reading, I believe. 

9- Now, state how many lodges thero are along the routo of the Reading road?— 
A. I presume there are about 15—12 or 15. 

Q. And how long is it since the first one was established?—A. The first lodge was 
established, I believe I can safely say, in 1885 or 1886. 

Q. So that the lodges have been established practically 15 years along that road ?— 
A. Yes. 

Q. And tho officers in charge of the road have been practically the same officers, 
havo they, for a number of years?—A. 1 believe their general*officers have been 
about the same; but there have been quite a number of changes among the division 
officers. 

9 . Well, havo you had complaints heretofore that men were discharged because 
of their affiliation with one of these orders?—A. Yes; we have had quite a number 
of such complaints for the past 10 years. 

9 - So that you have reason to believe in your own mind that these men were dis¬ 
charged prior to your going to Shamokin because thev contemplated organizing a 
lodge there?—A. Yes. 

9 . Now, if you will, state to the commission your reasons for bo believing. Of 
course, we want to get at the facts here.—A. My reason for believing this is that 
the men who were discharged called upon their division officers—traiumasters, yard- 
masters, and superintendents—and asked them to assign a cause for their dismissal. 
These officers declined to talk. They simply said to the men, “ We haven’t any¬ 
thing to say to you at all. You are discharged, and that is all there is to it. We d<? 
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Q. I remember your organization appearing before ng by your representatives.— 
A. Yes. 

Q. And it was considered a very good bill?—A. Yes. 

(). I think your representative stated that in ease that bill became a law strikes 
would be reduced to a minimum, and there would be practically none of them at 
all.—A. I think it has had some effect in reducing tho number of strikes. 

Q. You may state, then, before you go further, the number of railroad employees 
that are included in your organization.—A. The membership of the Brotherhood at 
the present time will number over 38,000. 

Q. And the kinds of employees?—A. They are principally switchmen, brakeraen, 
and conductors. 

Q. There is a separate organization then for firemen and engineers?—A. Yes, and 
there is a separate organization for conductors also, but we have quite a number in 
our organization who have been promoted from the position of brakeman to eon- 
ductorship and still maintain membership in their Brotherhood. 

Q. Do you affiliate with the Brotherhood of Locomotive Firemen and Engineers 
in any way?—A. Yes; we do. We are closely associated with them. In tact, not 
only with the organizations of railroad employees, but I believe wo are closely asso¬ 
ciated with all labor organizations. 

Q. Exactly; but in a little different sense you aro associated with those you speak 
of?—A. Yes; our interests are so closo that it brings it closer together than it would 
other organizations; the relations afo different. On January 14, 1900, I organized a 
lodge of the. Brotherhood of Railroad Trainmen at Sliamokin, Pa. 

Q. (By Senator Kyle.) They have never bad an organization of that kind there 
before?—A. No, sir. 

Q. But you have organizations of your order along the line of the Reading road, 
have you?—A. Yes, sir. 

Q. (By Mr. Ratchfoki). ) Beforo you pass from the general explanation as to the 
purposes of jour organization I should like to ask a question or two. You spoke 
of $675,000 being distributed among the membership last year?—A. Yes. 

Q. I should like fo undeistand how this money is raised and what is the purpose 
in distributing it?— The manner in which the money is raised is as an assessment 
on the membership levied fiom time to time. 

Q. A voluntary assessment?—A. Yes, sir. It is a condition of membership. It is 
levied for each month. This falls into a fund known as the beneficiary fund, from 
which we pay all claims that arise in that department, such as death and disability 
from whatever cause; it may lie incurable consumption, locomotor ataxia which 
"ailroad men are frequently afflicted with, or an injury in their employment which 
incapacitates them to earn a livelihood. 

Q. Is there any out-of-work benefit.?—A. Tho subordinate lodges regulate, that; 
that is within the province of the subordinate lodge. 

Q. Well, now, this fund is what is known to your organization us the insurance 
fund, is it?—A. Yes. 

Q. Have the railroad companies insurance funds also, of their own making?—A. 
No, not generally; it is confined to a few. The principal roads that I know of aro 
the Chicago, Burlington and ijminoy; the Baltimore ami Ohio; Pennsylvania; and, I 
understand, the Southern Pacific aro going to inaugurate the insurance features this 
year, sometime early in this year. Those are about the only large systems that I 
can recall at the present time. 

Q. Well, is this insurance, known as the company’s plan of insurance, generally 
agreeable to the railway employees?—A. I believe you mean the sc-called voluntary 
reliefs of the railroad companies? 

Q. No; I do not mean that. I mean the insurance that is gotten up by the 
company and managed by the company. They may call it voluntary, but we have 
testimony before this commission, 1 believe, showing that it is tho reverse of vol¬ 
untary.—A. I met last year upward of 15,000 railroad men who are connected 
with our organization and other organizations in tho train service, and J have failed 
to find a single one that has approved of tho plan or working of the railway insur¬ 
ance associations. 

Q. (By Senator Kyle.) Will you explain to the commission the methods of tho 
railway companies.—A. In employing men they must pass a doctor’s examination, 
and after they are given employment they are placed upon the rolls of the relief asso¬ 
ciation. They have no jurisdiction over that part of the matter. I might say they 
have no jurisdiction is discontinuing their payments. As long as they remain in tho 
service of the company they have got to keep on paying these assessments. 

Q. Yon mean a certain amount is extracted from their salaries?—A. Yes. 

Q. (By Representative Otjen.) In other words, it is not a voluntary payment» — 
A. The men do not so consider it. 

Q. (By Mr. Ratciikoud.; Employment as a railroad brakeman is conditioned up<m 
membership in that association, is it not?—A. Yes; that is my understanding of the 
manner in which they work. 
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Q. Has that system tho effect of exempting railway companies from liability in 
case of accident or death to the employee?—A. Yes; and the numerous decisions 
which have been rendered by the courts throughout tho country are the best 
evidence of that, i believe they can be found in Mr. Carroll 1). Wright’s bulletin 
from time to time. 

Q. (By Senator Kylk.) The employees do not sign an agreement, do they, when 
they become employees of the company that they will accept this insurance in lieu 
of all other claims against the companies for injuries?—A. Yes; I think, if my 
memory serves me right, that is one of the conditions. 

Q. (By Mr. Kennedy.) Is there such a voluntary relief association on tho Reading 
system ?—A. I believe there is. 

Q. You do not know?—A. I am not positive of that, but I am inclined to believe 
there is a voluntary relief association there. 

Q. (By Mr. Ratciiford.) The question was with reference to employees waiving 
their claims for liability in case of accident or death, and the question leading up 
to that was whether or not they sign a paper in becoming members of this so-called 
insurance, waiving such claims.—A. Yes; 1 consider that by them joining tho relief 
association they waive all right to recover for personal injuries or otherwise. 

Q. Can you piesont this commission now, or at your convenience, a paper such as 
is presented to an employee askiug him to waive such claims, by any railway com¬ 
pany?—A. 1 believe 1 can; yes. 

Q. We will be glad to havo it.—A. I will try to furnish you that paper. 

By Mr. Kennedy. I suggest you go into the Reading trouble now. 

0 (By Senator Kyle.) Yes, proceed. You spoke about having organized on Jan¬ 
uary M.— A. January II of the picsentyear I organized a lodge at Shamokin, Pa.,and 
on my arrival in Shamokin I found quite a number of the proposed applicants had 
been discharged on account of their being about to become members of tho organi¬ 
zation. 1 might state that, some of these men belonged to the Brotherhood in a city 
distant fiom Shamokin. Their membership was never known by the officials. It 
was discovered that some of these men werothe prime movers in instituting this 
lodge. A few days bofore my arrival they were dismissed from the servico of the 
Philadelphia and Reading. 

0- Will you please state to the commission the nearest city to Shamokin where 
there is a lodge of this order?—A. Tho nearest is Sunbury. 

Q. llow far away?—A. About 12 miles. 

Q. On the same railway division?—A. Yes. 

Q. So the same railway officers are in charge of tho employees both at Shamokin 
and Sunbury ?— A. 1 believe so, unless it would be a divisional point. 

Q. Well, do these men object to the men joining their order at Sunbury ?—A. Well, 
1 do not know of any objections prior to the 14tli of January, but I presume the 
reason why there was not any discipline or dismissal from the company sooner was 
tho fact that they did not know that these men belonged to tho Brotherhood, and 
they quietly went up to Sunbury and became members of the institution. 

Q. Now, the lodge at Sunbury—where is the next lodge along the railway?—A. 
The next is Williamsport. 

Q. How far is that away?—A. I believe about 15 miles from Sunbury; 55 or 60 
miles from Shamokin. 

Q. In the same division still, is it?—A. That is the terminus of the Philadelphia 
and Reading, I believe. 

Q. Now, state how many lodges there are along tho routo of the Reading road?— 
A. I presume there are about 15—12 or 15. 

Q. And how long is it since the first one was established?—A. The first lodge was 
established, I believe I cau safely say, in 1885 or 1886. 

Q. So that, the lodges have been established practically 15 years along that road?— 
A. Yes. 

Q. And tho officers in charge of the road havo been practically the same officers, 
have they, for a number of years?—A. I believe their general'officers have been 
about the same; but there have bcon quite a number of changes among the division 
officers. 

<). Well, have you had complaints heretofore that men were discharged because 
of their affiliation with one of these orders?—A. Yes; we have had quite a number 
of such complaints for the past 10 years. 

Q. So that you have reason to believe in your own mind that these men were dis¬ 
charged prior to your going to Shamokin because they contemplated organizing a 
lodge there?—A. Yes. 

0- Now, if you will, state to the commission your reasons for so believing. Of 
course, we want to get at the facts here.—A. My reason for belioving this is that 
the men who were discharged called upon their division officers—trainmasters, yard- 
masters, and superintendents—and asked them to assign a cause for their dismissal. 
These officers declined to talk. They simply said to the men, “ Wo haven’t any¬ 
thing to say to you at all. You are discharged, and that is all there is to it. We do 
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not wish to assign any reasons or talk with you on the matter at all." When I found 
that such was the case—that the men were discharged for belonging to the Brother- 
hood—I felt that we were in no position to protect them. 

Q. Did the officers stale these men were discharged because they were contemplat¬ 
ing joining the lodgef—A. I will tell you just exactly what lias been done at each 
place, and the facts as 1 know them at Shamokin. There was no reason assigned 
further than “ We do not want you in the service of the company/' 

Q. (By Representative Otjen.) How many were discharged?—A. There were 
about 8,1 believe—6 or 8. 

Q. They had been members of the order before?—A. Yos. There were only 2 that 
were not members of the organization. There were about l members of the organ¬ 
ization at the time thoy were dismissed; but all were proposed members of this new 
lodge. 

Q. Do you have any organization there?—A. Yos. 

Q. Is it in existence to-day?—A. Yes. 

Q. Are members of it working on the Reading system?—A. No, sir. There may 
bo a few under cover—older memberships in Becrecy. When 1 found out that the 
officers of tho Philadelphia and Reading were objecting to the organization of a 
lodge there, I felt a reluctance about proceeding to organize them, as i knew the 
men would lose their employment. 

Q. (By Senator Kyle.) Yon say “when you found it out." How did you lind it 
out?—A. I found out through the men. Thoy told mo they bad called upon the 
division officers and asked for the cause of their dismissal. They would not assign 
any reason at all. They told them that their service was not any longer needed. 

Q. And it is simply an inference on your part, is it?—A. Yes; and tho attitude of 
tho Philadelphia and Reading in the past led me to believe that it was on account 
of their membership in the Brotherhood of Railroad Trainmen. 

Q. Now, you are getting at what led you to believe that fact. Their relations in 
tho past, you say?—A. The orders which they issued some 8, 10, or 12 ,\ears ago, 
when they made it a condition of employment that no man should belong to a labor 
organization. And while the road was in tho hands of a recei\ er, under Judge Pax- 
son, our organization went into court to establish tho right of belonging to our 
Brotherhood and at the same timo working for tin' receivers of that company. When 
I found that they wore objecting to our organization being instituted along their 
sj stem, and that wo were in no position to protect the men when they became mem¬ 
bers of our organization, I thought the best thing to do for themselves and their 
families was not to organize a lodge of tho Brotherhood in Shamokin, and I so advised 
them. But aftor earnest soliciting on their pari, anil when they showed a determi¬ 
nation to go ahead with the organization rogarillcss of tho officials of the Philadel¬ 
phia and Reading, I could not deny them tho right to become members of the 
organization. On February 8 I received a telegram from tho grand master advising 
me to go to Philadelphia and counsel with our members in that city employed on the 
Philadelphia and Reading Railroad. On my arrival there I found that about HO of 
those men had prepared to inaugurate a strike independent of any organization, 
simply on their owu account. I counseled with those men and advised them that it 
would not be the proper thing to do; showed them wherein it might be injurious to 
them, as well as to tho interests of tho Philadelphia and Reading, and that there 
would probably bo another way in which we could get around this and secure jus¬ 
tice for them. They finally consented to remain at work, those that were working, 
and those that wero dismissed we would try to secure employment for them by some 
other means. I beliovo thcro were upwards of 10 discharged. One of tho gentlemen 
is here at present. 

Q. (By Representative Ot.jen.) At Philadelphia?—A. Yes; one or two of the gen¬ 
tlemen aro present. But these 10 men that wero discharged produced letters show¬ 
ing that for faithfulness and diligence in the discharge of their duty they were 
complimented very highly by the yardmaster, trainmaster, and superintendent. In 
fact, these men that were discharged were the very best men, in my judgment, 
employed on tho Philadelphia and Reading Railroad. We took particular pains to 
ascertain whether they hud been guilty of destroying any property, or whether they 
were intemperate or incompetent, and we found in every case that the men were thor¬ 
oughly competent, sober, and industrious men, had first-class records as employees. 
Some of these men had the matter up personally with the general superintendent, 
and the general superintendent said to them very plainly that they wero discharged 
ou account of affiliating with the Brotherhood of Railroad Trainmen. 

Q. (By Senator Kyle.) This discharge took place when?—A. Along about tho 1st 
of February. 

Q. Reverting to the Shamokin affair, now. Did the discharge take place there 
before the lodge was organized, or after?—A. Just before; a few days before. 

Q. Just before?—A. Yes. 

Q. Well, now, what reasons can you give the commission, if any, whv the Phila¬ 
delphia and Reading would oppose the organization of a lodge at Shamokin, even to 
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these lodges exist along t-- - . • . . . — - <. ., 

pally of Reading men, it is wrong. These lodges that exist along the lines of the 
Philadelphia and Reading Railroad are composed principally of Pennsylvania Rail¬ 
road men, with a few Phfiadolpliia aud Reading men in every lodge. 

Q. (By Mr. Kennedy.) At junction points on the system?—A. Yes. 

Q. (By Senator Kyle.) And the members employed by the Reading are under 
cover, you think, mostly?—A. Yes; there is a gentleman hore from Reading who 
could testify before this commission and show that they do meet in haylofts, cellars, 
and dark rooms, one place and another, in order to escape the sleuths of the I tnla- 
delphia and Reading Railroad. , „ ^ , 

Q. (By Mr. Ratciiford.) Have the Philadelphia and Reading officials cooperatou 
at any time with your organization or had business with it ? A. It never had any 
occasion to meet or do business with our organization. We have never had any 
difficulty. 1 might say, talking more plainly, that the organization has never had 
any grievance presented to it by the men employed on the Philadelphia and Reading 
Railroad. . , 

Q. (By Representative Otjkn.) Until tho present one?— A. Yes. 

Q. (By Mr. Ratciiford.) You say that your organization never had any grievance 
presented to it until tho present one by the men employed on the Philadelphia and 
Reading Railroad. Was that boeause of the good treatment accoided the men by 
tho company, or because there was no organization there—little or no organization— 
among jour men f—A. Well, it is due largely to tho fact that there is no organization 
there,°and the company has the men under complete submission. 

Q. (By Mr. Kennedy.) You mean they have had no grievance since the receiver¬ 
ship of tho company. You said, 1 believe, they had trouble then? A. At the time 
of the receivership; that was a matter taken into court. 

n (By Senator Kyle.) But you found out at the time that you had this trouble 
in the court that the company was opposed, and bitterly opposed, to the organiza¬ 
tion of lodges along their road?—A. Yes; ami the records of the court will bear that 


statement out. 

Q. And they made a statement here about tho 1st of February, at the time the men 
were discharged, that you wore speaking about, that they were still opposed to the 
organization of lodges,* and that these men were discharged because of their connec¬ 
tion with these lodges?—A. Yes. 

(^. (By Mr. Kennedy.) Do you know whether Judge Paxsou is many way con¬ 
nected with tho management of the Philadelphia and Beading at this time? A. His 
name does not appear on the official list as given in the Official Guide. As to his 
being in any wise connected with it, I can not say. Ho might possibly be a director 
or counsellor, or advisor of some description. 

I might say, in concluding, that these men are not only pleading for their liberties 
and rights to belong to organizations so long as they come within the bounds of the 
laws of the land, but they are also making their plea for their rmht to work. I 
have received letters from a great number of these men since they have lost their 
employment on the Philadelphia and Reading Railroad, and allot these letters show 
that wherever they go they areasked the question: Where did you work last, and what 
wore you dismissed for? And when they make their statement that they were dis¬ 
charged for nothing, apparently nothing, so far as they know, other than to belong 
to a labor organization, the officials refuse to permit them to go to work until they 
refer back to the road from whence they came. Alter it is discovered that the offi¬ 
cials of the Philadelphia and Reading Railroad disapproved of their working any¬ 
where else, they are told that they are not needed. Some of these men have traveled 
since last January from 3,000 to 6,000 miles trying to find work. 

Q. Do you mean to say they are placed on the blacklist, so to speak?—A. Yes. 

Q. By all the railroads of the United States?—A. No. The rule of railroads is 
this in employing men : To make them give reference. Now , we do not wish to leave 
the impression here that all railroad officials me opposed to our organization, aud 
would be guilty of blacklisting a man because ho asserted his rights to belong to an 
organization that was for his protection. A great many of the officials, regardless 
of what kind of recommendation comes back from the Philadelphia and Reading, 
or any other road, if the man were a sober and industrious man, would be pretty 
apt to give him employment, but unfortunately for these men they have been trav¬ 
eling right along certain linos that adhere strictly to this rule—that the man must 
have a clear record before he can be employed on their lines. Some ol these men 
have been injured in tho service of tho Philadelphia and Reading. Some of them 
have lost a hand, and some have lost a foot. Some have impaired their health on 
account of long hours and all kinds of weather. They have, as I said before, in 
their possession letters and statements showing that their service has always been 
satisfactory. In fact, they are the very best employees—the very best in their 
service. 
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Q. Now, when these men were discharged, the last men you mentioned, it was 
said to them that they were discharged because they were members of the Railroad 
Trainmen’s Association?—A. Yes. 

Q. And for no other reason?—A. That is apparent, yes. 

Q. (By Senator Kyle.) You said a moment ago that these Philadelphia men were 
told they were discharged by the railroad because of their connection with your 
organization, or with your lodges?—A. Well, yes. They have told me at Philadel¬ 
phia that they were discharged on account of their membership iu the Brotherhood 
of Railroud Trainmen. 

Q. I understood you to say they were told by the railroad officials that they were 
discharged for that reason?—A. That is correct. 

Q. Simply because of their connection with the organization ?—A. Yes, sir. 

Q. (By Representative Otjen.) Are these meu here?—A. One of them is here. 

Q. (By Senator Kyle.1 And the railroad failed to give a certificate as to character 
as regards faithfuluess and anything else?—A. Some of them have them in their 
possession. 

Q. They have got to produce some sort of a certificate from former employers 
before they can get employment on some other railroad?—A. Yes; but this is an 
exchange through officials, l'he man must immediately have a recommendation in 
his pocket, but it is worthless with a great many corporations. It must pass back 
and forth through the officials—the official of one railroad in communication with 
another. 

Q. (By Mr. Ratchfoud.) Have you not a law in the State of Pennsylvania which 
in substance provides that workingmen shall not be discriminated against by the 
employer for their connection with a labor union?—A. That law has been declared 
unconstitutional by Judge Guuster, 1 believe. 

Q. How recently has it been declared unconstitutional? Do you remember?—A. 
Last September or October. 

Q. (By Mr. Kennedy.) An appeal is pending now?—A. Yes; there was an appeal 
taken. I believe it is pending. 1 do not know just the status of the appeal. 

1 would like to read, m answer to Mr. Ratchford’s question about these voluntary 
relief associations [reading]: 

“And, iu consideration of the contribution to be made to the relief fund of the 
said association by the Philadelphia and Reading Railroad Company, and its suc¬ 
cessors, and of the agreement of the several associated companies in respect of auy 
deficit in the relief fuud for benelits in their respective employees, I hereby agree 
that the acceptance of benefits from the said relief fund, or from said association for 
injury or death, shall operate as a release of all claims or damages against said com- 

E , my employer, and against any of said associated companies by which I may 
ifter be employed, arising from such injury or death, which could be made by 
or through me, ami that 1 or my legal representative will oxecute or, where neces¬ 
sary, procure to be executed such further instrument as may be necessary formally 
to evidence such acquittance.” 

Q. (By Mr. Ratchfokd.) What is that you are reading? Is it an agreement or is 
it rules?—A. These are the rules covering the Philadelphia and Reading Relief 
Association. 

Q. As promulgated by the officials of the railroad?—A. Yes. 

Q. The practice of the employees of the road is to sign them m accepting employ¬ 
ment?—A. Yes. It is virtually a condition of employment, just as an applicant is 
required to go before their doctors and pass an examination before ho can be 
employed. A great many of these companies to-day have the latter rule in force. 
If a man’s measurements and weight ami height do not all correspond, and if he be 
not sound in limb, he can not got employment. 

Q. (By Representative Otjkn.) Are you sure that these employees are obliged to 
accept these benefits unless they want to?—A. My understanding is that they will 
have to accept benefits or leave the service of the company. 

Q. That is, on these roads that have these associations, practically all the men 
belong to the association ?—A. Y'es. 

Q. Is it understood among railroad men that they will not have a good standing 
in their employment if they do not join these so-called voluntary relief associations?— 
A. Well, I am at aYwss to know how to answer that question, because you will find 
so very few who do not belong to the relief association that it would be hard to 
determine that question. 

Q. (By Senator Kyle.) I understood you to state a moment ago that they could 
not become employees at all unless they were examined and became members of this 
department?—A. Yes; that is correct. 

if. Well, you can proceed now to make out your cause of complaint. We have 
got so far as the Philadelphia matter, whero 10 men were discharged; having passed 
the Shamokin matter where 8 men were discharged, I believe, making 18 in all.— 
A. We received statements from quite a number of the members of our organization 
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asking ns to in some way give them relief, and wo knew that it was impossible to 
approach the officers of that company, asking for the rights of the men to belong to 
organizations, and, inasmuch as there was created by Congiess an Industrial Com¬ 
mission to inquire into industrial matters, we concluded that the best thing to do 
waH to briug it before this commission. 

Q. You mean to say by that that you made no attempt whatever to reaoli the rail¬ 
road officials in regard to this matter?—A. No, sir. Wo never tried to reach them 
as an organization. The men did. We advised the men to call on their division offi¬ 
cers, and general officois, if necessary and if they could do so, and ask for a hearing 
of their case, and for the cause of their dismissal. 

<.;. So your reason, then, for appearing before the commission here, or desiring to 
appear, is because 18 of your men have been discharged without just cause, as you 
think?—A. Yes. 

C^. And for the cause that you have interpreted—that they are members of the 
several lodges along your line?—A. Yes, and that we believe that relief should be 
afforded these men m some way or other by tin* provision of a law or enactment of a 
law. 

Q. Can you state of your own knowledge that the railway officials would have 
received you and discussed these matters as an oigani/atiou? They might possibly 
refuse to treat with these men individually, or a committee locally of the men, but 
are yon sure they would refuse to receive you and 2 or Hof your associates?—A. 
Yes. Their attitude to organization iu the past leads mo to believe that they 
positively would not permit me to approach them as an officer of an organization or 
otherwise as an individual. 

How many such railroads are there in the United States that refuse to do 
that?— A. Only one—that is the Philadelphia and I eadm 

(,). And you never asked them to treat with you?—A. My predecessors, Mr. Wilki- 
son, and, 1 believe, though 1 am not quite positive, Mr. Mon is-.se}, now grami master 
of the Brotherhood of Railroad Trainmen, tiled to appioaeh the president and super¬ 
intendent of one or two companies, and found they could not. do so. 

(,). Who is the president of this company and the vice-presidents and general man¬ 
ager?—A. Well, i do not know who is the piesidont. now. I think Mr. Vorhees was 
president at that time. 

Q. And the superintendents yon speak about?—A. 1 do not know their uames. 

Q. And the general manager?—A. The general superintendent’s name is Mr. 
Swigard. 

Q. (By Mr. Kennedy.) You state as conclusive that if they would not give satis¬ 
faction to the individual members who have been discharged they would not tolerate 
interference on the part of leaders of the organization? A. I folt that when they 
refused to entertain a committee of the employees, to listen to an honest complaint, 
it would not be of any benefit to the men for this organization to make an appeal in 
their behalf. 1 believe that it was on the5th or (5th of February that, the committee 
appeared at the general superintendent's office ami asked him if ho would not permit 
them to discuss the dismissal of themselves, and of 4 or 5 or ti others, and he stated 
that he did not want to have anything to do with it—this is what they told mo—that 
he would not. discuss any proposition with them; that lie had discharged them, and 
that stood. The chairman of the committee made the remark to him: “We will 
strike at your freight service,” meaning that they would strike, or that they would 
try to establish a boycott on the Philadelphia and Reading. That had no effect on 
him whatever. Ho simply refused to do any business with them and refused to dis¬ 
cuss the proposition with this committee. 

Q. (By Senator Kyle.) And yet, lie keeps in his employ how many members of 
organized labor, in your judgment?—A. Do you want to get them all discharged? 

Senator Kyle. No. You do uot need to state their names, but in iound numbers.— 
A. I might say that we have at fho present time a very conservative estimate—about 
200 men employed on the Philadelphia and Reading Railroad, members of the Brother¬ 
hood of Railroad Trainmen. 

Q. (By Representative Otjen.) About how many employees are there on the Penn¬ 
sylvania and Reading?—A. 1 have no way of knowing, but I should judge upward 
of about H,500 who are eligible to our organization. 

Q. (By Mr. Kennedy.) Are the engineers on that system members of the Brother¬ 
hood of Locomotive Kngineers?—A. I know some of them are. 

Q. Are the firemen members of the Brotherhood of Fireman?—A. Some of thorn, 
yes. 

Q. Some conductors belong to the Conductors’ Brotherhood?—A. Yes. 

Q. Do you know whether the company is aware of that fact?—A. Well, I do not 
think it is. I do not think the officers know that the men belong to the respective 
organizations. 

Q. (By Senator Kyle.) There are 200, you think, in your Brothorhood of Train¬ 
men that are still employed by your company; 18 men have been discharged, and 8 
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of thorn you suppose were discharged because of their connection with your order?— 
A. Yes. 

Q. Ten of them, upon statements of tho men themselves, were discharged because 
they were members of the order?—A. Yes. 

Q. Is it possible that these 30 men spoken of last could have been mistaken as 
to the cause of their dismissal?—A. No; I do not think they could be mistaken, for 
the reason that theso men had been in the service from 3 to 0 years in the capacity 
of brakemen and conductors, and their work was always of the very highest char¬ 
acter; they had caused very little darnago to property; they were always there 
when called upon to go out in any and all kinds of weather, and at any time during 
the day or night. Usually those are the kind of men railroad corporations are look¬ 
ing for, and they would much rather keep a man of that kind in their employ than 
to tako an inexperienced man. There must have been some cause for discharging 
these men, and if it was for neglect of duty, or destruction of property, tho otlieors 
would not hesitate to say so. Inasmuch as they refused to give them any consid¬ 
eration whatever other than to say, *• We do not want you in our sorvice,” it is very 
good evidence that there is some hidden motive, which they were afraid to make 
known. 

Q. (By Mr. Ratchford.) Wero those men that you speak of all discharged at 
about the same time, or wero they discharged singly, ono by one?—A. They wore 
all discharged within a few days of each other. Probably 10 days would cover (ho 
timo at the very furthest. 

Q. Ten days would cover the discharge of the 18 members, would it ?—A. Yes. I 
might state that some men have been discharged that wo have no record of. There 
is Williamsport, and there have been quite a number of men discharged in Newhury- 
port who have gone away and found employment somowliere else. 

(^. Were thoso men members of your organization?—A. Yes. 

(]>. Have you any knowledge of any discharges in which tho discharged employee 
was not a member of your organization?—A. Not a single one. We have taken par¬ 
ticular pains to ascertain whether any man that was not a member of the organiza¬ 
tion was discharged in the same mysterious manner that these men were discharged, 
and we can not cite any single instance or any single case. 

Q. (By Mr. Kennedy.) Is it customary in the railway service in giving dis¬ 
missals, with tho immediate cause of necessary reductions in the force, to give letters 
of recommendation that will enable them (o get service on another lino?—A. Gener¬ 
ally speaking, that is the rule. 

Q. Will a superintendent who has to discharge a man because of a necessary 
reduction in the force, that man being satisfactory in every way, refuse to give him 
such a letter if lie asks for it?—A. No; lie will not refuse to give a letter. Asa 
general proposition, the superintendent of his own accord sends a letter to the em¬ 
ployee at the time the reduction is made, notifying him that on account of depres¬ 
sion in business hisservico will not be any longer required. 

Q. Now, you say some of theso men who have beeu discharged have such letters 
in their possession. Did they procure those letters prior to their discharge or since?— 
A. 1 believe some of them secured thoso letters prior to their dismissal, and some 
received them after their dismissal. 

Q. (By Senator Kyle.) Now, I want to ask yon another question. You say the 
Pennsylvania system recognizes your order and treats with you as an order?—A. 
Yes; there can not bo any question about that. They have been very generous to 
our organization. 

Q. So you have been in tho habit of meeting the superintendents and managers, have 
you, on business matters relating to your employees?—A. Our organization has 
quite frequently met with the general manager of the Pennsylvania Railroad. 

Q. Upon complaints of yourmen?—A. That is, on grievance matters that emanate 
from the employees. 

Q. And they have never refused to treat with you?—A. No; we have nover found 
the disposition of the officials of the Pennsylvania to antagonize our organization. 

Q. And when men are discharged from t,lic Pennsylvania Company, and yon think 
unjustly, they will meet you and tell you why the men were discharged?—A. Yes; 
if it becomes necessary to meet with officers of our organization, I believe the offi¬ 
cers of the Pennsylvania Railway would do so, but I might state as a general rule 
the Pennsylvania Railroad officials settle these matters with their men directly. 

Q. I wanted to know what your custom was. In case a dispute arose between 
members of your order and the railway company, you do not think they would 
refuse to treat with you and to tell the reasons why thoy discharged 15 or 20 men?— 
A. We know they would not refuse to meet with us; at least, their attitude in the 
past leads me to believe they would not refuse to meet with ns. 

Q. But your organization, then, has never met any of the members of the Read¬ 
ing road to consult, with them as to whether they would recognize organized labor 
or not?—A. No; they have never given us an opportunity to explain the attitude 
of our organization to them, and I believe that if the officials of the Philadelphia 
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and Reading had a better understanding of organized labor they would not oppose 
it so strongly. 

Q. I asked these questions because I think their attitude is quite unusual, and it 
occurred to me to ask you the questions to know whether you had exhausted every 
means at your command to ascertain whether they had absolutely and flatly refused 
to treat with your organization.—A. Well, we know that it is their policy in days 
gone by, and the same general superintendent is connected with the road, and the 
dismissal of these men and his refusal to meet with the committee leads us to believe 
that it is his policy. 

Q. Was it not true generally with a great many private industries 10 or 15 years 
ago that they refused to treat with organized labor, and that since that time organ¬ 
ized labor has become quite generally recognized throughout the country?—A. Yes; 
that has been our experience. Even 5 years ago the Brotherhood of Railway Train¬ 
men did not stand as high with the railway managers as it does at the present time, 
because they misunderstood tho objects of the organization and its intentions, but 
after they have become familiar with its maunor of working they know that the 
organization is conservative; it counsels its members to be conservative and take 
into consideration all things that indirectly interest the railroad properties. I 
might say, as the best evidence of this being true, that when depression struck this 
country some years ago, in 1893, the railroad men throughout the country and our 
organization submitted to reduction after reduction in wagos for stated times 
until business revived and the railroad companies were in a position to resume pay¬ 
ing their regular rates. There were no strikes and no conflict. During the depres¬ 
sion we wore willing as an organization, we were willing as employees, to help tho 
railroad management bear the burden. 

ty. Is it tho fact that where a man belongs to organized labor, is a member of a 
lodge in good standing, it is a guaranty that they are getting a good man when 
they employ him; that he is known by his fellows in his lodge as being worthy of 
employment by tho company; he stands well socially; that lie is an honest man? 
It is sort of a guaranty that a man is a good man if ho belongs to your organiza¬ 
tion. Is it not possible if a committee of 3 or 4 of your national organization were 
to go to the president and general manager and vice-president of the Reading Com¬ 
pany you could settle this matter without bringing it to the attention of the com¬ 
mission?—A. Well, if we thought so we would not be here to-day. 

Q. Exactly; hut you say you have not tried it, that is all.—A. Well, when their 
own employees can not approach thorn, can not get an audience with tho general 
superintendent, l would like to know what hopes an outsider would have of approach¬ 
ing u higher o Hi cor of that company. 

(J. The approach is made by the members of the national order, and it would be a 
matter probably of greater importance to them to meet tho national members of your 
order than it would he to meet 3 or i or 5 of the employees.—A. I am here to say to 
you, Mr. Chairman, that we will ne\er as officers of an organization approach the 
Philadelphia and Reading officials, because, as I stated to you and read extracts of 
our constitution, showing you wheuover there is any grievance matter or an employee 
feels that he is unjustly dealt with, those matters must he taken up by a committee 
of his fellows employed on tho same division. That has been done in this case. 

Q. (By Mr. Ratchi’ord.) But l understood you to say earlier in your testimony 
that Mr. Morrissey and one or more of your predecessors approached the company on 
another grievance,and were refused and denied an interview?—A. Yes; themselves 
and a committee of the employees. 1 would like to say that a committee of employees 
in this case had taken up the complaints of the men carefully; the officials refused 
to give them any recognition or any consideration, and I do not believe that they 
would consent to meet those who are entirely out of thoir service- -not employed by 
them 

Q. (By Senator Kyle.) Did theso men say they were a committee representing 
organized labor or the Brotherhood of Railway Trainmen?—A. Yes, they did; they 
st ated they were members of the organization, appointed by the membership of the 
Brotherhood of their respective divisions. 

Q. (By Mr. Kennedy.) lias tho Reading Railroad Company's opposition to organ¬ 
ized labor been so constant through many years that you would not think of such a 
thing as going to thorn in tho interest of the men! Is that ono of the grounds on 
which you have declined to go to them, one of the reasons?—A. Yes; that is one. I 
might state if they were officials that had not opposed the organization beforo we 
might do tho same us we have done with a great many other officials—communicate 
with them and ascertain their attitude; but we know the general superintendent's 
attitude to organizations so well that we believe that it was not necessary to com¬ 
municate with him or any of the other officials. 

Q. (By Representative Otjen.) Did I ntidei stand you to say that when there were 
complaints of any of your members, in order to have those complaints heard they 
must first secure the indorsement of one-half the membership on their division?— A. 
Yes; that is correct. 
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Q. And then it goes to tlie lodge, does it not?- A. Yes. 

Q. And has to be approved by one-half the members of the lodge?—A. Yes. 

Q. And then it goes to the general officers of the association; is that correct?—A. 
No; it goes to the committee representing the employees on that division. 

Q. That is a committee of the membership?—A. A committee of the membership 
employed on that division. 

Q. What is the duty of that committee regarding that then?—A. The committee 
are given absolute power to make a settlement. They meet with the officials to 
explain the matter of working. If the committee finds that there has been an 
unjust grievance placed in their hands, they have the power not to go any further 
in the investigating, or, iu other words, to refer it back— make a report as to tbeir 
finding. 

Q. Bnt if they find that the complaint is well founded, what then?—A. Then they 
proceed to adjust it, meeting with the uroper officers of the railroad. 

(}. In this case was any grievance jmsented to a majority of the membership of 
the division?—A. At Philadelphia, yes. 

Q. At Philadelphia?—A. Yes; there was at Philadelphia. At Shamokiu there was 
not, because I advised them not to. A committee was appointed and the matter was 
taken up with the general superintendent. 

Q. Well, at Philadelphia did the grievance receive the majority of the employees 
of the district—have the approval of the lodge and then go to this committee that 
you speak off—A. Yes; it got as far as the committee. 

Q. And this committee, did they attempt to present the grievance to the railway 
officials?—A. Yes. 

Q. And were refused?—A. Yes; they were refused. 

Q. (By Representative Bell.) That was the official committee?—A. Yes; repre¬ 
senting the Brotherhood—the Brotherhood men employed on that division. 

Q. It was not composed of the men that were discharged at all, but just your offi¬ 
cial committee—standing committee?—A. No; they were not discharged. 

Q. (By Representative Otjen.) They were not discharged?—A. But they were dis¬ 
charged the next day. 

Q. How many?—A. Three. 

(}. Are they still out of the service of the company?—A. Yes; I have no knowledge 
of their going back. I might state that one of them was not discharged; he resigned, 
knowing that he would be discharged, or feeling that he would be discharged. 

Q. (By Mr. Kennedy.) After the other two had been discharged?—A. Before the 
other two had been discharged he resigned. 

Q. (By Senator Kyle. ) And t hese three members of the committee were discharged, 
you think, because they took up the case of these discharged men and attempted to 
present the matter before the officials of the rail road?—A. Yes; that is my opinion, 
and the opinion of all the railroad men in and around Philadelphia. 

Q. (By Representative Otjen.) Then, as a matter of fact, your organization did 
present this grievance, or did attempt to present this grievance, to the railroad offi¬ 
cials officially?—A. Not officially; that is, so far as the general officers of the organ¬ 
ization are concerned. Locally they complied with the laws of the organization 
and presented it. 

Q. Is not this committee part of the organization—part of your official organiza¬ 
tion?—A. Yes; but I do not want to confuse the local committee with the officers of 
our organization. 

Q. That is, what you mean to say is, that the grievance was not presented to the 
railroad by the general officers of the organization?—A. No; it was not. 

Q. (By Representative Livingston.) Was the committee authorized to do it by 
the general officers?—A. No. 

Q. Then it was not official?—A. Yes, it was. It was officially authorized by their 
lodge. 

Q. (By Mr. Ratchford.) They were authorized to do it under your laws—under 
your rules?— A. Yes. 

Q. (By Mr. Kennedy.; Is there any organization known as the Knights of Labor 
along your line—organization of railroad employees?—A. I do not know of a single 
railroad man that belongs to the Knights of Labor to day on any railroad in America. 

Q. There is no conflict, then, between the workingmen belonging to one organiza¬ 
tion and the other on this system ?—A. No; so far as our relations with organizations 
on the Philadelphia and Reading Railroad are concerned, they are of the very 
pleasantest kind 

Q. (ByMr. Ratchford.) Asyouwishtosubstantiatejourclaimsinyourtestimony, 
it might be taken from your testimony, I take it, that you have not presented direct 
proof of your claim. The most direct testimony might lie summed up iu this way: 
That it is the supposition, because of the general hostility of the railroad oompany 
toward your organization in the first place, and in the second place because the men 
who have been discharged have asked for the causes as to why their services were 
dismissed, and the company has refused to give such causes. Now, upon these two 
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grounds it is the claim of your organization that such men were discharged because 
of their connection with a trade union; is that correct!—A. Yob. 

Q. (By Representative Bell.) Your statements awhile ago all show that every 
man discharged belonged to the organization also?—A. Yes; every man that has 
been dismissed has been a member of our organization. 

Q. Now, then, who have their places been filled by, union or nonunion men, as 
far as you know?—A. They ha\e been filled, so far as I know, by nonunion men; 
men who do not belong to the organization, and I know of it personally and had them 
pointed out to me at Shamokin, men who had taken the places of some of these 
men who have been dismissed—men that have uot been in the railway service I 
year; and from their general appearance I would judge they were not experienced 
railroad men. 

Q. There is no probability that any of these railroad men were discharged because 
business had fallen off or anything of that kind?—A. No. 

0. Has there been a man engaged to take the place of every man who was dis¬ 
charged, so far as you know?—A. Yes. I might say, Mr. Chairman, as to the ques¬ 
tion that you asked me awhile ago, if there were any other railroads that refused to 
meet and treat with our organization, it lias come to my mind that there was a gen¬ 
eral manager who refused to meet with our organization on the Pennsylvania lines 
west of Pittsburg—that is, with the officers of our organization. But it is not the 
policy of the Pennsylvania Railroad to refuse men a hearing. That same general 
manager who refused to meet the representatives of the organization spent several 
weeks in conferences with his men relative to pay ami rules to govern men in their 
employment; and 1 believe Mr. McCrca, who is the vice-president of the lines west 
of Pittsburg, has on several occasions, while general manager, met with the repre¬ 
sentatives of these organizations and transacted business with them. 

(Testimony closed.) 

Mr. IIkehnek, counsel for the Philadelphia and Reading Railway Company, states 
that t-lie commission has given this company full opportunity to be heard by wit¬ 
nesses on its behalf on the questions mined by the testimony given bofore the com¬ 
mission at its sessions by the members of the Brotherhood of Railroad Trainmen, 
but that tho company has no testimony to offer on the subject at this time. 

Chas. IIekbnkr. 

March 9, 1900. 


Washington, D. C., May IS, 1901. 

TESTIMONY OF MR. JAMES F. JACKSON, 

Of the Massachusetts Stale Hoard of llailroad Commissioners. 

The Commission met at 10.52 a. m., Vice-Chairman Phillips presiding. At that 
time Mr. James F. Jackson appeared as a witness, and being duly sworn, testified 
as follows: 

(J. (By Mr. Ripley.) Will you state your address, occupation, and other details 
respecting your business, please?—A. My uaine is James F. Jackson; my business 
address is 20 Beacon street, Boston, at the office of the State Board of Railroad Com¬ 
missioners. I have a private office in Fall River, where I reside. My private busi¬ 
ness is that of a lawjer, member of the firm of Jackson, Slade & Borden. 

Q. You may proceed with a general statement respecting tho cost and the develop¬ 
ment of the work of the Massachusetts Railroad Commission.—A. Tho commission 
was founded in 1869. Its duties have been increased from time to time. To-day it 
has a general supervision over all the railroads and the street railways within the 
State. 1 know it is sometimes said that the authority of our commission is purely 
one of au advisory nature. It is, in a large degree, and yet there are two or three 
important features of our work wherein a\o are given mandatory power. Take, for 
example, questions that relate to public safety. In many instances we have abso¬ 
lute control, as in grade crossings of railroads and highways, railroads and railroads, 
and railroads and street railways. If we think there is public need for a grade 
crossing, we grant it. If we do not think there is such public need, we refuse it; 
and that settles the question. 

Take again the matter of safeguards, both from the standpoint of the employees 
and of the traveling public. Very many matters come before our board for approval 
where the question is as to tho construction of some safety appliance, platform gates, 
interlocking or other signal systems, protections of one kind and another. There 
again our power is one of approval, ami the road is obliged to aooept our judgment 
as final. 
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Then, a very important branch of our work is that which relates to the issues of 
stocks and bonds, or, in other words, which has to do with the financial strength of 
railroads and railways—at any rate, as far as the public is concerned, and perhaps 
they are concerned altogether. I think they are. Every issue of stock, the original 
issue, and all increases in the way of additional issues, are made only upon the 
approval of the board after au investigation. That is true in connection with bonds, 
also. So that there are two important features of our work where our power is more 
than merely recommendatory. 

Then there is the work which is purely recommendatory and advisory. This is in 
connection with matters that affect directly the revenues—questions of rates, pas 
senger rates, freight rates. There we investigate in all instances, and after forming 
our conclusions wo make a report. The companies are not bound by law to follow 
the recommendations contained in that report or to heed our opinions. It is a ques¬ 
tion whether they will or not. As a matter of fact, during the history of the hoard 
I think 1 am safe in saying that it has only been in exceptional instances that either 
the public on the one side or the railroad corporation or street-railway corporation 
on the other lias disregarded the views of tho board or its recommendations. Per¬ 
haps 1 ought to limit that to recommendations, because there are matters, as you 
will appreciate, Mr. Chairman, whore a board may desire to look into a matter and 
to suggest something that is not, in the opinion of the members of tho board, neces¬ 
sary to immediately carry out—something it is looking forward to. For example, 
whether it is better to have certain colors to indicate safety and peril and caution. 
We has o made in the past a recommendation upon that point, but it was made in 
terms understood to be simply a suggestion, and some of the railroads have adopted 
it and some have not. It followed a test. It was an interesting point, but the pur¬ 
pose of the commission was distinctly not to say to the railroads in that case, “ It is 
necessary for you to think as we do about it." 

Now, on part of the railroads, I hardly know of an instance where a recommenda¬ 
tion of tho- board that they do one thing or another has been disregarded. On the 
part of tho public, in a few instances, there lias been some appeal to the legislature 
and some legislation. There are verj lew instances, and I think it is only fair to 
say that tho railroads have not been defeicntial to our views merely because our 
views aro their views. Take, for instance, the last year and a half, which is 
the extent of my personal acquaintance with these matters. We have passed on 
questions of rate, questions involving the removal of stations, tho building of new 
stations, change in train service, and a variety of other matters overruling the 
contention of the railroad, and m every case they have conformed to our recom¬ 
mendations. In our last annual report, after investigating tho question of passen¬ 
ger rates, we recommended the introduction of the bOO-milo mileage book at 2 cents 
a mile, and the railroads have adopted it. This was proved to bo a reduction in 
revenue, theso books taking the place of sales of single tiekots. I think it is a fact, 
that tho railroads feel that a board made up as ours is, three members, one acquainted 
by actual experience with the needs and conditions of the business community, 
familiar witli all questions that affect trade aud commercial interests; a second mem¬ 
ber familiar by experience with railroad construction and railroad operation; aud a 
third member of sufficient legal ability to take care of the legal questions—the rail¬ 
roads feel that this board, made up in that way, has proved to be thus far a valuable 
aid rather than hindrance in their work. It may ho dangerous for me to say what 
the railroads think of us. I do not want to carry that idea too far, but as far as the 
following out of recommendations is concerned, they have certainly done it. Mat¬ 
ters aro referred to ns continually by the legislature. An instance of that sort, was 
the investigation as to tho safety of the use of vestibules on street cars. We were 
asked by the legislature a year ago last winter to investigate that. We did so, and 
made a report. 

Q. (By Mr. Litchman.J Will you give just a brief outline ns to the nature of that 
report?—A. The statute itself took in hand a part of the subject. The statute made 
it mandatory upon all street railways outside of Boston to have vestibules on the 
cars during certain winter months for tho protection of the motormen and conduct¬ 
ors. There was a very serious contention on the part of the Boston Elevated Rail¬ 
way Company, which controls all the street railway traffic of Boston, that vestibules 
were dangerous in some of the narrow streets of Boston where the people were con¬ 
tinually crossing, and making transportation something that must he guarded by 
the utmost care. The railway company claimed that the addition of tho vestibule 
shut off the view and interfered with sounds to such an extent that motormen could 
not bring their cars to a stop with the promptness that they could if they were 
upon an open platform. The legislature referred to us one question. That was, 
whether it was consistent, with safety that the company use vestibules. We had 
several public hearings, and made inquiries all over the United States and Canada, 
and, as a result, we felt they could he used with safety under proper conditions. As 
a result, tho Boston Railway Company must equip its cars within a certain number 
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of years with vestibules, but in order that there might bo no serious injury dono wo 
made it experimental, by interpreting the statute, as we thought we might under 
the circumstances. They are to tost the vestibule in the most difficult places first, 
so that if we are wrong in our opinion we may recall our recommendation. We feel 
very positive about the matter, but at the same time boliove the question of public 
safety of the greatest importance. 

Q. (By Mr. Fauquiiar.) What is this contemplated vestibule, a closed vestibule 
or a half vestibule?—A. The closed. It has doors which are to be opened at certain 
timos. The design has not yet been perfected, but the idea is to have them as largely 
as possible of glass, so that the sight will be obstructed but very little. Then again 
they are to bo so arranged that these glass windows will drop down and the motorman 
can* see out if he wants to. We feel that the vestibule is safe in Boston. 

Another instanco of a special report was that upon the contribution of street rail¬ 
way companies to the abolition of grade crossings. In our State there has been 
undertaken a very important work of abolishing grade crossings, and under a statute 
passed in 1890 the State contributes a eeitain proportion, the railroads a certain 
proportion, and the city or town a certain proportion to the expense. The State 
and city or town is limited to 85 per cent of the cost, and the railroad hears 
the other 05 per cent. It has often been contended that street railways ought to 
hear a part of the expense. Wo made a special investigation into that matter, and 
reported that in our judgment it was fair that they should. The legislature is at 
work now on a bill. 

Q. (By Mr. Litchman.) That is where tho street railway and the railroad crosses, 
is it not?—A. Yes. It is where there is a grade crossing of the highway and rail¬ 
road and the street railway, either has a location or is to get one immediately. 

Q. (By Mr. Kiplky.) You may speak, il yon please, of the policy of the board in 
respect to capitalization.—A. It is one of restriction, on the theory that if is right 
that the people who furnish the income to the stockholders in the way ot rates should 
pay it only upon actual expenditure—the actual cost, fair cost, of these enterprises. 
Under the laws which were passed recently (some of the most important of them in 
1894) we look into tho issue of capital stock and of bonds, hirst, the statute 
describes the purposes in a general way, for which stock and bonds may be issued. 
Thou the hoard has to decide whether the particular purposes of the company fairly 
fall within (lie general purposes as described within the statute. Secondly, we have to 
decide the amount which is fairly required for that purpose. If a street railway 
desires to equip its road we have some skilled expert inform us as far as we are not 
informed of the cost. They may issue stock for this to the amount which we decide is 
leqnisito. If they are to build a road, we luueaii expert engineer examine into the 
cost of the consti action, and wo allow them to issue stock to tho extent that is noc- 
essary to pay that cost. They may have to buy real estate for one or another essen¬ 
tial purpose. There again wo determine the actual fair valuo to be paid for that 
real estate. 

q. Do you have any authority to examine the books of tho company—any powers 
respecting auditing?—A. Oh, yes; the hooks of all railroad companies and railway 
companies are open to our inspection at any time. They make annual reports to the 
board, and those reports are presented to an expert accountant who is in our employ, 
who compiles the figures and makes out the tables. 

Q. (By Mr. Fakqitiah.) How many different companies operate surface roads in 
Boston?—A. There used to bo a great many companies, but now they are all in one 
company, the Boston Elevated Railway Company. It leased these several companies. 
Tho Boston Elevated has nearly completed a new enterprise in the way of an over¬ 
head railroad—elevated railroad. It has leased the entire West End system, and is 
operating it to day. 

q, Are there any separate suburban companies that make Boston their terminal 
which are owned independent of this elevated company?—A. There is the Ljnu 
and Boston .Street Railway that runs into Boston upon the tracks of this West End 
system, Boston Elovntod, Lessee. Aside from that I think of no other. 

Q. (By Mr. Litchman.) Don’t tho Newton cars run to Boston?— No; their system 
(ouches, hut does not enter on the Boston Elevated. 

Q. There are no cars running from Boston to Nowton?—A. Oh, yes; but the rail¬ 
road company—Boston Elevated—operates such cars as come in over its own system 
as it docs its own cars. 

Q. The Lynn and Boston secures tho use of the Elevated outside Charlestown, or 
do they use both ?—A. They simply run into the subway, into the city, over the Boston 
Elevated system through Charlestown. 

Q. I would ask whether they use the elevated track or the surface track.—A. 
They use the surface track. 

Q. Might it not be well either hero or some point in the testimony to give a brief 
resume of the problems solved or attempted to he solvod by the combination sub¬ 
way, street traffic, and olevated traffio of the Boston Elevated Railroad?—A. I 
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would be very glad to furnish anything I could of value, hut that belongs to history 
which antedates my time, and I could not now say to what extent i could furnish 
the information. 

Q. I will ask one or two questions, and then it may develop what I have in mind. 
How many distinct systems of street-railway traffic have you in Boston?—A. You 
mean by system methods of operation? 

Q. Yes.—A. There is only one to-day; two, if you count the subway—subway and 
surface—and there will be the elevated very soon. 

(J. Within a few weeks?—A. Yes, I presume so. 

Q. The elevated system goes from one side of Boston at one extreme and passes 
through the congested part of the city to the other end of the city, does it not?— 
A. Yes. 

Q. And tho subway is in the congested district itself?—A. Yes. 

Q. And the surface roads are in both suburban and congested districts?—A. Yes. 

Q. And yet they interchange from subway—that is the intention?—A. The whole 
is intended to work together. There is a great deal of interest in Boston to-day in 
the efforts to be made in the. future to relieve congested traffic. There are different 
plans now before the legislature. I noticed in the paper this morning that a new 
suggestion had beon made by the prominent officials of the Boston Elevated Railway 
with reference to a new subway. 

Q. Is the general opinion in Boston that the subway is a success?—A. 1 think it is. 

<^. Do you think from the records of the office, Mr. Jackson, that a history of the 
transformation of the traffic could be given as supplementary ?—A. I would be glad 
to look into it. 

Q. (By Mr. Ripley.) Aro stock dividends permitted at all?—A. Stock and scrip 
dividends are prohibited by statute. 

Q. How far do you examine periodically the books of the railroad and street rail¬ 
road companies further than to receive reports?—A. Wo examine their annual 
reports, which are made upon a prescribed system, and then from time to time upon 
request they furnish us with the facts and figures that are set out in their books. 
We do not make personal examination of these books as an auditor would. 

Q. (By Mr. Phillips.) Have yon a right to do that?—A. Well, the statute reads 
that they should be open to our inspection at any time. 

Q. (By Mr. Ripley.) But it has not been your policy, then, regularly to audit 
those books?—A. It has never been the practice of the board. 

Q. Do you make any distinction between bonds and stock in fixing the amount of 
capitalization?—A. Yes. There is a statutory distinction and there are distinctions 
in practice. That the bonds must be not in excess of the capital stock is one 
requirement. Then, although the statute says that stock and bonds may be issued 
for the purpose of building a road, for example, or of extension, or of equipping it, 
in practice we never issue bonds until tho enterprise has reached the stage of com¬ 
pletion. I think that pi actice has been adopted within the last year and a half. The 
statute requires that before approving the issue of mortgage bonds the board shall 
examine the assets and liabilities of the railway or railroad, and shall determine that 
the value of the property for railway purposos or railroad purposes, and exclusive 
of any value for franchise, shall be at least equal to the amount of the outstanding 
capital and indebtedness. 

Q. In such a case as that, do you take account of tho value of the terminals? The 
statement has been made several times before this commission that the increase in 
the value of many railroad stocks is not due to the increase in the value of the road 
as a railroad, but rather to the value of the terminals. Do you make any such dis¬ 
tinction?—A. We do not. 

Q. Does your control extend merely over corporations, or over all enterprises 
which have to do with transportation whether incorporated or not?—A. It is lim¬ 
ited practically to the incorporated companies. 

Q. Do yon find any disposition in Massachusetts to evado the control of the com¬ 
mission by organizing in other ways? I refer, for example, to the Massachusetts 
electric companies.—A. So far as we know there has not been manifested any dispo¬ 
sition to do it. During the past year we have looked into the issues of stock ami 
bonds, consolidations, and leases by companies in which the Massachusetts Electrics, 
so called, own the stock. We pay no attention whatever to tho fact that the Massa¬ 
chusetts Electrics own the stock. We deal wholly with the company, its standing. 
If it has a purpose which is legitimate, and desires stock and bonds which are no 
more than requisite, we approve, and it makes no difference to ns as to who owns 
the stock. We had a case last year which we always felt was an interesting case. 
It concerned the Lynn and Boston Railroad, and involved an issue of stock. The 
previous history of that railroad had beeu somewhat unusual. The Massachusetts 
Electrics own the stock. 

Q. Yon may explain the organization of the Massachusetts electric companies 
in the fast instance.—A. The Massachusetts Electrics, to reply specitically to that 
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question, is an unincorporated association which owns stocks in certain street-rail¬ 
way corporations. These stocks stand in the names of certain persons as trustees. 
Under the agreement upon which this association is founded the trustees, who are 
15 in number, practically exercise the ordinary duties of a hoard of directors of an 
investment corporation. They declare dividends and vote the stocks in the corpo¬ 
rate meetings of the several street-railway companies. The association issues pre¬ 
ferred and common shares, and has a so-called capital stock. It would bo natural 
that in the payment of dividends upon these association. shares an eftort would be 
made to equalize things and make tho prosperous companies in which they own help 
out tho weaker companies. To do this there might be a temptation toward 
improper management in connection with a particular company or companies in 
which they have control; but, on the other hand, no issue ot stock can be made in 
any of these companies without tho approval of tho board and upon proot that the 
railway property is worth, without reference to Iran chi so value, an apioun t equal to 
the outstanding debt and capital stock. The hoard in determining this pays no 
attention whatever to the ownership of the stock or the dividends which the asso¬ 
ciation may desire to pay to the holders of its certificates. In other words, tho 
financial interests or affairs of this association receive no consideration whatever 
from tins hoard. 

Q. (By Mr. Phillips.) Does not this company violate the spirit of the law!— A. 
Well, it is contended so. 1 do not believe in such organizations. 

Q. Their legality has never been tested?—A. I am inclined t.o think that they arc 
legal. It is done in connection with real-estate interests. One objection, to my 
mind, is that it gi\ es a falso impression to in\ ostors who are used to dealing in stocks 
and bonds and who, as to Massachusetts railway stocks and bonds, have a common 
impression that they are passed upon by our hoard. I do not know that many peo¬ 
ple. are deceived. It is claimed by the “Massachusetts Electric Companies” that 
nobody is deceived. Perhaps that is true, but, in my judgment, it is not desirable 
to have this condition of things exist. 

Q. (By Mr. Pitchman.) What is tlie legal responsibility of the managers of that 
company?—A. They have a legal title to the stock and control the management of 
the street-railway corporations in which they own by voting the stock. 

Q. I mean, in this Massachusetts Electric Company, what personal or legal respon¬ 
sibility is thoro to the stockholders or owneis of shares of that company f—A. 1 do 
not know exactly. I am not familiar enough with their methods or their articles ot 
agi cement. 

Q. (By Mr. Faiuiuhar.) Are these certificates issued by the directorate of the 
Electrics?— Of that association; 1 understand so. Their property is held by 
trustees. 

Q. Is tho directorate of the Electrics the trustee of the stock?—A. It is my very 
strong impression that the trustees him* the entire control. They ha\e tho legal 
title to tho stocks, and they manage them and act as a directorate. Von see, that 
organization does not come before us, and 1 have to give you what is rather an 
impression than any knowledge officially. 

Q. (By Mr. Ripj.ky.) What is the relation between the aggregate amount of these 
trustees*certificates and the capitalization of all the companies which they control— 
is it greater?—A. I think that there is a watered condition— a difference between 
the original investment and tho present amount of what they call their outstanding 
capital. There is something more than tho actual investment value. 

Q. Is there considerable mole? Have you any idea of tho relative amount?—A. 
bo; I could not give you definite information. 

Q. Is there any difference in principle between this organization of all the street 
railways of Massachusetts and the organization of the steel industries in the United 
States steel corporation, so far as you know?—A. I do not think my opinion on that 
would he worth anything. 

Q. (By Mr. Farquhar.) 1 would like to ask you if you have any restrictive stat- 
natory legislation there on stock issues now?—A. Yes. 

Q. Is there any part, of your statute that covers the expression “certificates of 
stock” as representing property so that the word “certificates” could bo covered, 
whatever form stock or its equivalent may take?—A. I think not. 

Q. I am hinting now towards the decision in the Standard Oil case and the Amer¬ 
ican Sugar Refining Company, where the trusteeships had the authority to take up 
the stock and issue certificates of stock, apparently.—A. I am not familiar enough 
with the proposition that you have in mind to point out differences. 

Q. You would seem to suggest the possibility of this Electrics Company being 
able by law to issue certificates, and these certificates are probably stock, so .your 
statute in the State does not regulate to prevent it.—A. They are not. certificates of 
stock. Strictly speaking, the association has no stock. The Massachusetts Electrics 
have no shares known to tho laws which cover the issuing of stock and limit the 
purposes for which it may be issued, 
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Q. (By Mr. Clarke.) Does the commissioner of corporations of tho Common¬ 
wealth have to pass upon the ownership of certificates in the voluntary associa¬ 
tion?—A. My understanding is, ho does not. 

Q. (By Mr. Litchman.) What enforces the recommendations of tho railroad com¬ 
mission of Massachusetts?—A. The recommendations are enforced, I think, through 
the feeling that the subject-matter is carefully investigated and that tho attempt is 
made by 3 persons, who represent both sides—represent tho public on tho ono side 
and the private stockholder on the other—to reach a just conclusion, aided by tho 
feeling that unless such an error, such a mistake in connection with their recommen¬ 
dations can be found as to warrant an appeal to tho legislature to have it cured, it 
is practically final. 

Q. (By Mr. Ripley.) Have you ever had any case go to the courts?—A. Never 
had anything of that sort. 

Q. (By Mr. Phillips.) How does this company pay dividends when you have 
restricted tho other companies not to pay over 6per cent?—A. They have to pay out 
of what they get from the other companies. 

Q. If I understood you properly they were not to pay over 6 per cent, and the bal¬ 
ance would go into betterment?—A. That is the Lynn and Boston, one of those that 
tho Massachusetts Electrics owns. 

Q. (By Mr. Ripley.) How many do they own? What territory do they cover?— 
A. They are very largely in eastern and southeast^ n Massachusetts. They cover 
the whole part—nearly the whole of that territory—the eastern part of Massachu¬ 
setts, running from tho northern part of the State down to the south. 

Q. (By Mr. Litchman.) Now, would it be fair to say that your recommendations 
are respected and obeyed by the corporations because they are sustained by public 
senfiment of Massachusetts?—A. I think that has a great deal to do with it. 

CJ. Has it not been the experience of Massachusetts, so far as your knowledge goes, 
that tho public sentiment of Massachusetts has sustained recommendations .ade by 
tho railroad commission?—A. Every time that we made a recommendation against 
the railroad, that has been true, and there have been a great many of those, as the 
record will show. This last which made them introduce 500 mile mileage books was 
approved. When we have made a recommendation in support of the contention of 
the railroad, I suppose that here and there there is criticism, but 1 havo not within 
a year and a half known of very much. To illustrate, tho legislature asked that wo 
look into the question of passenger fares, and we considered first suburban fares. 
The city of Boston is peculiar in respect to its suburban business. It has a very 
largo traffic to and from Boston, anil these fares are generally admitted to be very 
low. Perhaps they ought to be very low on account of the heavy traffic, and yet 
there is a constant strife here anil there for lower fares. There was a request for a 
12-trip ticket on all the roads. The board, I think, does not bcliovo in establishing 
by legislation maximum rates of fares, but in leaving tho railroads to handle their 
rates as a busiuoss matter, and then in individual eases correct them if they are 
unreasonable. We felt that the suburban fares were as low as they should be. 
Therefore we said upon investigation, and gave the figures for our reasons, that we 
felt it would work a reduction of the revenue of the railroads which would ho 
unreasonable, in view of the very active competition of the street railways around 
Boston, and in viow of tho fact that the suburban business on tho railroads near 
Boston was then on a decline rather than on an increase. Well, the legislature, 
instead of overruling that conclusion, took an intermediate step. There was then 
in use a 50-trip ticket. These people wanted a 12-trip ticket, which wo refused to 
recommend, and the legislature passed a law for a 25-trip ticket. I he essential 
thing is that the prosperity of the company shall not bo interforiod with, and that 
there he a very careful inquiry on the part of the men who are trying to get at the 
exact facts without bias, and then if they are wrong (and no man is infallible, and 
no board is,) the railroad on the one hand, or tho people on the other hand havo a right 
to appeal to tho legislature. I think the strength of tho Massachusetts system is 
shown in the fact that there has been so little of that appeal. 

Q. In almost every case where that appeal has been made, the legislature lias sus¬ 
tained the findings of the hoard, has it not?—A. Yes; it has been generally true. 
1 hud in my mind the impression that last winter, owing to the peculiar interest in 
the Boston and Albany and the New York Central, tho Fitchburg and the Boston and 
Maine leases, they worked through the legislature .against our recommendation an 
insignificant measure, but I do not recall the statute. 

Q. It has been claimed, I think before this commission, that there was some dis¬ 
crimination in the handling of freight in East Boston by the Union Freight Rail¬ 
way, as it is called. Do you know anything about that?—A. No such claim has yet 
come before our board. I would say on the subject of freight rates that we have 
pending three cases, one the coal rate in Brockton, Mass., a thriving place that lias 
grow r n rapidly for the last 25 years, and another case involving rates on lumber. 
Who owned the Union Freight Rail way?—A. Ido not know. 
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Q. As far as you-know thero is no discrimination in the handling of cases from one 
road to another or from one shipper to another?—A. As far as I know, no. Our 
hoard has to do continually with individual cases, and in this way, as you will 
appreciate, we have worked out general propositions that will apply to other cases. 
Last year we had over 300 matters, involving hearings almost every day, so that wo 
are constantly coming iu contact with the railroad on one side and the people on the 
other. 

Q. (By Mr. Ripley.) Do you have the power to fix the price of stock in casos of 
purchase?—A. Yes; and on that question there lias been a great deal of discussion, 
if the issue of stock is authorized and the purpose is proper and the amount is a 
proper amount, the law compels us to fix a value at which it shall lie offered to the 
original stockholders. If the capital stock was originally $100,000, and the road has 
improved and been prosperous and the stock has gone up to, say, twice its original 
value, wc have to fix the value accordingly at which it shall he offered to the stock¬ 
holders. That leaves a capital composed of two parts, based upon different condi¬ 
tions. The original amount paid iu has the par value of $100 a share. The new stock 
is paid iu at twice that rate, so tin' total investment in tho railway property is differ¬ 
ent from the total authorized capital. Now, it is contended that when questions 
afloctiug revenues come up, there is difficulty in dealing with those stockholders 
fail ly and equitably. The company pays the same rate of dividend to each on each 
share when a man has paid perhaps $i00 for one share and $200 for another, or one 
man has paid $10(1 and another man has paid $200—not paid into each other’s pocket 
as in the market sale of stocks but into the enterprise. Up to the present time it 
has not been a matter of any essential trouble to us, hut it is argued that it may he; 
that the time may come that it would have been bettor to have had all the capital 
paid in at par value and represent the actual investment in public enterprises. 1 
believe there is force in the suggestion, hut at the same time my acquaintance with 
these problems lias only been of about a year and a half. 

Q. Has an\ effect of the lenses of the Boston and Albany to the Now York Central 
or the Fitchburg to the Boston and Maine been observed either in rates or in service 
up to I he present time?—A. 1 think it is a littlo too early to discover any effects in 
one way or tno other. 

Q. What dangers or difficulties, if any, are to he apprehended so far as the port 
of Boston or tho industries of Massachusetts are concerned?—A. I have always 
assumed that it was generally to the public advantage, and that the port of Boston 
would benefit from the consolidations. It was understood that was the feeling of 
those that ad \ oca ted it. The result of tho lease of the Boston and Albany to the New 
York Central has boen seen to this extont, that under tho statute they have taken 
preliminary steps to issue stocks and put in more capital for terminals. 

Q. What will that mean as to the development of terminal facilities in Boston?— 
A. It must mean a groat improvement. 

(J>. Do the terms of the loaso prescribed by the legislature require that action on 
their part?--A. \cs. 

Q. What things are included in either of those leases, eithor in tho matter of rates 
or otherwise?—A. The operation of the road and the maintenance of tho road is just 
as fully under the supervision of the hoard as before, and the State’s right to pur¬ 
chase it (if it ever secs fit) is still retained. 

Q. There is no possible evasion of responsibility by tho hoard in any respect by 
tlioso leases?—A. I see none whatever. 

Q. Will there ho any effect in rates or otherwise in the absorption of the Massa¬ 
chusetts Central Railroad? Has that ahsorpf ion taken place yet?—A. I suppose that 
the control has passed. 

Q. Were you called upon to fix tho price of the stock?—A. Yes. 

Q. Will you explain what your policy has been, or ou what principle you proceed, 
in fixing the price of stock to he purchased by another road?—A. In this particular 
case we were asked to fix, not the value, but the purchase price which the Boston 
and Maine ought to pay, and in doing it we considered the value of the property 
aud the histoiy of the property. Thero had been a,practical agreement between 
the owners of the preferred stock and the Boston and Maine, and we therefore said, 
“As \ou have agreed on that, we will not disturb the agreement. It is a trade 
between^ on two.” Of course thero were some who claimed that they ought to he 
paid more, hut we felt that was substantially a matter of bargain, and there was no 
reason m the public interest to prevent our approving it. The common stock meant 
practically the balance of the purchase price of the property, aud we looked into 
the structural value of the railroad, what it originally cost, what it would cost 
to-day, and then wo looked into tho value of the property for railroad purposes, and 
we felt that it was a very valuable piece of property. 

Q. (By Mr. Phillips.) Dili you take into consideration the franchises?—A. We 
did not have to go so far as that. We felt the fair value of that railroad property 
to the Boston and Maine for railroad purposes, outside of the franchise, was at least 

16a-54 
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,■16 ranch as ire asked them to pay by fixing the price of the common stock at 21 . 
file Boston and Maine suggested 15, but we found 21. 

Q. (By Mr. Ripley.) lias this policy of strict financial control worked well nu 
the whole in Massachusetts t—A. I think it has. 

Q, And there is no disposition at present observable oil the part of the legislature 
or the people to repeal itf—A. On the contrary, I think tho feeling in its favor 
lias grown strongor ami stronger. Men who come before me aud discuss the ques¬ 
tion, lawyers who were formerly opposed to it, admit that the security of railway 
stocks has been affected for the benefit of the railways and tho bonolitof tho poople. 
The board does not undertake to guarantee tho success of the enterprise. We say, 

“ You have got your railway. Whether you will be able to earn anything out of it 
is for business men to determine. The capital has been properly invested in rail¬ 
way property.’’ 

q. Do you, as a matter of policy, protect the railroads against undue competition 
by paralleling, or in anv way?—A. There is a statute that provides that in case of 
any n*nv railroad enterprise the board shall pass on the propriety of it. The 
street railway development is a matter of recent growth, aud tho proposition is 
before the legislature to give us the same authority. Within a week, however, a 
hill which contains that provision was amended by striking out that part of it. 
There is another bill be foie the committee on street railways which has the provi¬ 
sion in it that we should pass on the propriety of any new street-railway enterprise 
in the same way that we would pass on tho propriety of a new railroad. 

(J. Do you see any objection or any practical difficulty, other than in securing tho 
legislation, in the way of extending the powers of the Interstate Commerce Commis¬ 
sion in a way similar to that you havo prescribed in Massachusettsf—A. I am 
strongly prejudiced in favor of the theory that has boon at woik in Massachusetts, 
and I do not personally see any reason why such a theory of supervision could not 
bo extended to the national hoard. 1 understand that is not what they want. They 
want to make rates. Wo think that is not desirablo. I do not want to pass on the 
conditions that exist, outside of Massachusetts. From our experience we believe in 
our jiowei of recommendation aud advice. 

Q. Tho difference between the |>roposed policy of the Interstate Commerce Com¬ 
mission and that of Massachusetts is that you exercise very little jurisdiction over 
rates, hut a strict control over the capitalization?—A. No; I would not want to 
admit that, because I think we exorcise a very material ml!nonce over rates. 

Q. Not bj presciibing them in advance!—A. Only through our power of iccoiii- 
mondation; not. fixing anv rates, but supervising rates in individual instances. 
There have been cases of that kind already decided and there will he of liens where 1 
have no question whatever hut the rates will be changed. We ha\e brought about 
changes in thestieet railway and in railroad rates within a \oar, and then* will ho 
more within another year. 

(J. Your control is to a considerable degroe exercised through your power to jiass 
on general matters of finance as well as upon the making of ratesf—A. I think our 
control over the financial question does strengthen us in other questions. 

q>. (B> Mr. Phillips.) Ifn\e yon am thing to volunteer, in jour own way, that 
has not been covered by questions?—A. I have not. 1 would he glad to furnish any¬ 
thing that can gi\e aid to the commission ,< am time. 

(Testimony closed.) 


Washington, 1). ('., Mays, 1001. 

TESTIMONY OF MR. CHARLES D. GRIFFITH, 

lleprenentativc of the Denver Chamber of Commerce. 

The commission met pursuant to recess at 2.10 p. m., Vice-Chairman Phillips jiro- 
siding. At that time Mr. Charles D. Griffith, of Denver, Colo., representative of the 
Denver Chamber of Commerce and Hoard of Trade, was introduced as a witness, 
and, being duly sworn, testilied as follows: 

Q. (By Mr. Ripley.) Will you state, your occupation aud vonr relation to the cham¬ 
ber of commerce?—A. I am m the wholesale boot and shoe business, aud a director 
of the chamber of commerce. 

Q. Do you appear officially to represent them?—A. Yes. (Producing letter and 
handing to chairman. < 

<*Tiik United States Industrial Commission, Washington, D. C. 

“Gentlemen: This is to certify that Mr. Charles I). Griffith has been appointed 
to represent the Denver Chamber of Commerce and Board of Trade before your com¬ 
mission as a witness concerning transportation topics. 

“ Respectfully, 

“The Denver Chamber of Commerce and Board of Trade. 

“By Arthur Williams, Sewctarij” 
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Q. Have yon any general statement to make!—A. There is a general statement 
prepared by tko froiglit committee of the bureau that I might read. 

(Heading:) 

“CONDITIONS AT DENVER. 

“That Denver is what she is, is by virtue of the diversiiied mineral resources for 
which the State in which she is located is noted, and by virtue of her own inherent 
qualities, her superior climatic conditions, pure air and abundant sunshine, and not 
by reason of any substantial recognition and assistance on the part of tho transpor¬ 
tation companies. That her population now numbers, according to the census of 
1901, 133.859, is a continual source of surprise to her citizens, iu view of the manner 
in which her commercial development has been handicapped by reason of restrictions 
imposed by the transportation companies and by reason of the limited population 
of the Rockv Mountain region. 

“ (Geographically her location from a commercial standpoint is somewhat unfortu¬ 
nate. Denver has never enjoyed a basis of distributive rates on either cast or west 
bound business originating here that would enable her to compete with the Mis¬ 
souri River cities and points east on the one hand, or with Pacific terminal points 
with California products on the other hand. On tho contrary, she has always been 
away station, so far as general rate making is concerned, in territory west of the 
Missouri River. To-day, as for many years past, tho Missouri River is substantially 
the base line of rates to and from all points east of the meridian on which that river 
is locatod. From Denver west distributive rates in effect are the results of combi¬ 
nations and concessions made from time to time and of character entirely local, not 
governed by any well-detinod law. 

“ Denver claims, and wo think justly so, that her merchants and manufacturers 
should leach all points \\ est on the same competitive basis that those points are now 
supplied from Eastern trado contois. We believe that there is one general pnuciplo 
that should govern in placing Denver in this position, i. e., the removal of the pres¬ 
ent base line upon which Western rates are built, from tho Missouri River to a north 
and south line passing through Denver and Cheyenne on the north and Colorado 
Springs, I’tieblo, and Trinidad on the south. By such recognition only will mercan¬ 
tile and manufacturing into rests located on this meridian bo placed upon the same 
commeicial footing as Missouri River cities. 

“In a few words, the rate situation as applying to business outward bound from 
Denver is about as follows: The rates to Wyoming points are of an arbitrary char¬ 
acter, dictated and controlled by the Union Pacific Railroad, and so adjusted ns to 
throw the greater volume of business to the Missouri River and farther Eastern cen¬ 
ters. Tho Utah and Montana rates are based upon the Missouri River ratos, and arc 
quite uniformly 80 per cent of that late, a sufficiently high percentage to quite 
effectually deter Denver merchants and manufacturers from invading that territory. 
The Utah rate is also based upon the Missoni 1 River rate and amounts on class froiglit 
to about 70 per cent of that rate, a sufficiently high percentage also to prevent any 
considerable business originating at Denver. 

“The New Mexico into is in the main an arbitrary, blanket rate, quite fairly con¬ 
ceded to Denver merchants by the railway lines distributing in that. Territory. In 
the State of Colorado alone are Denver merchants allowed to distribute their prod¬ 
ucts on precisely tho same basis as governs Eastern competitive business. Wo 
therefore maintain that the only equitable basis would be as a result of the entire 
readjustment of rates west of Denver, based upon a north and south line through 
Denver. 

“Again, Denver and Colorado commou points arc greatly handicapped by reason 
of the limited number of commodity rates into and out of these points. Colorado 
common points have to their credit about 195 commodities from the Atlantic sea¬ 
board. Utah has a list of commodities varying from 300 to 350. Montana and tho 
Pacific coast States have a list of something like 1,136 commodities from the Mis¬ 
souri River. By comparison the number accorded Colorado common points is dis¬ 
criminatingly small. In comparison with Pacific coast terminal points Colorado 
common points aie not to be considered. These rates occupy a class b'y themselves 
and are substantially the same from Colorado common points east and west bound 
as they are from the Missouri River, although the mileage from Colorado common 
points is approximately one-third less. 

“ UNIFORM CLASSIFICATION. 

“It is our opinion that the adoption of a uniform classification would be alike 
beneficial to transportation companies and shippers. It would certainly simplify 
the present system of billing and make more economical this particular class of 
work on the one hand, aud eliminate much occasion for complaint and annoyance on 
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the other, and at the same time would tend to equalize and prevent discriminations 
which can not but exist under the present system. We believe that shippers in 
general would greatly welcome the advent of a universal classification extending 
from seaboard to seaboard. 

“consolidation. 

“ One of the greatest evils with which a commercial and manufacturing commu¬ 
nity has to deal is the instability of rates. Hate cutting, either open or secret, is 
reeogni/ed as demoralizing and injurious. To a great extent railway consolidation 
is a corrective. I'niform and stable rates into this territory would work relief and 
hoof benefit, and such relief and benefit would bo further enhanced if, ly leason 
of such stability and uniformity of rates, a reasonable reduction would follow, as 
should he expected. Colorado would greatly deprecate through consolidation any 
attempt to cut oil' the Fort Worth gatoway, which constitutes at present a valuable 
check and safeguard over the all-rail linos. 

“ Piesent traffic conditions into Colorado on raw material haie much to do with 
the mutoriul prosperity of the State. The difference between the raw material and 
the manufactured articlo is not sufficiently great, to foster enterprises which would 
exist here oxcepfc by reason of this fact. Present high rates on raw material act as 
a tariff and enable a few local industries to maintain prices such as to discourage or 
make impossible the proper development of our manufacturing interests. 

“W. A. Hovkh, 

“ Chairman Traffic Bureau, Denver Chamber of Commerce and Board of Trade,” 

Q. (By Mr. Ripley.) The primary ground of complaint, then, seems to be the high 
rates from the Fast into Denver as compared with the rates fiom the Fast to San 
Francisco, which is also a competiti\e shipping pointf — A. Well, not so much that 
as it is the rate on the raw material that is shipped into Denver compared with tho 
rate on the manufactured product., especially in tho iron and steel line. 

Q. Will you state to the commission at tho outset the principal mads which are 
engaged in tiaftic at the city and the character of the traffic east and west?—A. 
There are 5 lines coming direct to Denv» r—the Union Pacific, the Bmlington, the 
Missouri Pacific, the Rock Island, and the Santa Fe. The Union Pacific, of course, 
is a through line. Its main line goes through Cheyenne, a hundred and some miles 
north, while the Missouri Pacific connects and runs through on the Rio Grande via 
Pueblo, 115 miles south. The Santa Fe has a direct line to California through tho 
southern edge of Colorado, and has a brant h into Dou vcr. So while wo ha\ o 5 lines 
entering the cityfinm the Missouri River, three of them, you might, say, connect 
direct with the West, making transcontinental lines. Then we havo a water route, 
as wo call it, through the Fort Worth gateway—water transportation t.<> New Orleans 
or (Jalwhton and then into Denver, which works on an arbitrary iate with a differ¬ 
ential of 39 cents per hundred. Our rate to Denver—I will speak of first class, as 
that probably covers more than .anything else—is $2.72 per bundled, all rail, from 
New York or from the Atlantic coast, and $2 33 by way of the (lull'. The\ haul by 
way of Newport Nows, the Kauawha Dispatch, Cumberland Cap, and Norfolk and 
Western, and then through St. Louis or Chicago to Denver at $2.33, tho same as the 
Gulf rate. 

Q. Is that route by the Norfolk and Western and the Kanawha Dispatch a part of 
one route?—A. Yes, and by water from New York to Newport News. 

Q. And there is no further connection?—A. No further connection. 

Q. Do you know the reason of those differentials?—A. Tho differential is caused 
by the length of time it takes. It takes quite a good deal longer to ship by way of 
New Orleans or Galveston. 

Q. (By Mr. Phillips.) Will you please stato the distance between New Orleans 
and Galveston and New York?—A. 1 do not know that 1 can. 

Q. Or the distance by land from each point?—A. The distance from New Orleans 
is something like—I am not able to gh e that exactly. I ean add that. 

Q. (By Mr. Ripley.) Will you now speak of the nature of the traffic and of the 
character of'the manufacturing and of the jobbing business at Denier? -A. Our 
largest manufacturing industry is the cotton mills. \\ e manufacture quite a good 
deal of paper that newspapers are printed on, and a great deal of mining machinery, 
and then we might mention, in connection with Denver, the Colorado Fuel and Iron 
Company, which manufactures at Pueblo a great deal of iron and steel of all kinds. 

Q. (By Mr. Phillips.) Is there any petroleum manufactured or refined there?— 
A. Not in Denver; no. There is a great deal of oil in the State, they say, but they 
do not refino it there. 

Q. Do you know any reason why it is not refined there if there are quite large 
quantities produced near?—A. No: I do not. 

Q. (By Mr. Ripley.) What is tlie territory within which you can at the present 
time carry on the jobbing business profitably under the rates imposed?—A. Colorado 
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Is practically our ground. The local roads that are running out of there—that is. 
the Denver and Rio Grande, the Colorado Southern, and the Colorado Midland—add 
the local rate from Denver or Pueblo or Trinidad or common points to the territory 
within the State. The Rio Grande docs not go out of the State but a very little way. 
They simply add to tho Denver common-point rate that of the local road. 

(). How does the rate from Chicago to Denver compare with the rate from New 
York to Denver?—A. They charge $2.05, first class, from Chicago and $2.72 from 
New York. 

Q. IIow do the rates from Donvor to San Francisco compare with those from Chi¬ 
cago and New York to San Francisco?—A. Thoy aro practically tho same—some 
difference in commodities. 

Q. Does that condition give riso to complaint on the part of your merchants?— 
A. Our rate is practically the same from Denver, which is something over 2,000 miles 
nearer to the coast, as from New York and Chicago. 

0. In other words, you mean that it costs as much to ship from Denver to San 
Francisco as it would from Chicago and New York?—A. Precisely. 

Q. Has this question of the rates imposed at. Denver been officially brought to the 
notice of tho Interstate Commerce Commission?—A. Yes; this has been before tho 
Interstate Commerce Commission and a suit w as tiled called the Kindel case, I think. 

Q. Did it have the desired result?—A. Wo hardly think so. Tho decision is not 
clear to me, but practically, as near as I can diagnose it myself, it gives us the same 
rate from Denver west as from Chicago west, or rather the Atlantic coast west.. 
They could not. charge us any moie than they could Chicago or Now York or St. Louis. 

(J. (By Mr. Phillips.) Could they charge you as much as those, points?—A. Yes; 
as much. 

G. (By Mr. Ripley.) Did a modification of rates follow as the result of your suit f — 
A. They have not gone into effect .vet, as 1 understand it. 1 think they aro going 
into effect this month sometime, unless prevented by the courts. 

Q. (By Mr. Phillips.) Was the ease appealed after being heard? You speak now 
of the ruling of the Interstate Commerce Commission alone, and not. of the court? It 
was not finally adjudicated ?—A. No; it was not finally adjudicated. 

<). (By Mr. A. L. Hakims.) Against whom was the complaint—what roads?—A 1 
think in was Kindel v. The Atchison, Topeka and Santa Fed It commenced quite a 
while ago. 1 am not really familiar with the decision. 

Q. (By Mr. Ripley.) You have, however, not received nn\ benefit by tho action 
of the, Interstate Commerce Commission as >el ?—A. Not so far; no. 

Q. What is piimanly tho complaint at Demoi now? This ease of Kindel, I under¬ 
stand, was brought up several years ago?—A. Yes. We will take, for instance, tho 
territory m Idaho and Montana where we want to job goods. It is territory, we 
might say, belonging to Denver, as we aro the nearest largo city to them and the 
nearest people to supply them. The rate from tho Missouri River is $2 50 a hundred, 
first class, to Montana common points and Idaho common points, while tho rate from 
Denver is $2, making a difference of only 50 cents in the first-class rate from the 
Missouri River and from Denver, although Denver is some GOO miles nearer to these 
places, and thoy are all the way from 400 to 1,000 miles from Denver. Now, that 
would make, if you combine the rate to Denver and from Denver to those points, 
$4.72, while if you combine it with tho Missouri River rate it is $3.07, making a dif¬ 
ference of nearly $1 per hundred. Now, the Mississippi River points have a car-lot 
rate on first-class goods to those Idaho and Montana points of $2.90. 

Q. I )o you enjoy carload rates ?—A. We do not have carload rates on boots and shoes. 

Q. What, then, are the exact, figures on freight rates with which yon are. concerned 
in endeavoring to sell as a jobber from Donvor to a Montana common point, we, will 
say ?—A. We aro eoneorned with a $2.50 rate fioni the Missouri River to these points 
on first class, and in car lots a $3.10 rate per 100 from Chicago, and a $2.90 rate from 
the Mississippi River. 

Q. How does the rate from Chicago to Denver, plus the rato from Denver up to 
Montana common points, compare with the rate from Chicago directly out to the 
same common points?—A. It would he $4.05 by Denver and $3.10 direct. 

Q. In other words, the jobber in Chicago is able on 100 pounds to underbid the 
Denver jobber by about 95 cents?—A. Ninety-five cents; that is correct. 

Q. Was that the main contention in the case brought before the Interstate Com¬ 
merce Commission?—A. No; tho main contention there was more on the through 
rates to the Pacific Coast. A similar case was started by the Colorado Fuel and Iron 
Company on getting their steel and iron to tho (-oast, but they put in a rate for them 
of practically what they were asking for. Then the case was taken by Mr. Kindel, 
who is an euthusiastfc freight agitator and thoroughly posted. He is a manufacturer 
of mattresses in Denver, and was at that time in the chamber of commerce. 

Q. (By Mr. Fakquhak.) This tariff that you are discussing now is on manufac¬ 
tured articles entirely?—A. Yes. 


1 See also Reports of Industrial Commission, vol. iv, pp. 251-284. Compare testimony of Mr. Stubbs 
p 769 of this volume v 
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Q. (By Mr. C. J. Harris.) Do you say they gave the Colorado Fuel and Iron Com¬ 
pany that rate I—A. The railroads put a rate in before tho decision was brought 
about. I think they have taken that rate away since. That is only hearsay. 

Q. Does that apply to that special company or to all goods of that class?—A. They 
practically were the only ones that were manufacturing that class of stuff at the 
time. They are the only iron and steel manufacturers we have. 

Q. (By Mr. Farquiiar.) While you are discussing this arc you taking in the job¬ 
bers’ side of the question alone from Denver or the manufacturers’ side?—A. We 
have comparatively little manufacturing there. 

Q. So that the entire argument is as to the jobbers?-A. It is all practically on 
the jobbers’ line, but w r e want to call attention to our manufactures in iron, machinery, 
and steel products. Those are the principal things that we have manufactured there. 

Q. (By Mr. Ripley.) The case prosecuted by Mr. Kindel had reference, however, 
more particularly to possible manufactures, did it not?—A. Yes; he was taking up 
manufactures more especially with the western outlet. 

Q. We had two distinct classes of problems, ono relating to manufactured goods— 
that raised by Mr. Kindel—and the one you have already outlined, having reference 
to the position of Denver as a jobbing center ?—A. We desire to represent the manu¬ 
facturers as far as possible also, but tho jobber is taking in all interests and wo aro 
more familiar with him. 

Q. Taking up tho first, then, with reference to manufactures, how do the rates on 
raw materials compare with the rates on manufactured products?—A. Well, they 
vary. There aro some of the manufacturers that have been ablo to get in a com¬ 
modity rate that relieved them; others ha\o not. The matter has not been thor¬ 
oughly fixed with all of them. In the matter of pig iron, a large manufacturer of 
machinery told me rocently that, although pig iron was manufactured there at 
l’ueblo, close to us—a Colorado product—they bought considerable pig iron in Pitts¬ 
burg, although the rate was high; that tho Colorado Fuel and Iron Company made 
their price just high enough so that the freight rate covered it. 

(7. The freight rati 1 , thou, on a raw material like that acts practically A. (Inter¬ 
rupting.) As a tariff. Thai is what I claim. I think the rate is given on pig iron 
from Chicago to Denver as $9.20 per ton of 2,240 pounds, and on railroad iron manu¬ 
factured as $9.B0. There is not much difference between the manufactured article 
there and tho pig iron. 

Q. Is their any community of ownership, as far as you know, between tho Colo¬ 
rado Fuel and Iron Company and the railroads, or do they operate to mut ual advan¬ 
tage?—A. No; I do not think there is any. I do not think they are connected spe¬ 
cially in any way. Of course, the principal owners of (lie Colorado Fuel may bo 
large owners in railroads. However, I do not think that that has cut any particular 
figure. 

Q. (By Mr. Phillips.) Can you briefly state about the supply of ore and coal and 
limestone?—A. Well, the supply of ore and coal is practically unlimited, wo think. 

Q. Is it convenient?-A. Quite convenient; yes. 

Q. And the eoal ?—A. Tho coal is quite convenient. 

Q. Good quality?—A. Good quality; all tho way from lignite eoal to anthracite. 

Q. Limestone?—A. Plenty of limestone. 

Q. Is that convenient also?—A. Also convenient. 

Q. Can they not manufacture iron as cheap there as they could in Pittsburg, bring¬ 
ing ore from Lake Superior?—A. It looks aw though they ought to. They get tho 
best quality of iron from Wyoming, just at the edge of Colorado. Hartville, Wyo., 
is the site of the iron mines. There is quite a good doal in Colorado, but that in 
Wyoming is the easiest to get. 

Q. And yet there is some pig metal shipped from Pittsburg?—A. Yes; a great 
deal of it. 

Q. Is that because the, local works are not sufficient to supply?—A. T do not 
really know. They have very large works and they are always busy. Tho Colo¬ 
rado Fuel and Irop Company has got the ground pretty well covered in iron and 
materials that they need and coal; thoy have the territory pretty well covered. 

Q. (By Mr. Ripley.) Are they independent of the United States Steel Corpora¬ 
tion?—A. So they say; I do not know. 1 am not able to answer that. 

Q. (By Mr. C. J. Harris.) Why would they ship in if they were in one of those 
syndicates? If they have all the facilities for making iron, why do thoy ship it in 
from Pittsburg?—A. If they can buy it for less money from Pittsburg. I have 
understood that the Colorado Fuel and Iron Company have not been able to take 
care of all their business and that they themselves have been forced to ship in 
material. 

Q. Yes; nut if you have all those conditions for making iron there, and you have 
this protective freight rate which you mention, one would think other looal com¬ 
panies would be started.—A. That is true. 
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i). And iron would bo manufactured?—A. I presume there will bo a great many 
more of them there. Colorado in practically a baby; she is very young. 

Q. (By Mr. Paikp'Uak.) Have the people of Colorado any desire to go into iron 
manufacturing independent of the Fuel and Iron Companyf—A. That 1 could 
not say. 

Q. Have there not been many attempts made to interest people in investments in 
iron?—A. I am not familiar with that. That is practically owned, 1 think, bv Col¬ 
orado capitalists. It was started originally by the Wolcotts—Mr. llenry Wolcott 
and Mr. Ed. Wolcott. 

(J. Is it not a fact that you have used your capital in Colorado to make other 
developments in preference to iron and steel?—A. It may have been so. 

{}. Has It- not been a common remark in Colorado that you have mountains of iron 
there that you will have until \ou get through with other more valuable indus- 
tiiesf—A. Well, there are many mdustiics there to w oik on— iron, steel, eo:il, gold, 
and silver, and I presume, there are all kinds o! metals. They claim there are. How 
mneh is ti ne, I do not know, but there are lew people in Colorado to handle all this 
compared to what there are in the East. The population, 1 think, is only some¬ 
thing over half a million, and the State is a very largo place. It would coverall 
New England and more besides. 

(I5y Mi. Kiim.ky.) Do we understand you to sa> that a huge amount of iron 
ore is actually at (be present time controlled by one company ■— A. The, Colorado 
Enel has leases oi the ownership of a great- deal of it. 

Q. It lias boon practically a monopoly up to the present time?—A. It could be 
termed so. 

(). Is it the impression of the pooplo of Colorado that a I eduction of the rates oil 
pig iion from the East would result- in a reduction of the pneo of that commodity as 
producod in Coloiadof—A. The manufacturers oi lion in Demer have so stated to 
me, that l.he t \ considered that the. higher late on pig lion acted as rather a t-aiilf for 
the Colorado Fuel and lion Company. That I am unable (o state myself. 

(J>. Has this matter been brought to the attention of the railroads concerned ?—A. 
I do not know that it- has. 

Q. (By Mr. Faiujiiiiar.) Do you kuow the difference in the, cost of manufacturing 
pig at I'ittshurg and in Colorado?—A. No. They say it costs them more in Colorado, 
The labor is higher, and gcneial expenses of that character would be higher in Col¬ 
orado. As to the cost of producing it or putting it in the mill I am unablo to state. 

<V. ( Bv Mr. ltiri.KX.) Can any of the pig iron go out to the Pacific coast, or does 
any ol the coal go to the Pacific coast u tide i the iat.es now prevailing?—A. Iain unable 
to answer that. 

ty \on are not prepared, then, to say whether the supply of coal in Colorado 
might, compote with t,lie supply fiom the northern Pacific coast at .San Francisco if 
the rates we.ro reduced to a sufficient degree?—A. No; I am not. 

iy Taking up the question ot dictates as they concern the jobbing trade, what 
would ho the effect of establishing a new rate bn.ds at Denver, as desired by your 
met chants, in the same way that the rate basis exists at Kansas City? Would that 
enable you to compete on pcrteetly equal loims? — A. I think it would eiialdo not 
only omsehes, but those who arc in line with us, to compete on equal terms, and 
would not be an injustice to any of them. We rather think that if wo should have 
unequitable rate there that was based on our line, when there were any cuts on 
lates it would lui\o to apply to everything west ot it, and would operate to prexeDt 
those cuts and smashes ot lates, and might bring it down to an equitable basis. We 
iarel\ hear of cut isites to the Missonii Khcr, because if the rate was cut for one it 
would apply to the w hole Wyst. Now, a rate that applies to Denver does not apply 
anywhem else practicall>, and e\ery once in a whi.e there is a slashing of rates and 
down they go, and people insli m goods, and the rates go up again, and it makes it 
nnstable and unsatistaetory. 

Q. (By Mr. Faiuji iiak.) What ©fleet would the establishment of a now basis of 
rates, with Denver as the center, have upon the Missouri rates and the coast rates?— 
A. If they based it on Demer, it would depend entirely upon where they put their 
rates. If they left them ns they are, and then put the rates West as they are, it 
would necessarily e't.her reduce Demer to the late that now applies from the river 
less t,ho rate to Denver, or they would lia\o to raise. 

Q. What argument in the amount of tonnage that this new basis would make 
would hold good with the railroad men?—A. I would ho unable to speak ou that. 

Q. You are aware that that is one of the greatest reasons that enter into the change 
of all basis?—A. 1 presume it is. 

Q. If you can not furnish the tonnage, you can not bo entitled to a base line, cau 
you?—A. No. 

Q. It would he simply a matter of division as to wliat there is to the west of it and 
wliat. there is to the Missouri River. If you are participants in a lower rate, would 
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you not have to show a tonnage there to got that rate?—A. We do not want a lower 
rate. We want the same basis of rate. 

Q. You want a prorate of the through rate?—A. A prorate of the through rate. 

Q. Now, what argument can Denver give to the Western traffic lines for making a 
now base line?—A. All the argument we can olfor is the amount of business we have 
already got and what this change would develop. Jt is a now country and it must be 
developed, but you can not develop a country unless it has an outlet for its products, 
and if you discriminate agaiust that country it never will develop, and wo can 
not furnish the tonnage. We can not furnish the tonnage first because the rato is 
agaiust us. 

Q. Your difficulty in distribution is the fact that you are paying really Missouri 
rates, and that in your local distribution you must add all local rates, so that you 
have no profit?—A. We are not minding the rates in Colorado itself because, every¬ 
body has to pay the same. There are points in Colorado whore the iirst-class rate 
from Denver is $2.50. That is pretty high. We are not complaining of that because 
everybody cast of us pays the rato to Denver plus that rato. While it is very exces¬ 
sive we think at the same time it does not work a detriment to Denver. We are not 
figuring on what the rates will be; we are simply tiguring on getting to a basis 
where we can compete with the rost. From the railroad standpoint it might not bo 
practical. We are not railroad men, and their side might look at it quite differently. 

Q. (By Mr. Kii’LEY.) Was there not the same objection to establishing a new bas¬ 
ing point at Kansas City a good many years ago as against Chicago?—A. I do not 
know. 

Q. If so, would there not be tin* same argument in favor of establishing a new 
basing point at Salt Lake City over against Denver?—A. That would be. right. 

Q. Your people, then, could not consistently ask for the establishment of a new 
basing point at Denver without at the same time lecogni/ing the right of a city on 
the west for the same treatment, could they ?—A. They could not; but now there are 
some goods, they toll me—I am not familiar with them—that you can ship from the 
East to San Francisco and ship back into Utah to the Colorado line practically for 
less money than we can ship them to Denver and trom there to the Colorado line. 

Q. Would that bo possible from Chicago?—A. No; because the rato is so much less 
in proportion from Chicago to the coast. 

if. 1 thought I undeistood you to say that the rate from Chicago to the coast is 
the samo as the rate from Now York to the coast?—A. That is right; but our rate 
from Denver is so much higher to the coast than it is from Chicago there in propor¬ 
tion, and then our rate out to Denver from the East is so much higher. Chicago has 
a better rate to Utah and Montana common points in propoition than wo have. 

{}. Is it against the jobber in Chicago now that you contend or against the jobber 
in New York?—A. Well, it is against, all of them in one souse, because all of them 
lia\e a better rate to those points than we have. 

(.). As a matter of fact, whore is the center of the jobbing business with which you 
have to contend? Is it in the far East, in Now York, or is it at Chicago?—A. Well, 
Chicago and the Missouri River points do the principal business tboro. They all 
cover it pretty thoroughly. 

Q. What is the argument for giving Chicago the same rate to the Faeific coast that 
New York enjoys?—A. I presume the manufactured articles that, they make similar 
to those made in New York justify them in having tlio same rate. It is a shorter 
distance. 

Q. One is practically 1,400.miles nearer San Francisco than tin. other and yet they 
both enjoy the same rate at the present timo?—A. Yes. 

Q. The rato from New York to San Francisco wouldjio conditioned by water com¬ 
petition, I suppose. Would that apply in the case of Chicago also?—A. No; I think 
not. I hardly know how Chicago could transport there by water. 

Q. The difficulty, then, which you have in meeting competition from the East is 
from both New York and Chicago, or from any center east of the Mississippi River 
regardless of distance?—A. It is from any point cast of Denver really. They all 
havoa better rate or combination of rates. All the rates west of Chicago take the 
eastern basis of 67 cents first class; all west of St. Louis take a basis of K7 cents to 
St. Louis, and west of the Missouri River I think it is $1.47. They all have this same 
basis and their rates are all the same to these points west of Denver. Kansas City, 
Omaha, St. Joseph, Chicago, St. Louis, all river points—the rates added from the 
Atlantic seaboard are the samo. 

Q. From your statement we understand that there is some ground for complaint in 
the granting of commodity rates to the Pacific coast. Will you explain a. little 
further?—A. There are special rates made on certain items that have been brought 
before the Western Classification Committee, by which they were taken out of the 
class they were in and placed in a class of their own, a commodity, as they term it, 
having a special rate. 

Q. Will you name some of those commodities which have been granted special 
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rates?—A. These commodities vary. From Now York they aro one kind and from 
the Missouri River they are another. They are made to lit the State. 

Q. Do they apply equally to all shippers in those States?—A. Yes; I understand 
they apply equally. 

Q. They are not in the naturo of individual discriminations?—A. No. 

Q. Is the practice of giving rebates or obtaining them in one form or another at 
all prevalent in the West?—A. It has been. There has been none of it done for quite 
a while that I know of. 

Q. How do you account for its disappearance?—A. I presume by an agreement of 
the railroads to maintain the rates. 

Q. Does the Western classification prove oppressive at all on the various linos 
of business that are concerned?—A. It may in some cases, but I am not familiar 
with it. 

Q. Have any advances been made in rates in that territory in the last year and a 
half or 2 years?—A. No; the rates have practically stood tho same on first-class 
business, such as I am familiar with. 

Q. Von lia\e heard of no complaints because of a general increase of the classifica¬ 
tion?—A. None whatewr. 

Q. How about the distinction between carload and Iohs than carload rates? Is 
that distinction usually made in the Western territory?—A. I know very little about 
that. 1 know of no items in my line, or any that T am acquainted with, where we 
get carload ratos. 

{}. Are theie any commodities that go through from the East on a carload rating?— 
A. I do not know, except that Chicago has a carload rate into Montana common 
points. We have none in Denver. 

Q. Does not that operate to shut you out of that territory?—A. That has the 
effect of operating against us. 

Q. (My Mr. 0. .1. IIMinis.) Aro you quite sure they do not liavo carload rates in 
Denver (—A Yes; on shoes, I am. 

Q. I mean on any commodity?—A. None that 1 am familiar with. There may he 
a number of items, but 1 am not familiar with them. 1 presume there are. 

Q. (My Mr. Ripley.) How about that route by the Foit Woith gateway, which 
is. as I understood you to say, over the line of the Southern Pacific, road? What is 
the icason for the diffeiontial there?—A. That, is the diflerence by wator. They 
haul by water to Now Orleans, and then tho Southern Pacific takes it to Fort Worth, 
and the Colorado Southern and the Denver and Fort Worth to Den\ or. 

Q. That constitutes, then, at Denver, competition with tlio Union Pacific and 
other roads?—A. \es; with all through lines. 

Q. Suppose by railroad consolidation that gateway were closed and that dilferen- 
tiai were cut off, how would that operate as far as Denver is concerned?—A. I think 
it would make us all a $2.72 rato. It might not. 

Q. Is there a ’considerable volume of business that comes in by that line at the 
present time?—A. Quite a good deal. 

Q. Mainly of the lower classes?—A. Of a general class. I think they haul quite 
a good deal of business by that route. 

Q. Suppose the Union Pacific and tho Southern Pacific, which had been heretofore 
competitois, are, consolidated; would the effect of that, in your judgment, he to 
remove tli ; s 119 cents advantage, or would it have any effect?—A. ihat is problem¬ 
atical. It would depend entirely on the management. It might bo they would 
think best to close it, and then, again, they might be able to haul the goods cheaper 
by water, and would prefer to leave it open and haul by wator rather than haul by 
rail at a higher rate. • 

Q. What is the judgment of the merchants of Denver as to the consolidation which 
has been effected between tho Union Pacific and the Southern Pacific?—A. Some 
think it will be no disadvantage, while ot hers think it will. Personally I think it is 
problematical. 

Q. Are you familiar at all with the terms on which the combination of tho South¬ 
ern Pacific and tho Union Pacific was made?—A. No. 

Q. Other consolidations in that territory haNe been mentioned in the papers. 
Have you any knowledge respecting any of them?—A. Nothing but the newspaper 
talk. 

Q. What aro somoof these consolidations?—A. In tho roads of Colorado, the Den¬ 
ver and Rio Grande, the Colorado Southern and the Colorado Midland. A short time 
ago the Colorado Southern, by newspaper report, acquired a half interest in the 
Colorado Midland and also in the Rio Grande Western, that runs from the Colorado 
line west to Salt Lake. They elected the Colorado Southern’s president president 
of the Colorado Midland, and the president of the Rio Grande Western was made 
vice-president of the Midland. Now, since that, they claim the Missouri Pacific has 
acquired control of the Denver and Rio Grande and a half interest in the Rio Grande 
Western, and it is rumored that they are endeavoring to get control of the Colorado 
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Southern. In that case they would have all the roads practically in the State. We 
do not know what effect it would have if they did get them. 

<7. (By Mr. Fakqi’Hak.) What transcontinental line would control theso Colorado 
roads?—A. The Missouri Pacific has the Denver and Rio Grande and is trying to get 
the Colorado Southern. Then it was reported that the Union Pacific was trying to 
get the Colorado Southern. If the Union Pacific got it, it would amount to two 
different ownerships, two different transcontinental lines. 

Q. (By Mr. Riplky.) What if the Missouri Pacific acquired it?—A. It would all 
he under ono ownership and control. 

Q. Does the absorption of the Chicago, Burlington and Quincy by the northorn 
transcontinental lines havo any meaning for Denver?—A. Not that 1 am aware of. 

Q. Suppose all the roads iu that territory are finally gathered into two or three 
important systoms; would that in any way reduce the effectiveness of competition 
as it exists there?—A. It would certainly reduco competition. As to its effect, that 
would depend entirely on the management. 

Q. You complain, as representing the merchants of Denver, of tho unreasonable¬ 
ness of the rates to Denver and from Deuvor to the Pacific coast. How does it come 
about that the competition that has existed there between five roads has not remedied 
that condition?—A. 1 am unable to state. 

Q. Is there any evidence of joint action or agreement in any way to prevent a 
break in rates?—A. The simplo fact that they all have the same rate and have main¬ 
tained it very lirmly with reference to Denver would indicate that they must havo 
an agreement fo maintain that rate. 

Q. Is it possible at tho present time for any of these local products of Colorado to 
get out to the Pacific coast?—A. I am unable to answer that. The Colorado Fuel 
and lion Company being the only manufacturers of iron, I presume they have their 
own rates. 

Q. Will there be any effect on the traffic situation in that territory by the con¬ 
struction of this new road which is now being pushed by Senator Clark of Montana?— 
A. I am unable to sav. 

Q. There is no opinion prevailing in Denver on that matter?—A. None that I 
know of. 

Q. You spoke some time ago about what you called an arbitrary blanket rate 
applying to New Mexico. Is that in tho way of a discrimination against Denver?— 
A. No; that is in favor of Denver. 

Q. Will you explain it?—A. They made a conditional rate with the merchants 
that if we would give them so much tonnage, coming into Denver, they would give 
us a competitive rate going out of Denver, which would enable 11 s to meet the rates 
iu New Mexico and open up quite a little territory to Denver that w r e would not. 
otherwise be able to get into. That was done through the Denver merchants 
themsehes. 

Q. Did the competition of auy other road make that particularly easy to obtain ?— 
A. No; there was no other road. 

Q. Has tho extension of the Atchison, Topeka and Santa Fo road to San Francisco 
had any effect upon your rates?—A. None whatever. 

Q. Is there any competition in the jobbing business from San Francisco back into 
Denver territory ?—A. Comparatively little. 

Q Or auy competition of manufacturers at San Francisco with manufactureis who 
might bo interested at Denver?—A. Not that I am familiar with. 

Q. Do you know of any manufacturing establishments at Denver which have been 
distinctly discouraged and have failed of organization because of the rate system in 
freights?—A. No; I do not. There have been a number of failures, hut I do not 
think they can be attributed f o freight rates. There are other causes, probably, that 
have more to do with it. 

Q. The statement has been made before this commission that, when the paper pulp 
mill was founded at Denver the railroads endeavored to discriminate against it and 
prevent its successful operation. Have you any knowledge respecting that?—A. 
Well, I am not familiar with that, but I hardly think that probable. 

Q. That industry is prosperous at the present time ?—A. It has just gone out of the 
hands of a receiver. 

Q. What were the causes that led to the establishment of cotton mills at Denver?— 
A. I do not know; they were established before I went there. 

Q. Have they been successful?—A. I think they have failed once, but whether 
that was 011 the account of management or of freight rates 1 am unable to say. I 
think they are running now quite successfully. 

Q. Is their labor foreign born or native American?—A. Part of it is Massachusetts 
imported labor and the balance is native. 

Q. Do you know whether the labor conditions there were so favorable that they 
could establish the industry in spite of the high freight, rates prevailing on cotton?— 
A. Our labor conditions there are not advantageous to any manufacture. Wages of 
labor are higher than in most places. 
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Q. Have you any knowledge respecting the rates on the raw cotton from the 
South?—A. 1 am not familiar with the ratcB on cotton. 

Q. How about tlio rates on Colorado hard coal, of which you have spoken. Does 
any of that coal come oast for domostic pmposcs in competition with the hard coal 
of tlio anthracite fields in Pennsylvania?—A. I do not know. 

Q. (By Mr. Phillips.) Do you have as good quality of anthracite coal as they have 
in the Allegheny Range?—A. Well, ] do not think it is as good as the best of the 
Pennsylvania coal, but it is better than a good deal of Penns\ 1 vania coal that I have 
used. I mean a hard coal—anthracite. There is leally little difference in my esti¬ 
mation. I have used both. i 

Are there large quantities of anthracite coal there?—A. They say there is quili 
a good deal. Thoy get out considerable, and the\ say there is plenty of it to be had 
in the mountains. 

Q. (By Mr. Ripi.kv.) That hard coal might bo placed in Chicago, 1 suppose, in 
competition with the production of the Pennsylvania fields?—A. That, makes a long 
haul. 

Is the supply very large?—A. They say it is quite large out in the mountains 
in Routt County; and whore they are able to get at it, thero is abundance of it. 

Q. In tlio ease of Kmdel r. The, Atchison, Topeka and Santa Fo Railway Com¬ 
pany, I find that the Southern Pacific Railioad voluntarily accorded Denver Missouri 
River rates on west bound business—but refused toaccoid it on east-bound business. 
Does that difference still prevail ?—A. I am unable to state. 

Q. Aio tin* same rates in force on west-bound business i —A. To the coast? 

q. From Denver to (lie coast.?—A. No; those rates were to go into effect, some 
time this month unless they were stopped by the court. 

Q. Will that alteet business to any considerable dogieo in Deuvor?—A. 1 do not 
think that it will. 1 am unable to state. 

Q. 'Hus case which was prosecuted before the Interstate Commone Commission 
was decided in 1900, and the decision was apparently iavoiable to I,lie contention of 
Denver. Has any modification of lutes by the railroads followed >—A. Not yet. 
Thoy were to take elb et. some time this month, as I have stated. 

Q In that. ease, then, the recommendations of the Interstate Commerce Commission 
have been actually eliective?—A. Not until the courts puss upon il; until the courts 
have dei nled favorably to the Intel state Common e Commission's repoit. Now it is 
a. question whether the lailroads will put. that, into effect or carry it higher. 

<. t >. In other words, they aie entirely independent of these decisions —A N» fir 

C>. Aie the merchants of Denver, then, favorable to the enlargement of the, povveis 
of the Interstate Commerce Commission oi a leairangement of appeal to the courts 
in such a way as to make its decisions effective and binding at once?—A. Yes; wo 
think the Interstate Commeice Commission ought to have more power than it has. 

{). Representing the Denver Chamber of Commeice, would von say that the pro¬ 
visions of the Cullom hill were rcgaided as fair to both intoiests?—A. 1 am hardly 
familiar enough with the piovianms of the Cullom hill to answer that for the 
chamber. 

{). Take the provision enlarging the powers of the Interstate Commerce Commis¬ 
sion, giving it the power to approve the rates piomnlgatod in the first instance by 
the railloads. Would youi chamber favor such a provision?—A. I think so. I 
would personally. 

Q. Would they go further than thal and favor the granting of power to promul¬ 
gate rates in the first instance?- A. 1 think not. 

Q What would he the objection? — A. 1 think the ownership of the railroads 
ought to have tlio right to name their rates in the first place, because conditions 
vary so materially that members of a commission who are not in the railroad busi¬ 
ness would he unable to state what a rate should he. A rate that would he consid¬ 
ered very extravagant from here to Denver would not he extravagant in Colorado. 

Q. Are the rates the same front the Fast into Colorado that they are from Colorado 
to tlio Fast on the same commodities?—A. 1 think they are. There may ho some 
difference in thorn, hut, as a rule, 1 thiuk th-y are the same. 

Q. The statement has been made ho fore Ibis commission that you can sometimes 
transport commodities west hound over the transcontinental lines at very much 
cheaper rates than you can transport those same commodities back to the initial 
point.—A. It. may be so when there is a cut in rates, hut I think, as a rule, they are 
about the same. There may ho exceptions, too, in rejected or damaged goods com¬ 
ing back this way, that may be returned in a certain time at a half rate to the Fast. 
The rule varies materially; so I do not think we could cover that by “'W or “ no.’’ 

Q. Are the transportation facilities in that country, as a whole, satisfactory to 
shippers in time and service?—A. They are. very good, indeed; there is no complaint. 

Q. And it is perfectly easy to obtain a settlement and satisfaction of claims?—A. 
We have very little trouble on that score. 

Q. Relations, then, arc generally harmonious?—A, Generally harmonious. 
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Q. (By Mr. Farquuar.) In what sections in Colorado and elsewhere do you mar¬ 
ket. your goods?—A. Wo practically cover all the State. 

<j. Is thero much difference in tho wages paid in Denver and in Chicago in boot 
and shoe manufacture?—A. We do not manufacture any shoes in Denver at all. 

You job them entirely?—A. Altogether. 

Q. (By Mr. A. L. Harris.) When would you have the finding of the Interstate 
Commerce Commission go into oilect—direct from the finding of the commission, or 
should it bo merely the basis for a suit?— A. I think it should be direct from the 
commission, giving sullicient time. 

Q. Subject to appeal?—A. Subject to appeal, certainly; T think there should In* 
ample time to take the matter up. 

Q. (By Mr. Clarke.) In ease of appeal would sou have it go into effect imme¬ 
diately or await tho judgment on appeal?—A. I should think you would have to 
wait for judgment on appeal. 

(J. (By Mr. Riplky.) How about meeting the oxpense of prosecuting a case in lhat 
way? In this leading case prosecuted by the Denver Chamber of Commerce was 
that expense considerable?—A. Yes; that was paid partially by the chamber and 
partially by donation of Mr. Patterson, of the Rocky Mountain News, who took 
quite an active interest in it. 

(J. (By Mr. Phillips.) I wish you would givous some information concerning irri¬ 
gation and water stoiage. Have you anything prepared along that line?—A. No; 1 
am not prepared to give any particular information. We would like to call the 
attention of the commission and would bo glad to have yon look over our conditions 
out. there. 

Q. Ilavo you a system of irrigation there now ?—A. They do a great deal of irri¬ 
gating privately. 

(} (By Mr. Paiujiuiak.) Have you any public or national irrigation?—A. No; we 
have not. 

(^. (M\ Mr. Phillips.) Has the private irrigation been profitable and advanta¬ 
geous so far?—A. It has been very advantageous. Where they irrigate they raise 
splendid crops. They ha\e boon testing the sugar-beet industry, and-that has 
proven <o be a gloat beet sugar country. The Rocky Ford district i laim that they 
havo produced more saccharin and with a greater degree of purit\ than any other 
place in the world. 

(). And that is done hy irrigation?—A. Altogether; it gives them a longer so son. 
They say they can inn a sugar factory quite a good many da)s longer than they 
can in any other district, owing to tho dryness and to their ability to iriigate. 
They ha\e now 3 beet-sugar factories running—1 being const in- ted this summer— 
and they sue prepaiing for another. There is avast, territory of splendid soil—I 
could not say how many million acres; Mr. Harris may know better than I do. 
How many million acres are theio east of the mountains! 

Mr. C. 11. Harris. Millions and millions of acres, but the trouble is there is not 
water enough. All the land is good, but I do not suppose a hundredth part of it is 
under iirigatiou. 

(). (By Mr. Phillips.) Would you not havo the water to irrigate a very consider¬ 
able portion of it?—A. People who are familiar with it say that with reservoirs in 
the mountains, that could bo built easily hy blocking the gullies between the moun¬ 
tains, we could irrigate a very considerable portion of it. There is an awful snow¬ 
fall in the mountains, and it runs oft' rapidly. 

Q. You lrnvo quite an industry in raising cantaloupes?—A Tho Rocky Ford. 

<b Are they raised by irrigation?—A. Altogether. 

I know they are shipped East.—A. Wo get very little rain there at any time. 

Q. What crops chiefly are raised hy irrigation in your section?—A. In the valleys 
there is a great deal of wheat,,potatoes, and hay, and a great deal of fruit. Over in 
tho Grande Valley they raise very good fruitj they do not raise much grain. 

(). Have you agitated the subject of public irrigation by the State or Govern¬ 
ment?—A. It is only recently they have commenced agitating it. It lias been agi¬ 
tated to some extent for quite a while, but not strongly; but now we feel it is time 
to advocate it pretty strongly, especially since they have developed what beets will 
do there, and for a while they thought they could not. raise anything hardly. But 
now that we have got water in and irrigated the ground we find we can raise almost 
anything out there. 

Q. Have you anything to volunteer further that wo havo not covered?—A. Nothing, 
I believe. I am sorry 1 have known so little. 

Mr. Phillips. We think you have given us a great deal of information. In behalf 
of tho commission I desire to thank you for your appearance before us and for your 
very interesting and profitable statements. 

The Witness. If I have been of any benefit I am glad of it, and I thank the com¬ 
mission for their invitation. 

(Testimony closed.) 
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Washington, 1). C., April.% 1901. 

TESTIMONY OF MR. JAMES MORTON LANGLEY, 

Representing the Merchants' Association of Next) York. 

The commission met at 10.55 a. m., Mr. Farquhar presiding. At that time Mr 
James Morton Langley was introduced as a witness, and, being iirst duly sworn 
testified as follows: 

<). (By Mr. Fakquhau.) You may now give your name and address.—A. James- 
Morton Langley, New York Life Building, New York. 

(^. Do you bold some ollicial position with tho Merchants' Association of Now 
York?—A. You could scarcely call it official; that is, 1 have no title. I am directly 
in charge of transportation matters for the. association. 

(^. How long has the Merchants’ Association been established?—A. Four years. 

Q. Of what class of business men is it composed?—A. All classes. It has 1,3(K) 
members, and is not restricted to any particular class; it. includes merchants, manu¬ 
facturers, bankers, and it ramifies generally into all lines. 

(J. Have you an established headquarters in New Vork City; and if so, where!— 
A. New York Life Building. 

Q. What is your form of membership, simply voluntary, or do you have a regular 
membeiship with annual fees, etc.?—A. Wo have two classes of members; direct 
membeis and what wo call associate members. The direct members pay an annual 
foe of +25; the associate members pay nothing. The associate mem here a re distributed 
throughout the United States. 1 think there are thirty-odd thousand on our books 

to-day. 

Can you state briefly the aims of tho association ?—A. Well, as stated it is to 
foster the trade and welfare of New York, but that is comprehensive enough and 
covers the giound. 

Q. Was it brought into being on aecouiitofdiscriminnting rates as against tho city 
of New Yolk ami diffeientials in la\or of other cities?—A. It became necessary 
tlnough the practice on the part of ceitam railways to make cheaper passenger 
fares from certain points to trade, centers. Take, lor instance, St. Louis. There is 
a certain terutory which is assumed to be tributsiiy to St. Louis as a market. The 
railroad introduced tho system of excursion rates with the object of encouraging 
merchants to go to market That was granted to western competing points, and it 
naturally had an influence in diverting trade fiom New Yoik. Take a merchant out 
in a small town, and if the question arises in his mind as to whether he should buy 
goods in St. Louis, or Cuicago, oi New Yoik, the existence of these reduced rates 
would assist him in making up his mind which trade cente.i ho would visit; and 
naturally after having gone to that trade center the dealers there, would probably 
sell him all the goods he would requite. In a sense that was a discrimination against 
New York. 

That was perhaps the main mason whv the Merchants’ Association was estab¬ 
lished. There are other discriminations, but the one I have just referred to brought 
the matter to a focus and resulted in tho creation of the association. 

We have always taken tho stand m New York that if there were no discrimina¬ 
tions New York would stand, figuratively speaking, upon its own bottom; and we 
havonever since wo have been in existence asked a concession from a railroad. All wo 
ask is equality of oppoitunity. 

One of the Iirst active steps taken hy the association was to try and have the rail¬ 
roads grant to Now York the same privileges that, they were granting to other trade 
centers; that is particularly in connection with this reduced rare matter. Instead 
of charging 2 full faros, the roads had charged in some instances a fare and a fifth, 
and in other instances a fare and a third for tho round trip. 

Q. Were Philadelphia and Boston enjoying excursion rales at that time?—A. I 
thiuk not. 

Q. New York competes quite as directly and severely with Philadelphia and Bos¬ 
ton as it does with St,. Louis and Chicago, does it not?—A. 1 should say yes. 

Q. Then, in asking for discriminating rates in favor of New York, you ask to have 
an advantage over Philadelphia and Boston, do you not,?—A. We do not ask for dis¬ 
criminating rates. That is hardly a correct way to put it. We have taken tho posi¬ 
tion that we would prefer to have this entire practice abolished. We have tolu the 
railroads time and again that whenever they were ready to stop that practice wo 
would stand with them and assist them in doing it; hut so long as they would per 
sis*. in granting them to other places, we asked to be put on a relative basis oi 
equality. I would scarcely call that asking for discriminating rates. 

Q. Do you not call excursion rates discriminating rates?—A. Yes; they are dis¬ 
criminating when made in favor of some poiutH and donied to others. 

Q. (By Mr. Farquhar.) VVasthe.ro any action on the part of Boston, Baltimore, 
or Philadelphia morchants to adopt tho same plan that you have?—A. Yes. 
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q. They have had no success in 
Boston or Baltimore have had, but 


it ?—A. I AM not familiar with tho success thut 
Philadelphia at times lias had the benefit of these 


oilIIluvvo. . 

Q. You would say, then, that your plan was to abolish the advantageous discrim¬ 
inating rates roreived by Chicago and St. Louis f — A. Yes 
Q. So that all would be put on the same planef—A. That is, charged the full 
tariff rates; we would prefer to see that. That has been our position from the first. 
In fact our position is well known to the railroads. We havo gone on record before 
them to that effect. 


(J. Havo you any foiinal statement to make to the commission; any tabulated 
statement of discriminations?—A. No; I have not I had started to prepare such a 
statement, but after reading it over I considered it was not comprehensive enough, 
and I thought I bad better first find out what sort of information the commission 
desires. 


Q. Have you any fault to iind with the freight classification, as now adopted, from 
the North to fhe South?—A. Yes. 


Q. Would you state that to the commission, and give specific cases, if you can?— 
A. Perhaps it might he well to establish a starting point by giving my idea of what 
a freight classification is. Of course, in the effort to systematize traffic, there, must be 
a standard of some sort establish) d in order to group miscellaneous merchandise. A 
classification perhaps hoars about the same rolation to rates of fi eight that tho yard¬ 
stick does to the price of cloth, for instance, or that the bushol measure docs to the 
prico of a commodity. It is the gauge. 

Tho railroads have two systems of making rales. One of them is what they style 
“commodity rates/’ which covers traffic that moves in bulk,such asgraiu or flour and 
various other products. In miscellaneous freight they have ai ranged l> classes of 
freight rates. Under those (> classes they arrange, say, 11,000 or more separate items. 
That will give you some idea of just what an undertaking it is to pioperh classify 
freight. 

Prior to the enactment of the interstate commerce law, which wont, into effect in 
1887, each individual line made its own classification. I think there were 138. As 
soon as the interstate-commerce law went into effect it was found that in applying 
these classifications to the scale of rates in effect in numerous instances the long and 
short haul clause was violated. In the effort to get the rates in line, the railroads 
held a convention, and attempted to adopt a uniform classification. That was found 
to be inexpedient, and they were only paitially successful. 

The United States is arbitrarily divided into tern tones. The territory from New 
Y< rk to Chicago and north of tho Ohio Kiver is what is known as the Official or 
Trunk Line territory; east of the Mississippi, but south of the Ohio, is what is 
known as tho Southern teiritory; west of Chicago is what is known as the Western. 

After this convention three classification committees undertook to classify the 
freight that is moved in their separate territories There was very little complaint 
Irom 1887 until January 1,1000. 

At that timo the Official classification committee made w holesale advances in their 


classification without, any notice to shippers. They advanced in class 818 items out 
of the 3,000 in their merchandise list. Taking tho scale of lates from Now York to 
Chicago as a basis, those advances represented an average increase in the rate of 
freight of 35.5 per cent. 

That was follow ed by the Western classification committee on January 25, 15)00, 
advancing the, rates on 240 of the items in their list. Tho per cent of advance in 
this instance, using Clncago-Missouri Kiver rates as a basis, was on an average 47.4 
per cent. 

Following that again, the Sou them classification committee on February 1,1900, 
advanced their classification. Out of 2,<500 items in the Southern classification they 
advanced two-thirds of them, ranging from 30 to 50 per cent. 

As I have said, that was suddenly done, and the railroads did not seem to take 
into consideration the fact, that merchants are in the habit of making contracts 
ahead based on existing rates, and the effect of that is apparent. If sou make con¬ 
tracts to deliver goods, and your freight rates are advanced, it simply moans that 
you lose the difference between the advauced rate and tho rates that were in effect 
when you made the contract. 

The Interstate Commerce (Commission had their attention called to the matter, and 
in December they held a session in Washington to investigate and find out what 
might be done to prevent the railroads from putting the rates in effect. There does 
not seem to be much certainty as to whether the Interstate Commerce Commission 
has control over matters of classification. The investigation finally assumed the 
shape of haying the matter drawn to the attention of the Attorney-Ceneral of the 
United States, hut after considering the matter, ho came to the conclusion that there 
was no ground for interference by him. 

It then seemed to be a question as to whether the railroads and shippers could not 
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get together and jointly agree on some basis that would he satisfactory to both. In 
iespouse to a suggestion to that effect, the Official classification committee mot with 
the shippers and subsequently modified the advance, but thoy did not go back to 
the original basis. 

0* Do you know whether the Attorney-General found that the advance in tho 
latcs was justifiable?—A. I do not believe that he did find thoy were justifiable. 

0. Did the Interstate Commerce Commission, in thoir submission of the matter to 
the Attorney-General, call attention to the fact that they were exorbitant? Do 
you recollect that ?—A. I am not sure as to how the case was presented b\ the com¬ 
mission. I think, howover, that the position taken was that the action of these 
committcos was in defiance of the antitrust law; in other words, that they had come 
together by joint agreement to make these advances; but. tho Attorney-General did 
not seem to tako that view of it, or, in any event, ho decided that he could not 
interfere. 

(^. Was tho position taken that it was a quasi conspiracy as against the spirit of 
the inteistate-commerce law?—A. Yes; that is the idea. 

Q. (By Mr. A. L. Harki.s.) Did you file a complaint with tho Interstate Commerce 
Commission sotting forth the disabilities that your association was laboring under?— 
A. Cur association did not do that; but I think there were a hundred-odd com¬ 
plaints filed in connection with this matter. 

Q. Were thoy ever investigated ?—A. 1 do not believe a formal investigation was 
o\er made; it was informal. 

Q. Was any reason assigned for not investigating tho charges of the complain¬ 
ants?—A. Not to my knowledge. 

D- (By Mi. Kipi.ki.) Do you understand that the Interstate Commerce Commis¬ 
sion has jurisdiction o\er classification or not? That is to say, could it entertain a 
complaint of this kind and pass upon it?—A. I am of (he opinion, from the way that 
tho present law reads, that it would be utterly useless for the Interstate Commerce 
Commission to attempt to do anything, because the law seems to me to ho \aguo. 
It hinges upon a question of reasonableness, and there is no power that I have <1 is- 
coveied that e.in deteimmr what is reasonable and what is not. Of course there are 
two sides to tho question, but in the absence of any arbitrary pow er to make a deci¬ 
sion as to what, is reasonable and what is not- 

0. (B\ Mr. A. L. Harris, inteirupting.) Do we understand there is a grievance 
here with no remedy?—A. That is it; yes. 

0. Eitln ron the paitof (lie Interstate Commerce Commission under the interstate- 
oommetce law or under the antitrust, law ?—A. That is it. 

Now j thcie is one point about this matter, and that is that shifting or advancing 
items in the classification has really the effect of advancing the rates, so that the 
classification committees—all hough it is not generally admitted - really possess what 
is known as the lato-niahing power. It is paiticulurly burdensome upon merchants 
for the. reason that when thoy advance the item fioni ono class to another it is very 
difficult to ascertain just what tho ultimate elleotof that is going to ho or how much 
it will advance tho rates. If they advance the scale of rates themselves it is a much 
simpler matter lor the merchant to tell just what the effect is going to be upon 
lnm. That is the direct method. B\ using the other system of advancing it in this 
class, it is an mdiiect. method and it is hard to tell just what the effect is going to ho. 

Further than that, in making tho classification tho,\ have certain classes for car¬ 
loads—that is, tor mcichandise that moves in carloads - and then they make the 
higher classification tor less than carloads. The effect of that is that, shippers who 
buj in largo lots have, through that system, a tremendous advantage over merchants 
that deal in smaller lots. 

Fill tiler than that., the system of ca rload rates tends to establish what has boon 
styled sphe i es of in'Iiiom e or commeioial basins. To illustrate that: If a merchant, 
in Now Yoik wishes to make sales in territory that is nearer to Chicago than it is 
to New ^ork, it is possible through that divergence between carload and less than 
carload rates, when applied to the scale of rates in effect, for tho Chicago merchant 
to buy in carloads and distribute to that territory which is lioaier to him than it is 
lo the merchant, in New York, by leason of the lower rate of freight. If you ship 
from New \ork to Chicago at, a low' rate of freight and, in distributing that, carload 
shipment, then ship backward into this territory at a less than carload rate, the 
ultimate expense is less b\ thai system than if you shipped in less than carload lots 
from New' York to that territory. 

Q. (H.V M**. Kiim.ky.) Could you give an illustration of it that would make it 
definite?—A. 1 do not know that 1 could do that without a tariff. 

(.). Simply by naming cities without, naming freight rates. Take some interior 
city in Ohio or Indiana.—A. [Indicating on map.] Take for instance, Connersville, 
Ind. A merchant in Chicago selling dr\ goods, groceries, or hardware can get a 
lower rate of freight on goods purchased in the East, in carloads and shippod from 
Chicago to Connersville in less than carloads, than a merchant in New York could 
ship in less than carloads from New York to Connersville. 
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Now, there is another effect in this manipulation of classification matters, and the 
illustration I have just given would also govern iu this case. Take the Southern 
group of railways. If they are particulaily interested in building up Southern ter¬ 
ritory to the exclusion of merchants in the territory north of the Ohio River they 
can continue this practice of making such a wide difference between the carloads 
and Iobs than carloads so that it would be utterly impossible for the outside mer¬ 
chant to make any sale whatever iu Southern territory. They can build, so to speak, 
a wall around themselves. 

Q. You do not mean by that that they exclude the wholesaler, not the producer 
but the jobber?—A. That is it. 

Q. This whole question you are discussing concerns the jobbing interest, does it?— 
A. More particularly. 

Q. That is to say, the goods might come originally from New York, but the ques¬ 
tion is whether the jobbing tiade would be located in New York or Atlanta, Chatta¬ 
nooga, or some other place of that kind.—A. That is correct. 

Q. (By Mr. Fakouhau.) There is one question not made clear yet. Is it not natu¬ 
ral for the Southern railroads to build up their local jobbing trade as high as they 
can?—A. I think it is. Their selfish interests would inspire them to do that, you 
know. 

Does not the same complaint that you make in respect to Chicago, St. Louis, 
Louisville, or Cincinnati, from a Now York standpoint, apply also to the Southern 
men in their great central markets?—A. Yes. It has always boon our desire to ho 
as impartial as we can in these matters. We recognize the fact that the railroad 
operates both ways, and it may be that they are excusable for protecting their 
own interests. Hut we do not like to have them go to extremes, as wo claim they 
have done in these classification matters. 

Then, again, they exercise a power frequently that is almost equivalent to taxa¬ 
tion, and wo are excluded from any representation whate\er. Their actions are 
purely arbitrary, and are governed by their consciences solely. You might say, as 
Lord Clive did in regard to his acts iu India, that, considering his opportunities, ho 
had been very modest. 

Mr. Clarke. Ilis exact words were: Considering liis opportunities, he was aston¬ 
ished at his own modesty. 

'I’he Witness. That is it. 

Q. (By Mr. Kennedy.) You say you have no representation before those classifi¬ 
cation committees?—A. No; they are governed solely by the provision in the inter¬ 
state-commerce law which requires that if it is proposed to advance rates there must 
he. ten days' notice; if they are going to reduce the rates they are required to give 
three da,\s' notice. 

Q. When the change iu classification is made you ma\ appear before their class¬ 
ification committee and argue against the change?—A. Yes; we may present, argu¬ 
ments, but that is as far as wo can go. There is no power we can invoke 

(^. Are the changes never of avail in your interest.?—A. They have been. The 
Southern classification committee is not so responsive fo argument as I he others. I 
have made arguments before them and have covered the ground quite fully, but 
they have not yet made any response, and that is a year ago. They ruled me out on 
the basis that my complaints were too general; but when you consider that they 
had advanced two-thirds of their classification, 1 do not sec how anything elso but 
a general complaint would cover it. 

(By Mr. Ripley.) Would you specify exactly what some of the advances were, 
as done in the typewritten statement which you prepared ?—A. Yes. 1 could pre¬ 
pare something and furnish it. It is my idea to find out just what the commission 
would like to have, and then I can be specific or give practical illustrations. 

Now, to be specific in regard to the Southern classification A comparison of the old 
with the new classification shows that since January, 1900, 1,977 articles have been 
advanced iu chiss out of a possible 2,000. They have, I think, 9 different classes 
of rates. They have more classes in the Southern territory than in tho other terri¬ 
tories. Of these, 32 articles have been advanced from second to first class; 38 from 
third to second class; 69 from fourth to third class; 36 from tilth to fourth class; 
10 from sixth to fourth class, and 46 from sixth to fifth class. There are many 
instances iu which advances were made from fourth to first, and from third to first. 
In addition to that the classes which were among the lowest are beginning to dis¬ 
appear from the classification list altogether. They aroeliminating the lower classes 
and gradually advancing these articles from class to class. There were 109 of the 
lower classes and commodity rateB in the classification which governed prior to 
February 1, 1900, and in the new classification, which went into elfoct on that (late, 
there are only 58 of these left. In addition to these advances there were 75 new 
instances of discrimination made by widening the difference between the carload 
rate and less than carload rate. 

Q. (By Mr. Litchman.) I would like to know in some way whether these changes 
in classification apply exclusively to St. Louis or Now York or any other particular 
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place, or whether they were general increases in classification to all places f—A. 
What we are discussing now is the classification that governs in the territory south 
of the Ohio and east of the Mississippi. The advances that were made govern gen¬ 
erally from all points. 

Q. Then they were not a discrimination against any particular point!—A. No, sir: 
except through that practice of widening the difference between carload rates ana 
less than carload rates. 

Q. Is not that a universal custom?—A. You might say that it is. 

Q. Is it not true that the carload rate is always lower than the broken carload 
rate?—A. Yes. 

Q. Is that of itself, then, adiscriminationf—A. It would not be a discrimination if 
there was any fixed rule for the difference, but the committees observe no fixed rule. 
For instance, in classifying freight they take into consideration the cost of handling 
and the value and the bulk and the inherent liability to damage. That is a general 
practice. 

Q. Is not the classification lower on perishable than on unperishable goods?—A. 
That is what I say—they consider the inherent liability to damage. If there was a 
fixed standard as to just what the difference should be, gauged on the cost of han¬ 
dling as between carloads and less than carloads, there could not be much complaint. 
It is undoubtedly true that it costs more to handle a miscellaneous lot of freightthan 
a carload; but at the same time the railroads have been in existence a good many 
years and they have a record of their business, and it ought not to he a difficult 
matter to establish a fair difference based upon the cost of handling the carloads as 
compared with the less than carloads. They do not seem to have reduced their busi¬ 
ness to a systom as yet for some reason. For instance, they have not yet gotten it 
down to the basis that the life insurance companies have. A life insurance company 
can quote figures to cover almost any contingency. A railroad company ought to 
be able to tell just how much more should be paid for a less than carload lot than a 
carload lot, and let that be recognized as a standard and let that govern. 

Q. I)o I understand that whatever classification is adopted it applies equally to 
all shippers?—A. Yes; there is a provision in the interstate-commerce law (section 
10) that makes it obligatory on the part of shippers to observe the classification, 
and it affects all shippers alike. 

Q. Then where does the discrimination come in?—A. The discrimination comes in 
by making a difference between the carload and less than carload rates that is not 
justifiable. 

Q. Now, can you give some instance of that unjustifiable practice?—A. I think it 
would be better to let me provide that in an exact way, too. I can hardly explain 
why it is impossible to do that with the information I have in hand. Yon must nave 
your exact scale of rates—tariff rates—which I have not got with me. I will willingly 
provide all those instances, but I must have the data so that I can figure it. out at 
something like a mathematical calculation. 

Q. (By Mr. RiI’LKY.) Will you name a few specific commodities which were for¬ 
merly fourth class and moved up to first class, simply naming the classification, 
leaving the rates out?—A. I have in my office a quite complete list compiled specif¬ 
ically mentioning these advances. I w.ould take pleasure in giving von a copy of 
that, and that would answer your question. 1 thought I had it included in this 
stntemer.t here, but I find it is missing. 

Q. (By Mr. Kennedy.) Well, can you say whether tho difference between the car¬ 
load lots and the broken lots is a very wide one, or whether it is wider than it should 
be, considering the cost of handling?—A. Well, that has been our contention in 
most of these cases where the difference has been increased. The contention was 
that they were not governed at. all by the difference in the cost of handling it; it 
was merely an arbitraiy advance, and, taking in consideration the results that are 
produced by that advance, wo assume that it was intentionally done to exclude 
merchants outside of that particular territory—to give the jobbers in the South an 
advantage over jobbers elsewhere. 

Q. (By Mr. Farquhah.) Well, the jobber in Atlanta or any great Southern mar¬ 
ket there has an advantage, of course, in the carload lot in its original shipment, 
but in his distributions be lias got to pay the Southern tariffs, just as the Northern 
man does ?—A. Yes. Now', there is another peculiar condition in respect to Southern 
territory—that is, that the Southern classification governs on interstate traffic all 
through that territory, hut the various States, through the State railroad commis¬ 
sions, have never authorized the Southern classification as promulgated by the South¬ 
ern classification committee. In the various States the old basis is still in effect on 
State business, and you can see what an advantage that is to the merchants of those 
States. They can distribute on the basis of the old classification, whereas the mer¬ 
chant outside must observe the advanced classification. 

Q. Do you pretend to say that in the regulation of State traffic within the State 
that there are State boards that have power above lhat of the Interstate Commerce 
Commission, even of Congress?—A. Not over interstate traffic, but intrastate traflfio. 

16a-55 
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Take, for instance, Mississippi. A merchant can buy his supplies on the basis of 
what 18 known as Southern classification and distribute in his State on a much lower 
basis of classification, whereas an outside merchant shipping to the point in that 
State is governed solely by the Southern classification, which is about 30 per cent 
higher than the one governing in the State. 

Q. (By Mr. Ripley.) You mean where he ships direct to the locality or direct from 
New York?—A. Direct from his own city to a local point. I attended a convention 
of State railroad commissions at Lookout Mountain last summer and they unani¬ 
mously agreed that they would not recognize this new classification. 

Q. Their policy, then, is distinctly to build up, of course, the jobbing business 
within their own bordersf—A. Yes. 

Q. And those State railroad commissions are bound to look after that interest, 
whatever happens to the general Southern classification?—A. That is the idea. 

Q. (By Mr. Litciiman.) Have you any information that shows a comparison 
between the classification on the different lines of goods in this Southern territory 
with that of the classification in the Northern territory?—A. Yes. I can illustrate 
that to you. I had started to make some remarks in regard to uniform classification. 

Uniform classification is a good thing to have, but you must take into considera¬ 
tion when you make your classification the scales of rates that are in effect. Sup¬ 
pose that we want to make the Official classification a uniform classification. The 
Official classification is made to correspond with a scale of rates, which arc as fol¬ 
lows, baaed on the rate from New York to Chicago: 


Cents. 


First class. 75 

Second class. 65 

Third class. 50 


(:«mt8 


Fourth class. 35 

Fifth class. 30 

Sixth class. 25 


Those are cents per 100 pounds. Now, of course, in arranging their classification 
the official committee have in a measure been governed by that scale of rates. For 
instance, the committee know that, if they put ai. article in the first class it means 
that the rate from New York to Chicago would be 75 cents. They keep that in 
view. Well, now, take the same distance running South—New York to Atlanta, for 
instance; the scale of rates is as follows: 

First class. $1.14 I Fourth class. $0.73 

Second class.98 I Fifth class.60 

Third class.86 ! Sixth class.49 

From this it is plain that there are three classes of rates in the Southern territory 
which are higher than the highest class for similar service in the territory north of 
the Ohio River. Now, take the Official classification again. If an article is in the 
first class it is 75 cents, but if it is first class it would he $1.14 going South, for tho 
same distance; so that there is no justice or equality in applying the classification 
universally, when there is such a wide difference in the scale of rates themselves. 

Q. Is that illustration typical of the whole Southern territory ?—A. That is a fair 
illustration. 

Q. Of the difference for an equal disfcanoe between the charge in the Official and 
the Southern territory?—A. Yes; in the Southern territory they have always had 
an exceedingly high scale of freight rates. That has been complained of not only 
by commercial interests but by connecting railway lines as well. 

Q. (By Mr Litciiman.) Is it not true that the railroad facilities are very far 
superior in the Northern district than in the Southern?—A. Yes; that was true 
until very recent years. Recently there has been an era of improvement generally 
throughout the Sonth in railways. 

Q. Do you think that the Sonth even at the present time is comparable with the 
North in the development of railway facilities?—A. I do not think they are quite up 
to the standard. 

Q. Would not that have an effect on the classification and rate charge?—A. Yes. 

Q. If the expense of doing business is higher in the South, necessarily the price 
charged must be higher?—A. There is another element to take into consideration 
there, too, and that is the fact that the return traffic from the South is quite light— 
that is, the traffic moving North. 

Q. (By Mr. Ripley.) How about cotton?—A. Well, that would not apply in oot- 
tou. That traffic would be pretty heavy, but that don’t compensate for the dif¬ 
ference, for instance, between the Quantity of coal moving in the North. The North 
has the coal Interest, the grain, flour, and heavy products that are raised in the 
West that keep their traffic up to a pretty high standard. 

Q. (By Mr. Litciiman.) How large a proportion of the cotton crop is shipped by 
water?—A. I can not answer that question. 

Q. Is it true that a large proportion of tho crop is shipped to foreign countries ?— 
A. Yes. 
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Q. Then that portion of the cotton crop would not enter into this calculation you 
are now making!—A. No; it would not move North; it would move, perhaps, 
South or East. That would be short hauls. 

Q. It would not enter into a comparison of rates between the Northern territory 
and the Southern territory necessarily ?—A. No, sir. 

Q. Now, I want to return to the point which I am trying to bring out. This classi¬ 
fication and the rates charged under it apply to all consumers in the South, do they 
not?—A. Yes. 

Q. Then whoro is the discrimination if all in a certain territory are charged 
alike?—A. There is no discrimination in its application. The discrimination is in 
the way that the classification is—I do not hardly like to use the word, but it covers 
the point—manipulated. 

Q. You think the discrimination is between sections, then, to the detriment of the 
South? Is that the point you desiro to make?—A Well, I have made that claim. I 
don’t suppose it will be accepted as correct, but that is the way it looks to mo. 

Q. You think this alleged discrimination is to the detriment of the development 
of tho South?—A. Yes; any restriction in action of that character 1 think is detri¬ 
mental. We have always taken tho position there that the less interference and the 
fewer obstacles there are thrown in the way of development, the better it will bo 
for the country generally. 

Q. You think that the price charged should be sufficient to cover the cost, do you 
not?—A. Undoubtedly. 

Q. Have you gone into au examination as to the olomeut of cost?—A. We can not 
get at it. 

Q. Cuu’t you get at it as well in relation to tho South as in relation to the North?— 
A. We can’t got at it in tho North. 

Q. (By Mr. Clarkk.) Is it your contention that the changes in classification have 
been an indirect way of raising the rates?—A. Yes; there would have been very 
little complaint, I think, if they had advanced the scale of rates themselves; that 
would have been direct. There was a time, perhaps, when tho merchants were 
inclined to complain of freight rates, but in later years they have reached a con¬ 
clusion that tho rates of freight of itself is not so material as the universal applica¬ 
tion of it. They want everybody to be charged the same rate, whatever that rate 
might bo. 

Q. Then you think that tile changes in classification have induced great confusion 
and inequality ?— A. Yes, sir. We have sometimes thought that while the railroads 
want to increase their revenues, they did not care to assume the responsibility of 
advancing the rates; it might create too much of a furor, and they have adopted this 
other method, which, to my mind, is equivalent to taking a handful of pennies and 
throwing them in the air and letting them come down. Then there would bo so 
many beads and so many tails, and let that re,present the protest. They will have a 
great many protests. Other changes would not be noticed by people not affected, 
and out of the toss-up (here will be a certain percentage of advances that will 
remain. That was brought to my mind by reason of Hie fact (hat after these advances 
were made, and numerous protests were filed, certain powerful interests had their 
protests recognized, and the basis of classification was put back to almost its original 
standard, while others secured no changes wliatovor. 

C^. v By Mr. Olakkk.) Then you think that a change in the classification was hap¬ 
hazard and not scientific?—A. That is it; and this method of making ohaugos has a 
further advantage. Not all merchants are familiar with transportation methods, 
and particularly some are unfamiliar with tho ofi'oet that the classification has upon 
a freight rate. They know their races were advanced, but they do not understand 
just how it was done, and they might protest and finally forgot all about it. Well, 
it is that percentage that makes an advantage to the railroad people. Now, I sup¬ 
pose, in that classification of 2,(500 items perhaps, conservatively, 0110 -third of them 
will continue to remain ns they were advanced, due to tho fact that tho merchants 
affected have abandoned all hope of over securing a retain to the original basis. 

Q. (By Mr. Ripley.) Would you specify any recessions from this position of 
advance taken in respect to particular commodities? Do you recall any?—A. Yes; 
in the Southern classification I happen to recall from memory—coffee was advanced 
one class, both green and roasted. The green coffee remains as advanced, and the 
roasted coffee went back to the original basis. 

Q. What is the effect upon tho distributive trade of the Southern States as to the 
jobbing of coffee?—A. Well, I do not think that question, as to the effect of jobbing, 
enters much. 

Q. Would it affect the place whore tho coffee is roasted? Would it determine the 
center of roasting?—A. I am not positive, but 1 think it has that effect. 1 guess it 
is well understood that coffee is controlled by a trust—that is, roasted coffee—prac¬ 
tically a trust. Now, it seems singular to me that they should not go back to the 
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original basis of classifying green coffee, and yet saw fit to reestablish the old order 
of the classification of roasted coffee. How that was brought about 1 do not know. 

Q. But the return to the old basis was advantageous to* the coffee interests?— 
A. Yes; to the roasted-coffee Interests. 

Q. It enabled them to crush out competition of other parties, or, at least, it might 
have that effect?—A. It might have that effect. 

Q. To crush out competition of persons in other parts of the country who wished 
to establish a local industry?—A. Yes. 

Q. Can you recall any other instance of that kind of a specific commodity which 
was advanced in the classification and then by virtue of strenuous protest was 
placed back again to its old basis?—A. That is the only article I can recall from 
memory. 

In checking over the official classification I noticed that a good many of the items 
that are under the control of these industrial combinations were not advanced at all. 

.Q. No attempt was made to advance them?—A. No. Take, for instance, paper. I 
also have a list in my office of that class of articles made by combinations that I 
would be pleased to provide, if you think it wise. 

Q. In other words, you imply that by these changes in classification discrimina¬ 
tion between distinct producers can be induced without the giving of personal 
rebates or preferences?—A. Certainly. 

Q. In other words, that by a device by which apparently everybody is treated alike, 
there is nevertheless the effect of granting a definite discrimination to certain 
interests?—A. That is right. That is the reason I used that term ‘‘manipulate.” 

Q. Can you specify any influence of this kind at work in fixing any of the dry- 
goods or wooleii classification? Has there been any change in the woolen classifi¬ 
cation?—A. No; dry goods is in the highest class now, the first class in the Official, in 
the Southern and a^so in tho Western. There is what is known as cotton pieco 
goods—that is in the lower class. That is supposed to be goods that aie made 
exclusively of cotton. Our organization had, 2 years ago, 1 think, endeavored to 
have the classification of cotton piece goods simplified. The classification com¬ 
mittee had attempted to subdivide cotton piece goods in accordance with the list 
that they had established, and it made it very difficult to pack goods. We wished 
to have it simplified, and presented an argument, and they simplified it by advan¬ 
cing it in class. That is, for instance, they advanced it from a third to an inter¬ 
mediate class which they had established, which was 15 per cent less than second. 

Q. Will you, by illustration from that classification, show how complicated the 
cotton schedule is?—A. Now, this is a Southern classification. 

Q. You may road a lew of those items under the cotton schedule.—A. They have 
hero calicoos, cambrics, cauton flannels, plain or dyed, canvas, checks, domestic, 
cheviot, and so on. There are 35 different terms of that nature that they have 
assumed to cover everything that was made wholly of cotton. As a matter of fact, 
most of these terms are trade names. For instance, you take teazle cloth. It is a 
patented name, a sort of copyrighted trade name; only one person can make it; and 
they have endeavored there to condense into these 35 terms at least between 2,000 
and 3,000 different styles of goods made of cotton. I might say further than that, 
that each year there is some new name attached to some product made of cotton, to 
xnako it attiaetive, and it is difficult to tell just how to classify an article that is in 
reality made wholly of cotton, and that sells for the same price as some of these 
other products that they have included in this list. When a shipment is made, 
although itinay be cotton piece goods really, tho inspectors who are maintained 
by the classification committee will use their own judgment as to whether the goods 
in that shipment may be included under these 35 terms or not. If it seems to them 
that it don’t come under those 35 terms, instead of the shipment going forward at 
the fifth class, it will be advanced to first. That was our idea in having that list 
entirely eliminated, and having the entire subject covered by the simple term of 
cotton piece goods. Then the question of traae names or terms would not enter 
into the proposition at all. 

Q. Are those 35 articles classified differently?—A. No; all in one group—fifth 
class. 1 am not very well posted on tho dry-goods business, but I know that it is a 
most difficult matter to include under these 35 terms everything manufactured of 
cotton. 

Q. What would be the effect if a bill of lading was made up specifying oalicoes or 
some other article, and in fact including in that package another one of those 35 
articles;■ would that be a misclassification subject to shippers’penalty?—A. Well, 
yes. For instance, if you had a shipment of cheviots and you had room in the case 
m which they were packed for a small quantity of what is known as dry-goods—that 
is, goods made partially of wool, which is first class, the inspector would raise that 
shipment up to first class even though 75 per cent was cotton piece goods. 

Q. That would amount to an advance in freight rates approximately of what per 
cent, 50 or 25?—A. That is contingent upon the distance transported. That is the 
reason why it is so difficult to answer offhand a question that involves freight rates. 
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Q. But it would amount to a very material advance in ratesf—A. It might be 
well for you to answer the question in the way you did for this reason—it will serve 
to bring out the fact that the percentage of advance which is made by this manipu¬ 
lation of the classification is contingent entirely upon the distance hauled. Tliat 

is, for instance, in some cases the same goods might be going to a point where the 
advance would he only 1 per cent, but if they were going farther the advance might 
be 30 per cent. 

Q. The shippers, then, would desire a great simplification of these different 
schedulesf—A. Not only that, but as in the matter of classification, I have always 
taken the position that while there might bo reasons at times that the rate of freight 
of itself should he advanced, after a classification is made, and made hymen who 
are experts in the business, there is no reason I can see'for again disturbing that 
classification. That should be a standard. When these classifications are made the 
questions heretofore have been thoroughly weighed, and there was a considerable 
length of time for the committee to act in, before they classified anything brought 
to their notice. After being experienced in that line of business for years, if you 
bring to them a piece of merchandise or a new production and ask them to classify 

it, and they do classify it after thoroughly considering the question, I do not. see 
any reason why that should be changed again. That should be just as fixed, as I 
said before, as a yardstick. 

Q. Tlie protest of the Merchants’ Association, then, is not primarily that freight 
rates have been advanced, but that they have been perhaps unequally advauced?— 
A. Unequally advanced and advanced in a way that adds burdens to the small man 
and tho small shipper. You can always look for that effect if this indirect method 
of raising freight is goiug to bo continued. The small man will get the worst of it. 
That has been our experience in the past, and we expect to have more of it unless 
some way is found to stop it. 

Q. In your judgment, then, ought the classification for the country at large, or 
for the different, sections of the country, to be drawn up by a representative body, 
including representation of the shippers and of the railroads and with publicity in 
the conferences, this classification then to be effective either throughout the United 
States, or through morely the Ollicial, Southern, and Western territory, as the case 
may be?—A. Yes. 

Q. And your protest is against a system by which discrimination, rebates, and 
disadvantages of various sorts are introduced indirectly?—A. 1 would not like to 
include the word “rebates” in classification. 

Q. But it amounts to the same thing?—A. Yes; it is a different means of obtain¬ 
ing the same end. 

Q. (By Mr. Ci.akkk.) You speak of inspectors. Who are they, and by what laws 
or rules are they governed?—A. That is purely arbitrary, too. They have this 
classification, and naturally they are not going to trust to the honesty of the ship¬ 
pers to observe it. If it is Dot observed there is an opportunity of one shipper 
securing an advantage over another, if his conscience is clastic. For instance, if 
the commodity in which he is interested is ically fiist-class, and he marks on his box, 
on his case, something that comes under the fifth-class rate, he naturally makes a 
difference between the first and fifth class rates. But the railways maintain the 
system of inspection, and if they have reason to question a shipment they will open 
it. and look it through and classify it in accordance with their classification. 

Q. What class of employees does this opening, inspecting, and reclassifying?—A. 
They are a separate and distinct class by themselves. I do not know trom what 
source they draw them, hut they are maintained at the expenso of the various rail¬ 
road associations, and are under a chief inspector. They are stationed at transfer 
points. 

Q. (By Mr. Ripley.) Do they not have it in their power, if they were bribed or 
otherwise induced, to change the freight rates which parties pay?—A. Yes; audit 
is also possible for them to look the other way on occasion. 

Q. Is that practice known to exist to some extent?—A. Well, it is like a good 
many other things in connection with transportation matters. It is a thing that 
everybody knows, hut it has not yet been proven. 

Q. Would it not he likely that the large, powerful, important shipper would be 
less severely treated by the railroad in the matter of inspection than the small ship¬ 
per who ships less frequently ?—A. Yes; there are certain railroads who use that very 
thing as a method of cutting the rate. They, for instance, might instruct the 
shipper in New York, if he is agreeable, that he should misclasBify his freight, and 
thereby get a lower rate of freight. 

Q. And they would instruct their inspectors to take no note of it?—A. I do not 
know that y< u can say they would instruct the inspector, hut the inspector will be 
friendly with them. 

Q. (By Mr. Fakquhak.) What would the other parties in the same business do in 
that case?—A. Well, if any other shipper could secure the facts they would probably 
go to law about it. 
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Q. But if the others secured the discrimination, would they go to lawf—A. No; I 
think not, if they were benefited by it. [Laughter.] 

Q. Now, you seem to make a charge of vonality against inspectors. What reason 
have yo« to know—have you ever known of a case of venality on the part of inspec¬ 
tors of railroads?—A. I do not know of any. As I said before, it is one of these 
things that everybody knows. 

Q. (By Mr. Clarkic.) Irrespective of the question of honesty in the administra¬ 
tion of this practice, let ns see if we can't find out a little more about the practice 
itself. Is it a fact, as you understand it, that all the railroad companies employ 
inspectors at shipping and transfer points?—A. Not all railroads; no. The railroad 
associations employ them. For instance, the trunk-line railways which govern 
transportation matters in the territory extending from New York to Chicago and 
north of the Ohio have their group of inspectors, the Western Railway Association 
have theirs, and likewise the Southern. 

Q. Is it generally understood among merchants that their packages of goods are 
subject to be opened by the inspectors of the freight associations?—A. Yes, sir. 

Q. And compared with the invoices?—A. Not compared with the invoices; com¬ 
pared with the shipping receipt or the bill of ladiug. 

Q. Is there any contract in the bill of lading or any other paper that passes 
between the shipper and the railroad company which authorizes the railroad com¬ 
pany to open the packages?—A. No, sir; they assume that right. 

Q. Do the merchants object to it?—A. No, sir; they do not. I should not think, 
to express my own opinion, it would be to their interest to object to it. 

Q. Is it common practice among the merchants to ship in a lower classification 
than goods should honestly go into?—A. I should not think it would be right to call 
that a common practice. That is another thing I can’t state of my own knowledge. 
1 think that there is a record statement that covers that point, and I attended a ses¬ 
sion of the Interstate Commerce Commission that was held in New York when they 
took up that very point. They had the inspectors before them, and I think the chief 
inspector testified that that practice was going on. If I remomber correctly, he 
gave the percentage of instances of which bis attention had been called to. 

Q. You saw the statement of the late George R. Blanchard, made before this 
commission on that same subject?—A. Yes, sir; I was present when ho made the 
statement. lie was qualified to speak; he had access to these records. They keep 
records of cases of miselassifieation. The inspectors know just where to put their 
hands on parties who are given to that hok! ot tlnug. 

Q. Do you understand that this matter of inspection is in any way regulated or 
provided for by law?—A. No, sir; I do not believe that it is provided for by law. 

Q. Would the merchants feel better protected it it were provided for by law, the 
same as the inspection of imported goods by the Government is?—A. I think they 
would. Section 10 of the act to regulate commerce covois that point—that is, in 
regard to miselassifieation, and provided a penalty, but nothing is said in it about 
inspection. That seems to have been left lo take caie of itself. 

Q. (By Mr. FakquHAR.) Would not a railroad naturally have a right to examine 
any article for transportation on a road, provided it was in a hazardous schedule— 
gunpowder, chemicals, or anything else?—A. Well, they only accept those articles 
by special contract. They have a right to determine that before they accept it. 

Q. But you think they have no right to discover fraud at all in transporting a 
first-class classified article for a fourth class?—A. 1 think they have aright. If 
they have not, they ought to have. 

Q. At least they exercise it?—A. Yes. 

Q. (By Mr. Clarkk.) Do disputes ever ariso between these inspectors and shippers 
as to the reclassification ?—A. Yes; that is brought about by the difficulty of correctly 
grouping various kinds of merchandise or articles in a way that will correspond 
with the classification as promulgated. Take a variety of things, for instance, in 
hardware. The shipment may be composed of a variety of different things, the 
classes of which do not agree. If you want to put that in one class, it is puzzling 
to know just how to properly group it and yet be in line of the classification. For 
instance, shelf hardware might be fifth class, pocketknives might be first class. If 
you have a package of pocketknives and shelf hardware, all of which is a small 
shipment, in order to agree with the classification, instead of making 1 package 
you would have to make 2 packages. That is one of the things that is so disturbing 
to commercial interests. Tneir packers got accustomed to classification and suddenly 
it is changed, so it is hard to know how to group shipments again. It requires a 
man quite expert, and the packer must have a high degree of intelligence to analyze 
that classification and comply with it in a good many instances. 

Q. Do yon understand that these inspectors are employed on account of their 
expert knowledge of classes of goods?—A. Yes; they are supposed to be expert in 
classes of goods, and also particularly familiar with the classification itself and the 
grouping of various artielos into one shipment. 
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Q. It is an arbitrary act on their part in transferring from one classification to 
another, is it notf—A. Well, they have got to justify themselves bv the classification. 
Their actions at times are complained of. When an increased rate of freight is 
demanded through their act, it will quite frequently happen that the shipper will 
contend that he was right, and they will have to argue the point. 

Q. Would the matter bo simplified and made dearer if each bill of lading was prac- 
ticallyan invoice of the goods in the package?—A. They do that so far as it is 
possible now, specify on the shipping papers what the shipment consists of. They 
ao not include the whole invoice. 

Q. It is a matter of convenience among merchants, is it not, to put a considerable 
variety of goods into a single packing case sometimes?—A. Yes, sir; they do that 
for reasons of economy in their packing department, and also to comply with a 
minimum weight rule that these classification committees have in their classification. 
I will illustrate that: They have a rule which is to the effect that no single package 
of a small lot of freight of one class will be taken at less than 100 pounds at first- 
class rate, and in no case will the charge for a single consignment be less than 25 
cents. Now, the shipper will endeavor, of course, to put as many goods as possible 
in the one case in order to get the benefit of the weight of the larger shipment, 
rather than pay a hundred-pound rate on a good many small cases. 

Q. Well, since these goods are to be inspected and possibly reclassified arbitrarily 
in his absence, would it not be somo protection to him and some aid to the inspectors 
if an invoice accompanied the bill of lading?—A. It might be. Yes, yon might sav 
it would be. It would be an open (juestion as to whether the advantages would off¬ 
set the trouble of making an extra invoice. 

Q. (By Mr. Kiulky.) Suppose a jobber in New York is endeavoring to compete 
with a jobber, we will say, in Montgomery, Atlanta, or some point in the South; do 
these jobbers in the South deal in a larger number of commodities than would a 
jobber in New York, as a rule?—A. Well, I should think not. 

Q. The jobbers in New York will deal with either dry goods or hardware, or some 
particular line of commodities?—A. Yes. 

Q. In some of these Southern centers are there not jobbers who job in a number of 
different commodities at the same time?—A. Yes; a sort of a general store. 

Q. Would not the jobber with the general store in that locality have a distinct 
advantage over his New York competitor, in being able to put together a number of 
commodities in small packages into a large case in shipping out to his customers?— 
A. The railroads object to that. Thoy have a rule that covers that point also. 
“Shipments of property combined into package by forwarding agents claiming to 
act as shippers will only be taken when the names of individuals and final con¬ 
signees, as well as the character and contents of each package, are declared to the 
receiving agents, and such property will be waybilled as separate consignments and 
freight charged accordingly.” 

Q. No matter even if all boxed together?—A. If I understand your uuestion, he 
will ship to a certain point to a number of merchants in that point and have one of 
them distribute packages to the other merchants in that city? 

Q. I want to bring out this point, whether the jobber in New York dealing in a 
single line of commodities is on a par in competition with the jobber in a moderate¬ 
sized town in the South who may conduct a business in several lines of commodities, 
and who, in shipping from that small local center out to little towns round about, 
may combine his shipments into packages of more than 100 pounds, whereas the 
New York shipper, dealing in only 1 lino of commodities, could not afford to ship 
direct to the small country store?—A. Yes; the local jobber might have an advantage 
there. 

Q. And no railroad tariff or discrimination could affect that—that is, the nature of 
the business?—A. No. 

Q. (By Mr. Kknnedy.) I would like to ask you whether the increase in rates by 
this indirect method that you are speaking about is justified somowhat on the ground 
of the general prosperity of the country—that the prices of commodities are going up 
throughout the country and railroad rates should also follow?—A. That was the 
only reason assigned by the railroads for this advance. They claimed that the price 
of materials had advanced, and that for a long period of years the tendency of rail¬ 
road rates had been downward, and that they were justified in making that state¬ 
ment. But those were the only reasons assigned for this advance. I took occasion 
to look into the earnings of railways to a considerable extent and, so far as the 
Southern railways are concerned. I found that their net earningB were 20 per cent 
higher—at least 20 per cent higner—than they had ever been in the history of the 
roads. Yet they claimed that, because of the advance in the prices of materials, etc., 
they had to have more money. It did not seem quite consistent. It is a well-known 
fact that in transportation matters an increased volume of traffic produces great 
results. It seemed to us that the railroads ought to have been satisfied with that 
increased volume of traffic which produced that 20 per cent increase in their net 
earnings. There is another point that we do not seem to have touched upon yet. 
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Whereupon, at 12.55 p. m,, the commission took a recess until 2 o’olock p. m. 

The commission met at 2.20 p. m., pursuant to recess. At that time the witness 
again took the stand and resumed his testimony as follows: 

(Witness, continuing.) There was one point that I think was not made sufficiently 
dear this morning, if, indeed, it was touched upon at all. The merchandise traffic, 
which comes particularly under these classifications, moves in smaller volume, of 
course, than what are known as “ commodities,” such as dour, coal, grain, and arti¬ 
cles of similar nature that move in carloads, and this class of merchandise pays the 
highest scalo of rates. For instance, the rates on flour from Minneapolis to the sea¬ 
board—that is, New York, Washington, and Philadelphia—-are comparatively mod¬ 
erate. When this classification was advanced the railroads by that action placed 
almost outirely upon the merchandise classes the burden of the increase in freight 
rates, which they claimed were required to meet the demands made upon their reve¬ 
nue by the increased cost of materials, etc. They did not at the same time advance 
the rates on the coarser commodities to which l have referred. That does not seem 
to us to be entirely equitable. If the railroad revenues required an increase for any 
purpose we can not understand why it is that the increase was not assessed upon 
the entire volume of traffic moved. That seems to us to be in the nature of a 
discrimination. 

Q. (By Mr. Kennedy.) Is there any feeling among your people that the railroads 
favor the export traffic of the couutry as against the home traffic and distribution ?— 
A. They certainly do make lower rates on export business than they do on local 
business, but I do uot know that there is any serious objection to that. That seems 
to be reasonable. 

Q. (By Mr. Farquhar.) Do you know of any case where a through foreign rato 
there has been diverted into the local market in the East?—A. I can not state that 
specifically. In order to be speoifie about these matters you will have to have before 
you a complete file of freight tariffs, which show the scales of rates themselves. 
There are, perhaps, a hundred thousand or more of those tariffs in existence, and it is 
like going to a library to look up certain information; it is almost impossible to 
carry it in your head. If you attempted to be specific offhand it would bo merely 
guesswork, and it is for that reason I made the request that I should be allowed to 
insert those matters. I do know of such cases, hut I can not at the present time 
state them specifically. I would like to look that up and provide the information. 

I was speaking before of export rates. Take, for instance, flour; not for any 
special purpose, but simply by way of illustration. On flour from Minneapolis to 
Liverpool the inland rate is less from Minneapolis to New York than it would be on 
a shipment of flour to be delivered at New York locally aud consumed there. The 
difference, I think, is about 2 cents a hundred pounds. 

0. (By Mr. Ci.arkk.) Did you notice the news of this morning that the flour mills 
in the Pennsylvania district have consolidated, with a view to competing with the 
Western mills for the export trade?—A. I did not see the news. I have known, in 
a general way, that such action was contemplated. With the exception of two tho 
Western mills at Minneapolis, Duluth, aud West Superior are now consolidated. It 
is in the direction perhaps of creating a trust, hut my own opinion is that a trust, 
as applied to the manufacture of flour, is an impracticable thing. 

Q. I understood you to indicate that, in your opinion, there is no particular objec¬ 
tion to a through export rate from the interior of this country and the far West, 
half way across the Continent, and then across tho Atlantic Occam—A. I had better 
qualify that by saying that I do not believe it is proper to export the raw material 
in that way—for instance, wheat—because the ultimate effect of that is to deprive 
the home manufacturei of the opportunity to get the profit in the manufacture of 
that staple. The effect of making what yon might term exc ssivcly low rates on 
wheat seems to he working in favor of the foreign miller as against the home miller, 
with whom the home miller has to compete in the foreign market. 

Q. You are aware, I suppose, that there are through import rates to the interior 
of our country?—A. Yes. 

Q. And that these are lower than the rates for shipment from certain manufactur¬ 
ing centers in our country, like Pittsburg, to certain distributing centers, like St. 
Paul? Do the merchants of New York object to that.?—A. I would not say that we 
would object to it. It is a most difficult thing to answer that question in an intel¬ 
ligent manner, taking into consideration the conditions as they exist. The principle 
that seems to uuderlie or seems to govern the promulgation of freight rates is in 
favor of the longest haul. There is not any relative equality as between the rates 
for a short distance hauled and a long distance. For instance, if a shipment origi¬ 
nating in Liverpool is destined to Chicago the conditions would seem to be beyond 
the control of any influence, dictating that the rate from Liverpool to Chicago shall 
be almost as cheap as the rate from Liverpool to New York. 

Q. Whioh, in your opinion, has the greater power in fixing these through rates— 
the railroad or the steamship companies?—A. If there is any advantage in tne matter, 
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it probably lies with the railroads. The inland rate, I think, has a greater influence 
over the through rate. 

(J. Apparently a through rate of that kind is a discrimination against the domestic 
producer and the domestic distributer or merchant. Now, can you tell us what 
offsets of au advantageous character there are to thatf—A. No; I can not. 

Q. (By Mr. Ripley). How does that affect the competition between jobbers in 
Chicago and in New York f Is it possible that nibbing merchants in Chicago can on 
a low through import rate reship their cominouities and compete with you in terri¬ 
tory which otherwise would ho tributary to ew Yorkf—A. Yes; they do it. 

Q. Will you explain further about that, as to the nature of that competition?— 
A. For instance, Marshall Field A Co., of Chicago, will sell in territory that is 
within 50 miles of New York the same kinds of goods, bought, perhaps, in the same 
market abroad, that the New York jobber will buy. That does not seem to be 
reasonable on its face, but. it is a fact nevertheless; and in trying to discover the 
reason for it we can only reach the conclusion that it must be through some advan¬ 
tage in the matter of the through rate. 

Q. In other words, do jou mean that the whole through rale to Chicago, pins the 
local rate from Chicago hack to the point of destination, is less than the rate which 
the New York merchant will pay from the foreign point to New York and from New 
York to destination?-- A. That, is it. 

C>. Does this affect the nature of tho commission business as distinguished from 
the jobbing business? Will you explain tho difference between those two if there 
beany?—A. Well, as I understand the commission man, bo is au intermediate or 
third party that does not invest his capital directly in the business, nor does he 
carry an extensive stock of goods. He has what they term accounts with certain 
mills, and, in a sense, is their selling agent. (>11 the other hand, tho jobber buys his 
goods outiight, takes his chances of whatever element of risk there may bo in con¬ 
ducting ordinary business; be is under the expense of maintaining a store and hav¬ 
ing liis capi tal locked up a certain length of time, and the circumstances surrounding 
him are entirely different. Tliero is one difference there that is very significant. In 
the commission business it is possible to ship from the mill 1o the buyer in, say, 
Central or Western territory direct—only one haul an.I one expense of freight rates. 
With the jobber, lie. lias two hauls and the expense of paying freight twice—that is, 
in tho accumulation of lus stock and m the distribution of it. 

Q. In other \iords, the jobber pays the shipment from the mill into Now York, 
the goods being unloaded, and then be pays another shipment from that point out 
totiie consumer?—A. Yes. 

Q. Or to the general store which sells to the consumer?—A. Yes. 

0. Would it be to the interest of the railroad to ioster tho jobbing trade, then, in 
order that it might retain 2 hauls instead of 1 ?— \. It might look so on its surface, 
but when you consider that railroads seem to be favoring large shipments and large 
sliippeis, 1 think tho reverse would be the case. You might think that the railroad 
would rather have a man pay freight twice, but the trend of things indicates just the 
opposite—that their interests lie in the dilection of doing business in large lots. 

In other words, do you mean to imply that the industrial combinations which 
manufacture in different parts of the country are shipping direct to the consumer 
and eliminating the jobber?—A. Yes. 

Q. Aud that railroads are assisting in this transformation by the distinction which 
they make between carload and less than carload lots, or in other ways?—A. Most 
decidedly, yes. 

Q. The increase, then, in the Southern classification in the proportion of distinction 
between carload and less than carload lots is directly in line with this tendency 
which has been indicated?—A. Yes, that is tho case. 

Q, Mow does this affect New York as a distributing center or as a center of job¬ 
bing trade?—A. Well, now, I scarcely like to deal with family secrets. We will put 
it this way: a few years ago there were 28 dry goods jobbing houses in New York, 
to-day there aro 4. 

Q. Does that necessarily mean that the 4 may not have the control of just as large 
a volume of business as the 28 formerly had?—A. I think not. 

Q. In other words, there has been a proportionate shrinkage in the amount of job¬ 
bing business done from New York?—A. Yes. 

Q. Has there been any compensation to New York in return for that?—A. Not to 
my knowledge. 

Q. Is that typical of other lines of industry, so far as your information extends?— 
A. Yes. 

Q. What is the ultimate effect likely to be?—A. The elimination of the jobber as 
a factor in commercial affaire. 

A. This will tend to lessen the importance commercially of many of the large cen¬ 
ters in that respect?—A. In that respect, yes. 
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Q. (By Mr. Kknnkdy.) Does that mean the removal of one item of cost between 
the producer and the consumer ?—A. Possibly. It means a closer connection between 
the producer and the consumer, and naturally that will have a certain economic 
effect. 

Q. (By Mr. Litchman.) How far is that condition of affairs tho result of the 

g rowth of the department store?—A. That has an influence as well, and the intro- 
uction of trolley lines, and the maintenance by department stores of their free- 
delivery systems. 

Q. And the mail-order system also?—A. Yes. 

Q. Well, would that not be a very large factor in the elimination of the jobber?— 
A. That competition could probably bo met if it were not for this matter to which 
wo have been referring here of tho difference in freight rates. 

Q. Is it the custom of the department storo to deal direetly with the manufac¬ 
turer?—A. Yes; as I once heard it expressed, the department store does a retail 
business in a wholesale way. That is a paradoxical expression. 

Q. That is exactly it, however. You think, then, that this discrimination in classi¬ 
fication ami other ways that you have described is the principal factor, do you ?—A. 
I do; yes. That is the basis; that is the starting point. The existence of the depart- 
mentstoro simply emphasizesand exaggerates it. It puts the jobber, as the expression 
goes, between the devil and the deep sea. 

Q. How long ago was it that there were 28 jobbing houses in New York?—A. I 
was trying to fix the dato in my mind. I will have to answer that afterwards. 

Q. By theso jobbing houses, do you moan jobbing houses connected entirely with 
the domestic trade or with the foreign trade, or both?—A. Both. 

Q. So far as youha\e obsei ved, how far has this elimination of the jobbing interest 
been affected by the change in tho tariff system of the United States?—A. I am not 
familiar with that phase of the question. 

Q. I)o j ou know w hether these jobbing houses were at some time agents of foreign 
manufacturers?—A. They might bo in some instances, but those are exceptions. 
They are a different class. They have their own agents solely. The foreign houses 
in many instances have their own representatives here. 

Q. If the market formerly occupied by them has been absorbed recently by domestic 
manufacturers, that also would be a factor in the elimination of the jobber to that 
extent, would it not?—A. Yes. 

Q. (By Mr. Faikiuiiak.) What is the difference between tho profits of tho jobber 
and the commission man?—A. I am afraid that I can not answer that question. I 
have never been in the mercantile business myself, and J am not posted in reference 
to it at all. 

Q. Well, then, in the elimination of tliejobber the expense attendant on the whole 
jobbing trade is eliminated as between tiio manufacturer and the distributor?—A. 
Yes. 

Q. Would you generally say that that conduces to cheaper goods to the con¬ 
sumer?—A. I should think so. 

Q. Is it a fact that most of those large department stores, like Siegel, Cooper & Co. 
and Wanauiaker and others, take the entire product of mills aud dispose of it with¬ 
out the interposition of either the jobber or the commission man?—A. 1 think that 
might be true. For instance, l have noticed that .John Wanamaker is handling the 
output of the Chickeriug piano factor) and one or two others There is another 
point—about the effect of the conimuni'.y of interest.. 

I scarcely know how to present flu. in a simple way. We had better start off 
with tho idea that it is assumed that competition among railways is a benefit to 
commercial interests. That may have been true to some extent, but after New York 
Has suffered so much from the competition of other trade centers, many of which 
had railway lines that were interested in building up these centers, we have come 
to the conclusion that competition is not so beneficial after all, and we look to this 
so-called community of interest to eliminate a great many of the complaints that 
we have heretofore had. And we take a broad view of it—that the interest of cer¬ 
tain railways to their local territory will not he so great as it was heretofore; that 
by grouping these railways together there will probably be no such thing as a local 
interest to a railroad, and that, because there is no local interest to a railroad, they 
will not favor one point at the expense of another, and they will put them all on a 
basis of equality. 

Q. (By Mr. Kiplky.) Has New York suffered in the past specifically by the oper¬ 
ation of such causes?—A. I might say that New York has been discriminated against 
for 20 years in the scale of rates iu force east and west. Boston is in the same fix 
as we are in that respect. Beginning at Boston and down to Newport News, there 
is in existence what is known as a differential scale of rates; that is, take a com¬ 
mon point, Chicago, the difference in the rate from Boston, New York, Philadelphia, 
Baltimore, and Newport News is about 2 cents per hundred pounds. 1 will make 
that specific when I get my scale of rates. That, of course, is a discrimination in 
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favor of the Southern porta on business originating in Chicago, or originating at 
the seaboard and moving to Chicago. 

Q. Does that apply to west-bound business?—A. Yes; it applies east and west. 

Q. Do you understand that there is a differential, then, by which New York is dis¬ 
criminated against in shipments to Chicago?—A. Yes. 

Q. West bound aB well as east bound?—A. Export and import. 

Q. On through export and import rates?—A. Yes. 

Q. And on business originating at New York ?—A. On business originating at those 
points. Take the same illustration I have used, Hour. Baltimore gets the Hour from 
Minneapolis for about 5 cents per barrel less than New York gets the Hour from the 
same point. 

Q. But in the opposite direction does it cost New York more per 100 pounds in 
shipment of merchandise than it costs Philadelphia and other cities?—A. Yes. 

Q. Is this a subject of agreement between the railroads?—A. Yes. 

Q. Practically a pool?—A. Well, that went into existonco before pools were ever 
thought of. That was a question that was submitted to arbitration at the instiga¬ 
tion, I think, of the New York Central and PennsyIvania railroads, and a commission 
was appointed which consisted of Allen (1, Thurman, ex-Senator Washburn, and 
Judge Cooley; and they investigated the question and made that recommendation, 
and it has been in force ever since. I think that was 20 years ago. 

Q- Ilavo the organized merchants of New York attempted at any time to induce 
the New York Central to break that agreement and to give them as low rates to Chi¬ 
cago as Baltimore and Philaddphia secure?—A. Tho merchants were opposed to it 
at first, but I think when they rolloctod that that condition of things was practi¬ 
cally forced upon tho New York Central to protect its earnings, they ceased to make 
strenuous complaint about it. It was practically a blackmailing scheme on the part 
of lines competing with the New York Central. 

Q. By that do you mean that the railroad rates are inado by the circuitous roads 
rather than by the most direct ami best equipped ones?—A. Yes. 

Q. (By Mr. Litchman. ) What is the rate to Boston as compared with New York?— 
A. Boston, I believe, takes a rate of 2 cents per 100 pounds higher than to New 
York. 

Q. From New York?—A. Yes. 

Then Boston is worse off than New York in that scheme of discrimination?— 
A. In domestic business it is, but in export business it takes the same rate. There 
is a difference made there to equalize—to put Boston on the same basis as far as 
export. 

0* (By Mr. Ripley.) What is the reason of the special advantages which Balti¬ 
more and Newport News have enjoyed under this system?—A. Well, the only reason 
that can be assigned, perhaps, is that it represents the price of peace as among the 
lines to the seaboard. 

Q. Have tho merchants of New Yoik any remedy to suggest for this discrimina¬ 
tion under which they labor in competing with tho Western territory?—A. The only 
one that we could suggest would bo for the New York Central to break away from 
the agreement and insist that rates from these seaboard points or to and from these 
seaboard points should bo the same. 

Q. (By Mr Ci.akke.) New York merchants have the benefit of the competition of 
tho trunk lines so far as there is competition, do they not?—A. If there was any 
competition wo would probably got the benefit of it; but I question vory much if 
there is any. 

Q. l>o not largo quantities of freight to and from New York pass over the several 
trunk lines?—A. Yes. 

Q. Do you mean to intimate or say that competition in entirely eliminated bv this 
differential rate that has been agreed upon?—A. It has practically that effect. ‘lam 
speaking now, of course, of what is publicly done. As I remarked this morning 
there are some things that everybody know s, but that have not yet been proven, and 
I would not want to go into the question of what is not done openiy. 

Q. (By Mr. Ripley.) Have you reference to the Eastern Trunk Line Association 
m speaking of this agreement, or is this broader than the agreement of the Eastern 
I runk Line Association?—A. No; all the roads concerned in that are members of the 
Trunk Lino Association. 

Q. Does the Eastern Trunk Line Association cover tho Norfolk and Western and 
Chesapeake and Ohio?—A. Yes. 

Q. (By Mr. Farquiiar.) Were not these the differentials made by the arbitration 
board?—A. Yes. J 

Q. They were agreed upon by all the railroads?—A. Yes. 

Q. Agreed upon by tho Interstate Commerce Commission?—A. I do not know 
whether the Interstate Commerce Commission has indorsed that or not. 

Q. That it was a fair differential at that time under the conditions?—A. At that 
time, yes; and I believe that the commission stated at the time they rendered the 
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decision that they (lid not expect it to be operative perpetually, that conditions 
might arise- 

Q. (Interrupting.) Since the establishment in these Southern ports of regular lines 
between the United States and Europe, has not that lessened the Now York trade 
itself!—A. Oh, most undoubtedly. 

Q. Just on direct shipments?—A. Most undoubtedly. 

Q. Well, have not also your terminal charges in New York had a great deal to do 
with the differential!—A. It is claimed that that is true. Personally I have never 
thought that they had much to do with it. 

Q. Would not the same rule hold torn! of your transfer charges in New York as 
they would in Buffalo, in respect to diverting it by the Canadian lines?—A. Yes. 

Q. In other words, do you think it is a rule of business, without any sentiment or 
any feeling about the thing, that commerce takes the cheapest route, as loug as it 
is feasible and safe?—A. Commerce follows, as they say, the line of least resistance, 
and always will do so, I presume. 

Q. (By Mr. Kennedy.) Is there a probability that by means of this community of 
ownership of railroads, or consolidation, these differentials in favor of Baltimore 
and Newport News will be done away with?—A. Thero is a possibility that that 
will be brought about, I think. 

Q. Through those means?—A. Yos. 

Q. (By Mr. Ripley.) If this community of interest plan does not extend to all the 
trunk lines, but separates them into two great groups, might it not be possible that 
warfare of a very exaggerated sort might arise between the two giant interests?—A. 
I think that the method of settling those questions by so-called warfare is a thing 
of the past. I would rather take the other view of it. If there were two giants 
they would embrace each other. They would do practically what was done in the 
steel business. There were two strong lines thon—I do not mean lines of railway 
now—that crossed one another, and the way out of the difficulty was to consolidate 
them. 

Q. (By Mr. Kennedy.) How do the merchants of New York view the railroad con¬ 
solidation which is going on as affecting their interests or affecting the increaso in 
rates that has come about in the way you describe?—A. We have never objected to 
direct increases in rates. We are more particularly interested in the question 
of having each merchant or each shipper secure the same rate, so that there shall be 
no advantage—there shall be no commercialism in the late of freight. That is, dif¬ 
ference in the rate of freight practically has the effect that a man who is securing 
an ad\ ant age in the rate of freight and using it iu his business is simply using as 
capital money that rightfully belongs to the railway. He has that much added cap¬ 
ital in his business if be has an advantage in the rate of freight, and he is getting 
that right out of the railroad treasury, and also at the expense of his competing 
merchants. 

Q. Many transportation experts and some railroad presidents have said that the 
great cause of complaint was not that the rates were high, but that there was dis¬ 
crimination between individuals, etc., but now that there is stability of rates and 
no discrimination. We have a good deal of testimony to that effect.—A. I do not 
think they have exactly reached that state of perfection yet where there is no dis¬ 
crimination and no secret rebates; but I expect this community of interest to 
abolish—perhaps entirely abolish—all those practices; for, as 1 say, there will be no 
longer nny reason to put out these inducements. They are bound to get the busi¬ 
ness—that is, by close community of interest they are bound to get the business. 
There is no reason why they should seek it or try to induce it by auy secret practices; 
it would be against their own interests. 

Q. (By Mr. Ripley.) Would you speak of the combination between St. Louis and 
Chicago and against New York as applied to the great oentral territory of tho United 
States?—A. Do you mean the relative possibilities? 

Q. The relative importance as distributing centers. Is New York bolding its 

f round as a distributing center throughout the middle west as against Chicago and 
t. Louis?—A. I will have to say no to that question. 

Q. Your protest as I understand it, representing the Merchants’ Association of 
New York, is that the freight rates and classification recently put in force tend to 
hamper the extension of New York’s influence in the Southern States?—A. Yes; but 
it likewise hampers iu the same way Chicago and St. Louis; that is, this particular 
matter of classification. 

Q. Is there then no competition as between New York and Chicago for this South¬ 
ern territory?—A. Oh, yes. 

Q. What form does that competition take, or what is the nature of it?—A. It is 
the same kind of competition tnat exists anywhere else. The question of transpor¬ 
tation does not enter there. 

Q. Can you ship from New York as cheap or cheaper into Atlanta as a merchant 
in the same line of business in Chicago?—A. If there is any advantage in the scale 
of rates itself, New York has it against St. Louis and Chicago. 
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Q. In other words, you can lay down goods in any one of the main centers of the 
Southern States cheaper on the basis of freight rate than the Chicago or St. Louis 
merchant can?—A. Yes; due to another agreement between railway lines that dates 
back perhaps 30 years. It was an unwritten agreement among all railroads that 
merchandise should enter the South from the East—that is, from her seaboard. 

Q. Do yon mean that it was agreed that that was the natural inlet?—A. I do not 
know what brought about that agreement. 1 only know that agreement in a gen¬ 
eral way; I can make that specific too; I have a record. The idea was to exclude 
the Western lines from any participation in business that moved into the South from 
the West. That was the general effect of the agreement. Why that was done I do 
not know. 

Q. (By Mr. Clakkk.) Can you toll whether or not the Wabash or Illinois Cen¬ 
tral are parties to that agreement or understanding, whatever it may be?—A. They 
are all concerned in it. It was sort of a general agreement. 

Q. (By Mr. Ripley.) Does that condition prevail at the present time?—A. Yes. 

Q. How far would it be duo to the effect of cheap water rates which New York 
enjoys through to Southern ports?—A. Well, if there are any cheap water rates 
from New York to Southern points, I am not familiar with them. 

Q. Do you mean that you have no knowledge of their existence?—A. I mean that I 
do not think that they do ox ist. There is no competition betw oeu the coastwise water 
lines and the railroads. In fact, thievery classification that we were discussing 
this morning, although it is designed to lit railroad conditions, applies via the steam¬ 
ship lines as well. 

Q. (By Mr. Kennedy.) Does the community of interest betweeu the railroads and 
steamship lines bring that about?—A. It is entirely community of interest; lean 
say yes to that, that competition between the coastwise lines and the railroad, lines 
is more apparent than real. 

Q. The community of interest then is likely to deprive the people of the advantage 
of the cheaper shipment by water?—A. Yes, it will certainly do that; has done it, in 
fact. For instance, you would naturally snpnose that the influence of the lakes was 
of some significance, hut ever\ merchandise line on the lakes is owned by the rail¬ 
roads. The same way with the Erie Canal, which runs from Buffalo to the Hudson 
River; there are merchandise freight lines owned by the railroads operating on the 
canal. 

Q. You recogni/e, then, that it is at the present time possible to lay down goods 
from New York in the .Southern Slates cheaper than it is from Chicago or St. Louis, 
by virtue of this agreement?—A Yes; 1 said if there is any advantage east of the 
Mississippi we have it. 

Q. Is there any recent movement of the Western lines, such as the Illinois Central 
and the lines from Chicago to the Ohio, intended to equalize those conditions?—A. 
That is a question that they can not govern loi themselves. The lines east of the 
Mississippi in the South refuse to cooperate or prorate with the lines west of the 
Mississippi. 

Q. How about the Illinois Central’s having a continuous line from Chicago to the 
South coast?—A. If they attempted to take independent action, it would simply pre¬ 
cipitate a rate war. 

Q. Will you speak of the peculiar conditions which enter into commerce between 
New York and San Francisco—that is, transcontinental*rates?—A. You refer to 
what is known as transcontinental freight rates? 

Q. Yes; is it possible for a Now York merchant to do business in California terri¬ 
tory in competition with Sau Francisco?—A. Yes. 

Q. Will you explain further?—A. 1 was going to refer to the fact that on business 
destined for California and the Pacific coast there is another classification in effect 
which is peculiar to that traffic. It is mado in a different way from the Official or 
the Western or Southern. It is made by making groups and naming rates to cover 
groups rather than items—that is, rather than separate items. There has been a 
contention by commercial bodies of the Central West, particularly Chicago and St. 
Louis, that the scale of rates and also the classification in effect from Chicago and 
St. Louis was detrimental to their interests. Chicago and St. Louis claim that the 
transcontinental linos are using this same difference between the carload and less, 
to exclude them from tbo Pacific coast territory. Oil the other hand, the Paoific 
coast jobbers maintain that Chicago and St. Louis have no right to do business out 
in their territory, and there is a case now before the Interstate Commerce Commis¬ 
sion in which that whole question is involved. It is of a rather complicated nature. 
For instance, a rate from New York to San Francisco, and from Chicago to San Fran¬ 
cisco, is the same. Chicago claims that because she is nearer San Francisco—and 
St. Louis makes a similar claim—the rate to San Francisco should be relatively less 
than it is from New York to San Francisco. 

As a matter of fact the rate from New York to Sau Francisco on transcontinental 
business is what should be properly styled a compelled rate—that is, a rate that is 
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Dot based on the coat of service rendered, or distance imnied, or anything 1 of a simi¬ 
lar nature. It is a compelled rate, because it is fixed by the rato by ocoan from 
New York around Capo Horn and up to San Francisco. The correct position, from 
a rate point of view, of Chicago to San Francisco is in reality the rate from Chicago 
to New York plus the rate from New York to San Francisco. What the interests of 
Chicago and St. Louis seek is to have that compelled rate used as a basis and then 
oblige the railroads to grade the rates from the Eastern seaboard to the Pacific coast. 
That would bring about this result: That, instead of tho rate being $1, for instance, 
from both New York and San Francisco, it would under a graded system be 75 cents 
from Chicago to San Francisco. 

Q. The rate of $1 being fixed as a minimnm on the basis of water competition?— 
A. As a maximum. 

Q. Does the city of Denver make a similar contention that it is entitled to still 
less than the Chicago-San Francisco rate?—A. Yes; there is one of tho difficulties. 
If tho principle involved in the compelled rate is not recognized and protected, and 
this graded system of rates is introduced, you can at once see that with tho rate 
from New York to San Francisco of $1 to begin with, to grade that westward 
you would soon reach a point, perhaps after you left Denver, where there would not 
be any rate to decide. You wonld l>o carrying goods for nothing. 

Q. Under present conditions a jobbing merchant in Chicago can compete on even 
terms with one in New York in tlm whole California territory ?—A. That, is appar¬ 
ently true, but not wholly true for this reason. The Chicago merchant has against 
him tho rate that it originally cost him to got his stock from the East to Chicago, 
which must be added to that i ate which he must, pay from Chicago to San Francisco. 
There is that much against him. 

Q. You have testified that the through export rate would he almost as low to 
Chicago as to New York.—A. Well, on imported goods that statement which I have 
just made would not apply. I was speaking of a shipment originating in tho East 
and rehandled by a Chicago man dealing in San Francisco. 

Q. (By Mr. Clauke.) Do the New York merchants generally favor the building of 
the Nicaragua Canal?—A. I do not think 1 am qualified to answer that question. I 
would like to explain that our association has undertaken so much that there are 
some matters wo nave been compelled to overlook. That canal question, although 
of very great importance, wo have not had time to take up as yet; but wo propose 
to do so. 

Q. (By Mr. Kennedy.) Do I understand you to say that 3011 believe the inequal¬ 
ities and evils in the classification, from your point of view', w ould he cured by the 
combinations and consolidation of the railroads?—A. No; not tho classification mat¬ 
ter. They seem in that respect to.have adopted a new system of advancing rates. 
We do not know that they are going to continue to do it, but they have the oppor¬ 
tunity to do if they desire. There is not anything to restrain them. 

Q. What is it that will lie cured by consolidation?—A. Other practices. For instance, 
rebates or discriminations of of her nature, particularly in the matter of scaling rates. 

Q. You said this morning, I believe, that these discriminations which w ere effected 
by the advances iu classifications were practically rebates, did you not?—A. I do 
not want to be understood iu just that way. The idea I wish to convey was that 
by manipulating tho classification there was an opportunity to accomplish the same 
thing as is accomplished by rebates. 

Q. You Bpoke this morning about some, classes of articles that were not discrimi¬ 
nated against in these recent changes in classifications and mentioned paper as one.— 
A. Yes. 

Q. Do you attribute that to the influence of the paper trust, or to a fear of the 
influence of the newspapers in case paper was advanced?—A. No; that was merely 
an assumption on my part that that was done. I arrived at that by checking from 
the list w hen the advances were made, and I was very much surprised to find that 
a good many of these articles that are controlled by these combinations were not 
disturbed; and naturally the question arose in my mind as to why that should be, 
and the answer suggested itself. 

Q. (By Mr. Ripley.) I would like to ask whether there is any complaint about the 
regulations as to the style of package, as to this make-up of froight in these different 
classifications?—A. Yes. 

Q. Has the Interstate Commerce Commission any power whatever to prescribe 
such regulations as those of which you speak ? I las it my supervision over classifica¬ 
tion or the detailed regulations for shipment of freight, or in this matter are you 
entirely at the mercy of the railroad?—A. Entirely so. Referring to that style oi 
package again. The Southern classification has a clause to this effect: li Property 
presented to carriers packed in so-called boxes or cases made from strawboard 
featherboard, wood-pulp fiber, wire-split wood, and other analogous material! 
included in wooden frames, will be charged 10 percent higher than the classi flea 
tion provided for such property in boxes or eases.” 
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To illustrate that: A fiber box has a frame, or more correctly speaking, a crate, 
mado of strips of wood to form the corners, and instead of wooden boards for the 
sides and bottom and ends and top, they use this filler board which produces a case 
weighing very little, and which is quite strong and waterproof. Naturally it is light 
in weight, and being light in weight makes a shipment made in that style of case 
weigh less than one shipped in a wooden box. The railroad loses the freight on 
that extra weight, and in order to restrict the use of these liber cases which are used 
by milliners and merchants who ship the liner styles of drygoods, they make this 
discrimination, and charge 10 per cent higher rate on all freight shipped in these 
boxes. 

Q. Is there a similar complaint respecting discrimination as between barrels and 
boxes, or other arbitrary distinctions made by railroads against which the shippers 
have no remedy ?—A. Yes: in hardware tlieie aro instances in which they charge a 
higher rate for goods packed in boxes than in barrels. The railroads explain that 
by claiming that the shippers will put goods in boxes—particularly hardware, and 
if it is a high class hardware they will call it low class hardware, and thereby got a 
lower rate of freight. 

Q. The point 1 wish to bring out is simply this: Would tho merchants welcome 
some extension of the powers of tho Interstate Commerce Commission which would 
enable them to pass on the reasonableness of such regulations as these, or such 
regulations aN those of which the ones you mention are t,\picalf—A. Yes; it seems 
to us that, in the absence of the privilege of representation by shippers on these 
classification committees, there should be at least a power lodged somewhere that 
could take up questions of this nature, and determine what is reasonable and what 
is just. It is entirely optional with the railroads now, however strong or meritorious 
your case may be, whether they will pay any attention to it or not. Take this 
samo southern classification committee. They have had arguments presented to 
them that we think ought to convince anybody, and they do not make any response. 

So far as our views in relation to that question are concerned, I would like to read 
an extract from a statement I mado at tiie commerce convention m St. Louis. We 
have taken this position, briefly stated: (1) “That the Interstate Commerce Commis¬ 
sion should consist of at least 8 members, among whom shall be lawyers, railroad 
experts, and representatives of the shipping public; (2) that the commissioners 
should be appointed to hold oflice during good behavior, as in the case of the United 
States Supreme Court; (3) that common carriers should be given the right to enter 
into agreements, approved by tho commission, in respect to interstate commerce 
only lor the purpose of carrying into offoct the provisions of tho act.” That was in 
connection with the effort that was mado to pass what is known as Senate bill 1439, 
known as the Cullom bill. 

Q. (By Mr. Kennedy.; There is a probability that thero will be such a commu¬ 
nity of ownership of railroads that thero will be nobody to enter into an agree¬ 
ment—it will be all under one bead?—A. Yes; that is a possibility. 

Q. Thero would bo no uso for such a provision as the third one read, then. 1 want 
to ask you if your people nave any complaints to make against the commodity rates 
of the railroads?—A. Nono of our membors have as yet asked us to make any com¬ 
plaint. The commodity rates, I may say, are very low. 1 havo never known of a 
case where it has been necessary to complain of them. At times they discontinue 
some of them, and you may then hear some complaints seeking their reestablish¬ 
ment. But, generally speaking, I am not familiar with any complaints made of 
commodity rates. I might add to that tho statement that these commodities are, 
most of them, controlled by combinations—industrial or trade combinations. 

Q. (By Mr. Kiplky ) The whole question of classification of all the higher classes 
applies primarily to the small shipper?—A. Yes; the small shipper is tneonewho 
is suffering and tho one who is being pinched by these advances in classification. 

Q. (By Mr. A. L. Harris.) 1 have a few questions 1 would like to ask tbat have 
beeu partially covered. You stated tins morning that the net receipts from the 
Southern territory had increased about 20 per cent, as I understood it?—A. Yes. 

Q. Can you give tho per cent of increase of net earnings in the Trunk Line terri¬ 
tory?—A. I have that information (addressing Mr, A. L. Harris]. I will not be 
positive, but I think it is somewhere in the neighborhood of 30 per cent. 

Q. Can yon give it for the Western territory?—A. I have not as yet seen any fig¬ 
ures on that.. 

Q. By this reclassification in the different territories, can you even approximate 
the increase in freight rates?—A. I covered that this morning, I think. 

Q. In all tho territory!—A. I think 1 gave the per cent in each. 

Q. You gave the per cent of articles that were reclassified.—A. I will give that 
again for your information. Tho official classification committee on January 1,1900, 
advanced in class 818 articles on the merchandise list, in which there are a few over 
3,000. These advances, taking tho scale of rates from New York to Chicago as a 
basis, I may say it is a physical impossibility to ascertain what the advance might 
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be from all points to all points upon all classes for all distances; so for that reason 
I have eudeavored to get at it by selecting the New York-Chicago rate as a basis. 
The advance was 35.5 per cent. 

Q. You have given that for each one of the 3 divisions that you named this morn¬ 
ing?—A. Yes. 

Q. Now that was done not by increased freight rates, but by change in classifica¬ 
tion?—A. By change in the classification entirely. 

Q. Would there not have been more complaint made if they had allowed the 
classification to remain, and had changed the scale of rates?—A. I think not. 

Q. There would have been no objection?—A. Not the same objection, becauso if 
you advance the scale you assess the advance on the entire value of the traffic 
moving; by the other method you can advance the rates on just a portion of the 
traffic. This method exempts the commodities from any advance, because the com¬ 
modity rates are not covered by the classification at all; they are separate and dis¬ 
tinct from the classification. 

Q. Now you spoke of the Cullom bill, approving its general provisions. If the 
railroads agree upon a classification m these different territories, would there not 
be some protection in having somebody like the Interstate Commerce Commission 
authorized to approve that classification and not permitting it to be changed for a 
certain period of time?—A. Yes. 

Q. Would that steady conditions to some extent?—A. It would. 

Q. Can you Bee any objection to that on the part of the railroads after they have 
made their own classification?—A. I can not; no. In protesting before the official 
classification committee in January, 1900, 1 called their attention to theJaet that 
their classification had been in existence then 13 years, from 1887 to 1900. It had 
been established by a committee of exports who naturally would he supposec to 
sift every item that was brought before them for classification, and I put it to them 
this way: '‘If you insist upon those adsances, you must either admit that your 
experts did not know their business, or you must defend the charge of being arbitrary' 
in your advance.” Now, for 13 years practically the same men had handled classi¬ 
fication matters for them, had adjusted all these matters. Then, all of a sudden, 
they reached the conclusion that everything they had done had been wrong, and 
they revised it in a wholesale way. We can not understand why it is that a classi¬ 
fication after it is once established is not as permanent as any other standard of 
measurement. It is a standard of measurement after all. 

Q. You spoke of the consolidation, of community of interest of railroads. Does 
that relieve the general public from the need of protection through some body like 
the Interstate Commerce Commission?—A. Not necessarily so. 

Q. Would a body like the Interstate Commerce Commission, constituted as you 
have defined in your paper, be more or less needed as the railroads became consoli¬ 
dated?—A. I am inclined to believe it would be less needed in this way, that there 
would not be so many complaints, perhaps, but the complaints that were made would 
he just as important. 

Q. Wherein would the general public ho protected?—A. By this community of 
interest. They would be only protected by tho elimination of competition, which I 
regard as a daugerous thing in transportation matters. 

Q. The elimination ot competition is dangerous?—A. No. I Hay competition itself 
in transportation matters is, to my mind, a dangerous thing. This community of 
interest would eliminate that competition by grouping the roads together, and 
practically making one family of them all. 

Q. Are you of the opinion with the common carriers of tho country that nobody 
should have any control over them ?—A. No. I think they should have. 

Q. As competition is being eliminated, does the importance of some controlling 
power become greater or less?—A. Well, I think the necessity for control would 
still he there. As 1 have stated, the Interstate Commerce Commission might not 
have so many complaints presented to them, hut those they did have would l»c just 
as vital; and it is important that a supervising power should he lodged in some¬ 
body, not leaving it entirely to the railroads to exercise their own will. 

Q. Is the existing power of the Interstate Commerce Commission satisfactory to 
the general shipper?—A. No. They do not seem to be able to enforce their orders. 

Q. Why is it that they are not able to enforce their orders?—A. Well, there is a 
legal point involved there that I am not familiar with. 

Q. Does the law give the power? Is it the fault of the Interstate Commerce Com¬ 
mission?—A. It is the fault of tho law itself. The law is vague and indefinite. 

Q. Has the Interstate Commerce Commission as much power now as it had when 
it was first organized?—A. I think not. I think the Supreme Court has curtailed 
its power to some extent. 

Q. Is tbero any encouragement at the present time for tho shipper who feels that 
he lias been discriminated against or injured to flic a complaint before the Interstate 
Commerce Commission?—A. No; not the slightest. They simply regard the Inter¬ 
state Commerce Commission about the same way as you look upon a sifter—that 
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they sift these matters and arrive at certain conclusions, and that is all they can do. 
Their order practically amounts to a recommendation; that is as far as I can say. 

Q. You would enlarge the members of the Interstate Commerce Commission so as 

to take in the various industries so that they would be able-A (Interrupting.) 

We had thought that over and it seemed to us that if it was made too large they 
never would be able to accomplish much. There would be too many conflicting 
interests. For that reason we cut it down to 8 members—some lawyers, some rail¬ 
road men, and some shippers. 

Q. Would you compel the carrier complained of to come in and make his defenso 
before the Interstate Commerce Commission?—A. I should think so. For instance, 
when they take an action similar to that taken by these classification committees I 
think they should be compelled to present some reasons and defend their course. 

Q. What is tho practice now with the carrier complained of? Does he mako any 
defenso before the Interstate Commerce Commission, as a rule?—A. Oh, yes; he. is 
represented by counsel, and they plead, in a way, about tho same as they do in the 
courts. 

Q. Now, when a finding is made by the Interstate Commerce Commission, how 
soon is that oxeeutod?—A. That I can not answer. I do not remember as to whether 
the law is specific in that respect or not. 

Q. Is it or is it not a fact that years frequently intervene before there is a final 
hearing and docree?—A. Yes; they have on their docket numerous cases that they 
have never reached as yet, and some of them have been ponding for years. 

Q. What effect does that have on the complainant? Is it any encouragement 
to him to pursue a lino laid down by tho interstate-commerce law?—A. Not tho 
slightest. 

Q. (By Mr. Clarkk.) Is tho delay of which you complain regarded as the fault of 
the law or the fault of the commission?—A. I do not know that any fault in the law 
could keep them from rendering a decision. 

Q. (By Mr. A. L. Harris.) Is the delay caused by tho Interstate Commerce Com¬ 
mission or is it caused by the circuit court?—A. There may be various causes why 
they do not operate more quickly. Take, for instance, that transcontinental case 
which is before them, and has been before them for, I think, a year or two. That is 
a very much-involved subject. If the commission decides that tho grounds taken 
by St. Louis and Chicago interests are good and sufficient, and decides in their favor, 
it would practically amount to a readjustment of rates almost the world ovei. 
Naturally, with a question like that before them they are excusable for being slow. 

Q. Would you liavo a provision in the law to advance cases taken to the United 
States circuit court on the docket so they could he tried within a reasonable time?— 
A. Yes. 

Q. Would you be willing to give to the Interstate Commerce Commission jurisdic¬ 
tion to pormit their finding or judgment to go into effect at once, subject to appeal 
to the circuit court?—A. ll it would he of interest, I havd a statement here that 
covers a good mati.v of these points, and if there is no objection I will read it. 

Q. I would like to hear it, so far as I am concerned.—A. This was before the Inter¬ 
state Commerce Law Convention, held at the Planters’ Hotel, St. Louis, called for 
tho purpose of taking action to secure the enactment of Senate bill 1439, known as 
tho Cullom bill, which was on the calendar of tho United States Senate at its last 
session. 

(Reading:) “In representing Tho Merchants’ Association of New York 1 desire to 
state that there are some matters connected with the measure now under considera¬ 
tion that we felt should bo further discussed; or, to put it in another way, we thiuk 
that tho bill pending before Congress should be amended so as to embrace some 
features we have in mind. 

“So far as the bill in its details is concerned, our association lia6 already put 
itself on record before the Interstate Commerce Committee of the United States 
Keuato. This position was sot forth by mo, under instructions from our officers, 
when I had tho honor to appear before that committee last spring. It was then 
stated that we were convinced of the necessity of amending the ‘Act to regulate 
commerce’ in such manuer as would remove defects therein which the test of 13 
years’ experience in the practical application of tho present form of tho law had 
developed. It still seems to us that t he proposed measure, with the changes I am 
about to indicate, will effectively strengthen the weaknesses that have been made 
apparent. But, on the other hand, we are convinced that in tho criticism that has 
been aroused against, and in the arguments that have been filed in opposition to, 
the adoption of tho proposed measure as it now stands, there are some features 
which are of sufficient merit to indefinitely postpone its enactment, or possibly to 
accomplish its ultimate defeat. 

“ It will not he denied that the proposed amendment imposes upon the commission 
vast responsibilities and duties involving matters of grave importance, and in amend¬ 
ing the law this should not, in our opinion, be lost sight of. In the judgment of those 
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I represent, the Interstate Commerce Commission should be removed from all suspi¬ 
cion of political influence, so far as that is possible, in its make-up and in its life, so 
that in the eyes of the public it may stand upon a plane similar to ihat occupied by 
the Supreme Court of the United States. If it is to make decisions on the intricate 
and far-reaching questions which- are to come before it under the enlarged powers 
which it is proposed to give this commission in this bill, conservative people would 
feel far safer if they knew that the commission was removed from politics and all 
political influences. 

“ I do not mean to imply by this hint that the present body is susceptible to politi¬ 
cal influences, but in the very nature of things such influences are almost ceitain to 
have weight in the determination of questions, unless its members feel that they do 
not owe their existence or continuance in office to any political backing, or are to be 
plunged into the midst of political agitations for the purpose of holding themselves 
in power. 

“ In fact, I think wo ought to go a stop farther in amending this bill and provide 
that the number of commissioners shall bo increasod so as to include among them, 
tirst, men trained in railway freight management, and, second, men who are thor 
oughly iamiliur with commercial affairs, who could act as advisers in the practical 
and technical questions which are sure to come before them. 

“The adjustment, of rates in interstate commerce w a delicate task, involving 
intricate questions. While, undoubtedly, an administrative body of proper juris¬ 
diction may determine principles which are supposed to underlie matters of this 
sort, yet, in deciding the proper application of those principles and the equitable¬ 
ness or reasonableness of rates under the complex conditions existing in this country, 
there ought to be jimoiig the members of that body those who have made a study of 
the subject in all its involved ramifications. 

“I think you will find, as this question is agitated in the public press and else¬ 
where, that the. principal opposition iroin conservative people, and the principal 
opposition a* heretofore expressed by the representatives of the railroad corporations, 
against giving to the Interstate Commerce Commission the enlarged powers pro¬ 
posed in this bill arises from the fear that the questions of great import to be decided 
will be passed upon by men not trained to regard the subject from other than ele¬ 
mentary, purely legal, or political standpoints. 

“ Briefly stated, we believe— 

“ l. That the Interstate Commerce Commission should cousist of at least 8 mem¬ 
bers, among whom shall be lawyers, railroad experts, and representatives of the 
shipping public. 

“2. That the commissioners should be appointed to hold office during good be¬ 
havior, as in the case of the United States Supremo Court. 

“3. That common carriers should be given the right to enter into agreements, 
approved by the commission, in respect to interstate commerce, only lor the purpose 
oi carrj ing into ell'ect the provisions of the act. 

“Our reasons for the tirst two propositions have been set forth abo\ e. With respect 
to the third, we may say that aside from the fact that it is our belief that no amenda¬ 
tory legislation can be passed unless this feature is included, we aie convinced that 
the changes in business methods and conditions which have been wrought by the 
consolidation of industrial, manufacturing, and business interests make this privilege 
essential to the successful administration of the act. The foundation for this belief 
is the thought that powerful corporations which have in the past become accustomed 
to ignore the law w ben they felt that its strict observance by them was detrimental 
to their interests, will continue to find secret and illegal ways and means to compete 
for the large volume of traffic controlled by commercial combinations, notwithstand¬ 
ing the stringency of any laws that may be passed. Legalized right of contrat t 
among carriers will, we feel, minimize the incentive to practice illegal acts and bring 
to the aid of the commission, in the discharge of its important functions, that degree 
of cooperation on the part of railway managers that heretofore has been so necessary, 
but at the same time is so conspicuously absent. It also removes the objection that 
the proposed legislation is solely in the interest of shippers. 

“ By adopting these suggestions and making the changes in the hill outlined abovo, 
it seems to us that the principal points of the opposition heretofore strenuously made 
by the representatives of the railroad corporations to this measure, and the opposi¬ 
tion in the minds of conservative people, now raised and which will be raised in tlm 
future by agitation on this subject in the press, will be eliniinated. That, too, at 
no sacrifice whatever of the object which you are desirous of and striving to attain, 
namely, an equitable adjustment of maintained and reasonable rates throughout the 
United States. 

“ In conclusion, I am authorized to say that if it shall prove that the interstate- 
commerce law can not be amended in a manner that will assure its successful admin¬ 
istration, we shall energetically labor for its repeal and a return to the condition 
existing prior to 1887, from which the entire subject can be opened up anew under 
the changed conditions now existing in the country. 
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“The law in its present form, as construed and applied, is a conspicuous failure. 
Ineffectual attempts to administer it result not only in the useless waste of at least 
$250,000 public fun is per annum, but it is continually used as a screen to conceal 
the very practices it was designed to prevent. It serves to operate as an inducement 
to secret bargains and agreements, and encourages a growing indifference to the 
majesty of the law, which the interests of the business public demand shall he 
checked. This can best bo accomplished by wiping it out of existence.” 

Q. (By Mr. A. L. Ha unis.) One thing moro: As the railroads become more and 
more consolidated, will not that to some extent simplify the objection to iixing rates 
by these largo corporations to be approved by the Interstate Commerce Commis¬ 
sion?—A. Yes. 

Q. And in that way, at loast, will aid in simplifying the work of the Interstate 
Commerce Commission, properly organized?—A. Undoubtedly. 

Q. And will not the people bo greatly protected, or feel, at least, that they nrn 
greatly protected, if the Interstate Commerce Commission is reorganized on the 
plan that you have outlined?—A. Yes. 

Q. (By Mr. Kennedy.) What do you mean by approving the rates? l)o yon mean 
that the Interstate Commerce Commission might not havo such an intimate knowl¬ 
edge of the rate question as to bo able to intelligently pasN upon all the rates?—A. 
Yes; that is absolutely essential. The commission must have some knowledge of 
the subject, otherwise they can not say what is reasonable. A man must have some 
knowledge of a subject or he can not see a fact when it is right before him. This 
subjoct of classification is one of the most complex subjects that thoro is on the face 
of the earth to-day. It does not respond to logic or mathematics or any other treat¬ 
ment. It is a separate and distinct study. 

Q. l)o not some railroad people contend that it. is impossible to set up a body of 
(lovernment commissioners who can pass upon the rates, or practically make the 
ratos?—A. Yes; and they aro right in that. 

t^. They are correct in that?--A. Yes. 

(By Mr. A. L. Harris.) But suppose the Interstate Commerce Commission has 
a life tenure or long tenure?—A. Take, for instance, the present commission. They 
base now had l!i yoais’experience. They ought to be educated up to the point 
where they are quite expert in those matters. 

Q. (By Mr. Kennedy.) Practical railroading?— A. No; not railroading, but the 
rate questions. I must say T sympathi/e with these people—these traffic managois. 
Anybody who has had any experience with the business knows just what a difficult 
undertaking it is to handle a railroad pioperly from the rate point of view. Wo do 
not take the position that all traffic managers are corrupt. Some of them mean to 
do just as correctly as may be possible, but it is quite often the case that their hands 
are tied. They can not do what they want to do aud what they think is right, 
because of the existence of conditions over which they have no control whatever. 
Now, it is that training that the men should have who possess the rate making 
power. Tliero should bo railroad men on the commission—not entirely railroad men, 
but enough there to assist the otliors in arriving at conclusions. 

Q. I hoard one railroad man say that tliero were hundreds of thousands of differ¬ 
ent rates, and it would defy any body of men to get together and be able to pass on 
that intelligently.—A. Yes; that is all true. 

Q, Do you not think the hotter way would be to let the railroads make the rates 
and then let the Interstate Commerce Commission have the power to simply chauge 
them when they were found on complaint to he unjust?— \. That is practically the 
rate-making power. If you havo the power to change the rate, it is practically 
the rate-making power. I would not want to have the power to make the rates 
taken entirely away from the railroad. 

(j. (By Mr. A. L. Harris.) The Cullom bill does not provide that.-A. No. 

(By Mr. Kennedy.) I suppose you know what a certain railroad president said 
in New' York—that be would rather have a. place on the Interstate Commerce Commis¬ 
sion, if lie was \enal and inclined to make money, than to have a free license to loot 
the United States Treasury?—A. Well, he might with just as good grace have made 
the same remark of the Supremo Court. We have to trust somebody. I do not see 
why a man can not be just as honest on the Interstate Commerce Commission as he 
can sitting oil the Supreme bench. 

Q. (By Mr. Clarke ) However great may bo the intelligence or expert knowledge 
of the members of the commission, still you wonld not have them decide a question 
without hearing evidence, would you?—A. No. 

Q. Then practically the commission becomes a judicial body, does it not?—A. Yes. 

Q. You consider that the decisions of the Supreme Court of the United States on a 
question appealed to it from findings below should be respected, even though the 
members of that great tribunal may not be expert in their knowledge of the ques¬ 
tions involved in the case; therefore, if the Interstate Commerce Commission liave 
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the power to fix rates, is it not more important that it he composed of gontlemen of 
good judicial minds than of men who may have had some service as freight clerks?— 
A. Well, I think a judicious mixturo of both is the proper thing. I would not ques¬ 
tion a decision oi ruling of the Snpreme Court ou ordinary matters, hut I do know 
that in this particular questiou it is hard to got at the facts and give them in such 
a way that they will he understood by a person who has not had actual contact and 
actual experience. For instance, I have frequently talked with gentlemen who 
wero as brilliant and brainy as they could he on other subjects, and they would not 
understand what I was talking about at all. 

Q. I have not yet heard you answer Governor Harris’s question as to whether or 
not you would give tho Interstate Commerce Commission power to fix rates, and 
have it provided by law that those rates should go into effect oven though appealod 
from by tho railways.—A. I do not know any other way than that of accomplishing 
the thing in view, which is that there mnst somewhero be lodged power to do tho 
thing that you want to have done. Now, leave it the other way. If a commission 
appointed to take charge of matters of this kind and of this importance can only go 
up to a certain point, and when tho time for action comes they can not go beyond 
that point, I do not see the use for their existence at all. If they can only recom¬ 
mend, they can not produce results. 

Q. What is the universal effect of an appeal in law?—A. That I can not answer; 
I am not la wyer enough. 

Q. Docs it not vacate a judgment or suspend its operation until final judgment is 
given by the appellate tribunal ? In practice, if a different rule were to he adopted, 
would not inextricable confusion result?—A. It might in other matters; but, ns I 
have stated, I am not one of thoso who would liko to see the power to make rates 
taken away from the railroads themselves; but there must be a governing body 
somewhere. 

Q. If yon give the Interstate Commerce Commission power to disapprove a rate 
agreed upon by the railroads, do you not thereby give them power to fix the rate?— 
A. That depends upon the strength of that disapproval—the conditions under which 
that power to approve or disapprove is given. 

Q. You say you wish to increase their power?—A. Yes. 

Q. If the railroads agree upon rates which are satisfactory to everybody, there is 
no need for the commission to have anything to <lo with it, is there?—A. That is 
true. 

Q. Then your desire is to givo them power to disapprove a rate and provont it 
from going into operation, is it not?—A. Yes. 

Q. In practice, therefore, would not that give them power to fix the rate?—A. It 
would be equivalent to the powei to fix rates. 

Q. Suppose they fixed a rate and the railroad people appealed, and then in 6 
months the appellate tribunal reversed the decision of the Interstate Commerce 
Commission disestablishing that rale; then the railroad companies would have to 
make the rates themselves, would they not?—A. Yes. 

Q. Would not the conferring of that power on the Interstate Commerce Commis¬ 
sion result in very great confusion in rates and in the business of merchants with 
railroads?—A. You mean if the case was decided against the railroads and appoaled 
by the railroads? 

Q. Certainly.—A. The appeal, as I understand it, operates to set aside tho decision. 
Would not that leave it on tho basis upon which it began ? Would not tho rate com¬ 
plained of then he in effect just the same as if there had been no action brought 
before the commission? 

Our reason for desiring to put more power in the hands of tho commission is this: 
It is a well-known fact that if the railroad takes action they might carry that out as 
soon as possible. I f a shipper feels himself aggrieved and presents the matter before 
the commission and secures a judgment, the next thing they can look for is an appeal 
by the railroad, and the railroad can afford to spend $20,(X)0 or $30,000 for the cost of 
legal action, hut there are not many shippers who can do that, and it is through 
abuse of those privileges that this question lias been brought to the position it is 
now in. We had a case against the express companies. It cost us $30,000 beforo wo 
got through with it; it went right up to the Supreme Court. 

Q. The point I wish you to be very clear upon is whether putting a decision of the 
Interstate Commerce Commission into immediate effect, notwithstanding it may be 
appealed from, would not induce great confusion?—A. Not necessarily so; no. 

Q. Supposing the whole thing were reversed in a very short time—now, you have 
been pleading for steadiness of rates?—A. Yes. 

Q. Would this induce steadiness?—A. I can’t sec why it would not. It is not fair 
to assume that a body as dignified as that is would trifle with a question and jump 
in and begin slashing right and left, simply because it bad the power to do it. I do 
not think that is a reasonable expectation. They would bo just as cautious as could 
be expected. 1 think that is one of the difficulties. It seems too often to be assumed 



F. PARSONS:—TELEGRAPHS AND TELEPHONES. 383 

if you give a commission the power they seek they are immediately going to run 
away with it. I don’t look for anything of that sort. 

Q. Wholly irrespective of whether the commission will be better than the law, do 
you think it would be a wise law to authorize the immediate execution of a judg¬ 
ment which can bo appealed from?—A. That is another legal question that I am not 
qualified to deal with. 

(Testimony closed.) 


SUPPLEMENTARY STATEMENT OF PROF. FRANK PARSONS, 

President of the National Public Ownership League. 

As the vice-president of the Western Union and the general manager of the New 
York Telephono Company have referred to parts of my testimony in criticism, ques¬ 
tioned my sources of information in relation to two of the facts cited by me, and 
misunderstood my position in some respects, I trust it may be deemed proper for mo 
to make some explanation and suggestive comment in the interests of thorough 
understanding. 

Remarks were made by the general manager (somewhat modified in his revised 
testimony) tending to throw discredit on my sources of information in respect to 
two cases without inquiring what those sources were. In fact, they were of the 
highest, character in both instances. 1 got the data relating to the Cooperative 
Telephone Company of Grand Rapids, Wis., from Mr. John A. Gaynor, the first 
president of the company, a man of excellent repute and thoroughly familiar with 
the facts. At the time of my testimony I held in my hand a hitter from Mr. Gaynor, 
written a few days before, and from that letter I took the facts about linos, cost of 
construction and operation, net charges, etc., that I gave tho commission. The facts 
about the Government telephones 1 obtained directly from the books of the Depart¬ 
ment hy a porsoual visit to the Patent Oflice building in 1896. The general manager 
said he thought it perfectly safe to say that the expenses of a man to attend to the 
maintenance, of the plant were not includod in the $10.25 total cost per phone. The 
fact is, however, that one of the items in the Government account was $900 a year 
for the services of an expert electrician under contract to attend to tho maintenance 
of the plant, which duty took only a part of his time. The general manager’s 
statement as to the nso I made of the Government data is also incorrect, as may be 
seen by examining my testimony. I used the data to show that the Jlell Company 
was wrong in that case in its refusal to reduce rates, wherefore it may be mistaken 
in other cases as to the practicability of low rates. At the time of my testimony I 
did not know that the Department cxchauge had been given up, but on inquiry I 
find that it has; that the installation was not satisfactory (a thing that has hap¬ 
pened many times in private systems also), that a wider service was needed, and 
that tho Hell folks withdrew their refusal to make reasonable rates to the Depart¬ 
ment and now supply nucIi wider service, long-distance facilities, and all, at rates 
that come down closo to the cost under the Department system with its compara¬ 
tively narrow service- all the way down, perhaps, considering the additional facili¬ 
ties now enjoyed. 

The statement I made about the wages of telephono girls related to the general 
situation in this country, and is not met by a comparison of foreign wages with 
those in New York City, one of the highest wago centers in the United States. I am 
informed on high authority (that of a leading telephone official) that in the smaller 
places the companies pay many of their telephone girls only $10 and $12 a month, 
$10 being considered good pay. Compare what the general manager says about 
wagos of telephone operators in Franco amt Switzerland. 

My position on the fiat-rate question was misunderstood. I believe in the meas¬ 
ured service plan for large places, but think the double flat rate (residence and 
business) simpler and better for small exchanges. If tho message charge is carried 
too far it limits communication where no end is gained by the limitation, as well as 
where limitation is useful. 

Tho general manager's data of telephone development are of great interest, but 
the comparisons made do not have the bearing impliedly given them in reference to 
the influence of public ami private ownership on telephone development, because of 
tho mixture of other causes, and because of tne selection of American cities entirely 
from the list of those most highly developed. That New York City has 26 telephones 
per 1.000 people while Paris has 13 per 1,000 proves nothing as to public ownership, 
because there is even a greater difference in favor of New York in respect to transit 
and other interests which are private in both cities. Moreover, tho heart of New 
York (Manhattan and Bronx) is selected for comparison with Paris instead of taking 
tho whole city, Greater New York. It would be fairer to compare London’s 7 tele¬ 
phones per 1,000 people, under private ownership, with the 13 per 1,000 in the public 
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system of Paris, for general conditions are more similar in London and Paris than in 
New York and Paris. It should be noted also that the 7 per 1,00() of the private sys¬ 
tem in London, and the low development in Warsaw and Moscow and other half 
civilized places are among the principal factors in pulling down the average of the 
European cities dealt witn by Mr. Bethell. Instead of comparing the 26 telephones 
per 1,000 of population in the heart of New York with the 25 per 1,000 in the whole 
of Berlin, why not compare Greater New York’s 20 per 1,000, or Brooklyn’s 11 per 
1,000, or Philadelphia’s 16 telephones per 1,000, or St. Louis's 17, or Washington’s 14 
per 1,000 with Berlin’s 25 per 1,000? With smaller places, Larchmont’s 180 phones 
per 1,000 people is contrasted with Trondhjem’s 38 per 1,000, but it is not explained 
that Larchmont is a gilt-edged residence town idled with wealthy New Yorkers, 
while Trondh.jem is a city of more than 30,000 with the various classes of people in 
ordinary proportions. It would be fairer to contrast the 6 telephones per 1,000 in 
the Bell system in Chester, Pa. (34,000 population), ortho 10 por 1,000 in Camden, 
or the 19 per 1,000 in Trenton, N. J., or the 14 per l,i00 in Wilmington, Del. 

If a city of low general condition shows a higher telephone development than 
anothor city that is m general more civilized and progressive, then some valid infer¬ 
ence may be drawn as to tho effect of differences in rates ami management/ But if 
the more civilized and progressive city has tho higher telephone development, that 
is what might be expected even in spite of overcharges. The truest comparison is 
between public and private ownership in the same place, and Mr. Bothell’s state¬ 
ments about Stockholm 1 and the movement from private to public telephone sys¬ 
tems in Amsterdam, Denmark, Sweden, Austria, Switzerland, France, and England 
are of the deepest moment. 

In view of the importance of the subject of telephone development, and the fact 
that the true test of it is not the phonago of a low of the most progressive cities but 
the average development throughout the country, l have drawn up a comparison 
which includes a number of other places besides those mentioned by Mr. Bethell. 
It would be desirable if still more numerous comparisons might be made, and the 
data for 1880 included as well as those for 1900. 


New York City (proper) 

Berlin *. 

Paris*. 

London. 

Manchester, England.... 
Amsterdam,* Holland... 

Boston. 

Vienna,* Aimtria. 

Budapest,* Hungary.... 

Brussels,* Belgium. 

Antwerp,* Belgium. 

Zurich,* Switzerland_ 

Louisville, Ky. 

Trimdlijem,* Norway ... 
Copenhagen, Denmark .. 

San Francisco. 

Stockholm,* Sweden. 


Population, 

1990. 

Ratos. 

Telephones 
per 1,000 
inhabit¬ 
ants, Jan., 
1901. 

2,050,600 
1,884,000 
2,5.lt». 000 
5,631. <t«0 

$60 to $240 
10 to 45 | 
80 (60 now). 
60 and 100 

26 

25+ 

13 

7 

513,060 

$30 and $46 

8.7 

1,635,0(H) , 
729,000 1 
560,000 
278,000 
152,000 | 
204,000 ! 

30,000 
312,859 
342,782 
320,000 

$40 

8 

$50 and $70 
50 and 70 
10 to ICO 

+ 

$8 to $16$ 
27 and 48 1 

$13 to $27 

69 


* The place* marked with a star have public systems, Stockholm having also a private company in 
competition with the Gov eminent exchange 

The data down to and including Larchmont are simply a tabulation of tho principal facta given in 
the general manager's testimony, except the rates in Trondhjem and the population of Merlin, which 
he dill not state, merely saying that, it was about the same as New York. The exact figuies, howev or, 
for 1900, an given in the Statesman's Year Book, show a difference of 100,600 The last 5 ratios of the 
table are probably too high, since the telephone stations are taken from the June book, 1901, while tho 
population data are from the census a year before. The difference in most cases is only 6 months, as 
in Mr. Bothell's data. 


1 When the-Govermnent entered the Held in Stockholm, Mr. Cedergren, manager of the private com¬ 
pany, had 5,000 subscribers, and was running along with single over head wiles. The Government 
started by bringing rales down from $22 and $28 to $10 50 and $22, putting in metallic wires against 
Bingle wires, undeiground against, overhead wherever possible, direct connection with long-dlstiuice 
trunks, and free communication with all places within a radius of 43 miles. The company met the 
competition nobly, gave free service within 43 milos, put in metallic circuits, so t hat, in 1894 there was 
not a single wiroTircuit left in Stockholm; and, with the aid of their big start of 5,000 subscribers, the 
genius of Mr. Cedergron, one of the leading telephonists of Kurojie, the wealth of the owner jvho 
could get along whether he got any profit or not, and the aid of the municipality, which took sides 
with the company against the State. th6 private exchange lias been able to keep aliead of the Govern¬ 
ment exchange in its membership; but it is clear that the impulse for developmontcaine from theGov- 
ernment and not from theoouipany, as Mr. Bethell indicates. (See pp. 335 336, Telephone Systems of 
the Continent, by A. R. Bennett, a leading English expert and former general taanager of the Mutual 
Telephone Company, of Manchester, England.) 
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34,000 
1,203,607 
278,718 
76,500 
73,300 
76,000 
246,000 
175,597 
162,600 
170,000 
575,200 
131,627 
285,700 ' 
352,380 
02,500 
509,000 
325,900 
50,000 
3,437,000 

1,166,582 
67,021 
20,000 
206,000 













$60 to $150 

78 to 120 

36 to 48 

24 to 42 

36 to 60 

54 to 72 

24 to 72 

36 up. 

72 to 93 

/ 60 to 125 \ 

\ 136 to 48 ( 

60 to 150 

48 to 80 



Indianapolis*. 


















_ 


Telephones 
per 1,000 
inhabit¬ 
ants, Jan., 
1001 . 


180 
•+ 
16 
14 
14 + 
10 + 
10 
17 
38 
25 
47 
17 
24 
24 
17.7 


36 

22 

20 

11 

18 

22 

10 


‘Means independent company with a Bell Company also in the Held. All the telephone stations of 
both companies ate included in estimating the number of telephones nor 1,000 of population, but the 
rates given are those of the independent companies, as the lower rate schedule ought to govern develop¬ 
ment where it has once secured a strong exchange. 


It is dear, even from this little table, that other causes than the system of owner¬ 
ship aro vigorously at work. The variations between 6 telephones per 1,000 of pop¬ 
ulation in Chester ami 7 in London to 62 in San Francisco ami 180 in Larchmont, all 
under private ownership, are much greater than the difference between the public 
group and the private group. 

On page 801 of his revised testimony Mr. liethell says: “January 1, 1901, London, 
with a population of 5,633,000, had 41,111 telephones; that is, 7 per thousand. * * * 
Among European cities of its class London's development is exceeded only by that 
of Berlin.” This is clearly incorrect, for, on the general manager’s own data, London 
has less development than Vienna and only about half that of Paris. In fact the 
private system in London has a lower development than any public system in any 
city of its class (over 1,000,000) for which Mr. Bothell presents the ligures—a lower 
development than any system, public or private, in any civilized city of 500,000 
or more for which I have the data. 

1 have taken Mr. Bothell's estimate of “54,6-17 stations” for New York (Manhattan 
and Bronx), or “26 per thousand;” have used that estimate also in figuring the tele¬ 
phone development of Greater New York, and have shown that Mr. Bothell's case is 
not good, even on his own data. It must bo noted, however, that these figures and 
Mr. Bothell’s estimate of $85 as the avorago rate are not the fair data for New York 
in comparing it with European cities, for the reason that these data are based on 
figures which include the telephones in the private branch exchanges in New York. 
Most of these private telephones are for communication between different parts of 
the same establishment, and are used little or none in connection with the city tele¬ 
phone system. These branch phones are very numerous in New York, but are not 
much in use in European cities. The number of stations in New York exceeds the 
number ot' lines connecting such stations by about 42 per cent, while in European 
cities the number of stations substantially represents the number of lines in connec¬ 
tion with the city exchanges. The number of lines in New York January 1, 1901, 
was about 31,750, or 15 to 16 per thousand of population. President Thomas, of the 
Independent Telephone Association of the United States, to whom I ain indebted for 
these facts, tells me that 15 telephones per thousand is about the fair figure for New 
York in comparison with Berlin’s 25 per thousand. Some of the branch phones, how¬ 
ever, are used in connection with the city exchanges, and New York, moreover, is 
entitled to some credit even for private phones; wherefore 1 think the fairest com¬ 
parison probably lies between Mr. Bothell’s figures and those of President Thomas- 
18 or 20 per thousand for New York, perhaps, and 16 for Greater New York. Similar 
considerations apply to Mr. Bothell’s comparisons of European cities with Boston, 
San Francisco, eto. 
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The $85 average rate is the average for all the stations, including the private branch 
phones, for many of which the company receives only $8 and $12 a year, as Mr. 
Bethell has himself informed us, while the European rates witli which it is contrasted 
are rates for direct-line service. President Thomas says that the average rate in 
New York, on the basis of direct service, is $183. “ From the records of the New York 
Telephone Company (Mr. Bothell's company), we find that the average number of 
calls per subscriber’s line per day is 10.6. Assuming that the average user has 10 
calls for each working day, he will use 3,000 calls per year, the rate for which, accord¬ 
ing to the schedule of the New Telephone Company, direct-line basis, is $183 per 
year.” 

Mr. Clark began with a statement which shows an entire misapprehension of my 
testimony. He says the evidence given the commission in favor of the public own¬ 
ership of the telegraph was chiefly based on the conditions of the telegraph in Great 
Britain, Switzerland, and Belgium, and proceeds to point out the disparity of con¬ 
ditions as to population, wires, wages, distances, etc. In fact, however, the said 
evidence was chiefly based on the broad principle that the fundamental test of any 
system is its effect on character, justice, government, civilization—the human effects 
being far more important than any material considerations—and upon the broad 
facts: (1) That a normal public plant aims at service and benefit lor all, while a 
private monopoly aims at dividends or profit for a few; (2) that public ownership 
tends to superior harmony of interest and fuller cooperation, removing the vital 
antagonism of interest that private monopoly creates between the owners and the 
public and transferring the interest of wealthy and influential men to the side of 
good government and uouost administration; (3) that private monopoly means con¬ 
gestion of power and benefit, while public ownership favors diffusion of power and 
wealth and service; (4) that private monopoly means taxation without representa¬ 
tion, with power to make and unmake the fortunes of individuals, cities, States, and 
nations—sovereign power in pri\ate hands; (5) that in the same country, and under 
similar conditions, otherwise than as to ownership, the change from private to pub¬ 
lic ownership has resulted in superior service, lower rates, better treatment of 
employees, less corruption of government, improved citizenship, nobler manhood, 
and higher ei\ ilizatiou; (6) that the mo\ement of civilization is toward the public 
ownership of monopolies, etc., facts entirely independent of the “disparity of condi¬ 
tions” in wages, wires, offices, rates, distances, etc., to which Mr. Clark directs 
attention. 1 These material elements are of much importance and furnish, I believe, 
strong evidence for public ownership, hut not the chief evident e. The philosophy 
of public ownership and cooperative industry rests primarily on considerations 
entirely above the material plane ami wholly out of range of these statistics of dol¬ 
lars ami wires and offices and telephones—as far out of range as good government, 
public spirit, partnership, and brotherly lovo are out of range of the stock exchange. 

As to the data of miles and wires, etc., 1 mile of wire to 76 people in the United 
States against 1 milo to 130 people in Great Britain proves nothing except the rela¬ 
tive sparsity of population in the United States, even if we take no note of the 
evidence that the wile mileage tabulated by the Western Union includes all the old 
rattletrap and worthless lines that were bought, up solely to get rid of rival com¬ 
panies and that were built solely to be bought up.-’ 

The vice-president's statement relating to offices--76,000 post-offices and 3!),000 
places reached by the telegraph companies and their telephonic connections in the 
United States, against 40,000 (estimated) post-offices and 10,K10 telegraph offices in 
Great Britain—shows the telegraph reaching 50 per cent of the post-offices heie and 
25 per cent in (Jreat Britain, as Mr. Clark says. I suggest, however, that the state¬ 
ment is invalid: (1) Because the witness’s own Exhibit B shows that only 20,000 
places are reached by telegraph and telephone, 30,000 being there given as the total 
number of telegraph and telephone distributing offices in the country; (2) because* 


1 Mr. Clark did not touch these fundamentals except where, in answer to questions after ho had 
finished what he wished to say, he denied that the Western Union’s distribution of franks in intended 
to influence legislators, etc., and where he answered “ No” to the question whether or not ho approved 
of the principle (adopted in Europe, Australia, and New Zealand) of administering the telegraph to 
secure the greatest public service, rather than for profit, expi easing personal dissent from a prince 

{ >le, which, if admitted, establishes the case for public ownership and cooperation, since philanthropy 
s not practicable as a general business foundation, and public ownership or cooperation are tne 
only other things that can make it an aim to forego profit and so extend the service to its widest 
limits. Private monopoly must Bay “ No " to the greatest service principle, for profit is an essential 
condition of its continued existence, and profit is inconsistent with greatest, service, for without the 
profit rates could be lower and service greater. 

>8ee 8enate Doc. No. 65, Fifty-stxth Congress, first session, p. 30; Blair (Senate Committee on 
Education and Labor) Report on Labor and Capital, 1883, Vol.Ii, p. 1277; Bingham Hearings on Wana- 
maker Bill of 1890 (House Committee on the Post-Office),p.78, and House Report 114, Forty-first Con¬ 
gress, second session, p. 85, giving the statement of 0.8. Thompson, a prominent telegraph builder of 
New York, in which he says, “It must be remembered that the estimate (in its report) of the quail* 

a of line* owned by the Western Uniou has lieen predicated upon a computation made by simply 
ng together all lines that have come into its possession. Many of these wires have now ceased 
to exist, and others that are still standing are not in operation.” 
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the number given for the British telegraph offices is the figure for more than 2 years 
ago, while the other factors in the comparison are brought down to date; (3) 
because the British post offices are overestimated. The 185)8 report gives the num¬ 
ber of post-otlices as 21,197 and the telegraph offices 10,483; (4) because telephone 
connections are included in the American figures and not in the English; (5) because 
about three-fourths of the Western Union offices are railway offices if the same ratio 
holds as a few years ago, 1 wlnlo less than one-fourth of the British offices are rail¬ 
way offices; (6) bocause there is no mention of the fact that in Great Britain every 
post-office and every post-box is a place of deposit for telegrams. Lastly, the fig¬ 
ures, even if correct, would only show that Great Britain had a much greater rela¬ 
tive development of post-otlices than we have. The implication that tho telegraph 
development in Great Britain is relatively less than in this country is wholly unwar¬ 
ranted, even on tho figures as they stand, since 10,816 offices is a more extensive 
service for tho United Kingdom, with 120,973 square miles, than 39,000 for tho 
United States, with thirty times the area. 

Later in his testimony, the vice-president says: “If you are going to extend the 
telegraph * * “ as was done in Great Britain, to carry it to every hamletthus 
admitting that the development of the telegraph in Great Britain is greater than it 
was in England under private ownership. Afterwards ho says lie thinks “it was the 
policy of extending the telegraph to unprofitable places that caused the deficiency.” 

I suggest that tho vice-president’s comparisons of American rates from New York 
with European rates from London are invalid. (1) Because the American rates are 
interna], while tho European aro international, the messages passing through 2, 3, 
and 4 countries, each of which adds its tariff; (2) because the American rates are 
land rates, while each of the European routes includes the cable from England to 
the Continent, and, as Mr. Clark admits, m answer to a question later in Ins testi¬ 
mony, the cable service is “infinitely” more costly than the land service. 

I suggest further that all his rate comparisons aro vitiated by his assumption of 
11 words as tho average of address and signature, making 21 words to the ordinary 
message as a basis of comparison. In the first place, the addition of 11 w r ords as tho 
average for address and signature is hot justified by experience, or by Western 
Union testimony in the past. President Green, of the Western Union, some years 
ago placed the average number of words in address and signature at 7 per messaged 
In the second place, oven if the average ordinary message here were 21 words, the 
comparison would not fairly present the situation, for, whatever may be tho case 
here, it is perfectly certain that the average message in England is not 21 words, 
but about 15 words. 

The vital matters are tho minimum rates at which messages can be sent, and tho 
actual average charge, for these are the things that in connection with the exten¬ 
sion of facilities really govern the use of the telegraph, and give tho English people 
about double the per capita use of tho wires that we attain. A few words more or 
less to the message is of comparatively little consequence, but tho ordinary minimum 
rate at which any message may he sent determines the strata of the population that 
can afford to use tho telegraph and the frequency of its use by the whole middle 
class. The internal rate in Great Butain is 12 cents; that is, a message from any 
point in Great Britain to any other point in Great Britain may he sent for 12 cents. 
From a point in Massachusetts to another point in Massachusetts the ordinary rate 
is 25 cents. In New York .State the internal rate is 25 cents; in Connecticut, 25 
cents; in New .Jersey, 25 cents, etc. The average charge for all messages in Great 
Britain is about 15 cents, against 31 cents in the United States. By Mr. Clark’s 
admission 3 cents a message addod in Great Britain would pay for all extensions 
and cover the interest charges on a debt overloaded by the purchaso of tho lines at 
about 4 times their value.' Bv Western Union data less than 3 cents of the 21 is 
due to distance, 1 * 4 * and the evidence does not favor the idea that our telegraph tuns 
up its expenses by paying high wages. 6 if, then, the 31-eent charge is not due to 


1 Bingham committee, hearing of Mr. Tlmrber, testimony of Mr. Wiman, a director of the Western 
Union, p. 22. (Soo, to same effect, testimony of President Green, Blair committee, Vol. I, p. 881.) 

a See Senate Doc. 65, Fifty-sixth Congress, first session, p. 14. 

■The Telegraph Monopoly (Equity Series, 1520 Chestnut street, Philadelphia), p. 145. 

4 Sen ate Doo. 35, Fifty-sixth Congress, first session, p. 16, n. 1, and p. 83, n. 3. 

“According to the Tenth Census, volume 4, the average telegraph salary in tho United States for 
1872 was $360. against $288 in Europe, and in 1880 the average telegraph salary was $327 in the United 
States and $320' in Europe, showing a large increase in Europe ana a fall in the United States. In 
view of tho facts that further reductions were made in the United States, causing the great telegraph 
strike of 1883, that tho company won the strike and have continued their policy of wage reduction 

(Senate Doc. 65, Fifty-sixth Congress, first session, pp. 38, 30, and authorities there cited), that 
English wages are above the general European level, and that the British reports show a riso of tele¬ 
graph wages from 55 per cent of the total expenditures in 1881 to 65 per cent in 1895 (the last report £ 
nave in which I find this item dealt with), and from 44 per cent of telegraph receipts in 1880 to 67 per 
cent in 1899, while since 1881 the hours have been reduced in England from 56 per week to 48 day and 
42 night. In view of all these facts it seems clear that tho average telegraph wage is higher now in 
Great Britain than in the United States, this roundabout method being tho only one available since 
the average telegraph wage in this country is uot attainable. 
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distance or wages, and tile efficiency of labor is greater iu the Western Union nvstm 
than in the English-more messages per employee here'-then, whot is the 
for the 25 -cent ininiiiimu »ud the Sl-cent uveriigef , 

The vice-president says thnt the liiiltiniore nud Ohio telegraph (whioh maintained 
a 10-cent rate on 19 long routes anti other low rates averaging I6j cents a message 
on the whole system) became bankrupt in consequence or its low tariff. Hut Mr. 
I). H. Bates who was manager of the Baltimore and Ohio telegraph system, testified 
at the Bingham bearings,* that the Baltimore and Ohio made a profit in spite of its 
low rates, and that the Western Union succeeded in buying up the Baltimore and 
Ohio lines, not because they proved unprofitable, but because disaster overtook the 
road in other departments, and it sold its telegraph business as the most available 
Bource of realizing the funds necessary to right itself. 

Speaking of the charge that inventions have been suppressed by the Western 
Union, the vice-president says: “If the person or persons who make that charge 
will kindly name the apparatus I should be very glad to know it.” The gentleman 
will find a list of inventions on pages 114-146 of Wanamaker’s Argument on the 
Postal Telegraph, 1890, in respect to which 1 lie Postmaster !Jeneral said (p. 11): “I 
have had enumerated, perhaps, a score of devices already patented for the purpose . 
of cheanoning and quickening the telegraph service, which find no use and no proHt 
under tne present condition. I am not an expert iu electrical matters, but I know 
that all of these inventions can not be wholly bad. I am sure that many of them 
are good, but they can not be got into operation with the Held monopolized. The 
public can not have the benefit of this rare class of American brains, nor cau tbo 
inventors find a deserved remuneration for their work. The Western Union Com¬ 


pany, having the control of the telegraph business, has no use lor devices which 
cheapen and quicken the telegraph service and warrant a claim lor reduction of 
rates. The public, not knowing what it misses, can not become aroused to the 
defects in methods now in voguo. If once a break is made in this lampart of tele¬ 
graph monopoly, not ouly will the men and women who build and use the telegraph 
wires find a better market for their fidelity and skill, but inventors, knowing that 
their cases are to be tried before an impartial court, will also find a spur to better 
efforts.” 


The statement about the potential pressure for the withdrawal of the postal telo- 
graph bill of 1890 made to me by Mr. Wanainakor, in the presence of several others, 
is said b\ the vice-president to be without justification. Mr. Wanamaker's high 
honor and excellent judgment make me feel otherwise, but I suggest that ihe cor¬ 
rectness of Mr. Wanamaker's information is not incompatible with Mr. Clark’s 
belief in the matter. The witness does not seem familiar with this side of the com¬ 
pany’s affairs. He even says that the giving of telegraph franks is entirely a personal 
courtesy, and that the company does not expect any favors, nor get any. But the 
president of the Western Union, in his report some years ago, said that the judicious 
use of complimentary franks among Government officials had been the means of 
saving the company many times the money value of the free service performed. ‘ It 
is admitted that the franks are still given to the same class of beneficiaries, and i 
submit that the purpose and results are probably similar to what they wore when 
the above confession appeared. 

The vice-president gives a table of the deficits in England footing up $37,600,000, 
but the estimates of deficiency are made by including the cost of new construction, 
extensions, and improvements every year in the expenses to he subtracted from 
income, whereas they belong in the capital account and are so included by the vice- 
president in another part of his testimony, making them do duty on the deficit and 
on the capitalization also. Suppose a manufacturer operates at a cost of $50,000 
and sells his product, for $60,000 and builds a new mill costing $15,000, has he mado 
a psofit of $10,000, huving cleared that amount above expenses of operation and 
maintenance, or has he made a deficit on the year’s business by building the now 
mill! It seems clear that he has made a profit. The cost of the mill belongs in the 
capital account, and he has the mill to show for the expenditure. The difference 
caused by the wrong use of construction cost is very great, turning a small deficit 
into a big one, and m some years changing a prolit into a deficit. For example, iu 
1880, the vice-president’s statement gives a deficit of £29,909, whereas there was a 
profitof £7,187 above all cost of operation and maintenance and interest on the. debt. 


•Senate Doc. 85, Fifty-sixth Congress, first, session, pp. 18, 19, n. 3. giving the facts from the Tenth 
Census. 

* House Committee on Post-Office, hearings in reference to tlm Wanamakor hill, 1890. The following 
are examples of the Baltimore and Ohio taritf. Now York to Portland, Me., and intermediate points, 
10 cents: New York to Philadelphia, Baltimore, and Washington, in cents; New York.to Chicago, 15 
cents; New York to St. Louis, 20 cents, to New Orleans, 50 cents; to Galveston, Tex., 75 cents. The 
average charge on all messages was 16* cents (Bingham Hearings, pp. 21, 82, 76, and Senate Doc. 05, 
Fifty-sixth Congress, first session, p. 21). 

•See full citation, verbatim, and references, in uiy testimony. 
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Here are some other instances of the same sort, taking my figures from Mr. Morley's 
returns to the House of Commons: 



Deficit by 
vice-presi¬ 
dent's state¬ 
ment. 

Profits by re¬ 
turns to 
Commons, 
putting new 
construction 
in the capital 
account. 


£984 

£125,048 


112, 524 

31,442 


142,234 

36,011 

4,418 


346,114 



The postal statements put tho deficit sufficiently high without magnifying it. 
The Government believes the country gets more than a full return for the delicit 
in the development of business, ot«\, through low telegraph rates, while experts sav 
that if a fair division of expenses were made between the mail and the telegraph 
there would be no deficit at all—a 2 per cent change in the line of division would do 
it. If the telegraph had remained in private hands the service would have cost the 
people many millions more than the total govern mental cost, deficit and all. 

The English deficit is no argument against public ownership of tho telegraph, 
any more than the postal deficit here is an argument against public ownership of 
tho post, or the political condition of Philadelphia or Now York is an argument 
against government by the people. There are plent\ of countries that do not make 
any such deficit with the telegraph, and we can follow their examplo until it is 
(loomed wise to throw the electric wires open to public use, just as the roads are 
now, the whole cost of which is a deficit, but a most beneficial ono, which brings 
me to my last point in this connection, viz, that a deficit is not necessarily a bad 
thing —it depends on what you have to show for it. 

The vice-president states tho Western Union stock and bond capitalization at 
$045 per mile of line and $130 ($129.80) per mile of wire, and compares it with tho 
British capitalization, which lie estimates at $1,530 per mile of line and $216 per 
mile of wire, by adding to the outstanding capital debt the whole cost of extensions 
and improvements from the start (although these were included in current expenses 
in an earlier part of bis testimony dealing with the English deficit) and making no 
allowance for dopieciation. “Men may come, and men may go, but I go on forever,” 
is the song of capital when a monopolistic corporation writes tho music. Private 
monopoly docs not believe in burying its dead capital, but keeps it on the register 
as a basis for taxation, not of itself, but of tho people. Monopoly’s census of capital 
includes as prosent population all the inhabitants who have ever lived in the build¬ 
ing since it was put up. Besides this gratuitous inflation of tlio British capital, by 
applying corporation methods to its estimate, it is well known that England paid 
the companies at least four times the value of the lines, and probably live or six 
times their value. 1 suggest that it would he better to take for comparison the 
capitalization in some country that has not made such a dropsical purchase—France, 
or Belgium, or Germany, making due allowance of course for difference of wages, 
etc. Better still, to compare the $645 a mile with the cost of construction in this 
country, 1 or with the Western Union’s claim in recent, tax litigation in Ohio, that 
its whole property in that State did not cost over $103 per mile of lino. • 

i Western Union i oporto show cost of construction varying from $75 to $100 per mile of lino ami $21 
to $70 per mile of wire, on un aveiage for large blocks. For the year emling .1 une 30,1894, President 
Kekort. reported the construction of 1,300 miles of now poles and 22,000 miles of new wire, one half of 
it copper, at a total cost of $557,021, or $21 a mile of wire. In the report of October, 1895, President 
Eckert, says that $574,030 was spent during the year in putting up 15,784 miles of new wire, two-thirds 
of it copper, and part, of it on new poles (817 miles) - about, $75 per mile of single line and $36 per mile 
of wire. (John Fox, a Western Union builder, testified that he hail built lipes for the company from 
1808 to 1870, constructing 500 to 800 miles of poles in Michigan (some of it 2 or 3 wire, but generally 
1 -w ire line) at a cost of $75 a mile and $30 a mile of additional w ire. (Somite Report 577, Fortv-oigbth 
Congress, first, session, p. 0.) In 1884, Dr. Green, president, of the Western Union, testified that the 
average cost of the Western Union lines was about $45 (Ibid., nart 2, p.227.) During tho year end- 
ing June 30,1895, 2,084 miles of poles and 20,370 miles of wiro that eonstituted the American Rapid 
Telegraph Company has been bought, by the Western Union for $550,000 in its stock at pur, or $27 a 
mile of wire (Western Union Reports 1894, 1805, and United States Statistical Abstract for 1894, p. 363.) 
The actual market value of the stock payment was $22 a mile, and the Rapid lines were among the 
very newest and best tho Western Union has e\er bought 

See further Senate Document 05, Fifty-sixth Congress, first session, pages 27-30, where many data 
on construction cost are collected from various sources—public, private, domestic, and foreign—al. 
tending to confirm the drift of the figures given above. 

» Western Union Telegraph Company v. Auditor of Ohio. 61 Fed. Rep., 447; State i>. .Tones, 51 Ohio 
St.. 492; 105 U.S., 194, Feb. I, 1897; and see 04 Fed. Rep. 9, reversing the decision of 01 Fed. Rep., 
and holding tho Ohio law constitutional, the State supreme court n 51 Ohio, ami the United States 
Supreme Court in 105 U. S., haviug sustained the validity of the statute. 
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Even this contrast probably does not show the real inflation in Western Union 
capital, for the vice-president took the whole mileage of poles and wire reported by 
the company, which, as we have seen there is reason to believe is the sum of all the 
lines bought and built from the start, many of them now in the junk heap. Allow- 
anee for this would make the divisor smaller and the quotient larger. 

The vice-presidont says that the “capital of the Western Union Company has 
resulted from the amalgamation of a large number of telegraph companies from the 
beginning,” and every business man knows that when companies amalgamate the 
resulting capital is usually a good deal more than the sum of the former separate 
capitals. What the people want to know in this connection is the relation between 
capitalization and the real value of the plant. The practice of heavily capitalizing 
franchises given by Stato and city, thereby compelling the people to pay dividends 
on legislation and interest, on abstract privilege, is a very questionable practice. 
Labor and capital actually invested are the only things that ought to draw income. 
It is so with the ordinary merehant and manufacturer, and it ought to ho so with a 
telegraph company. The merchant can not make the people pay interest on a blue 
book, or on dead capital; neither should a carrier. Equal rights to all. Fair 
exchange, service for service. No charge for wind, and no tax on the dead. 

I solemnly swear that the matters in the above statement, mado by me of my own 
knowledge are true, and that all other matters contained therein 1 believe to be true. 

Frank Parsons. 

Subscribed to and sworn before mo this 6th day of August, 1901. 

[seal.] Mai o M. Crane, 

Xotary Public. 


STATEMENT OF ROMYN HITCHCOCK, 

Consulting Chemist and Technologist, Xe\c York City. 


Arguments in favor of Government ownership of the telegraph have been ably 
presented before this commission and from time to time before other committees of 
Congress appointed to investigate the subject. The general and specific facts con¬ 
cerning the telegraph business in this country and abroad have been set, forth in 
detail by different authorities before such investigating committees. There is no 
reason why any person of an inquiiing disposition should be deceived by ambiguous 
or erroneous declarations concerning matters of fact in the telegraph business. 

Objections to Government ownership and management of the telegraph, based 
upon considerations of political patronage and abuses, have been repeatedly put for¬ 
ward, but they are more theoretical than real. If the people want Government own¬ 
ership they will also demand efficient and economical management. This can not ho 
had if political influence controls the selection or discharge of employees. The 
operation of the telegraph is a technical service and employees should work their 
own advancement. Civil-service rules should be applied rigidly; promotions should 
depend upon efficiency and skill and the results of special examinations, with no 
discharges except for cause. Life positions and a pension system should he tho 
reward of faithful service. 

Hut it is unprofitable to spend timo over matters alreads well thrashed out. 
What the people desire they should have. It is the duty of the Government, 
imposed by the Constitution, to utilize the best available meaus for the transmis¬ 
sion of correspondence. It is unconstitutional for the telegraph, which should be a 
part of the postal system, to be operated as a private monopoly. Among the more 
important nations, tho United States stands alone for its shameful neglect, in tho 
matter of telegraph communication. This condition is anomalous. The most active 
and progressive people on earth are unable to enjoy the telegraph as a public 
utility. Yet the popular demand for it, expressed in many wavs, is indisputable. 
Doubtless on no other single question are the people so united. More than 75 bills 
have been before Congress advocating a postal telegraph. Sixteen investigating 
committees have reported in its favor. Of 75 countries the telegraph is owned and 
operated by tho respective governments in all except Bolivia, Cuba, Cyprns, 
Hawaii, Honduras, and the United States. 

The following organizations and many others have expressly favored a postal tele¬ 
graph system: 

The Farmers' Alliance, the National Grange, the Knights of Labor, the Hailway 
Union, the American Federation of Labor, the International Typographical Uuion, 
the People's Party, the Prohibitionists, many boards of trade and commercial bodies. 
More than 2,000,000 votes have been cast for it. 
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Mr. Wanainaker declared in 1890 that the only visible opponent was the Western 
Union Telegraph Company. 

Testimony has been given before this commission relative to discriminating freight 
rates on railroads and the demoralizing effects resulting therefrom. These things 
are only too familiar to students of economic conditions, but few people know that 
similar conditions have prevailed in the telegraph in regard to the distribution of 
news. Mr. 8. H. Bell, representing the Typographical Union, used these words before 
the Senate Committee on Post-Offices and Post-Roads: 

“Mr. Chairman, the news of this country is controlled by two great press associa¬ 
tions, and in any place in which either has a footing no new journal can be estab¬ 
lished and secure a telegraphic nows service except on such terms as may be prescribed 
by the paper or papers which already occupy the iield. In England, on the contrary, 
all papers are on an equal footing; that is to say, all may receive the dispatches on 
payment of the charges of the news-gathering agencies and those of the Government 
for the transmission of the same. We believe that under governmental operation a 
similar condition would soon prevail here, whieh would bo of untold benetit to all 
connected with the newspaper industry/’ 

A great part of the testimony given at various times deals with comparisons. The 
experience of Great Britain and the continental countries, the reductions of rates 
invariably accompanying changes from private to public ownership, evidence that 
cheap rates enormously increase the use of the telegraph—all these facts have been 
admirably brought out. But the testimony has dealt almost exclusively with the 
telegraph as it has been and is. The time has come when we should seriously inquire 
whether the methods of the past, although they still prevail, are the best; whether 
there have not been improvements in telegraphy as in other arts, or if in this alone 
there has been stagnation for a generation. 

Improvements have been made in the telegraph, hut the great monopoly which 
controls it has opposed changes. The logical result has been icalized—that we 
have in the United States the poorest, most inefficient, slowest, most antiquated and 
expensive telegraph service in the world. It is conducted ou the basis of small busi¬ 
ness at high prices, regardless of the obvious teachings of experience that the oppo¬ 
site policy is the wiser and also, when largely developed, the most profitable. 

To offset this humiliation, due to ignoble and shortsighted financiering, I propose 
to advocate) before this commission the introduction of an American invention which 
represents the highest achievement in telegraphy as a foundation upon which to 
establish a Government postal telegraph service which shall be superior to any the 
world has known. This invention far outranks its nearest rival, the great Wheat¬ 
stone apparatus. It is an invention not to be superseded, because it attains the limit 
of the working speed i.f a telegraph wire. 

The question has always been, IIow shall the Government obtain control of the 
telegraphf How can it best do so with just regard to the vested interests which 
must be more or loss affectedf Important as these cousideialiens are, they are sub¬ 
ordinate to the larger interests of the people. If, as I believe, the time has como for 
a postal telegraph in this country, the people have a right to demand the best in the 
world. If it can be shown that the best is also the cheapest in tirst cost and main¬ 
tenance, and that its adoption will improve, cheapen, and quicken the service far 
boyond what would he possible by any other method, there can be no question that 
this is what they should have. 

It is my purpose to advocate such a system. Under private management for profit 
it is thereby practicable to reduce the present telegraph rates to one-tenth what they 
are at present, with vastly inqmncd service. Under Government management the 
rates could be still further reduced. 

The system of which I shall speak is the high-speed automatic of Mr. Patrick B. 
Delany. The main features and possibilities of the Delany system were discussed 
before the Senate Committee on Post-Offices and Post-Koads in 1896. (Doc. No. 291.) 
Although at that time the Elliott Cresson medal was awarded to the inventor, the 
system is much improved and is even better adapted to the needs of a postal tele¬ 
graph than it, was then. The tapes are now punched by the ordinary operating of a 
Morse key, and the signals are recorded in Morse characters. The electro-static con¬ 
ditions of a telegraph line have hitherto imposed limitations upon rapid signaling 
by the ordinary methods. By a recent improvement Mr. Delauy has succeeded in 
utilizing tho static charge in the production of signals on the receiving tape. 

There are two leading questions which must receive brief consideration here. 
First, what are the points of practical superiority in the Delany system? Sec¬ 
ond, if it is so extremely valuable, why has it not been adopted by the telegraph 
companies? 

Replying to the first question, technical features are involved, which, however, it 
is perhaps advisable to pass over for the present. The practical aspects of the sub¬ 
ject are just now of most importance. The one great, feature of the system is the 
extreme spend of operating with reliability and accuracy. The second is the relative 
cheapness of line construction, maintenance, and operation. 
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The points of superiority of thu IWaay systoii over it* n«»re»t competitor, the 
Wheatstone are these: More certain lejrilu/it.v <’[ 8, K ,lal "- not 

JSSSRU-t:? sir ”:? si--a jsssa 

rrcoiving 'inetnunent :U 

the Heading instrument. The transmitter increases thei efficiency ot ou an cables 
The invention is a result of gradual development of a fimdaineutal principle. 1 he 
inventor is not only an expert practical telegrapher, but bo Is a member and cx-vice- 
president of the American Jnsiitnto of Electrical Engineers, member of the Franklin 
Institute, and the inventor of numerous telegraph devices His synehronous-multi- 
plex Hy8tei», whereby 1 wiro is made to carry 6 messages simultaneously, one way 
or in opposite directions, has been in use by the British post-office for 15 years, anil 
his system for cable transmission holds tne record for high speed over Atlantic 
cables. 


When it is considered that a groat item of cost in ordinary telegraphy is the con¬ 
struction and maintenance of a largo number of wires, it will be understood that if 
the practical speed of working is greatly increased, the number of wires or the 
amount of copper could be correspondingly reduced, with great resulting oconomy. 
Let me give one illustration of this from high authority. Mr. Norvin Green, for¬ 
merly president of the Western Union, Htated that the introduction of the “artificial” 
or “phantom” circuits of the quadruplex represented in value to that corporation 
$10,000,000. The quadruplex is used only on a comparatively few circuits, and it 
doeB not quite double their practical duplex efficiency. These are large figures, lint 
a simplex Morse operator, sending at the rate of 15 words a minute, may monopoli/e 
a line which cost $20,000. 

Wheu we come to the I >eluny system, however, tho economy is enormously greater. 
For while the quadruplex sends an a\erage of 00 words a minute with eight opera¬ 
tors, four sendiug and four receiving, and the Wheatstone automatic 125 words, or, 
if duplexed, about 200 words, the Delany sends over a single wiro 1,000 words a 
minute for a distance of 1,000 miles. In other words, <>no Delany wire is equal to 00 
wires worked simplex or to about 20 wires quadrnplexed, and it operates 8 times as 
fast as the Wheatstone. 

The money-earning capacity of a line which is able to carry messages at a speed 
of 1,000 words a minute demonstrates the desirability of speed for economical work¬ 
ing. If we take 10 hours of constant operation for business and social messages and 
allow 20 per cent of the time for manipulating the apparatus, the pract ical working 
result will be 800 words a minute. 


Assuming messages to comprise 50 words each, 16 messages could be sent each 
minute. For convenience, we will say 15 messages a minute In 10 hours this 
would amount to 9,000 messages, which at 15 cents each would yield a gross incomo 
of $1,350. 

An estimate of the profits of a line between New York and Chicago, fully equipped, 
at an assumed cost of $1,000,000, will indicate the immediate possibilities. This line 
is supposed to have two wires, with a speed capacity of 1,000 words a minute each, 
one for sending and one for receiving. 

We will suppose these wires are operated at a speed of 500 words a minute each 
way, and that 15,000 messages of 50 words each are transmitted every day of 12 
hours. The present telegraph business between the two citios at 10 cents for 10 words 
is 12,000 messages a day. Therefore, the estimate of 15,000 50-word messages at 15 
cents each is conservative. 


15,000 messages, at. 15 cents, $2,250 a day, for 300 days. $675,000 

Line maintenance, at $1 a mile, 2,000 miles. $8,000 

Handling messages, at 2.6 cents each. 117,000 

Interest, 4 per cent. 40,000 


- 165,000 


Income. 540,000 

There is reserve capacity on the line. Only one-fourth of its working capacity is 
utilized. Press dispatches will occupy some of tins. But no account is here taken 
of business from intermediate cities. 

The figures do not include expenses of administration. 

The question has been asked, How much cheaper can the Government conduct the 
telegraph service than the present corporations? I have not. attempted to estimate 
that in a specific manner, but the select committee on the telegraph in 1870 estimated 
that the annual saving would be at least a million and a half a year. The receipts 
of the telegraph companies are now four times what they were in 1870, so that tho 
saving under Government would lie very much greater, without any improvement 
whatever in technical operation. It is probable that, takiug account of dividends 
upon watered stocks alone, aftei deducting the probable value of the line equipments 
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of the corporations, the saving by Government management would be not less than 
$4,000,000, and other economies would considerably increase that sum, without 
change in the methods. 

Prof. Frank Parsons said, in 1896, concerning this subject: “ If improved methods, 
well known to the electrical world, were adopted in the postal telegraph, the saving 
would be far greater—so great, indeed, that there seems every reason to believe a 
uniform rate of 5 cents a message would yield a substantial profit ” 

As to the second question, pertaining to the attitude of the existing monopoly 
toward this system, or toward any new system, I wish to quote a few pertinent 
words from Mr. Delany himself, which are to be found in Senate Document No 291, 
Fifty-fourth Congress, first session: “So anxious have the telegraph owners been 
to perpetuate the condition of the early days—the golden span from 1858 to 1870— 
when a $500,000 plant grew to one of $20,000,000, every innovation calculated to upset 
or interfere with this comfortable situation has been unwelcome. Every step in 
advance has been viewed as an encroachment on an exclushe domain, and each 
great improvement has been obliged to knock loud and long for recognition. It is 
significant that none of the improved methods of telegraphy now in use originated 
within the controlling telegraph organization, all having come to it by purchase of 
competing Hues or from individuals outside. The well-known Page patent was the 
work of an examiner in the Patent Office. Stearns was connected with the municipal 
telegraph of Poston when ho brought out his duplex system, and it required 2 or 3 
years’ effective work by a competing line to gain a foothold lor it. Edison’s quad- 
ruplex system was au outside creation The telephone was a foundling left on the 
doorstep of the leading telegraph company, hut was not adopted and was recognized 
only after it had grown into great promise.” 

With proper legard to the future and a disposition to maintain au up-to-date 
installation, a part of the large earnings would have been invested in improvements, 
and rates should have been reduced. Hut what has been the policy throughoutT 
The fatal, ruinous policy not to meet competition, but to buy it up. A dependence 
upon the purchasing power of wealth to prevent changes or the use of new methods, to 
antagonize improvements, and to suppress inventions. It lias been a battle of money 
against the pervading spirit and the irresistible tendencies of the age, and it will 
meet its Waterloo whenever improvements in either methods or means come into the 
field. It needs not even the Delany system to ruin the telegraph monopoly; it needs 
no new devices; nothing but the same old system that the companies are using still, 
supplemented with one-fifth of the money represented by their outstanding securi¬ 
ties, and a liberal and wise business policy. Hut it is not competition that we are 
striving for; it is the host and cheapest system for the people. 

One Of the worst features of the present monopoly is the utter disregard of the 
welfare of faithful employees. Their condition is as had as it can be, for the wages 
are insufficient for comfortable living If the truth were all told, there would be 
popular indignation. Yet the employees are powerless to better their condition. 
Probably the average operator should receive about double the wages paid by the 
Western Union Company. 

Leaving out of consideration the possible economies which might be effected by 
Government administration with the older methods, let us suppose the telegraph to 
he brought into universal use through the greatest possible cheapening of rates. 
Whether this result is attained through Government ownership and the operation of 
the telegraph in conjunction with the post-office or by its adoption by a private 
corporation working for prolits, does Bot mateiially allect the point at issue. In 
either case there will be at least 90 per cent reduction in charges. 

While personally favoring Government ownership and disposed to actively further 
it so long as there is any prospeet of success, 1 am also convinced that it is possible 
to make the telegraph a public utility in private hands. The proposed reduction in 
rates of 90 per cent are based upon the Delany system under private management. 
Hy no other system would such a large reduction be profitable to the owners. It is 
proposed to establish a rate of 15 cents for 50 words and 30 cents lor 100 words 
between New York and Chicago. It is proposed to do away with the 10-word mes¬ 
sages and substitute letter-telegrams—letters carried by wire instead of by train. 

Comparatively few men are able to immediately grasp the idea and follow it con¬ 
fidently to the inevitable conclusion. It requires time and thought and familiarity 
before the transmission of letters of 50 or 100 words from New York to Chicago or 
San Francisco presents itself to the mind as commercially possible or even to be 
desired. Any radical departure from old methods'requires time to permeate the 
average brain cells and ganglia ami bring forth definite or logical conclusions. 
The man of wealth does not at first, recognize its possibilities for gain; the people 
will not conceive the reality of it until they have experienced it, learned its advan¬ 
tages, the saving in time, the completeness of knowledge as contrasted with the sus¬ 
pense, uncertainties, even anxieties of the ambiguous short telegrams, short because 
every additional word costs. Such letter-telegrams will be something new under the 
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sun. No man can estimate what they will lead to in ihunber; in bringing people 
nearer together in time and social intercourse, and in the distribution of news for the 
press. 

Likewise our forefathers could not foresee the wonderful growth of correspondence 
which we now enjoy because of cheap and rapid mails. The postboy, pony post 
with relays, packet boat, train, telegraph, pneumatic tube, telephone, represent suc¬ 
cessive stages with a premium subsidy for speed, reaching an anticlimax in the 10 
cent stamp to hasten the delivery of a letter by a few minutes which may have been 
many hours on the way. But even now the telegraph is too slow, because it can be 
speeded up. 

The conviction that the telegraph should belong to the people, that cheap commu¬ 
nication is one of the greatest blessings to a nation, should be strong enough with 
all to eliminate selfish considerations. But as I look forward I see the signsof a new 
private monoply in the air, the basis of which is the Pelany system. At present I 
believe it is possible to direct the system into Government control; but if this is to 
be done, there must bo no delay in Congress. If the system gets iuto the control of 
those who are more interested in the profits of an investment in stocks than in the 
needs of the people, the Government will not be able to socure it without a much 
larger expenditure and probably a delay of several years. 

This is not a matter which admits of any lobbying. Fair, open, and direct deal¬ 
ing, 1 am assured, will characterize all negotiations on behalf of the owners of this 
system. If it is true, as lias been intimated to me, that a fund of $1,000,000 was at 
one time provided to defeat legislation iu favor of Government ownership of the 
telegraph, the same conditions may have to be met again, and they can best be met 
by giving the utmost possible publicity to every detail of the negotiations. 

1 wish now to make oue further suggestion in the direction of radical departures 
from old methods. If we have something which promises to effect material changes 
in social or business methods, it is well to prepare for them iu advance. Now, these 
cheap letter-telegrams are suro to enormously increase the bulk of the telegraph 
business. While messages will be much longer, they will also be iu vastly greater 
number. And if the system is introduced by a private corporation, its operations 
will profoundly affect the post-office business. This is a matter which deserves 
very critical examination. 

The primary function of a telegraph company is the transmission of communica¬ 
tions over its wires. The practical development of the business, however, has 
involved the immediate delivery of messages by special messengers. Obviously, if 
the company could be relieved of the special-delivery obligation, it would be greatly 
to its advantage, ami the public service could be made much cheaper. 

With the larger development of the telegraph business—larger, it should be 
understood, than anything the world has seen—which will result from the new 
system, the special delivery of such a great volume of correspondence in large cities 
would require an organization rivaling in extent the post-office carrier service and 
practically duplicating it. Letter carriers make regular rounds, but if messages 
required to be sent out singly, as they arrive, it would add very much to the com¬ 
plications and expenses ol the telegraph administration. 

The argument that the telegraph companies do now deliver all messages does not 
affect the point of this discussion. Service can always be rendered if people are 
willing to pay for it. All telegrams handled bj the companies now are urgent, 
although not so regarded by the companies, and delivery by messenger is obligatory. 

By far the greater number of letter-telegrams will be of a nature that will not 
require immediate delivery. It is therefore proposed to have them delivered by the 
post-office. If ordinary letter-telegrams are handed in at New York ami posted ui 
the Chicago post-office 20 minutes later, for delivery in that city, they will reach 
their destinations soon enough. Patrons who wish to do so, can have lock boxes at 
the telegraph office, in which their dispatches will be placed as they arrive. 

This post-office delivery does not conform to the conventional idea of telegraphic 
correspondence. We are accustomed to have telegrams sent to our offices and homes, 
and the idea of receiving them by mail seems at tirst glance a backward step. But 
in truth it is not, for what time is lost in delivery is largely made up in getting the 
messages quickly through to the cities of their destination. The now system will 
lead to the delivery of messages through the post-office almost if not quite as 
promptly as they are now delivered by the Western l Ilium Company. I do not wish 
to exaggerate in this regard. The local post deliveries are often slow and far apart, 
but as the demand for this seijrice increases there will bo material improvements 
all around. 

Nevertheless, a certain proportion of letter-telegrams will require immediate 
delivery, and for this purpose responsible, uniformed men, not boys, should be the 
carriers. For this service a special charge should be made. 

My contention is that the less urgent business should not ho taxed to pay for this 
special service rendered to a comparatively few correspondents. Goofl business 
policy requires special pay for special service and minimum charges for ordinary 
servioe. 
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The routine of business will be, in a general way, as follows: 

In every city there will be a central transmitting and receiving office, and there 
may be a number of branches similarly equipped, but we will consider only the cen¬ 
tral office. Connected therewith by ordinary wires will be small local offices where 
letter-telegrams can be handed in, but from which deliveries will not, until after 
later developments, be made. At each of these local offices a telegraph operator 
will have a Morse key which operates a tape-punching apparatus at tlio central 
office. If the Government owned the system, all this would be arranged in connec¬ 
tion with the postal stations. 

At the central office the punched tapeB are immediately run through the line trans¬ 
mitters, at a speed of 500 to 1,000 words a minute, or faster for short distances. With 
such rapid transmission, there must be an immense amount of business before there 
can be a moment’s delay in sending off a message. For example, a single instrument, 
on one wire, will do ail the business that can be provided by 50 men constantly 
working Morse keys. It will require a very large development from the present 
business before 50 Morse operators will be kept continuously at work sending mes¬ 
sages to any one city. If such a result should be realized, between such important 
cities as New York and Chicago, the immediate running of another wire would be 
advisable. That may happen after a while. When a wire is worked to anything 
like its carrying capacity by this system, it will bo earning so much money that, 
under Government control, there will be either a large profit or a reduction of the 
15-cent rate to 10 or even 5 cents for 50 Avoids. 

Now Ave will follow the message to its destination. At the distant city it is 
recorded in Morse characters on a tape. In the ordinary course it Avill be written 
out on a typewriter, inclosed in an envelope, stamped and addressed, and deposited 
in the post-office. 

The system iuvolves important details in the convenient and systematic manipu¬ 
lation of the tapes, and the method of distribution of messages to distant parts of 
the city, which need not be dealt with here. 

An important feature of the system is that it affords absolute secrecy for all cor¬ 
respondence, whenever this is desired. For Government business, as well as for 
some private correspondence, this is worthy of consideration. The only way to 
insure secrecy is to prevent any employee of the telegraph company from knowing the 
Avords of the communication. The t apes may bo punched by confidential clerks in 
private offices. Whenever such confidential business has to be transacted, suitable 
apparatus for this purpose can bo leased from the telegraph company. There are 
several Avays of punching the tapes, and employees can quickly learn to do the Avork. 
Such tapes' will be rolled in compact coils, in the usual way, and carried to the trans¬ 
mitting office, where, in the presence of the messenger, they are run through the 
machine, automatically coiled up as before, and handed back. Not a Avord of the 
message can be read. 

At the receiving station the tapes are also automatically coiled as they come from 
the machine. When a message of this secret character is recouped, the tape must be 
sent to the address without uncoiling. Any person can soon learn to translate the 
Morse characters on the tape. 

Now, in regard to the policy to be pursued by the Government in securing a postal 
telegraph, it seems tome, in the light of facts herein presented, that the purchase, of 
the properties or securities of the existing telegraph corporations would bo highly 
inexpedient. If the entire plant of the Western Union Company could be repro¬ 
duced for $25,000,000, or less, as is confidently declared by porsons who know about 
such things, the people of the country should not be called upon to pay a hundred 
millions for it merely to protect investments. It is easy to predict ruin to the busi¬ 
ness of that great monopoly whon confronted with a competitor too strong to be 
bought up. And if the purpose of such competition should be the ruin of the exist¬ 
ing companies, it could succeed in its aim. But industrial disturbances and revolu¬ 
tions, predicted by enthusiastic advocates of hoav systems, seldom bring sudden 
disaster to established business. Usually there is time for a natural readjustment 
to meet the changed conditions. The canal boat still competes Avith railway traffic. 
Doubtless the present telegraph companies Avill continue in fairly profitable busi¬ 
ness, parallel Avith the Delany system, although to do so they must adopt a more 
liberal and enlightened policy than in the past. They will lose all the general tele- 

f raph business, but this, which should have been their main source of revenue, thoy 
ave made no effort to develop. Indeed, they have systematically restricted it to 
the publio necessities by excessive charges. They will also lose the press business. 
But there is enough of other business remaining which Avould seem to be undesirable 
for the Government to undertake. 

Doubtloss the simplest courso for the Government to pursue in the introduction 
of this system would be to enter into an agreement with the owners whereby the 
latter shall construct the first line—-between Washington and Noav York, for exam¬ 
ple—with complete equipment, aud operate it for fi months or a year, for their own 
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profit, at 10 and 15 cent rates for 50 and 100 word messages. It) at the end of the 
time, it has been shown that the working is satisfactory, as provided in the specifica¬ 
tions, tho Government is then obligated to take over the line, paying an advance of 
10 per cent on the construction cost. It would be well to have a Government engi¬ 
neer in some way associated with the construction. 

It may be ftvsked, What evidence can be adduced that the Delany system can prac¬ 
tically accomplish the results claimed for itt If the evidence were not beyond 
question there would be a weak point in my whole argument. But there is no such 
weakness. Nothing has been asserted that does not rest upon indisputable facts of 
experience, which are capable of demonstration at any moment. At a meeting of 
the Franklin Institute, at Philadelphia, November 20, 1895, the Delany system in 
its first practicable form was shown and later received the Elliott Cresson medal. 
Tho following quotation is from the journal of that date; ‘‘At this point Mr. Delany 
made several experimental transmissions through an artificial line. * * * Per¬ 
fectly legible records were obtained at a speed of 1,200, 1,800, and finally to 2,400 
words per minute, as timed by Mr. Thomas Shaw, M. E., and others.—The Secretary.” 

The apparatus has been operated at a speed of 8,000 words per minute, but this 
has no commercial significance. 

Finally, gentlemen, if thero is any solid basis for industrial innovations, if there 
is any sound, safe, and sure foundation upon which we can rely in these days, either 
for the encouragement of an industrial enterprise or the investment of our precious 
money in it, that must be in the profound and accurate knowledge of men thor¬ 
oughly grounded in the knowledge and methods of physical science 

It is upon such high authority that I have ventured to thus boldly and confidently 
advocate the Delany system before you, and I think the Government of this pro¬ 
gressive people should be quick to recognize its merits and utilize them for the pub¬ 
lic good. 

Romyn Hitchcock. 
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INTRODUCTION. 


For the purpose of this report special charters, granted by every State and Ter¬ 
ritory in the United States, were examined. The session laws of the various leg¬ 
islatures, as published, contain the charters granted by them; and while not all 
the charters that have been granted wero examined, the number which was exam¬ 
ined is so large that generalizations may safely be based upon them. As a rule, 
the charters granted during the first 10 years or so in any one State were com¬ 
pared with one another. The charters granted during the later decades were 
likewise examined, with a view of noticing in what ways, if any, these differed 
from the earlier ones. Parallel with these, an analysis of general laws was under¬ 
taken, including only the earlier enactments on the subject of railways. The dis¬ 
cussion of contemporary railway legislation was based upon the latest edition of 
the revised statutes of the different States, supplemented by the general laws of 
the States which had been enacted since the publication of the statutes. In this 
manner, it is believed, no essential provision of the railway laws of any State, 
whether included in the revised statutes or not, have been overlooked. The 
material upon which the treatment of constitutional provisions is based is found 
in the appendix to this report. The treatment of foreign railway charters 
and legislation rests almost exclusively upon material submitted by the various 
departments of public works in the different foreign countries. The respective 
officers were requested to submit typical charters and important general laws; 
and there is every reason to believe that the material thus submitted is thoroughly 
representative of the railway legislation of the countries concerned. 

Without attempting to formulate definite conclusions or to express whatever 
opinions may be justified on the basis of the facts presented in this report, a num¬ 
ber of the leading characteristics brought out may be enumerated here. In the 
first place, the essential similarity of charters the world over has been confirmed. 
The lineal descent of present railway charters from the earlier canal and turnpike 
acts in England can likewise not be questioned. While in different countries cer¬ 
tain forms of expression found their way into the charter, in many respects more 
than similarity can be discovered. Identity of contents, even, can in many 
instances be established. A characteristic or railway legislation in the United 
States is the great extent to which special legislation was persisted in after gen¬ 
eral laws had been enacted by the respective State legislatures. In all sections of 
the country the statute books afford numerous instances of the granting of special 
railway charters, completely ignoring the existence of general laws for the incor¬ 
poration of railway companies. In addition, illustrations can be found of the 
organization of railway companies on the basis of special charters granted many 
years before, when at the time of such organization general laws and constitu¬ 
tional provisions prohibiting special franchises were found upon the statute books. 
As a whole, the railway legislation of the United States is incomplete, especially 
with respect to such subjects as the,issuance of stock, making joint arrangements, 
providing for emergencies, and similar topics. ■ A tabular analysis of railway laws 
shows at a glance the absence of essential provisions in the laws of many States. 
Together with this incompleteness there goes a certain lack of uniformity, which 
must be extremely exasperating to railway companies that attempt to act in 
obedience to the law. Our great railway systems lie in territory under the juris¬ 
diction of a number of different States, and when two or more of these States 
legislate in diverse ways on the same subject, it is difficult to see how a railway 
manager can act in accordance with the laws of all the States to which his road 
is subject, and at the same time adhere to that unity in management which good 
business principles demand. The railways are essentially alike all over the 
United States, and no good reasons can be advanced for the extraordinary differ¬ 
ences which exist among the laws of some of the States. 

The lack of elasticity in railway legislation is best illustrated by the many con¬ 
stitutional provisions which have been incorporated by various States. It is a 
well-known fact that amendments can not be readily secured, and, that legislation 
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which is rigidly limited in its scope by constitutional amendments can not embody 
that freedom of action which the nature of the railway business demands-. Our 
railways are an important part of our industrial mechanism, and, in common with 
all other domains of social and economic life, they undergo changes and adjust 
themselves to modifications and variations in this social and economic life. 
Rigidity in railway legislation prevents that prompt readjustment which progress 
demands. The tendency, noticeable in the laws and constitutional provisions of 
a number of States, to permit supension of the long and short haul provisions, for 
example, is an excellent illustration of a most commendable tendency in our rail¬ 
way legislation, because it gives to administrative authorities discretionary 
powers, which will enable them better to adjust the railway service to concrete 
conditions as the same may arise. 

In general, it is true that our laws do not recognize differences in the degrees 
of importance represented by different railways. A subordinate branch of a 
small independent road in a remote section of the undeveloped part of a State is 
subject to the same laws that govern the most important systems, except, perhaps, 
in regard to taxation, for which purpose various schemes of classification have been 
adopted. Again, it may be said that our laws do not provide for adequate admin¬ 
istrative machinery, and that many of them appear to have been enacted on the 
assumption that statutes execute themselves. An examination of the commission 
laws snows clearly the great lack of uniformity in the qualifications of commis¬ 
sioners, their terms of office, and in the powers exercised by them. The question 
naturally arises whether any system of administrative control could not bo 
greatly strengthened by legal provisions, outlining certain qualifications for 
every agent who may be a part of the administrative machine. At present there 
is nothing in our State laws to prevent persons totally unfamiliar with railways 
from occupying positions which call for high ability and thorough knowledge of 
railway affairs. Furthermore, there is very little in our laws which enables the 
commissions or other officers to compel prompt compliance with the laws on part 
of individual railways which do not see fit to obey them. A single obstinate 
manager may prevent other managers from voluntarily doing what justice to 
shippers and railways alike demands, and what every citizen should have a right 
to demand; and, in case the demand goes unheeded, to have the same enforced 
through an efficient and prompt administrative agent. A study of the taws of 
Prussia, Switzerland, and Japan impresses one with the lack of representation of 
social and economic interests in the management of our, railways. The full 
significance of this becomes apparent when the composition of advisory bodies 
in these and other countries is taken into view, and the wholesomeness of the 
influence and power which they exercise over the railway systems of their 
respective countries is realized. They are, in a sense, clearing houses of informa¬ 
tion through which the railways and the people learn to know each other. 




PART I.—EARLY RAILWAY CHARTERS. 


General characteristics.—A railway charter may be defined as a special act of 
a legislative body authorizing a person or persons duly organized to construct 
and operate a railway or railways in a certain territory under certain conditions. 
Such a legislative act is a private law. With the exception of a few of the 
Western States—Arizona (Territory), California, Colorado, Idaho, and Montana— 
which began with general laws, special charters have been granted by every 
State and Territory m the United States. The charters have numerous resem¬ 
blances a-nd differences which will bo noted more in detail later on, but at the 
outset it is well to notice certain features which charters in all parts of the United 
States have in common. In spite of numerous striking differences which exist, 
we may speak of a typical railway charter. 

The leading features which are common to railway charters of the different 
States may be associated with the following points, every charter having one or 
more provisions relating to some or all of these points: Name of company; num¬ 
ber of commissioners; number of board of directors; the amount of capital stock: 
size and number of shares; the amount of the payment per share at the time of 
subscription, and the maximum assessment per share, together with the number 
of days’ notice required: systems of voting; the time limit as to beginning and 
completing construction; junctions, branches, and extensions; route; expropria¬ 
tion and methods of valuation, together with the manner in which disputes are 
settled; the amount of land which may bo held; the number of miles to be con¬ 
structed before traffic may be opened; the powe* to borrow money and the rate 
of interest; the distribution of dividends, liability of stockholders, annual reports, 
passenger and freight rates. In ev^ry State charters may be found which contain 
provisions on only a few of these points, while in most States charters were granted 
containing provisions on all of them, and perhaps others not here indicated. 

Following an old English custom, a few charters in a number of States contain 
a preamble. Where a preamble is found, it usually sets forth the reasons why 
the proposed railway should be constructed, the public service which it can be 
made to perform, and the manner in which the project is to be carried out. Pre¬ 
ambles of this kind can be found in charters of States so far apart as Wisconsin, 
Pennsylvania, and Georgia. Similarly, charters in some North Atlantic States 
declare the public use of the projected railways. Both the preamble and the dec¬ 
laration of public utility serve the same purpose, namely, to bring before the 
legislative body before the franchise is granted the social and economic conditions 
which make the project desirable, if not necessary. 

While there is no general order in which the different provisions of a typical rail¬ 
way charter are incorporated, in the individual charters of the different States, it is 
very common for a charter to enumerate first of all a number of persons, desig¬ 
nated commissioners, under whose direction the proposed railway is to be organ¬ 
ized. These commissioners are authorized to open subscription books in specified 
localities on a certain date, and to continue to receive subscriptions during a cer¬ 
tain period of time. The charter further specifies that after a certain minimum 
sum nas been subscribed, and a certain payment on each subscription, varying 
greatly in its amount, has been made, the subscribers shall hold a meeting and 
elect a board of directors. The size of the board to be elected, like the number of 
commissioners, varies very greatly in the different charters, although 9 and 13 are 
perhaps the most common numbers. In a few States, like Connecticut, Maryland, 
and Kentucky, charters were granted making it obligatory on the part of the 
elective officers to bind themselves to the performance of their respective duties 
by an oath. 

The board of directors having been elected, the company has obtained legal 
status and is prepared to carry out the provisions of the charter in its possession. 
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The power 8 granted to the company, acting through the board of directors, include 
powers common* to corporate bodies, such as purchasing, holding, selling, and 
leasing property; to have perpetual succession: to sue and be sued; to use a com-, 
mon seal, and in general to exercise those powers, rights, and privileges which 
other corporate bodies exercise, in order to carry out the provisions of the charter. 

One power which is invariably given to the board of directors, with or without 
restrictions, relates to rates; and, considering the great importance which has 
always been attached to the question of rates, it may be well to bring together 
typical features of charters of different States on this important question. 

Charter provisions as to rates—A charter granted by Connecticut in 1832 
provides that the company may charge “ such rates per mile as may be agreed 
upon and established from time to time by the directors of said corporation.” 
Tnis, in substance, is the provision on rates which is more frequently found in 
railway charters in the United States than any other. The Connecticut charter 
just referred to names 3 “commissioners,” who shall be sworn to a faithful dis¬ 
charge of the trust imposed upon them by virtue of the act, and who shall not be 
interested in any way whatsoever in the company. 

A Colorado charter of 1865 provides as follows: “ They (the board of directors) 
shall have power to establish such rates for the transportation of persons and 
property in all matters and things respecting the use of said road and the trans¬ 
portation of property as may be necessary: Provided , That the legislative assem¬ 
bly of this Territory, or any legislative body, having legislative authority over the 
county in which said road is located, may, after the expiration of 25 years from 
the passage of this act, and at the expiration of eacli period of 20 years thereafter, 
prescribe rates to be charged and collected by said corporation for transporting 
passengers and freight over said road and the branches thereof.” 

One of the earliest Florida charters grants the company “the right to demand 
and receive such prices and sums for transportation as may be from time to time 
authorized and fixed by the by-laws of said company or companies: Provided , 
That such prices and sums shall not be increased without at least 60 days’previous 
notice thereof being given.” This charter further provided that the“tolls” 
should not yie Id more to tho company than 20 per cent per annum on its stock, 
and any excess o ver 20 per cent should be paid into the internal improvement fund. 

Maximum rates are prescribed in a charter granted by Georgia in 1837, as fol¬ 
lows: “ Provided , That the charge of transportation or conveyance shall not 
exceed 25 cents per 100 pounds on heavy articles, and 10 cents per cubic foot on 
articles of measurement for every hundred miles, and 5 cents a mile for every 
passenger. ” Similar provisions were incorporated in Georgia charters during suc¬ 
ceeding years. 

An Indiana charter of 1832 empowers the company to “ change, lower, or raise 
rates at pleasure: Provided , That the rates established from time to time shall be 
posted in some conspicuous place or places.” 

A provision similar to that found m the Florida charter above auoted is found 
in a Connecticut charter of 1820. “ It shall be lawful for them (board of direc¬ 
tors) to charge for every hundred pounds transported 60 miles or upwards, 2$ 
mills per hundred pounds weight for each mile; for ever hundred pounds weight 
transported over 20 miles and under 60 miles, 3 mills for each mile; for every hun¬ 
dred pounds below 20 miles, 34 mills per mile.” Passengers were to pay 4 cents 
per mile. 

A charter granted by Maryland in 1827 prescribed different rates for different 
directions. From north to south the freight charges were not to exceed 1 cent 
per ton-mile for toll and 3 cents per ton-mile for transportion: south to north the 
charges were not to exceed 3 cents per ton-mile for tolls and 3 cents per ton-mile 
for transportation. The maximum rate for tho transportation of passengers was 
fixed at 3 cents per mile. The same State granted a charter in 1831 which fixed 
the maximum rate for freight at 3 cents per ton-mile for both toll and transpor¬ 
tation, and for passengers not exceeding 3 cents per mile, provided the passenger 
does not carry baggage exceeding 50 pounds in weight and occupying space not 
exceeding 2 cubic feet. 

The early Massachusetts charters, like the charters of other New England 
States, are the most complete of any that can be found in the legislation of other 
States. Ono of the earliest charters, granted in 1829, refers to a general law 
enacted by Massachusetts in 1808, thus subjecting the corporation created by the 
charter to the provisions of a general law. That is perhaps the earliest instance 
of its kind. While this charter fixes a maximum freight rate it does not mention 
passenger rates at all; but another charter granted by the same State during the 
same year provides that the company may impose charges “ not exceeding 3 cents, 
and for every passenger passing and repassing not exceeding 2 cents per mile, 
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which shall be conveyed upon said railroad, exclusive of the expense of transpor¬ 
tation, payable at such time and in such manner as may be described in the 
by-laws.” It will be noticed that this charter, like the Maryland charter already 
referred to, makes at least a theoretical division of the aggregate charge into 
“toll” and “ transportation.” 

The early charters granted by Michigan are essentially like those granted by 
Ohio, Illinois, and Wisconsin. " Many of them are quite complete and contain 
leading features of typical charters. Those which are more carefully drawn con¬ 
tain provisions relating to maximum rates for both freight and passengers. The 
amount which the company may charge varies, however, very materially, not 
only in charters granted during succeeding years, hut also in those enacted dur¬ 
ing the same year. For all of the Western States the statement holds true that 
among earlier charters we find more numerous examples of maximum rates, oven 
though the same charters give the board of directors wide discretionary powers 
over rates. Following the period during which charters of this kind were 
granted, it was more common to omit the maximum-rate feature and to incorpo¬ 
rate the power over rates in the hoard of directors, giving this body the right, to 
charge such rates as it may from time to time think expedient. It may he noticed 
that an early Ohio charter (1838) makes a distinction in charges upon ordinary 
and “ pleasure carriages.” 

There is no essential difference among the early charter., of Pennsylvania and 
Maryland, except perhaps that in Pennsylvania a distinction was sometimes made 
between “ through ” and “ way ” passengers. Nor is the difference between the 
charters in these States and those granted by North and South Carolina a striking 
one, except that the systems of voting rather common in the Carolinas do not 
appear in the Atlantic States farther north. In 1837 North Carolina granted a 
charter which provided for maximum rates as follows: “ On persons, not exceed¬ 
ing 6 cents per mile for each, unless the distances to which any person he trans¬ 
ported be less than 10 miles, in which case the president and board of directors 
may be entitled to make an extra charge of 50 cents for taking up and putting 
down each person so transported; for transportation of goods, * * * not 
exceeding ail average of 10 cents per ton mile; and for the transportation of mails, 
such sums as they may agree upon.” In a similar manner later charters in both 
North and South Carolina prescribe maximum rates. These rates frequently bear 
a direct relation to distance and space occupied. 

These quotations suffice to indicate the manner in which early charters in dif¬ 
ferent parts of the United States attempted to control rates. Tile variety existing 
among provisions of this kind is no greater than among provisions on other sub¬ 
jects, and in nearly all instances the maximum rates prescribed appear to have 
been much above what railway companies would in ordinary circumstances he 
inclined to charge. 

As a matter of interest, rather than of importance, it may be noted that in a 
few States several charters prescribe rates by reference to another charter previ¬ 
ously granted by the same legislature. Thus a Michigan charter of 1848 refers to 
rates charged by the Michigan Central Railway; a Georgia charter of 1838 speci¬ 
fies that the company may charge as much as the Georgia Railroad and Banking 
Company; in 1831 Mississippi adopted a charter granted by Louisiana; and a 
Tennessee charter of 1851 grants the same provisions which have previously been 
granted to the Nashville and Chattanooga road. 

Publicity of rates.—Publicity of rates is not generally provided for, although 

E revisions on this subject are found in some of the charters granted by Indiana, 
louisiana, Maine, New Hampshire, Vermont, New Jersey, South Carolina, 
Georgia, Missouri, and in occasional charters granted in the Northwestern States, 
all of which are fairly well illustrated by the clause of an Indiana charter quoted 
above. A Louisiana charter of 18111, after providing that such rates may be 
charged as shall have been previously fixed by the resolution of the board of direct¬ 
ors, stipulates that “ rates shall he published in some newspaper, * * * and it 
shall be unlawful to increase such rates, after the same shall have been established, 
during the period for which they have been established.” The same charter fur¬ 
ther provides that every new hoard of directors shall publish a schedule of rates 
within 10 days after its election. Another charter granted 2 years later speci¬ 
fies the number of newspapers in which the schedule of rates snail be published, 
and that such rates “shall not be changed during the year in which they are 
established.” Publicity of a different kind, and quite unique in railway legisla¬ 
tion, is provided for by joint resolution of the South Carolina legislature of 1836; 
“That no charter for the incorporation of railroad companies, or in extension 
thereof, shall be granted by the legislature unless 8 moptns’ public notice of the 
application for same be previously given by advertising in one of the papers of 
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the city of Charleston, and also in the paper of one of the counties in which said 
road may be situated, or, if there be no newspaper in such county, then by pub¬ 
lication of such notice a 5 the court-house or some conspicuous place in the 
county.” The South Carolina resolution evidently aimed to accomplish the same 
thing as the declaration of utility in some of the other States, namely, to give 
interested parties an opportunity to be heard and to demonstrate to the public 
the necessity of incorporating the projected company. 

Another, but a much more restricted, kind of publicity is that provided for in 
some charters granted in all parts of the country, by giving stockholders the right 
to inspect the books of the company at any time. This, however, is not publicity 
as we now understand it, for it simply gives the persons directly interested in the 
financial success of the enterprise access to the books, while the real and essential 
publicity suggested to-day is of a very different kind. It is therefore more a 
matter of curiosity than of vital importance that notice is taken of a New Hamp¬ 
shire charter of 1836, which provides that the books of the company shall be open 
for inspection by a committee of the legislature. Analogous provisions are occa¬ 
sionally met with in charters of Rhode Island and the Northwestern States, but to 
what extent legislative committees ever exercised this privilege does not appear. 

Discriminations.—Relatively few early charters contain any reference to the 
matter of discrimination, which figures so largely in later railway legislation. 
Among the States which granted charters containing clauses on discrimination 
are North Carolina, Rhode Island, Vermont, and Wisconsin. A North Carolina 
charter of 1837 says: “ They shall give no undue preference to the property of one 
person over that of another, but as far as practicable shall carry each in the order 
of time in which it shall be delivered or offered for transportation with the tolls 
paid or tendered.” An early Wisconsin charter contains a much more elaborate 
provision on discriminations. 

Administrative agents.—So far as internal evidence is concerned, early charters 
were granted upon the assumption that the companies organized under them 
would voluntarily fulfill the obligations imposed by the franchise. The assump¬ 
tion which underlies early as well as later railway charters is that they execute 
themselves. It is consequently doubly interesting to observe that the small State 
of Rhode Island apparently took the initiative in establishing commissions, for in 
1830 the legislature of that State passed “An act to establish railroad commission¬ 
ers.” After providing for the appointment of three commissioners by the general 
assembly, the act specifies that “it shall be the duty of said board of commission¬ 
ers, upon complaint or otherwise, whenever a majority of them shall deem it 
expedient, personally to examine into any or all of the transactions or proceed¬ 
ings of any railroad corporation that now is, or hereafter may be. authorized and 
established in this State, in order to secure to all the citizens and inhabitants of 
the same the full and equal privileges of the transportation of passengers and 
property at all times that may be granted, either directly or indirectly, by any 
sucn corporation to the citizens of any other State or States, and ratably in pro¬ 
portion to the distance any such persons or property may be transported on any 
railroad as aforesaid; and to inquire into any contract, understanding, or agree¬ 
ment by which any railroad company shall attempt to transfer or give to any 
steamboat company any favor or preference over any other such company or boat, 
either as to freight or passage, contrary to the true intent and meaning of this 
act and the several acts hereafter passed in relation to railroads.” 

The commissioners in the Connecticut charter quoted before may here be 
recalled, together with the boards of internal improvement of Tennessee and 
Florida, which had some, although much more restricted, administrative powers 
over certain railways. Analogous functions were performed under a Vermont 
charter of 1843, by which “ the supreme court at any stated session thereof, * * * 
upon application of ten freeholders in any town or towns through which said 
road may pass, may alter or establish the rates of toll upon said road for any 
term not exceeding ten years at any one time.” It is evident that the Rhode 
Island commission is the only one of these bodies that could exercise, under the 
law, fairly comprehensive administrative functions. The Vermont court is here 
alluded to simply because it is another illustration of the introduction into the 
management of railway affairs of persons other than those directly interested in 
the corporation. 

Powers reserved to the legislature.— Considered numerically, a majority of 
the charters granted in the different States do not reserve to the legislature either 
specified or general powers. It is very common, however, for charters to contain 
provisions reserving to the legislature the right to regulate, with more or less 
latitude, the charges of transportation. In the New England States this power 
could generally be exercised under charter rights as long as the net income of the 
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railway in question exceeded a certain percent, usually 10. Thus a Massachusetts 
charter of 1829 reserves to the legislature the right to revise the schedule of rates 
every 4 years if the net income exceeds 10 per cent. A contemporary New 
Hampshire charter gives the board of directors full power over rates, and permits 
the legislature to reduce them after 10 per cent net on the investment has been 
realized. A clause typical of provisions of this kind is found in an early Mary¬ 
land charter: “That nothing in this act shall be construed so as to prevent the 
legislature of this State from legislating upon the subject of the tolls reserved in 
this act at any time after the expiration of 20 years after the passage of the act: 
Provided, That at no time shall the toll be so regulated or reduced as to yield less 
than (1 per cent per annum.'’ Other Maryland as well as Pennsylvania charters 
embody analogous provisions. Ten per cent net income is by far the most com¬ 
mon limit placed upon the discretionary powers of legislatures over railway rates 
in all the States in which such chartered provisions are found. In a few instances 
the rate of net profits permitted under the law is very much larger. For instance, 
in Indiana charters were granted permitting the legislature to regulate rates 
whenever the profits exceeded 15 per cent, and any excess above 15 per cent was 
to be paid into the common-school fund. 

Another right reserved to the State in a considerable number of charters is the 
power to purchase the railway after a certain number of years. This power was 
frequently reserved in the charters of the Now England States, the significance 
of which was perhaps illustrated in the agitation accompanying the recent leas¬ 
ing of the Boston and Albany Railway. Early Massachusetts charters reserved 
to the State the power to purchase after a period of 20 years. In Vermont this 
period of discretionary power of the State varied from 20 to 50 years. New Hamp¬ 
shire followed Massachusetts, fixing it at, 20. An Illinois charter of 1850 gives the 
State the right to purchase, after 25 years, by refunding to the company the cost 
of the entire plant, with interest at the rate of 6 per cent per annum. In New 
Jersey similar right was reserved after 30 years. An early Michigan charter con¬ 
tains a provision which is typical of isolated charters in all of the Northwestern 
States: “The State shall have the right, at anytime after the expiration of 15 
years from the completion of said road, to purchase and hold the same for the use 
of the State at a price not exceeding the original cost of said road, exclusive of 
repairs thereof, and 14 per cent thereon, of which cost an accurate account shall 
be kept and submitted annually, on the first Monday in January, to the legislature, 
dulv attested by the oath of the officers of said company, and at such other times 
as the legislature shall require the same," In Missouri a charter granted in 1887 
reserved to the general assembly the right to purchase the railway after 4 years 
by giving notice in writing. This charter also provided for the appointment of 
valuers, whose function it was to fix the price of the transfer. 

Limitations on the life of charters—The preceding paragraph illustrates one 
class of limitations placed upon some charters in all parts of the United States. 
While a majority of the charters are silent upon this point, now and then charters 
were granted which were limited in their existence to a certain period of years, vary¬ 
ing all the way from 10 and 20 to 99 or more years. One of the powers granted in 
the charters which do not contain provisions directly limiting their life was that 
which gave to the board of directors “perpetual succession,” which means, of 
course, a franchise unlimited in the period of its existence. In the Northwestern 
States a few charters were granted limiting the life of the corporation to 50 and 00 
years. Florida granted a few which were to lapse after a period of 20 years; 
Louisiana, after 40 and 50, and, in one instance, 25. In one <?harter, a provision 
is found that after a certain number of years the same shall expire, and the assets 
of the corporation shall be distributed among the stockholders. The session laws 
of the different States contain numerous acts extending the charter period in those 
cases where the original act contained timelimits; and it is obvious that in .all 
those instances in which the charter reserved to the legislature the right to pur¬ 
chase, no time limit whatever was necessary. 

Limitations on the power of taxation.—After the country at large had begun 
to realize the necessity and importance of railway transportation, various means 
were resorted to to encourage the construction of rail ways. American manu¬ 
facturers were unable to provide the necessary material. This had to be imported 
from abroad, hence it was but natural that legislators should have resorted to the 
expediency of exempting from import duties materials to be used in the construc¬ 
tion of railways. But the railways, after they had been constructed, represented 
valuablo property, and to that extent increased the taxable resources of the terri¬ 
tory in which they lay. To provide against the imposition of taxes, which might 
become burdensome or even discourage the construction of railways, legislatures 
of States in all parts of the Union incorporated, in some charters, a provision 
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limiting the power of the respective States to tax railway property; and, ih a con¬ 
siderable number of instances, exemptingsuch property altogether from taxation, 
usually for a limited period of years. “ That the capital stock of said corpora¬ 
tion shall be and remain free from taxation until the profits collected by said 
railroad corporation shall be sufficient to afford a dividend of B per cent per annum 
on the capital stock.’' This isfroma Connecticut charter of 1833, and represents 
analogous provisions iound in New England charters of that period. In Massa¬ 
chusetts some charters exempted railway property from taxation for one or more 
years, after which the legislature had the right to levy a tax not exceeding a cer¬ 
tain sum, frequently 25 cents per annum, on each share of the stock. In the 
Northwestern States isolated charters limit the power of taxation to a certain per 
cent on the capital stock; others to a certain per cent on the net income. Then, 
again, other charters make railway property liable to taxation like all other 
property; and late laws in a few of the Western States specifically state that no 
railway property shall be exempted from taxation. 

State participation.— Tonlimitedextenttheindividual States participated in the 
construction of railways, either by becoming stockholders and lending the credit 
of the State or by giving direct financial aid. The well-known illustrations of 
the railways owned by the States of Georgia and South Carolina and the city of 
Cincinnati, stand quite alone in the contemporary railway history of the United 
States. The history of internal improvements had been such as to discourage the 
active participation of our commonwealths in the construction of railways. 
Works of internal improvement, greatly exceeding both the capacity to construct 
and to utilize them, had been projected by many States. The inevitable failure 
of these gigantic projects brought these States into disrepute as active economic 
agents; hence we find in constitutions and charters granted after this period of 
disaster in State works of internal improvement direct prohibitions of State par¬ 
ticipation. As a matter of historical interest, however, it may be well to notice 
a few typical instances of direct or indirect participation of the State in building 
up our railway system. It should be noted that the term “ state ” is here used in 
the specific rather than the generic sense, for even after constitutional prohibi¬ 
tions and statutory restrictions had become common, the smaller political units— 
county, town. village, and city—freely participated in railway enterprises. Large 
numbers of illustrations can bo found in nearly every State. A.n act of the legis¬ 
lature of Maryland, in 1827, authorized subscription on the part of the State to 
the stock of the Baltimore and Ohio Railway. A contemporary Michigan charter 
empowers the State to take stock in the company chartered; likewise in case of 
New Jersey; also in Arkansas and other States in the Mississippi Valley. An 
early Indiana charter limits the State in its subscriptions to 500 shares, and in 
Louisiana the governor is authorized to subscribe a certain amount in behalf of 
the State after a certain number of shares have actually been paid for by indi¬ 
viduals. In turn, the governor may appoint one director to represent the inter¬ 
ests of the State. It is important to notice that in this representation of the State 
in the management of railways to protect the financial interests of the Common¬ 
wealth may be found the beginning of attempts at administrative control of our 
railways. In like manner the board of internal improvements, and later the 
commissioner of railroads appointed by the governor, were intrusted with the 
interests of the State in the control of railways to which Tennessee had given 
aid. Isolated charters in Wisconsin, Michigan, and other Northwestern States, 
as well as in various other States, authorized the company to borrow money and 
to pledge the credit of the State in its payment. In a few States, like Wisconsin 
and Texas, attempts were made to utilize the school fund in the construction of 
railways, on the plea that such an investment of these funds would be carrying 
out the provision of the law directing that school moneys shall be invested in 
the most profitable manner. In the estimation of the promoters of such plans, 
nothing could lie more profitable than the railways which they had projected. 

Miscellaneous provisions. —Under this head mention will be made of provisions 
found in isolated charters in States in all parts of the country, being essentially 
alike in substance, although varying in the form of expression or exact scope of 
their contents. During the early part of the nineteenth century it was common to 
organize corporations for a variety of purposes. Experience soon demonstrated 
that corporations which divided their interests and thoir energy among two or 
more enterprises became involved sooner or later in difficulties, if not in absolute 
failure. As a resnlt of this experience it was not long before. State legislatures 
enacted general laws or inserted provisions in special charters to the effect that 
corporations shall be organized only for one specified purpose. A few charters, 
for instance, were granted, which authorized the construction of a railway, as well 
as participation in other kinds of business. An excellent illustration of this is 
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found in the title of the Georgia Railroad and Banking Company, which has lasted 
into our own times. There appears to have existed a very close affiliation between 
railroading and banking, the same corporation frequently engaging in both kinds 
of business. A reaction against this is clearly shown in statutes and charter pro¬ 
visions prohibiting railway companies from engaging in the banking business. 
Such prohibitions are found in the charters of Alabama, Illinois, Kansas, Michi¬ 
gan, Nebraska, Pennsylvania, South Carolina, Florida, Georgia, Wisconsin, and 
other States. 

The route of the railways chartered by the various acts is described with vary¬ 
ing degrees of completeness and accuracy. In perhaps the great majority of 
charters the termini and a few leading intermediate points are named; in others, 
only the termini; and in still others, nothing more definite than the expression 
that the railway in question shall be constructed between some eligible point on 
a certain river to another eligible point on a certain lake or in a certain township. 
Instances are recorded in which projectors solicited aid in the construction of a 
railway along one route and then chose another, and repeated their solicitations 
for aid along the second, and perhaps secured support from both. 

The amount of land which the railway company might legally hold was quite 
generally restricted to that which was necessary for construction and operation— 
a strip of 100 feet in width, and, in addition, whatever may be necessary in order 
to secure material and for the construction of depots, warehouses, and other 
necessary buildings. In many of the States the right of way was donated to the 
company; and, of course, in numerous instances, State and Federal grants were 
given in aid of railways. But to provide for tin; purchase of the necessary land, 
charters usually contain provisions relating to eminent domain or expropriation. 
Most charters name some officer or tribunal before whom cases relating to con¬ 
demned property may bo heard and the manner in which decisions ana awards 
may bo made. 

The capital stock of the company was usually named in the charter, although, 
with very few exceptions, the amount of the capital stock apparently bears no 
relation to tho magnitude of the railway in question. In only a few instances 
does the charter fix a definite ratio between the number of miles of road and the 
amount of the capital stock. While now and then a charter does not provide for 
the payment of anything whatsoever at the time subscriptions are made, or calls 
for only a dollar or two, in a large number of charters a payment of $5 is called 
for at the time subscribers enter their names on the books of the company. 
Usually the manner in which the balance shall be paid is indicated, and the num¬ 
ber of days' notice which must be given is stated. The voting power of stock¬ 
holders is quite generally limited to one vote per share, although in the North and 
South Atlantic States the graded system of voting, by which the number of votes 
of the individual stockholder decreases as his holdings increase, is common. 

It is a familiar fact that our early railways were built for short distances and 
without reference to one another, and that our present magnificent systems are 
but consolidations of large numbers of smaller roads. We are not surprised, 
therefore, to find the subject of consolidations rarely touched upon in early char¬ 
ters. To be sure the term is used; and now and then a clause, either directly 
authorizing or prohibiting consolidations, was put into a charter. The right to 
cross other railways, as well as to form junctions, is frequently granted; and in 
reality such a right can easily be construed as the right to consolidate. Similarly, 
the power to operate and lease other railways was frequently given, although in 
the Southern States the term “farming” is sometimes used. 

Later charters quite generally expressly prohibit the leasing or joint opera¬ 
tion of parallel or competing lines; and in numerous early charters companies 
are protected against the construction of parallel lines either within a certain 
number of years or a certain distance from their own roads. 

A great majority of charters provide for an annual report in one form or 
another. This report is most frequently made by the board of directors to the 
stockholders; in fewer instances to the legislature; and, in still others, to both 
the stockholders and the legislature. The number of items specified in this report 
varies all the wav from less than 10 to more than 100. 

Forerunners of laws relating to safety appliances and the protection Of persons 
and property can also be detected in early charters. Provisions may be found 
relating to the order in which cars shall be put into a train, the manner in which 
crossings shall be protected, bells upon locomotives, fences along tracks. (It is a 
matter of curiosity that in some of our earliest charters, provision is made for 
the construction of gates across the railway tracks, which the train operators are 
to open and close whenever they cross the public highways.) 
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The transportation of troops and munitions of war is occasionally provided for-, 
and in various Southern States railway officers are expressly exempted from the 
performance of military duty. In a few charters the power of the company to 
own slaves is treated. A sinking fund is also mentioned in a very few of them. 
An archaic feature of our charters is found in the provisions relating to the use 
of the same railway track by different shippers, and the rules governing the con¬ 
struction of rolling stock. For example, in Massachusetts a corporation was 
authorized to specify in its by-laws the form and construction of the wheels, and 
the weight of the loads which should pass over its road. This clause had directly 
in view the use of vehicles other than those owned by the corporation. In 
several charters granted in the Northwestern States the form of the vehicles, as 
well as the price to be charged for the transportation of goods and owners’ 
vehicles, is specified in the charters. In New Jersey.it is provided “that no 
fanner belonging to this State shall he required to pay any toll for the trans¬ 
portation of the produce of his farm to market over the said road or roads, in his 
own carriage, weighing not more than one ton, when the weight of such produce 
shall not exceed 1,000 pounds, but the same farmer mav be charged toll as for 
empty carriage.” It will be noticed that the term “ toll” is here used to desig¬ 
nate remuneration for the act of transportation, while the term “expense," or 
"cost of transportation,” as was noted in an earlier paragraph, relates more 
particularly to remuneration for the use of the track and represents a contribu¬ 
tion to the fixed charges of the road. 
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contract year, when the numbor of messages sent is less than the number paid for, 
the entire schedule (which advances from 3,600 by steps of 400), will he taken into 
consideration. 

(d) Harlem rate. 

“Harlem," comprising Manhattan Island between 110th and 140th streets; a 
“ Harlem" message being a message to any other station connected with an exchange 
of the company in “Harlem," and a Manhattan or Bronx message being counted as 
two “ Harlem ” messages. 


Harlem messages, each. $0.05 

Minimum monthly charge. 3.25 


Two-station line; individual signaling; contract term, six months. 

For the exclusive use of the lino an additional charge of $1.25 per mouth. 

THK BRONX. 


(e) Flat rates—Business or residence. 


(A local message being a message to any other station connected with an exchange of the company 
in the borough of The Bronx 1 


Ter year. 


Direct line. $90.00 

Two-station line. 75.00 


(/) Message rates—Business or residence. 

[A local message being a message to anv other stution connected with an exchange of the company 
in the borough ot The Bronx ] 


Annual rat 

• to be paid 

Additional 

sages to be 
sent iii 1 

year. Direct line. 

Tv\o-part\ 

line. 

local 

messages, 

each. 

— - - — - 


— 

500 

Sth 

«:w 

fVw/s 

7 

t>0() 

r>i 

45 

7 

700 

00 

51 

fi 

800 

05 

56 

0 

000 1 

70 

01 

0 

1,000 

75 


5 


( g) Melrose two-borough rate—Business or residence. 

[A local message being a message from a station connected with the Melrose exchange to a station 
connected with any exchange of the company in the borough of Manhattan or the borough of The 


Bronx.] 

600 local messages, per year. $90.00 

Additional local messages, each. 10 


( h ) Message rates— Residence only. 

[A local message being a message to any other station connected with an exchange of the company 
in the borough of The Bronx.] 


Three or more station line: 

400 local messages, per year. $30.00 

Additional local messages, each .07 


(i) Flat rates—Residence only. 

[A local message being a message to any othci Btation connected with the same exchange.] 

Per year. 


Direct line. $48.00 

Two-station line. 36.00 

Three or more station line. 24.00 


(j) Commission pay stations (Manhattan and The Bronx). 

Subscribers operating public pay stations will charge the established tolls and pay 
the company 80 per cent of all tolls received, the subscriber to retain, however, not 
more than 5 cents on any one message. 
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STATEMENT OF EDWARD J. HALL, 

Vice-President and General Manager of the American Telephone and Telegraph Company. 

The telephone first received goneral public notice at the Centennial Exposition 
held in Philadelphia in 1876, and immediately following this, attempts were made to 
develop its commercial use. 

At the outset its possibilities wero appreciated dimly, if at all, and with the crude 
instruments and electrical appliances then available its range of communication 
was extremely limited. 

At first agents were appointed by the Bell Company to rent telephones and bells 
for the equipment of short private lines; that is, lines connecting a man's office with 
his factory, or his house with his stable. Each customer built his own line, usually 
employing the agent who rented the telephones for that purpose, and tho agent's 
income was derived from the profit on this construction and a commission on the 
rental charged for equipment. 

Very shortly it became evident that it would be an advantage to tho owners of 
these lines if they could be interconnected at some ceutral point,constituting what is 
now known as a telephone exchange. When this hail been arranged for, applications 
began to come in from customers who desired to bo connected with the exchange, 
but did not care to build thoir own lines lor that purpose, preferring to have them 
lurmsbed by the agent at an annual rental. Such use as was made, by individuals 
of public highways was, of course, unlawful, and no substantial business could have 
been built up on this basis, making it necessary that quasi-public corporations 
should be formed for this purpose. 

Tho construction of these exchanges on any considerable scale throughout the 
country also called lor an investment of capital, which ueilher the Bell Company 
noi its agents could furnish, and steps were therefore taken to organize local com¬ 
panies everywhere, each company having exclusive exchange rights within the area 
allotted to it, and the Bell Company reserving to itself, or to other licensees, the 
right to connect exchanges with each other b\ trunk lines. 

As would naturally bo expected, some of the companies thus organized were pro¬ 
gressive and energetic and others were not, so that in some places the public was 
well served (so far as the crude methods then in use made that possible) while in 
others it was badly solved, and the business inadequately developed. 

So long as the service was pmely local this had no geneially bad effect, but when 
intercommunication between exchange areas was attempted many difficulties nat¬ 
urally resulted. To meet the demand for this intercommunication the Bell Company 
(not itself undertaking to construct and operate lines) issued licenses for lines con¬ 
necting these small local companies, sometimes to parties not holding exchango 
licenses but usually to such licensees, and natural 1> to the most progressive of them. 

The difficulty of maintaining satisfactory interconnecting line service under such 
conditions led to the purchase of many of the local interests by companies organized 
on a larger scale it> opeiate over wider areas. This process brought about many 
improvements both in the better construction and operation of the inteiconnecting 
Hues and also in the local exchanges, which of necessity had to be reconstructed and 
unproved in order to make communication over longer distances practicable. At 
that time tho state of tho art made it impossible, under the most favorable conditions, 
to talk satisfactorily between points any considerable distance apart, but fairly 
good service was given between the largor exchanges and their suburban tributary 
points 

Up to 1885 the apparatus in use was adapted w holly to grounded circuits, and the 
use of iron and steel wire was universal. Lines were constructed on poles or roofs 
of buildings. The use of hard-drawn copper wiie. which has made transmission 
over great distances possible, was unknown, but the possibility of its use had been 
suggested as a means of establishing real long-distance service. 

For the purpose of testing this idea an experimental circuit of hard-drawn copper 
wire was tried, and the result was so promising that early in 1885 the American Tele¬ 
phone and Telegraph Company (which has since been popularly known as the “Long 
Distance Company”) was organized and the construction of a commercial line 
between New York and Philadelphia at once commenced. 

It was 2 years after this before the experimental line was ready for public serv¬ 
ice, and that period was filled with trials and discouragements before a successful 
result was finally achieved. 

It was determined to try tin* experiment on a large scale, and heavy polos, 45 feet 
in length (an unusual size at that time), wore erected. Upon these poles 24 hard- 
drawn copper wires were strung, the method of handling and connecting this wire 
in use to-day being substantially worked out at that time. It was believed that by 
using these wires in metallic-circuit pairs inductive disturbances would be elimi¬ 
nated, but when tho line was finished it was found that conversation on any oue of 
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the circuits oould be readily overheard on any of the others, and that the line would 
be a commercial failure unless this could be overcome. 

Skillful inventors were asked to work on this problem, and after much study aud 
many experiments a successful solution of the problem was finally reached. 

Another serious difficulty was eucouutered in transferring the current from the 
metallic-circuit trunk lines to the grounded-circuit wires which were then used by 
the local exchanges. A method and apparatus for this purpose wore worked out, as 
it was the purpose of the company from the outset not to undertake the method 
which largely prevails in other countries—of requiring users of the Hues to come to 
special toll offices at the terminal points. It was not thought that the American 
business man would take kindl,\ to this waste of time; aud it is believed that this 
policy, then established, has had much to do with the great development of trunk 
lines in this couutry as compared with any other in the world. 

About this period, and following on for the next few years, a number of causes 
were at work leading finally to the introduction of the metallic-circuit service in 
the local exchanges, which, to accomplish this, were obliged to go through another 
era of plant reconstruction. 

Wires had multiplied to such an extent that a general demand aiose to have them 
put under ground where they were heavily massed iu the business centers around the 
large exchanges, and the rapid development of high-tension currents for electric- 
lighting aud street railway purposes tended to seriously impair and, in some cases, 
make almost inoperative the service given in the local exchanges over single wires 
using the ground for a return. 

Inventors were again called upon to devise cables suitable for use under ground, 
and cables have been so far perfected that to day, lor short distances, they are as 
satisfactory as the old overhead wires, and are generally used where wires would 
otherwise be massed on poles in the principal streets of our cities I ufortunately, 
cables are very detrimental to the efficiency of transmission over long-distance lines, 
and every etlort is made to eliminate them in the long-distance service, except in the 
short section from the terminal exchange to the customer’s station. 

At this point 1 might call your attention to the fact that constant and rapid changes 
in the extent and character of service furnished and the continuous reconstruction 
of the plant demanded by the changes in conditions to which 1 have referred, and 
by the perishable nature of the materials and apparatus employed, have made the 
question of rates tor service one of great complexity for the managers oi telephone 
companies. 

At the outset rates were made bv men who necessarily bad had no experience in 
the business, and in many cases they made prices below the actual cost of service, 
and even when they fixed prices which adequately provided for existing conditions 
the increase in si e and cost of exchanges soon tended to make a fixed flat rate 
unproti table. 

The result of this was that miny of the companies were, losing money and advances 
iu rates became absolutely necessary. It was natural that these advances should 
meet with resistance from their customers and become in many States a uiatter of 
legislative consideration and investigation. 

As a result of this study of the subject and the knowledge acquirod by longer 
experience, both parties have come to a better understanding. What helped more 
than anything else to bring this about was the recognition by telephone managers 
of the fact that the true unit of charge is the message, and the recognition by the 
customer that it was reasonable and just that he should pay in proportion to service 
rendered. This makes it the interest of the exchange manager to furnish the best 
possible service in order to promote traffic, and satisfies the small users—who always 
constitute the great majority—that they are not called upon to pay an uunecessarily 
high price for their sen ice in order that great corporations and business houses may 
have service at cost or below. So-called fiat rates are reasonably emiitable in 
smaller places, where the conditions ns to facilities and traffic are fairly uniform, 
but they have no place in the service of a large city where these conditions do not 
prevail. 

Trunk line rates have shown less variation because they were originally started 
on tlie correct principle of charging by the message. Originally the rates estab¬ 
lished were usually about 1 cent per mile for the time actually consumed in conver¬ 
sation, with an allowance of 5 minutes for each message. It having been found that 
many messages actually consumed less time than this, a substantial reduction iu the 
rate was made by reducing the initial message period to 3 minutes and making a 
proportionate reduction in rates, so that the prevailing rate to-day in this country 
is substantially three-tifths of a cent per mile for a conversation of 3 minutes, with 
a proportionate increase for use in excess of that time. 

Stated in another way: The trunk line customer pays one-fifth of a cent per mile 
for each minute of conversation, but is required to guarantee a use of at least 3 
minutes. 

The development of all classes of telephone service in this countrv so greatly 
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exceeds that of foreign countries that it is a fair assumption that service and charges 
are comparatively more acceptable to the people here. Speaking generally, the 
charges for service are higher here than in Europe, but there are so many differences 
in conditions, both as to character and amount of service furnished, and as to the 
cost of construction and operation, that it is almost impossible to make a fair compari¬ 
son. The greatest single factor is the low cost of labor in Europe compared with its 
cost here. I understand that this has been fully presented to you by other wit¬ 
nesses, and I will not go into details which would be largely a repetition of testi¬ 
mony already received. 

I want to say a word more on this subject, and that is that in relation to charges for 
long-distance service many of the figures reported from other countries are mislead¬ 
ing; as, for instance, m Germany, between points where the message charge would 
be, say 25 cents, it is necessary, if one desires prompt service, lo make what is called 
an “ urgent call,” for which the charge is three times the regular rate. In Sweden, 
for prompt service, or for service at fixed hours, double rates are charged, while in 
Holland the regular schedule is doubled between noon and 4 p. in. 

In general the number of trunk lines provided in Europe is very limited, and a 
customer has no idea when he will be served unless he offers in advance to pay two 
or three times the tariff rate. 

'flie service is also subjected to many embarrassing restrictions; as, for instance, 
ili England a customer at a public station is absolutely limited to a 3-minute con¬ 
vocation, no matter how much he may desire to coutinuo it, aud this rule also pre¬ 
vails in other countries. The small si/e of many of these countries as compared with 
our own, and their greater density of population, are also very important factors in 
the consideration of any traffic problem. 

\\ hat may be called the present era of telephonic development in this country 
really comment ed with the opening of tho long-distauco line between New York and 
J’hiladelphia on the 1st of January, 1 87. In 1886 aud 1887 lines were commenced 
from New York to Boston and New York to Buffalo, and since that time there has 
been a constant extension and development both of lines and of the apparatus lieces- 
san tor their operation, until at the present time the American Telephone and 
Telegraph Company and 38 associated companies, forming what is known as the Bell 
system, now furnish local exchange service to about 900,000 stations and trunk-line 
sen ice over nearly 700,000 miles of wire.. 

'The capital stock of the American Telephone and Telegraph Company has been 
increased from time to time as its part in this development has required, both for 
the construction of long-distance lines and the purchase of telephones, telephonic 
apparatus, real estate, and stocks representing investment in telephone property. 

The billowing tabic shows the capital outstanding from time to time, the amount 
outstanding July 1 being held by over 8,000 stockholders, or, to be exact, by 8,120: 

Mar. 3, 1885. $100,000 Jan. 1, 1894. $7,250,000 

Jan. 1, 1886. 100.000 1895 7,500,000 

1887 . 100,000 1890. 12,000,000 

1888 . 100,000 1807 20,000,000 

1880 . 2,500,000 1898 20,000,000 

1890 . 4,000,000 1899 20,000,000 

1801. 4,750, 000 1900 . 70,975,500 

1892 . 5,000,000 1901. 89,100,500 

1893 . 5,000,000 July 1, 1901. 94,237,500 

The increase between 1899 aud 1900 was partially due to the purchase of the prop¬ 
erty of the American Bell Telephone Company. 

The authorized capital has been increased to $150,000,000, and stock to the 
amount of $20,709,000 has been offered for subscription at par. In addition, col¬ 
lateral trust 4 per cent bonds have been sold to the amount of $15,000,000, of which 
$5,000,000 have been sold during this year, and are, therefore, not included in the 
last annual report, which I present with and make a part of this statement. 

This report gives full details as to the assets and liabilities of this company, its 
eceipts aud expenses, together with full information as to the plant, and operating 
statistics of this and its associated companies. 

Respectfully submitted. 

Edwd. J. Hall, 

Vive-President and General Manager. 

New Yokk, July 15,1901. 

State of New York, County of New York , ss: 

On the 15th day of July, 1901, personally appeared Edward J. Hall, to me known, 
and known to me to be the vice-president and general manager of the American 
Telephone and Telograph Company, and made oath that the foregoing statement by 
him subscribed Is true to the best of his knowledge and belief, before me. 

[seal.] Harry H. Brigham, 

Notary Publio , New York County. 
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EXHIBIT A. 


ANNUAL REPORT OF THE AMERICAN TELEPHONE AND TELEORAPH COMPANY 
FOR THE YEAR ENDING DECEMBER 31, 1900. 

Office ok American Telephone ani> Tkleukaph Company, 

New York, March 26,1901. 

To the stockholders: 

It is my painful duty to record the great loss which this company has sustained 
by the death of Mr. John E. Hudson, October 1-, 1900. He bad held the office of 
president of this company since 1887. Immediately upon the organization of the 
American Bell Telephone Company in 1880 Mr. Hudson became its official attorney. 
Afterwards he was successively its general manager, vice-president, and general 
manager, and aftor 18X9 its president. In all these relations he displayed excep¬ 
tional ability aud sound judgment. He gained the respect and confidence of all who 
were associated with him, as well as of the public, and contributed in large measure 
to the successful development of the corporation of which lie was so loug president. 

The output of telephones from 1891 to the first of the current year and f lie vari¬ 
ous statistics of the companies operating under our licenses are exhibited in a con¬ 
solidated form in the tables which follow: 


Instruments in the hands of licensees, under rental. 
(Th«' figures m lower hue slmw increase lrom year to year.] 


Dec. 20,1891. 

1892. 

1892 

. 512,407 

S 552, 720 ! 

. } 40, 213 

] 566,491 

Doc. 20,1897. 

1898. 

1891 

. \ 13, 771 

j 582,506 

1899. 

1895. 

( 16,015 

\ 671,976 

. \ 92, 170 

1900. 

1896. 

j 772,627 
. \ 97, 651 



S 919,121 
I 149,494 
\ 1,124,846 
/ 205,725 
\ 1,580,101 
t 455,255 
1 1,952,412 
I 372,311 


Extra-territorial and toll lines. 


Jan 1, Jan l,,Jan.l, Jan. 1, Jan 1, Jan. 1, Jan. 1. Jan l.i Jan. 1, Jan. 1, In- 
1892. 189.5 ; 1894. 189.">. 1890 1897 1898. 1899. 1900. 1901 [crease. 

-- ' i ; i i ’ ‘ i ~ 

Miles of pole lines. 41,298 42.894 46,727 49,1524 52.879 00,45:5 «7,7<U 7f>,718 89,292 101,0871 11,795 
Miles of wire.115,088 133,002 154,10(1180,557 215, 087)268, 800 .124,883 385,911 501,832 007,599 105,707 

I l . 


Toll connections. 


The average daily number of toll connections is. 148,528 

Or a total per year of about. 47,800,000 

The toll revenue reported by all companies for the year 1900 was. 1 $8,972,030.90 


Exchanges. 


Exchanges. 

Branch offices. . 
Miles of wire on 

piles. 

Miles of wireou 
buildings .... 
Miles or wire 
underground.. 
Miles of wire 
submarine — 
Total miles of 

wire. 

Total circuits 
Total employees. 
Total stations... 


Jan. 1. Jan 1, Jan 1, Jan. 1, Jan. 1, Jan. 1, Jan 1, .Jan. 1, 
1892. 1893. 1894 1895 189«. 1897. . 1898. 18149. 


788 

509| 

180,139 

14,954 

70,334 

1,029 


812 838 


*i 


867. 

572 


927 

686 . 


9071 1, 
832 


I 


14, 
90, 
1, 

!266,456|307, 
180,402,201. 

8.3761 9, 
|216,0171232, 


i 


539 571 

259 214,676 232,008 260, 324,286,032)327, 
980 16,492] 14, 

21 c| 120,675.148, 

3301 1,037 1, 


l, 525 12.801 12,594 

i 

1,285184,515234,801 
1,850 2,028! 2,818 


791 353,48O|390, 
322.205,891-212, 
970 10,4211 11, 
140 237,186 243, 


674 459,728:530,845i 
0741237,837.264,645i 
091 11,930 14,425 


400)772,989,1, 
i295,904 338,2931 
16,082 19,668 
432)281,695325,244)384,2301465,180] 


025] 1,126 
937 1,008 

I 

315 390,503, 
770 15,329 
634 358,184 


13, 

[282, 

2,075) 2,973 




Jan. 1, 
1900. 

1,239 

1,187; 

509,03eJ 

15,087 

489,250 

3,401 

016,777 l, 
422,6201 
25,741 
032, 946 


Jan. I, | In- 
1901. 


1,348 

1,427 


627,897 
16,833 
705,269 
4,203 


109 

240 

118,801 
1,740 
j216,0l9 
799 


,354,2021337,425 
508,2021 85,642 
32.837 7,096 
800,880,167, 934 


»Not including herein earnings of the American Telephono and Telegraph Company, which will be 
found in the comparative statement of revenue and expenses appended hereto. 



















E. J. HALL:—THE TELEPHONE BUSINESS. 


821 


KXCIIANGK CONNECTIONS. 

The estimated number of exchange connections daily in the United States, made 
up from actual count in most of the exchanges, is 5,668,986, or a total per year of 
about 1,825,000,000. 

The number of daily calls per station varies in different exchanges from 1 to 15.9, 
the average throughout the United States being 7.1. 

The average cost to the subscriber varies, according to the size of the exchange 
and character of tho service, from less than 1 to 9 cents per connection. 

The tables of mileage include the long-distance toll system owned and operated 
by this company. This system consisted on the 1st of January, 1901, of 12,427.63 
miles of pole line and cable, and 167,410.39 miles of wire, connecting 359 offices, a 
gain during the year of 420.80 miles of pole lino and cable, 17,030 miles of wire, and 
36 offices. 

The following comparative statement shows the number of exebaugo stations of 
the companies with which tho long-distance lines directly connect, and which fur¬ 
nish the terminals of that system: 


.January 1,1900. 
January 1, 1901. 


Number | 
of sta¬ 

j tallic circuit. 

tions. 1 

Stations. 

Per cont. 

557,979 

311,129 1 

55.76 

097,074 

j 438,222 1 

02.81 

i:i9,095 

127,093 1 

7.05 


The investment in lino construction, equipment, and supplies for this system up 
to December 31, 1900, amounted to $16,152,020.72. The gross revenue l'roin the toll 
traffic upon these lines shows ;m increase of 13.45 por cent over the amount earned 
in 1899. 

At tho close of the year 1899 the property and business of the American Bell Tele¬ 
phone Company, except its holdings in the stock of this company, were taken over 
by this company. 

The revenue statement appended to this report exhibits, therefore, as there stated, 
the result ot operations of the combined properties for the entire year I960, as com¬ 
pared with the total of revenues and expenses of both companies in 1899. 

Tho exebaugo of shares under the circular of the American Bell Telephone Com¬ 
pany dated April 18, 1900, by the terms of which 2 shares of the stock of tho Amer¬ 
ican Telephone and Telegraph Company wore given for each share of the American 
Bell Telephone Company, has been substantially coinploted. 

By a ciieular dated April 18, 1900, this company ottered for subscription by its 
shareholders 1 new share for each 5 shares held by them after the exchange before 
referred to. 

Of the total bumbor of shares so offered (103,515), 103,018 were subscribed for and 
52,175 shares were issued on August 1, 1900, and 50,8*13 shares on January 15, 1901; 
those remaining (527 shares) were sold by auction and issued in February, 1901. 

Collateral trust 4 per cent bonds to the amouut of $10,000,000 were sold during the 
year. 

The past year has been one of marked progress in the development of the business, 
the increase in number of exchange subscribers having exceeded that recorded in 
any previous year. 

During the last three years tho number of exchange stations has increased from 
384,000 to more than 800,000. This remarkable growth has been due in great meas¬ 
ure to the adaptation of improved methods of construction and operation to the 
needs of subscribers. 

The general adoption of the measured-service system and metallic-circuit party 
lines, with corresponding lower rates, has attracted many thousands of subscribers, 
both business and residence, wbo were previously deterred by the higher cost of 
other classes ot service. 

All this has been brought about, moreover, without impairment of tho quality of 
service. As a whole, the standard of construction and efficiency of service has been 
steadily advanced throughout the country. 

In the larger exchanges the old type of multiple switchboards is fast being 
replaced by relay boards equipped with olectrie-lanip signals and central battery 
plant, installed in buildings specially designed for the purpose and owned by the 
companies. 

Material progress has boon made also in underground construction, so that at the 
close of the year 705,000 miles, or more than half the entire mileage of exchange con¬ 
ductors, were operated under the surface of streets. 
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Most of the gain of exchange stations oonsista of those connected by metallic cir¬ 
cuits. At the end of 1900 there were 538,000 of that class, making an increase of 
154,000 during the year. 

It is doubtless true that in certain localities rates too low to cover current ex¬ 
penses and necessary allowance for renewal have been offered to meet similar rates 
offered by competitors. We believe, however, such conditions can not be lasting, 
and the growth throughout the country as a whole has been of a healthy and sub¬ 
stantial character. 

The expenditure to provide for extensions of the business throughout the country 
has been larger than tnat of any previous year. The new construction completed in 
1900 by this company and the companies operating under our licenses amounted to 
$28,862,970.85. Of this sum, $21,914,542.94 was expended upon exchange construc¬ 
tion and equipment, and $6,948,427.91 upon toll lines. In addition to the above, 
$2,349,103.28 was invested in real estate, to be utilized for exchanges and company 
offices. The entire expenditure for construction, including real estate, to the close 
of the last year has been $168,474,517.83. 

Estimates already made indicate that the extensions of operating plant during the 
current year will require further expenditure on a large scale. 

The year just passed rounds out the quarter century, within which is compassed 
the discovery and application of the art of transmitting speech by telephone. A 
brief review of the development and growth of this new industry, which has become 
so important a factor in commercial and social life, seems appropriate at this time. 

Twenty-five years ago the wonderful invention of Professor Boll was made known 
to the world. Twenty-three \ ears ago the first telephone exchange in the world was 
established in the United States, and from that beginning has been built up the 
great system of exchanges, and the network of connecting lines over which conver¬ 
sation can be held between points over a thousand miles apart. 

Twenty years ago there were 47,880 telephone subscribers in the United States, 
and 29,714 miles of wire in use for telephonic purposes. At the end of last year 
there were 800,880 exchange stations equipped with our instruments, and 1,961,801 
miles of wire were employed for exchange and toll line service. 

The United States has from the beginning held the leading place among nations 
in respect not only of the extensive development of the business, hut in the employ 
meut of modern and improved appliances, tending to greater efficiency of service. 

In connection with the record of development of telephone servico in this country, 
some comparison of the systems of foreign countries is of interest. 

The latest reports that can be obtaiued. part of which are for the year 1899, others 
to the close of 1900, show the countries next in order to the United States, as respects 
the development of telephone service, to be the German Empire, having 229,391 sta¬ 
tions; Great Brit.iin, 171.660; Sweden, 73,500; France, 59,927; Switzerland, 38,864; 
Austria, 32,255; Russia, 31,376; Norway, 29,446. 

As before stated, there were, at the close of last year, more than 800,000 stations 
connected with the exchanges of our licensee companies, which exceeds the aggre¬ 
gate number of subscribers in all the countries of continental Europe. 

In addition to this, there were over 40,000 private-line stations equipped with our 
telephones. 

The number of exchange and toll line connections in the United States now reaches 
almost two thousand millions yearly. 

The suits of The American Bell Telephone Company v. National Telephone Manu¬ 
facturing Company et. a]., and of The American Bell Telephone Company v. Century 
Telephone Company etal., brought under the Berliner patent in the circuit eon it 
of the United States for the district of Massachusetts, were argued before Judge 
Brown in November, 1899. On February 27, 1901, Judge Brown filed a decision for 
the defendants in each case. An appeal will be taken to the circuit court of appeals. 

For the directors. 

Alexander Cochrane, 

President pro tern. 

ledger balances, December St, 1900. 

DEBTORS. 


Construction, equipment, and supplies. $16, 152,020.72 

Telephones..... 4,311,928.75 

Real estate. 1,567,018.85 

Stocks and bonds. 71,719,324.01 

Patent account. 24,101.00 

Machinery and tools. 31,477.94 

Cash and deposits. 1,078,071.70 

Bills and accounts receivable. 5,240,640.27 

American Bell Telephone Company. 22,110,400.00 


122,234,983.24 
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('RKIUTORS. 


$89,100,500.00 
1, 813,199.74 
10,006.000.00 
2,416,363.34 
2,928,709.91 
15,970,210.25 


12-3,234,983.21 
Wm. R. Brivkr, Treasurer. 

March 26, 1901. 

Comparative statement of earninys and expenses. 

KAltNlNHS. 


Capital atook. 

Surplus. 

Bonds. 

Reserves. 

Bills and accounts payable 1 
Coutingent. 




IKK). 1900. 


DiviiU-niU. 

Rental of intrnmenta 

Telephone traffic. 

Heal eat aid). 

Interest. 


$3, 044,90S. 89 
1,714,526 54 
2,608,359.01 
42,285.11 
217,301.53 


$3,846,821.67 
2,427,037.52 
3,027,171.85 
31,824 67 
201,643.50 


7,687,381.08 j 9,534,499.21 


EXPENSES. 


Expenses of administration. 

Legal expenses . 

Interest ami taxes. 

Telephone traffic . 


Net revenue 

Net revenue, 1900. 
Dividends paid. . 


Carried to resen es 
Carried to surplus. 


$591,826.34 $740,259.48 

103,748.46 1 85,134.07 

1,234,275.83 1,376,199.94 

1,487,021 88 1,840,847 86 

3,416,872.51 j 4,048,411.35 


4,270,508.57 1 5,486,057 86 


5,486,057.86 
4,078,601.25 


1,407,456.01 


937,258.22 
470,198.39 


1,407,456. 61 


N. B.—The foregoing statement for 1809 is for the purpose of comparison and is 
made up of the transactions of the American Bell Telephone Company and the 
American Telephone and Telegraph Company in the same form as those which appear 
above for 1900. 

Wm. K. Drivkk, Treasurer. 

March 26, 1901. 


Baltimore, Md., July 23,1901. 

SUPPLEMENTARY STATEMENT OF DANIEL H. HAYNE,* 

General Solicitor Merchants and Miners Transportation Company. 

To the honorable the members of the Industrial Commission, Washington, I). C. 

Sirs : With a view of simplifying the proposed acts which I inclosed to yon in 
my letter of March 3,1 would recommend that an additional act be adopted by Con¬ 
gress to specifically cover the crime of “buying, receiving, or selling any money, 

g oods, bank notes, or other things which may be the subject of larceny, and which 
nve been feloniously taken or stolen,” and thus eliminating this feature from the 
two acts as heretofore proposed. 


1 Of this amount $1,282,277.25 is for the dividends payable January 15, 1901, to stockholders of reoord 
December 411, 1900. 

2 See this volume, p. 423. 
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With a view of making this suggestion as simple as possible, I would recommend 
that the two previous amendments to R. S. 4596 and R. 8. 5356 which occur iu my 
former testimony be eliminated, and the following put in their place, for such action 
as your commission and the Government authorities may desire to adopt: 

AN ACT To anioinl section forty-Uvo hundred aud ninety-six of tho Revised Statutes of the United 
States, relating to offenses and puuislnnents. * 

Be it enacted by the Senate and House of Representatives of the United States of America 
in Congress assembled, That subsection eight of section forty-live hundred and ninety- 
six of tho Re\ isod Statutes of the United States be, and tho same is, amended to read 
as follows: 

“Section 4596, subsection 8. For willfully damaging tho vessel, or embezzling or 
willfully damaging any of the stores or cargo, or taking or carrying away, with 
intent to steal or purloin, the personal goods of another, by forfeiture out of his 
wages, of a sum equal iu amount to the loss thereby sustained, and also, at the dis¬ 
cretion of the court, by imprisonment for not more than twelvo months.” 

AN ACT To nmoiid neeiiou fifty-throe huudred aud fifty-six of tho Revised Statutes of the United 

States, relating to crimes arising within tho maritime and territorial jurisdiction of the United 

States. 

Beit enacted by the Senate and House of Representatives of the United States of America 
in Congress assembled, That section tilty-three hundred aud fifty-six of the Revised 
Statutes of the Uuited States be, aud the same is, amended to read as follows: 

“Section 5356. Every person who, upon tho high seas, or in auv place uuder the 
exclusive jurisdiction of the Uuited States, or upon waters within the maritime 
jurisdiction of the United States, takes and carries away, with intent to steal or 
purloin, the personal goods o'f another, shall lie punished by a line of not more than 
one thousand dollars, or by imprisonment not moro than one year, or by both such 
fine and imprisonm ent.” 

AX ACT To amuudsuction titty-three hundred and fitty-seven of the Revised Statutes of the United 

States, relating to erimoa arising withiu tne maritime and territorial iiuiadiction of tho United 

States. 

Beit enacted by the Senate and House of Repn sentatives of the United States of America 
in Congress assembled , That section liltv-thiee hundred and fifty seven of the Revised 
Statutes of the United States be, and the same is, amended to read as follows: 

“Sechon 5357. Every person who, upon the high sous, or in any jilaco under 
the exclusive jurisdiction of tho United States, or upon waters within the maritime 
jurisdiction of the United States, buys, receives, or conceals any mone>, goods, bank 
notes, or other things which may be the subject of larceny, and which lias been felo¬ 
niously take* or stolen from any other person, knowing t he same to have been taken 

stolen, shall be punished by a fine of not more than one thousand dollars and by 
imprisonment at hard labor not more than three years.” 

Respectfully submitted. 

Dan’l H. Hayne, 
(leneral Solicitor. 


Huston, Mass., February J0 f IDOL 

TESTIMONY OF HON. CHARLES FRANCIS ADAMS. 

Former Chairman Massachusetts Railroad Commission. 

The special subcommission met in the rooms of the Home Market Club at 10.07 a. in., 
Mr. Clarke presiding. At 11.40 a. in. Hou. Charles Francis Adams, of Boston, was 
introduced as a witness, aud, being duly sworn, testified as follows: 

Q. (By Mr. Clarke.) You may give your name and post-office address to the 
stenographer.—A. Charles F. Adams; 23 Fort street, Boston. 

Q. Have you been chairman of the Massachusetts board of railroad commissi off¬ 
ers!—A. When the board was formed, in 1869, I was one of the original appointees, 
and I became chairman, I think, in 1872, and remained chairman until 1879. I then 
retired from the board and have had no connection with it since that time. In 1897 
Governor Wolcott appointed me as chairman of a commission to investigate the sub¬ 
ject of the relations between street-railway companies aud municipalities. The 
other members of the commission were Mr. W. W. Crapo, of New Bedford, and Mr. 
E. B. Hayes, of Lynn. We made an examination of the whole subject of Btreet rail¬ 
ways as they then existed and their relations with municipalities; and onr report 
was submitted iu February, 1898, to the Lgi d.iture of Massachusetts, which report 
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is now on file; and, in accordance with recommendations then made, a general act 
was passed modifying largely the relations of street-railway companies, as they are 
called, to municipalities and this law now regulates that subject in Massachusetts. 

Q. Will you please proceed in your own way to give your ideas ol the most recent 
application of electricity to street-railroad purposes and suggest such changes in 
laws or the granting of franchises as may occur to you for the protection of the 
public?—A. The subject is rather a large one, and I do not immediately see how it 
bears very elosch upon your inquiry. The essential feature in the situation is, so 
far as I am concerned, that the report to which I have referred, made by the commis¬ 
sion in 185)8and the legislation passed in accordance therewith is no longer applica¬ 
ble to existing conditions. Hero in M assaebusetts—I do not know how it is in other 
States; I dare say their laws arc more elastic—but hero in Massachusetts to-day all 
our legislation, so far as street-railway companies are concerned, is based upon a 
condition of affairs that has ceased to exist, and the legislation needs overhauling. 
Our report has already become ancient history and, I hold, has little if any hearing 
on conditions existing to-day. A< eordingly, so far as it goes, it is deceptive. I 
think wo have set up a false guide, and a guide which, as considering myself largely 
responsible for that report, 1 have alreadv indicated to our authorities is rapidly 
carrying our Commonwealth and municipalities into a position of a good deal of 
difficulty, from which hereafter they will be forced to extricate themselves at much 
expense and by a \ ery violent effort. That is to say, the legislation in Massachusetts 
is based upon the fundamental piinciple that a street railway is nothing hut an im¬ 
proved lino of omnibuses, or a street-railway company is nothing but a company to 
operate an improved line of omnibuses over a special pavement which they are 
authorized to lay, in combination with other pavement, in the streets of our towns 
and cities. Accordingly our whole principle has been to turn that business over to 
what might be called local management, and each municipality is supposed to regu¬ 
late its pavement and to regulate the line of omnibuses just as they did in the old 
da\s. Our legislation—our whole organization of these companies, is based on this 
principle. It is very much as if, for instance, the great railroad companies in the 
State, of which we now ha\o but tlnoe, in the Commonwealth—the New York, New 
Haven and Hartfoid, the Boston and Maine, and New York Central—were leitto 
the regulation ot on cry town or city through which they pass, and had to look for 
their franchises to the governments of those municipalities. It is only a question of 
degree, and the street-railway eoiporation, as wo call it, has burst through town 
limits. Sometimes we have street-railway corporations which go through at least a 
dozen dillcient municipalities and opeiato roads which are getting up now to 50 
miles; and moreover they have long since tamed to use horses, the motive power 
with which they originally began. They have introduced a new motor—electricity— 
and the fact is, therefore, to-day we have in this State not the old street railway 
and the steam railroad, but wo have the steam lailroad and the electric railroad. 
The motive power is the only difference between the two, except, that the electric 
railroad is allowed to do what the steam railroad is not; that is, it iH allowed to lay 
its tracks in the public thoroughfare and to operate its cars with new motor. 
conditions have chauged in regard to speed, and they are rapidly changing witn 
regard to the methods of doing business. So far our legislators and town authorities 
have not wakened up. The community does not realize the fact that these new con¬ 
ditions are now m their infancy; that the introduction of electricity has entirely 
changed the character of the street-railway company and is i©ally introducing a 
subordinate system of railroads; and they have got to bo treated as railroads, because 
the time is not remote, as is ol>\ ious when these street railways ha\ e got to bo oper¬ 
ated at a rate of speed which hitherto has been incompatible with the joint use of 
the street with other conveyances That is, they have got to be operated, in order 
to carry ou the business which they have, at a rato of 20 or 40 miles an hour, and no 
longer at the rate of 10 miles an hour, which was exeessis e speed when the ears were 
drawn by horses. 

It is also obvious that, in order to perform their functions, they have got to run 
very large cars close together; not in consecutive trains perhaps, but as they do now 
in our subway. Not only that, but they have got to carry freight and perform a 
wholly new set of functions. They have to do this in order to fulfill their mission 
ami accomplish the purpose lor which the> weie organized. In other words, we are* 
going to have in the not very remote future a subsidiary t ailroad system. The steam-, 
railway system will operate over great distances, and handle business of largo volume, 
requiring most elaborate terminal arrangements, a movement which can only be 
conducted by steam and by trains of great size doing the more remote or through 
business—that is, a business extending anywhere from 50 miles to 10,000 miles, and 
which we may call a through or wholesale business. p 

We are now seeing established a subsidiary railroad system operated by electricity 
and accommodating up to 50 miles. Our present legislation does not pro ide for it, 
but we are going through, an experience which will ultimately lead to general legis¬ 
lation. It requires no great observing power to see the form it is going to take— 
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the form of elevated roads or subways iu tho largo cities, such as Boston or Now 
York. This whole evolution is now about 10 years old. 

As a dynamic force it lias not amounted to much until within the last 10 years. 
The growth has recently boon very great, and bo was the growth of the railroad 
svstem in its early days. Compared witn what it is going to be in the year 11150, 
tne electric or subsidiary railroad system is now jimt about where the railroad 
system was iu 1845, 10 years after it got a firm hold in this country. Its appliances 
and its methods are all tentative and elementary. They are going to be developed 
to an extent beyond anything which we can now realize. We haxe no data upon 
which to work. We can only say that if is going to grow until, in proportion to 
the first. 10 years of its existence, it will bo something as surprising as the railroad 
development so surprising in itself. It will he, as 1 have said, in the form of sub¬ 
ways or elevated roads. Tho traffic will then have to he separated at groat expense. 
It will be subject to very severe municipal regulations, as it is iu these cities now, 
where the oars go from the subway or the elevated road out into the country districts. 
In the country districts, instead of running on stieets as it does now, it will get 
off the highways at the earliest possible moment on to a private right of way. It 
will do so for its own convenience and economy, and in order that it may not be 
subject to the restrictions as regards speed in operation, to which it is necessarily 
subjected in tho narrow streets. The community will inevitably insist, and the 
corporations will desire, that the railway lines shall be upon streets especially 
designed for that purpose—broad thoroughfares, avenues of 125 to 150 feet, with 
provision made for both forms of transportation, and where, without interfeiing 
with tho regular vehicle transportation, the electrics can run at greatrat.es of speed, 
carry freight, etc., and perform their functions with a reasonable degree of conven¬ 
ience. 

They are now trying to break through these obstructions in a blind sort of way. 
The tendency now is to go to the legislature and getsome form of special legislation. 
There is a conflict existing between the street railway, as it has got to be, and the 
steam railroad. The steam railioad views tlieelectric railroad with great suspicion 
as likely to interfere with its traffic. Our w hole legislation is tending to-day, and 
is likely to involve the community at no remote period, in a position from which 
they will have to extricate themselves exactly in the waj in which the railroad has 
extricated itself from the position in which it originally started. Now in every one 
of our great cities they are endeavoring at enormous cost to separate the traffics, 
and so put themselves in ;i position to pei form their functions without great friction 
and extreme cost. 

We have been studying tho tiling all over the country. Here in Boston we have 
been grappling with the question of separating grade crossings. We originally 
permitted them w ithout any idea they were going to be a source of serious incon¬ 
venience; but they became intolerable, and we are separating them, at enormous 
cost to the municipality and railroads. 

Take such a line as the Boston and Providence. Every person who remembers 
that road in its early dajs knows it ran through a region which has now become 
crowded, and the question is to elevate the track, which has been done at a prodig¬ 
ious cost to both the community ami the railroad. To render it possible to conduct 
the two forms of travel without interfering with each other, the street railway 
will have to do the same thing in an aggravated degree The present situation 
will become intolerable, and the traffic will have to be separated. 

In Syracuse, Rochester, and other cities the separation of the highway from the 
railroad traffic has involved engineering feats of great difficulty and enormous cost. 
Perhaps the most striking caso in the country is the work done recently by the 
Pennsylvania Railroad Company in Jersey City; and I take it that the most difficult 
problem in the country in that lespect is that now presented in Chicago, where they 
have got to separate the traffic, no matter what it costs and no matter what 
engineering feats it may require. 

1 am not now' prepared to formulate any system. It is a difficult problem. 1 
merely say that the report of our commission, though only years old, owing to 
the immense development of electricity that has taken place and the change of 
conditions, so far as it is any guide at all, is a false guide; ami it is ranidly getting 
our communities into a snarl from which they will extricate themselves at some 
future, time with great difficulty and at very large expense. This was not our fault. 
We made as good a report as was possible under the circumstances as they then 
existed. The difficulty is that those who have the shaping of our legislation have 
not awakened to the fact that a new power has come into existence which requires 
radically different treatment. They must go back in legislation and build from a 
new foundation. The day for treating an electric railroad like a line of omnibuses 
running on tracks laid down iu the streets is gone, and gone forever; and the sooner 
they wake up to that, fact and frame their legislation to meet the new conditions the 
better it will be for all concerned in the not remote future. 
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That is all I have to say. I can only add that if the legislature should ask me 
today what chaugcs I had to propose in existing legislation, I should answer, “ I am 
not prepared to say.*’ It would require probably a year’s study of the situation, just 
as before Our commission, 3 years ago, was organized in June, reported in Jan¬ 
uary, and the bill was passed in May. Therefoteits work occupied just 1 year. If 
that same problem were to be placed in the bauds of another commission to-day, 
to draft, suitable legislation to meet existing conditions, it would require a study by 
specialists and men who had given much attention to the subject for about l? 
months to make report, and it would then require another 0 months to shape the 
necessary legislation. 

It is not easy to frame legislation in a way to commend itself to the interests and 
judgment of existing coiporations. They are very jealous. They do not take hold 
of new ideas very readily. They look with great suspicion on innovations. They 
always ask how they are going to affect them.* It is accordingly very difficult, as 
we all know, to lraine legislation which will be effective, and at the same time 
practical. 

Q. (15y Mr. Clahkk.) Are tho oloctrie lailroad companies of Massachusetts organ¬ 
ized under special charters?—A. No; under a general law, but they have to obtain 
their franchises from each municipality; and each municipality (o-day is imposing 
new conditions, and very properly. They are asked to give the use of their streets, 
and in many eases the exclusive use of streets. Therefore they exorcise their inge¬ 
nuity iu devising new and difficult conditions which are becoming more and more 
restrictive so far as operation is concerned, and which the corporations are more and 
more anxious to avoid. 

Of course the original desire of the corporation was to got the right of way given 
it for nothing. The railroad corporations, their competitors, bad to purchase then 
rights of way at great cost. The franchise cost nothing at first. The company 
simply laid down a track, but the tracks so interfered with traffic that, that half of the 
highway could only he used lor the street railway It then became necessary as the 
community increased in population, etc., to widen that highway. Then they found, 
as here iu Boston, that they had given the half of tin street to the railroad company, 
and were expected to widen the street, to accommodate the increased traffic at their 
own expense. Of course that condition could not long continue. The community felt 
that the railroad company should bear a portion of the expense or even the whole of 
it, and therefore there came to be more and moie conditions imposed as to speed, as 
to rate of fare to be charged, as to carrying school children at half price, as to the 
expense inclined in widening thoroughfares, astoonethingandanother, until we are 
rapidly coming to the point where it will lie felt that it is necessary to separate tho 
traffic, just as in the case of the steam railroad. That is looming up before us. 

In the West they are far ahead of usin this respect, because in the West these lines 
now run for miles and miles on private right of way through the country. They 
are accommodating themselves to the facts more rapidly than we, and saving them¬ 
selves the great future expense which we are inclining. 

Q. When you speak of the separation of the traffic, do you mean at the crossings 
of the railroad and the highway?—A. No; that will never cause any great difficulty. 
It will take care of itself, because it will be to the interest of the lailroad to stop 
at crossings to take on and let oft passengers. The traffic is of such a nature that, 
having no stations, or only a very few at terminal poiuts, the question of local 
crossings will regulate itself without trouble. 

Q. Do you know of the company formed to build an electric road for high speed 
between Boston and Worcester?—A. Yes; I know something of it, but not of the 
details. 

Q. Do you know of the conditions imposed by the city of Newton for the franchise 
of that company?—A. No; 1 do not. Theie is hardly a town in the Commonwealth 
that is not struggling now over this question. My attention was first drawn to it 
by the town of Lincoln, on the Fitchburg Railroad. That is a country residence 
town ; so much so that there is only one shop in it, a little country store, and no 
other place of business. It has only some 1,20(1 inhabitants. Two electric roads 
wanted to go through. Their representatives said very frankly that they wanted to 
passthrough Lincoln to get to Concord; they wanted to run through Lincoln at a 
speed of 30 miles an hour; wo were to give them a right of way for nothing on one 
of our thoroughfares to be used for an electric railroad, although the Fitchburg 
road, which ran through the town, had bought its right of way at an enormous 
expense and incurred all the expenses incident to a steam railroad. That immedi¬ 
ately brought up the question of conditions. They were of every character, from 
the amount to be paid for the right of way, and the conditions the company was to 
enter into to protect and widen it, and accommodate it to the business, to the num¬ 
ber of times they would stop, to the rates of faro they would charge—every con¬ 
ceivable condition. I presume it is the same thing in Newton. 

All that is part and parcel of the old theory under which the street railroad is 
supposed to be a horse-car line and merely a matter of local interest, whereas this 
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very railroad you are speaking of (the one to Worcester), 1 take it, runs through a 
dozen townB, It has to face tho regulations and the selectmen of a half dozen towns 
and satisfy all. I hold it is impossible. 

(^. What is the distance?—A. It is 44 miles. They have got to stop frequently, 
and when they get to a crowded neighborhood they have to run 10 miles an hour, 
or whatever it is, so that when you take out.the stops and the places where, for 
safety, they must run at a low rato of speed, there is no escape from a great speed 
elsewhere. 

($*Ab a practical railroad man, do you think that a single car, however heavy, 
can be run at tho rate of 20 or 30 miles an hour with safety.—A. 1 do not know any¬ 
thing to prevent it. They are getting these cars up to a weight wholly different 
from the old car. The oid car certainly could not so run. It would be oil’ the 
track at every turn. But they are getting to a solidity of track not in any way differ 
entfrom the railtoad. The permanent way is of the most solid character. I do not 
remember how many tQiis their cars weigh. I am not informed in that portion of 
the details of the electric business, but my impression is they are getting their cars 
up to a weight of 20 and 30 tons. Are they uot? 

Q. I am not aware of the weight of the car, but at whatever weight it will be 
lighter than a steam railroad train with a heavy locomotive and heavy cars which are 
held together by the Miller compression buffer with 80,000 pounds pressure between 
each car, will it not?—A. They are undoubtedly lighter, but with a weighted car of 
15 or 20 tons and with a good permanent way you can run pretty fast. 1 must 
add that so far as the running of an electric road in its present lorm is concerned 
I do uot profess to be an expert There are already roads that run trains of cars. 
To Nantasket Beach there is a regular railroad operated by electricity. The distinc¬ 
tion between the steam railroad to-day and the street or electric, railroad is shadowy. 
It is merely a change of motive power; otherwise they are the same. 

Q.- You have been president of tho Union Pacific Railway Company?—A. Yes; 10 
years ago. 

•sQ. You have traveled very extensively and are familiar with railroads in Europe 
and you have been tho author of books on railroads?—A. They are all antiquated. 
Very few scientific books are worth anything after 5 years, science moves rapidly in 
these days. Except, the repoit of the commission of 3 years ago, I havewntten 
nothing for 10 years whatever. 

Q. Have you seen tho street, railroads in Glasgow which are operated by the 
municipality?—A. I have. 

What is your opinion of that system compared with our American system?— 
A. That Glasgow' system of which you hear so much is nothing but a very imperfect 
American system—acknowledged to be such. The manager of it does uot profess 
anything else. 1 bail a great deal of talk with him. It is all rubbish what you hoar 
of thejBystems in Europe. So far as they arc good, the.v are built by American com¬ 
panies and on American lines, subject to such lesfcrictions as tho European commu¬ 
nities have seen fit to impose. There is not a system in Europe that I have seen or 
have any knowledge of which would, for instance, bear any comparison with the 
system we have here in Boston to-day,. 

Q. What is the fare on that system in Glasgow?—A. I do not know what the 
minimum is; I think it is a penny—2 cents. It is according to distance, as I recol¬ 
lect it. You state where you are going and they punch your ticket, and you pay a 
penny or a penny and a half, 2 pence, and so on. The system is not. adapted to our 
needs here. 

One of the most curious facts connected with our railroad system here iu Boston 
is what is known in summer as pleasure travel The people living in town get into 
these electric cars and for 5 cents are taken out and given an exchange ticket on 
another line, and for 10 cents they ran ride 15 or 20 miles and pass the entire evening. 
That is wholly unknow'n abroad, so far as I kuow. 

Q. It is rather new here.—A. Here it is a system which has grown up under our 
American methods. We went into it very elaborately in the report I have referred to. 
The European principalities are very restrictive; they have been so afraid of being 
cheated—they are so afraid some one is going to get the advantage of them that 
.they cheat themselves, and will not give an opportunity for that development which 
is essential to any enterprise. All the companies want is to get their money back, 
and they get it back by giving the poorest of accommodation and managing theii 
traffic, so far as lam familiar with it, in the most niggardly way. They give a better 
management than the original systems of tramways to which the people there are 
accustomed, but as compared with what you see in American cities, 1 assure you 
there has been more rubbish and misstatement and misinformation talked on that 
subject than on any other subject my attention was ever drawn to. Aud when 1 
went abroad and looked into it with the idea that 1 could learn something 1 speed¬ 
ily came to the conclusion that there was absolutely nothing for us^to learn in 
Europe; so far as they had anything up to date it was purely American, American 
appliances put in by American companies. And 1 have no question if thp theorists 
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who talk on this subject had made the investigation which I have made, and had 
done it with the intention of arriving at the facts and not supporting a theory, 
they would state the same thing—that we have nothing whatever to learn on that 
subject from Europe. 

Q. Now that we have touched this subject of municipal ownership of street-rail¬ 
road accommodations, are you willing to express an opinion as to the desirability of 
the Government takiug over the entire railroad systems?—A. 1 think it is humbug. 
1 do not want to talk about it. It seems to me puie trash and 1 do not care to dis¬ 
cuss it. The Government has as much as it can do now. If you want tohave 
$250,000,000 more of a pension list, all you have to do is to go into something of that 
sort. If others wish to discuss it they can; to me its discussion is a waste of time. 

Q. You know something of government owned and operated railroads in Europe ?— 
A. I have no respect lor them whatever, com pared with our railroads in this country. 
The best railroads in Europo are the English railroads—by far the best—and those 
are loft to private enterprise, and are handled accordingly. I have no faith what¬ 
ever in government owneiship of industrial enterprises. If left alone individual 
ownership will beat the government every time. 

Q. We should like very much to receive your opinion on the pending consolida 
tion of great railroads in this country, if von have formed an opinion?—A. I see 
nothing whatever to interfere with it. I expressed my views on that question 
years ago, ami see no reason to change them. It is a thing that should be left 
to work out its own results in its own way with as little hampering as possible. It 
has worked far in that direction sineo I have had to do with railroads in Massa¬ 
chusetts. Wo have only three corporations now. The talk of monopoly has died out. 
It is found that a lar»o corporation, while its political power is undoubtedly great, 
has proportionately increased responsibility, and it is tar easier to handle it, and it 
gives better and moro satisfactory service, than a number of small corporations that 
you can not put your linger on. As I say, here in Massachusetts, all the jealousy of* 
great railroad corporations has disappeared, and it has disappeared largely in view 
of the fact that the peoplo get better service, more satisfactory results, from the 
consolidated concern, and the dangers which were apprehended do not exist. 

What I have said has taken a far wider range than 1 anticipated wheu I came in. 
and 1 state frankly that the whole subject, except in connection with street rail¬ 
ways, has uot occupied my attention for 10 years. 1 do not propose to give any 
attention to it again. It is a subject T am tired of, and am ready to leave to others. 
Therofoio, upon ev cry thing except as to street railways and their relation to munici¬ 
palities, I speak subject to correction and from impression. 

Q. (By Mr. Lik iiman.) Have you any changes in legislation to suggest that you 
think would be applicable to the line of thought you have presented this morn¬ 
ing?—A. I have nothing to propose. That would be a matter for careful study. I 
do not myself believe in changing legislation precipitately. Such changes ought 
to be carefully matured. The difficulty is we toss legislation together. If wo had 
far less legislation we would he much better off. If this matter is going to be 
handled, it ought to he handled with great deliberation and on a thorough under¬ 
standing of the. situation. And you can lie very sure—absolutely sure—that what¬ 
ever is formulated has got to pass through ail ordeal of criticism, tirst, from the 
existing street railways and then from the sto mi railroads. This is always the 
case, and, 1 suppose, necessary. 

Q. Do you think an electric railroad could ho incorporated under the general rail¬ 
road act of Massachusetts?—A. I no not see why not. I am not aware of anything 
in the act which prescribes that the road has to he operated by steam. I do not 
believe, for instance, that the Oohasset. Railroad had any special act. It simply 
adopted electricity as its motive power, instead of steam. 

Q. That would carry with it the right of eminent domain—the right of taking land 
under eminent domain?—A. I should have to look at the law carefully before I 
answered that question, more carefully than 1 am now disposed to do. I should 
not. care to express an opinion. 1 am very sure of one thing—in order to seotflre 
satisfactory results we will have to have a great deal of new legislation. 

Here the testimony of Mr. Adams was closed. Later an informal conversation 
took place between Mr. Adams and Mr. Stimson, in the midstof which the stenogra¬ 
pher was instructed to take it down, Mr. Litchman introducing the subject, as fol¬ 
lows : 

Mr. Litchman. Mr. Stimson was asking if the local franchises were permanent, 
and Mr. Adams was making a statement on the subject which was important. 

The Witness. The franchise of Massachusetts street railways has always been an 
indefinite franchise, granted by the localities through their streets, and subject, to 
revocation at any time at the arbitrary judgment of the local authorities. A more 
absurd tenure could not be imagined, ami one would not expect that any large 
investment of capital could have been developed tinder such a ridiculous practice; 
and yet, on 'the whole, that, illogical, absurd tenure of franchise has worked better in 
its results than any other system yet devised. We went into this subject very 
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elaborately in the report, of which I shall be happy to send you a copy. Contrary 
to our whole impression, when we entered on our investigations, we were agreed 
that better and more satisfactory results, politically and economically, had been 
produced under the Massachusetts form of franchise than under any other we had 
heard of. 

In many of our Western States the renewal of franchises has been one of the 
most crying causes of municipal corruption. These renewals are always coining up, 
and every time they come up there are allegations of corruption, and* bargain and 
sale, which are, to say the least, scandalous. What there is in it I do not know, 
and it is none of my business; but that system of renewing franchises has not 
worked well—I mean the system of limited-time franchises, subject to renewal. 

Q. (By Mr. Clarkk.) Is it not the law in Massachusetts that the selectmen of the 
town in granting franchises do not act as officers of the town, but as officers of 
the Commonwealth?—A. I believe that is the theory of the law, but it works badly, 
as you well know. It works badly simply because they are no longer granting a 
permit to run a line of omnibuses on Washington street, which used to be the case 
formerly: but they are now called in to exercise a partial jurisdictiou. The ten¬ 
dency of legislation has been to leave the granting of franchises nominally as a 
local option, but to give more and more an appeal to the railroad commissioners in 
case of difficulty. We have found a way (and it is not a bad way at all; it is a very 
good way) of working legislation to practical results without much regard to theory; 
and l distinctly say if is, on the whole, the best system of streot railway legislation 
there is. 

Q. Asa matter of fact, do not the people of the several municipalities take so 
much interest in this that they bring to bear upon the selectmen or the city councils, 
as the case may be, the piessure of public opinion?—A. Oh, yes. I think there is a 
great deal to be said in favor of the system, and if I believed that the electric rail¬ 
roads could go ou operating forever under the joint use of the highway, etc., I 
should not be disposed to change the system any more than we changed it 3 years 
ago. We changed it but little. We then took just the position you suggest, and 
left well enough alone. The only thing that 1 say now is that a new force has 
developed, which has burst through its swaddling clothes, and can not be confined 
much longer. All that brought me here to-day is to call the attention of the com¬ 
munity to the fact that the infant is getting to be a pretty big man and his present 
clothes will not hold him much longer. He has got to have a new suit; that is 
what it comes to. 

Q. (By Mr. F. J. Stimron.) Have you formed an opinion that this new legislation 
should prohibit local authorities from granting franchises on public highways?—A. 
I believe that matter should be left to regulate itself. If they choose to put railroads 
in the highways, let them put them there, and they will soon find—both the people 
and the railroad -that it is to the interest of neither party that they should be there. 
The thing I am clear about is so to expand legislation as to permit the separating of 
highways and street railroads, instead of which the authorities are now compelled 
to put the railroads on the highways and nowhere else. I should make our legis¬ 
lation more elastic, so that these electric railroads would have more power to develop, 
instead of being, as they now are, men forced into the clothes of a child. 

(Testimony closed.) 


Washington, 1). C., Maroh 6,1900. 

TESTIMONY OF MR. VAL FITZPATRICK, 

Third rice grand master, Brotherhood of Railroad Trainmen. 

The commission met at 1.45 p. m., Chairman Kyle presiding. Mr. Val Fitzpat¬ 
rick, third vice grand master, Brotherhood of Railroad Trainmen, Cleveland, Ohio, 
was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Senator Kyle.) You may give your full name and address and your busi¬ 
ness to the reporter.—A. Val Fitzpatrick; third vice grand master of the Brother¬ 
hood of Railroad Trainmen. 

Q. That is, of the United States?—A. United States and Canada. 

Q. Where is your residence?—A. Columbus, Ohio. The head offloe of the organi¬ 
zation is at Cleveland, Ohio. 

Q. You are conversant with this Reading Railroad trouble, are yon?—A. Yes. 

Q. Will you Btate as briefly as yon can to the members of the commission what 
there is of it, beginning lit its inception and coining down to the present time?— 
A. I wonld like to submit or make a statement of the character of the organization. 
I would like to state that the Brotherhood of Railroad Trainmen, through its grand 
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master, filed certain charges with the Industrial Commission against tho Philadel¬ 
phia and Heading Railroad. The character of the organization is host stated in its 
preamble, which was formulated at the instituting of the Brotherhood of Railroad 
Trainmen, and which, I might say, has never been changed from that day to this, 
which is upward of 17 years. The preamble roads: 

" PREAMBLE. 

“To unite the railroad trainmon; to promote their general welfare and advance 
their interests, social, moral, and intellectual; to protect their families by the exer¬ 
cise of a systematic benevplence, very needful in a calling so hazardous as ours, this 
fraternity has been organized. 

"Persuaded that it is for tho interests both of our members and their employers 
that a good understanding should at all times exist between the two, it will be the 
constant endeavor of this organization to establish mutual confidence and creato 
and maintain harmonious relations. 

"Such are the aims and purposes of the Brotherhood of Railroad Trainmen. 

The chief features of our organization are: First, education. We believe that it 
is easier to reason with men of education than it is to do business with men who are 
ignorant of those things that confront them in their employment. The wages and 
hours of labor are also a consideration. Wo have lost no opportunities to see to it 
that the men receive a fair compensation for their labor, and its equivalent in hours 
of labor. 

q. Was that not the chief object in the formation of your organization?—A. No; 

I might say it was not the chief object of tho formation of our organization. The 
chief object in the formation of our organization was to insuro the lives of its 
members and protect, their dependents. To that, end last > oar the Brotherhood of 
Railroad Trainmen have distributed among widows, orphans, and their disabled 
members $67.”),000. 

q. You found, however, that your interests could bo best served by organization 
of that kind as regards tho wages paid and hours of labor, and so on ?—A. The wages 
and hours of labor were an after consideration. The manner in which the organiza¬ 
tion proreeds to take up those questions pertaining to rules, hours of labor, and 
iat.es of pay can best he given by reading that part of its constitution, which goes 
to show that we have no agitators, or no ono going over the country hunting trouble; 
that if any grievances arise they spring from the individual members. Rule No, 5 
of the general rules of tho constitution of the brotherhood reads: 

"consideration ok grievances. 

"No. 5. Any member considering that he has been unjustly dealt with by his 
employer, or that, ho is otherwise aggrieved, shall make a statement of the grievance 
in writing, securing tho signature thereto of a majority of tho membors of tho lodgo 
employed on that division, and present the same at a meeting of tho lodge. The 
lodge shall then determine, by a majority vote of the members present, employees 
of the division, whether to sustain or reject the grievance. Should tho grievance bo 
sustained the local grievance committee shall lay the matter before the train master, 
superintendent, or other proper officer, and uso every means to effect a satisfactory 
settlement and report their action aud all things pertaining to the case to tho lodge. 
If the result is not satisfactory it may he referred to the general grievance com¬ 
mittee for further action.” 

By following out this manner of proeeduro it takes a grievance out of the hands 
of tho man who is agrieved and places it in the hands of conservative men, men who 
are not in anywise interested, and who are more competent to decide whether there 
is a j list grievance or not. It then comes before tho executive officors. Before enter¬ 
ing into a contlict the grievance has got to he submitted in writing, in circular form, 
to the membership. They have to decide whether there is sufficient grievances; or, 
in other words, whether thoy can enter iuto a conflict. Then it must pass tho 
approval of the grand master, or his duly accredited representative. In 16 years 
and 7 months the Brotherhood of Hailroad Trainmen have been engaged in 2 
conflicts; in other words, in 2 strikes. I believe this will go to show that the 
organization is conservative, and that its policy is largely one of conciliation and 
arbitration. I might state that these 2 conflicts were settled by committees of 
arbitration. 

Q. What years were these?—A. I think one, the first, was in 1892; the second was 
in 1894. 

Q. Neither settled under tho new bill passed by Congress a couple of years ago iu 
your behalf?—A. No, sir. 

Q. That was a bill particularly pushed for your organization, was it not?—A. Yes. 

Q. The arbitration bill?—A. Yes. 

16a-53 
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Q. I remember your organization appearing before us by your representatives.— 
A. Yes. 

Q. And it was considered a very good bill!—A. Yes. 

(j>. I tbink your representative stated that in case that bill became a law strikes 
would bo reduced to a minimum, and thoro would be practically none of them at 
all.—A. 1 think it lias had some effect in reducing the number of strikes. 

Q. You may state, then, before you go further, the number of railroad employees 
that are included in your organization.—A. The membership of the Brotherhood at 
the present time will number over 38,000. 

Q. And the kinds of employees?—A. They are principally switchmen, brakemen, 
and conductors. 

Q. There is a separate organization then for firemen and engineers?—A. Yes, and 
there is a separate organization for conductors also, but we have quite a number in 
our organization who have been promoted from the position of brakemau to con- 
ductorsliip and still maintain membership in their Brotherhood. 

Q. Do you affiliate with the Brotherhood of Locomotive Firemen and Engineers 
in any way?—A. Yes; we do. We are closely associated with them. Tn fact, not 
only with the organizations of railroad employees, but I believe we are closely asso¬ 
ciated with all labor organizations. 

Q. Exactly; but in a little different sense you are associated with those you speak 
of?—A. Yes; our interests are so close that it brings it closer together than it would 
other organizations; the relations ai'e different. On January 14, 1900, I organized a 
lodge of the Brotherhood of Railroad Trainmen at Sliamokin, l’a. 

Q. (By Senator Kyi.k.) They have never had an organization of that kind there 
before?—A. No, sir. 

Q. But you have organizations of your order along the line of the Reading road, 
have you?—A. Yes, sir. 

Q. (By Mr. Ratciifoud.) Before you pass from the general explanation as to the 
purposes of your organization 1 should like to ask a question or two. Yon spoke, 
of $675,000 being distributed among the membership last year?—A. Yes. 

Q. I should like to undeistand how this money is raised and what is the purpose 
in distributing it?—The manner in which the money is raised is as an assessment 
on the membership levied fiom time to time. 

Q. A voluntary assessment?—A. Yes, sir. It is a condition of membership. It is 
levied for each month. This falls into a fund known as the beneficiary fund, from 
which wo pay all claims that arise iu that department, such as death and disability 
from whatever cause; it may lie incurable consumption, locomotor ataxia which 
railroad men are frequently afflicted with, or an injury in their employment which 
incapacitates them to earn a livelihood. 

Q. Is there any out-of-work benefit?—A. The subordinate lodges regulate that; 
that is within the province of the subordinate lodge. 

Q. Well, now, this tund is what is known to your organization as the insurance 
fund, is it?—A. Yes. 

Q. Have the railroad companies insurance funds also, of their own making?—A. 
No, not generally ; it is confined to a few. The principal roads that I know of are 
the Chicago, Burlington and Quincy; the Baltimore and Ohio; Pennsylvania; and, I 
understand, thoSouthern Pacifie are going to inaugurate the insurance features this 
year, sometime early in this year. Those are about the only large systems that I 
can recall at the present time. 

Q. Well, is this insurance, known as the company’s plan of insurance, generally 
agreeable to tho railway employees?—A. I believe yon mean the so-called voluntary 
reliefs of the railroad companies? 

Q. No; I do not mean that. I mean tho insurance that is gotten up by tho 
company and managed by the company. They may call it voluntary, but we have 
testimony before this commission, 1 believe, showing that it is the reverse of vol¬ 
untary.—A. I met last year upward of 15,000 railroad men who are connected 
with our organization and other organizations in the train service, and 1 ha\e failed 
to find a single one that has approved of tho plan or working of the railway insur¬ 
ance associations. 

Q. (By Senator Kyle.) Will you explain to the commission the methods of tho 
railway companies.—A. In employing men they must pass a doctor’s examination, 
and after they are given employment they are placed upon the rolls of the relief asso¬ 
ciation. Thev have no jurisdiction over that part of the matter. I might say they 
have no jurisdiction is discontinuing their payments. As long as they remain in the 
service of the company they have got to keep on paying these assessments. 

Q. Yon mean a certain amount is extracted from their salaries?—A. Yes. 

Q. (By Representative Ot.tkn.) In other words, it is not a voluntary payment - - 
A. The men do not so consider it. 

Q. (,By Mr. Katchkoiih.) Employment as a railroad brake man is conditioned upon 
membership iu that association, is it not?— A. Yes; that is my understanding of the 
manner in which they work. 
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Q. Has that system the effect of exempting railway companies from liability in 
case of accident or death to the employee?—A. Yes; and the numerous decisions 
which have been rendered by the courts throughout the country aro the best 
evidence of that. I believe they can bo found in Mr. Carroll D. Wright's bulletin 
from time to time. 

Q. (By Senator Kyle.) The employees do not sign an agreement, do they, when 
they become employees of the company that they will accept this insurance in lieu 
of all other claims against the companies for injuries?—A. Yes; I think, if my 
memory serves me right, that is one of the conditions. 

Q. (By Mr. Kennedy.) Is there such a voluntary relief association on the Reading 
system?—A. I believe there is. 

Q. You do not know?—A. I am not positive of that, but I am inclined to believe 
there is a voluntary relief association there. 

9,. (By Mr. Ratciifoud.) Tho question was with reference to employees waiving 
their claims for liability in case of aceideut or death, and the question leading up 
to that was whether or not they sign a paper in becoming members of this so-called 
insurance, waiving such claims.--A. Yes; I consider that by them joining the relief 
association they waive all right to recover for personal injuries or otherwise. 

9. Can you piesont this commission now, or at your convenience, a paper such as 
is presented to an employeo asking him to waive such claims, by any railway com¬ 
pany?—A. I believe 1 can; yes. 

9- We will be glad to liavo it.—A. I will try to furnish you that paper. 

By Mr. Kennedy. I suggest, you go into the Reading trouble now. 

9 (By Senator Kyle.) Yes, proceed. You spoke about having organized on Jan¬ 
uary 14. —A. January 14 of the piesent year I organized a lodge at Shamokin, Pa., and 
on my arrival in Shamokin I found quite a number of the proposed applicants had 
been discharged on account of their being about to become members of tho organi¬ 
zation. 1 might state that some of these men belonged to the Brotherhood in a city 
distant fiom Shamokin. Their membership was never known by tho officials. It 
was discovered that some of these men wero 1 he prime movers in instituting this 
lodge. A few days before my arrival they wero dismissed from the service of tho 
Philadelphia and Reading. 

9- Will you please state to tho commission the nearest city to Shamokin where 
there is a lodge of this order?—A. Tho nearost is Sunbury. 

9- How far away?—A. About 12 miles. 

9 . On the same railway division?—A. Yes. 

9 . So the same railway officers are in charge of the omployoos both at Shamokin 
and Sunbun ?—A. 1 believe so, unless it would be a divisional point. 

9- Well, do these men object to the men joining their order at Sunlmry ?—A. Well, 
I do not know of any objections prior to the 14th of January, but 1 presume tho 
reason why there was not any discipline or dismissal from tho company sooner was 
tho fact that they did not know that these men belonged to the Brotherhood, and 
they quietly Aveut up to Sunlmry and became members of the institution. 

9- Now, tho lodge at Sunbnry—whore is the next lodge along the railway?—A. 
Tho next is Williamsport. 

Q. How far is that away?—A. J bolievo about 45 miles from Sunbury; 55 or 60 
milos from Shamokin. 

9 . In the same division still, is it?—A. That is the terminus of the Philadelphia 
and Reading, I believe. 

9- Now, state how many lodges thero are along the routo of the Reading road?— 
A. I presume there are about 15—12 or 15. 

Q. And how long is it since the first one was established?—A. The first lodge was 
established, I believe I can safely say, in 1885 or 1886. 

Q. So that the lodges have been established practically 15 years along that road ?— 
A. Yes. 

Q. And tho officers in charge of the road have been practically the same officers, 
havo they, for a number of years?—A. 1 believe their general*officers have been 
about the same; but there have been quite a number of changes among the division 
officers. 

9 . Well, havo you had complaints heretofore that men were discharged because 
of their affiliation with one of these orders?—A. Yes; we have had quite a number 
of such complaints for the past 10 years. 

9 - So that you have reason to believe in your own mind that these men were dis¬ 
charged prior to your going to Shamokin because thev contemplated organizing a 
lodge there?—A. Yes. 

9 . Now, if you will, state to the commission your reasons for bo believing. Of 
course, we want to get at the facts here.—A. My reason for believing this is that 
the men who were discharged called upon their division officers—traiumasters, yard- 
masters, and superintendents—and asked them to assign a cause for their dismissal. 
These officers declined to talk. They simply said to the men, “ We haven’t any¬ 
thing to say to you at all. You are discharged, and that is all there is to it. We d<? 
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Q. I remember your organization appearing before ng by your representatives.— 
A. Yes. 

Q. And it was considered a very good bill?—A. Yes. 

(). I think your representative stated that in ease that bill became a law strikes 
would be reduced to a minimum, and there would be practically none of them at 
all.—A. I think it has had some effect in reducing tho number of strikes. 

Q. You may state, then, before you go further, the number of railroad employees 
that are included in your organization.—A. The membership of the Brotherhood at 
the present time will number over 38,000. 

Q. And the kinds of employees?—A. They are principally switchmen, brakeraen, 
and conductors. 

Q. There is a separate organization then for firemen and engineers?—A. Yes, and 
there is a separate organization for conductors also, but we have quite a number in 
our organization who have been promoted from the position of brakeman to eon- 
ductorship and still maintain membership in their Brotherhood. 

Q. Do you affiliate with the Brotherhood of Locomotive Firemen and Engineers 
in any way?—A. Yes; we do. We are closely associated with them. In tact, not 
only with the organizations of railroad employees, but I believe wo are closely asso¬ 
ciated with all labor organizations. 

Q. Exactly; but in a little different sense you aro associated with those you speak 
of?—A. Yes; our interests are so closo that it brings it closer together than it would 
other organizations; the relations afo different. On January 14, 1900, I organized a 
lodge of the. Brotherhood of Railroad Trainmen at Sliamokin, Pa. 

Q. (By Senator Kyle.) They have never bad an organization of that kind there 
before?—A. No, sir. 

Q. But you have organizations of your order along the line of the Reading road, 
have you?—A. Yes, sir. 

Q. (By Mr. Ratchfoki). ) Beforo you pass from the general explanation as to the 
purposes of jour organization I should like to ask a question or two. You spoke 
of $675,000 being distributed among the membership last year?—A. Yes. 

Q. I should like fo undeistand how this money is raised and what is the purpose 
in distributing it?— The manner in which the money is raised is as an assessment 
on the membership levied fiom time to time. 

Q. A voluntary assessment?—A. Yes, sir. It is a condition of membership. It is 
levied for each month. This falls into a fund known as the beneficiary fund, from 
which we pay all claims that arise in that department, such as death and disability 
from whatever cause; it may lie incurable consumption, locomotor ataxia which 
"ailroad men are frequently afflicted with, or an injury in their employment which 
incapacitates them to earn a livelihood. 

Q. Is there any out-of-work benefit.?—A. Tho subordinate lodges regulate, that; 
that is within the province of the subordinate lodge. 

Q. Well, now, this fund is what is known to your organization us the insurance 
fund, is it?—A. Yes. 

Q. Have the railroad companies insurance funds also, of their own making?—A. 
No, not generally; it is confined to a few. The principal roads that I know of aro 
the Chicago, Burlington and ijminoy; the Baltimore ami Ohio; Pennsylvania; and, I 
understand, the Southern Pacific aro going to inaugurate the insurance features this 
year, sometime early in this year. Those are about the only large systems that I 
can recall at the present time. 

Q. Well, is this insurance, known as the company’s plan of insurance, generally 
agreeable to the railway employees?—A. I believe you mean the sc-called voluntary 
reliefs of the railroad companies? 

Q. No; I do not mean that. I mean the insurance that is gotten up by the 
company and managed by the company. They may call it voluntary, but we have 
testimony before this commission, 1 believe, showing that it is tho reverse of vol¬ 
untary.—A. I met last year upward of 15,000 railroad men who are connected 
with our organization and other organizations in tho train service, and J have failed 
to find a single one that has approved of tho plan or working of the railway insur¬ 
ance associations. 

Q. (By Senator Kyle.) Will you explain to the commission the methods of tho 
railway companies.—A. In employing men they must pass a doctor’s examination, 
and after they are given employment they are placed upon the rolls of the relief asso¬ 
ciation. They have no jurisdiction over that part of the matter. I might say they 
have no jurisdiction is discontinuing their payments. As long as they remain in tho 
service of the company they have got to keep on paying these assessments. 

Q. Yon mean a certain amount is extracted from their salaries?—A. Yes. 

Q. (By Representative Otjen.) In other words, it is not a voluntary payment» — 
A. The men do not so consider it. 

Q. (By Mr. Ratciikoud.; Employment as a railroad brakeman is conditioned up<m 
membership in that association, is it not?—A. Yes; that is my understanding of the 
manner in which they work. 
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Q. Has that system tho effect of exempting railway companies from liability in 
case of accident or death to the employee?—A. Yes; and the numerous decisions 
which have been rendered by the courts throughout tho country are the best 
evidence of that, i believe they can be found in Mr. Carroll 1). Wright’s bulletin 
from time to time. 

Q. (By Senator Kylk.) The employees do not sign an agreement, do they, when 
they become employees of the company that they will accept this insurance in lieu 
of all other claims against the companies for injuries?—A. Yes; I think, if my 
memory serves me right, that is one of the conditions. 

Q. (By Mr. Kennedy.) Is there such a voluntary relief association on tho Reading 
system ?—A. I believe there is. 

Q. You do not know?—A. I am not positive of that, but I am inclined to believe 
there is a voluntary relief association there. 

Q. (By Mr. Ratciiford.) The question was with reference to employees waiving 
their claims for liability in case of accident or death, and the question leading up 
to that was whether or not they sign a paper in becoming members of this so-called 
insurance, waiving such claims.—A. Yes; 1 consider that by them joining tho relief 
association they waive all right to recover for personal injuries or otherwise. 

Q. Can you piesont this commission now, or at your convenience, a paper such as 
is presented to an employee askiug him to waive such claims, by any railway com¬ 
pany?—A. 1 believe 1 can; yes. 

Q. We will be glad to havo it.—A. I will try to furnish you that paper. 

By Mr. Kennedy. I suggest you go into the Reading trouble now. 

0 (By Senator Kyle.) Yes, proceed. You spoke about having organized on Jan¬ 
uary M.— A. January II of the picsentyear I organized a lodge at Shamokin, Pa.,and 
on my arrival in Shamokin I found quite a number of the proposed applicants had 
been discharged on account of their being about to become members of tho organi¬ 
zation. 1 might state that, some of these men belonged to the Brotherhood in a city 
distant fiom Shamokin. Their membership was never known by the officials. It 
was discovered that some of these men werothe prime movers in instituting this 
lodge. A few days bofore my arrival they were dismissed from the servico of the 
Philadelphia and Reading. 

0- Will you please state to the commission the nearest city to Shamokin where 
there is a lodge of this order?—A. Tho nearest is Sunbury. 

Q. llow far away?—A. About 12 miles. 

Q. On the same railway division?—A. Yes. 

Q. So the same railway officers are in charge of tho employees both at Shamokin 
and Sunbury ?— A. 1 believe so, unless it would be a divisional point. 

Q. Well, do these men object to the men joining their order at Sunbury ?—A. Well, 
1 do not know of any objections prior to the 14tli of January, but I presume the 
reason why there was not any discipline or dismissal from the company sooner was 
tho fact that they did not know that these men belonged to tho Brotherhood, and 
they quietly went up to Sunbury and became members of the institution. 

Q. Now, the lodge at Sunbury—where is the next lodge along the railway?—A. 
The next is Williamsport. 

Q. How far is that away?—A. I believe about 15 miles from Sunbury; 55 or 60 
miles from Shamokin. 

Q. In the same division still, is it?—A. That is the terminus of the Philadelphia 
and Reading, I believe. 

Q. Now, state how many lodges there are along tho routo of the Reading road?— 
A. I presume there are about 15—12 or 15. 

Q. And how long is it since the first one was established?—A. The first lodge was 
established, I believe I cau safely say, in 1885 or 1886. 

Q. So that, the lodges have been established practically 15 years along that road?— 
A. Yes. 

Q. And tho officers in charge of the road havo been practically the same officers, 
have they, for a number of years?—A. I believe their general'officers have been 
about the same; but there have bcon quite a number of changes among the division 
officers. 

<). Well, have you had complaints heretofore that men were discharged because 
of their affiliation with one of these orders?—A. Yes; we have had quite a number 
of such complaints for the past 10 years. 

Q. So that you have reason to believe in your own mind that these men were dis¬ 
charged prior to your going to Shamokin because they contemplated organizing a 
lodge there?—A. Yes. 

0- Now, if you will, state to the commission your reasons for so believing. Of 
course, we want to get at the facts here.—A. My reason for belioving this is that 
the men who were discharged called upon their division officers—trainmasters, yard- 
masters, and superintendents—and asked them to assign a cause for their dismissal. 
These officers declined to talk. They simply said to the men, “ Wo haven’t any¬ 
thing to say to you at all. You are discharged, and that is all there is to it. We do 
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not wish to assign any reasons or talk with you on the matter at all." When I found 
that such was the case—that the men were discharged for belonging to the Brother- 
hood—I felt that we were in no position to protect them. 

Q. Did the officers stale these men were discharged because they were contemplat¬ 
ing joining the lodgef—A. I will tell you just exactly what lias been done at each 
place, and the facts as 1 know them at Shamokin. There was no reason assigned 
further than “ We do not want you in the service of the company/' 

Q. (By Representative Otjen.) How many were discharged?—A. There were 
about 8,1 believe—6 or 8. 

Q. They had been members of the order before?—A. Yos. There were only 2 that 
were not members of the organization. There were about l members of the organ¬ 
ization at the time thoy were dismissed; but all were proposed members of this new 
lodge. 

Q. Do you have any organization there?—A. Yos. 

Q. Is it in existence to-day?—A. Yes. 

Q. Are members of it working on the Reading system?—A. No, sir. There may 
bo a few under cover—older memberships in Becrecy. When 1 found out that the 
officers of tho Philadelphia and Reading were objecting to the organization of a 
lodge there, I felt a reluctance about proceeding to organize them, as i knew the 
men would lose their employment. 

Q. (By Senator Kyle.) Yon say “when you found it out." How did you lind it 
out?—A. I found out through the men. Thoy told mo they bad called upon the 
division officers and asked for the cause of their dismissal. They would not assign 
any reason at all. They told them that their service was not any longer needed. 

Q. And it is simply an inference on your part, is it?—A. Yes; and tho attitude of 
tho Philadelphia and Reading in the past led me to believe that it was on account 
of their membership in the Brotherhood of Railroad Trainmen. 

Q. Now, you are getting at what led you to believe that fact. Their relations in 
tho past, you say?—A. The orders which they issued some 8, 10, or 12 ,\ears ago, 
when they made it a condition of employment that no man should belong to a labor 
organization. And while the road was in tho hands of a recei\ er, under Judge Pax- 
son, our organization went into court to establish tho right of belonging to our 
Brotherhood and at the same timo working for tin' receivers of that company. When 
I found that they wore objecting to our organization being instituted along their 
sj stem, and that wo were in no position to protect the men when they became mem¬ 
bers of our organization, I thought the best thing to do for themselves and their 
families was not to organize a lodge of tho Brotherhood in Shamokin, and I so advised 
them. But aftor earnest soliciting on their pari, anil when they showed a determi¬ 
nation to go ahead with the organization rogarillcss of tho officials of the Philadel¬ 
phia and Reading, I could not deny them tho right to become members of the 
organization. On February 8 I received a telegram from tho grand master advising 
me to go to Philadelphia and counsel with our members in that city employed on the 
Philadelphia and Reading Railroad. On my arrival there I found that about HO of 
those men had prepared to inaugurate a strike independent of any organization, 
simply on their owu account. I counseled with those men and advised them that it 
would not be the proper thing to do; showed them wherein it might be injurious to 
them, as well as to tho interests of tho Philadelphia and Reading, and that there 
would probably bo another way in which we could get around this and secure jus¬ 
tice for them. They finally consented to remain at work, those that were working, 
and those that wero dismissed we would try to secure employment for them by some 
other means. I beliovo thcro were upwards of 10 discharged. One of tho gentlemen 
is here at present. 

Q. (By Representative Ot.jen.) At Philadelphia?—A. Yes; one or two of the gen¬ 
tlemen aro present. But these 10 men that wero discharged produced letters show¬ 
ing that for faithfulness and diligence in the discharge of their duty they were 
complimented very highly by the yardmaster, trainmaster, and superintendent. In 
fact, these men that were discharged were the very best men, in my judgment, 
employed on tho Philadelphia and Reading Railroad. We took particular pains to 
ascertain whether they hud been guilty of destroying any property, or whether they 
were intemperate or incompetent, and we found in every case that the men were thor¬ 
oughly competent, sober, and industrious men, had first-class records as employees. 
Some of these men had the matter up personally with the general superintendent, 
and the general superintendent said to them very plainly that they wero discharged 
ou account of affiliating with the Brotherhood of Railroad Trainmen. 

Q. (By Senator Kyle.) This discharge took place when?—A. Along about tho 1st 
of February. 

Q. Reverting to the Shamokin affair, now. Did the discharge take place there 
before the lodge was organized, or after?—A. Just before; a few days before. 

Q. Just before?—A. Yes. 

Q. Well, now, what reasons can you give the commission, if any, whv the Phila¬ 
delphia and Reading would oppose the organization of a lodge at Shamokin, even to 
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these lodges exist along t-- - . • . . . — - <. ., 

pally of Reading men, it is wrong. These lodges that exist along the lines of the 
Philadelphia and Reading Railroad are composed principally of Pennsylvania Rail¬ 
road men, with a few Phfiadolpliia aud Reading men in every lodge. 

Q. (By Mr. Kennedy.) At junction points on the system?—A. Yes. 

Q. (By Senator Kyle.) And the members employed by the Reading are under 
cover, you think, mostly?—A. Yes; there is a gentleman hore from Reading who 
could testify before this commission and show that they do meet in haylofts, cellars, 
and dark rooms, one place and another, in order to escape the sleuths of the I tnla- 
delphia and Reading Railroad. , „ ^ , 

Q. (By Mr. Ratciiford.) Have the Philadelphia and Reading officials cooperatou 
at any time with your organization or had business with it ? A. It never had any 
occasion to meet or do business with our organization. We have never had any 
difficulty. 1 might say, talking more plainly, that the organization has never had 
any grievance presented to it by the men employed on the Philadelphia and Reading 
Railroad. . , 

Q. (By Representative Otjkn.) Until tho present one?—A. Yes. 

Q. (By Mr. Ratciiford.) You say that your organization never had any grievance 
presented to it until tho present one by the men employed on the Philadelphia and 
Reading Railroad. Was that boeause of the good treatment accoided the men by 
tho company, or because there was no organization there—little or no organization— 
among jour men f—A. Well, it is due largely to tho fact that there is no organization 
there,°and the company has the men under complete submission. 

Q. (By Mr. Kennedy.) You mean they have had no grievance since the receiver¬ 
ship of tho company. You said, 1 believe, they had trouble then? A. At the time 
of the receivership; that was a matter taken into court. 

n (By Senator Kyle.) But you found out at the time that you had this trouble 
in the court that the company was opposed, and bitterly opposed, to the organiza¬ 
tion of lodges along their road?—A. Yes; ami the records of the court will bear that 


statement out. 

Q. And they made a statement here about tho 1st of February, at the time the men 
were discharged, that you wore speaking about, that they were still opposed to the 
organization of lodges,* and that these men were discharged because of their connec¬ 
tion with these lodges?—A. Yes. 

(^. (By Mr. Kennedy.) Do you know whether Judge Paxsou is many way con¬ 
nected with tho management of the Philadelphia and Beading at this time? A. His 
name does not appear on the official list as given in the Official Guide. As to his 
being in any wise connected with it, I can not say. Ho might possibly be a director 
or counsellor, or advisor of some description. 

I might say, in concluding, that these men are not only pleading for their liberties 
and rights to belong to organizations so long as they come within the bounds of the 
laws of the land, but they are also making their plea for their rmht to work. I 
have received letters from a great number of these men since they have lost their 
employment on the Philadelphia and Reading Railroad, and allot these letters show 
that wherever they go they areasked the question: Where did you work last, and what 
wore you dismissed for? And when they make their statement that they were dis¬ 
charged for nothing, apparently nothing, so far as they know, other than to belong 
to a labor organization, the officials refuse to permit them to go to work until they 
refer back to the road from whence they came. Alter it is discovered that the offi¬ 
cials of the Philadelphia and Reading Railroad disapproved of their working any¬ 
where else, they are told that they are not needed. Some of these men have traveled 
since last January from 3,000 to 6,000 miles trying to find work. 

Q. Do you mean to say they are placed on the blacklist, so to speak?—A. Yes. 

Q. By all the railroads of the United States?—A. No. The rule of railroads is 
this in employing men : To make them give reference. Now , we do not wish to leave 
the impression here that all railroad officials me opposed to our organization, aud 
would be guilty of blacklisting a man because ho asserted his rights to belong to an 
organization that was for his protection. A great many of the officials, regardless 
of what kind of recommendation comes back from the Philadelphia and Reading, 
or any other road, if the man were a sober and industrious man, would be pretty 
apt to give him employment, but unfortunately for these men they have been trav¬ 
eling right along certain linos that adhere strictly to this rule—that the man must 
have a clear record before he can be employed on their lines. Some ol these men 
have been injured in tho service of tho Philadelphia and Reading. Some of them 
have lost a hand, and some have lost a foot. Some have impaired their health on 
account of long hours and all kinds of weather. They have, as I said before, in 
their possession letters and statements showing that their service has always been 
satisfactory. In fact, they are the very best employees—the very best in their 
service. 
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Q. Now, when these men were discharged, the last men you mentioned, it was 
said to them that they were discharged because they were members of the Railroad 
Trainmen’s Association?—A. Yes. 

Q. And for no other reason?—A. That is apparent, yes. 

Q. (By Senator Kyle.) You said a moment ago that these Philadelphia men were 
told they were discharged by the railroad because of their connection with your 
organization, or with your lodges?—A. Well, yes. They have told me at Philadel¬ 
phia that they were discharged on account of their membership iu the Brotherhood 
of Railroud Trainmen. 

Q. I understood you to say they were told by the railroad officials that they were 
discharged for that reason?—A. That is correct. 

Q. Simply because of their connection with the organization ?—A. Yes, sir. 

Q. (By Representative Otjen.) Are these meu here?—A. One of them is here. 

Q. (By Senator Kyle.1 And the railroad failed to give a certificate as to character 
as regards faithfuluess and anything else?—A. Some of them have them in their 
possession. 

Q. They have got to produce some sort of a certificate from former employers 
before they can get employment on some other railroad?—A. Yes; but this is an 
exchange through officials, l'he man must immediately have a recommendation in 
his pocket, but it is worthless with a great many corporations. It must pass back 
and forth through the officials—the official of one railroad in communication with 
another. 

Q. (By Mr. Ratchfoud.) Have you not a law in the State of Pennsylvania which 
in substance provides that workingmen shall not be discriminated against by the 
employer for their connection with a labor union?—A. That law has been declared 
unconstitutional by Judge Guuster, 1 believe. 

Q. How recently has it been declared unconstitutional? Do you remember?—A. 
Last September or October. 

Q. (By Mr. Kennedy.) An appeal is pending now?—A. Yes; there was an appeal 
taken. I believe it is pending. 1 do not know just the status of the appeal. 

1 would like to read, m answer to Mr. Ratchford’s question about these voluntary 
relief associations [reading]: 

“And, iu consideration of the contribution to be made to the relief fund of the 
said association by the Philadelphia and Reading Railroad Company, and its suc¬ 
cessors, and of the agreement of the several associated companies in respect of auy 
deficit in the relief fuud for benelits in their respective employees, I hereby agree 
that the acceptance of benefits from the said relief fund, or from said association for 
injury or death, shall operate as a release of all claims or damages against said com- 

E , my employer, and against any of said associated companies by which I may 
ifter be employed, arising from such injury or death, which could be made by 
or through me, ami that 1 or my legal representative will oxecute or, where neces¬ 
sary, procure to be executed such further instrument as may be necessary formally 
to evidence such acquittance.” 

Q. (By Mr. Ratchfokd.) What is that you are reading? Is it an agreement or is 
it rules?—A. These are the rules covering the Philadelphia and Reading Relief 
Association. 

Q. As promulgated by the officials of the railroad?—A. Yes. 

Q. The practice of the employees of the road is to sign them m accepting employ¬ 
ment?—A. Yes. It is virtually a condition of employment, just as an applicant is 
required to go before their doctors and pass an examination before ho can be 
employed. A great many of these companies to-day have the latter rule in force. 
If a man’s measurements and weight ami height do not all correspond, and if he be 
not sound in limb, he can not got employment. 

Q. (By Representative Otjkn.) Are you sure that these employees are obliged to 
accept these benefits unless they want to?—A. My understanding is that they will 
have to accept benefits or leave the service of the company. 

Q. That is, on these roads that have these associations, practically all the men 
belong to the association ?—A. Y'es. 

Q. Is it understood among railroad men that they will not have a good standing 
in their employment if they do not join these so-called voluntary relief associations?— 
A. Well, I am at aYwss to know how to answer that question, because you will find 
so very few who do not belong to the relief association that it would be hard to 
determine that question. 

Q. (By Senator Kyle.) I understood you to state a moment ago that they could 
not become employees at all unless they were examined and became members of this 
department?—A. Yes; that is correct. 

if. Well, you can proceed now to make out your cause of complaint. We have 
got so far as the Philadelphia matter, whero 10 men were discharged; having passed 
the Shamokin matter where 8 men were discharged, I believe, making 18 in all.— 
A. We received statements from quite a number of the members of our organization 
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asking ns to in some way give them relief, and wo knew that it was impossible to 
approach the officers of that company, asking for the rights of the men to belong to 
organizations, and, inasmuch as there was created by Congiess an Industrial Com¬ 
mission to inquire into industrial matters, we concluded that the best thing to do 
waH to briug it before this commission. 

Q. You mean to say by that that you made no attempt whatever to reaoli the rail¬ 
road officials in regard to this matter?—A. No, sir. Wo never tried to reach them 
as an organization. The men did. We advised the men to call on their division offi¬ 
cers, and general officois, if necessary and if they could do so, and ask for a hearing 
of their case, and for the cause of their dismissal. 

<.;. So your reason, then, for appearing before the commission here, or desiring to 
appear, is because 18 of your men have been discharged without just cause, as you 
think?—A. Yes. 

C^. And for the cause that you have interpreted—that they are members of the 
several lodges along your line?—A. Yes, and that we believe that relief should be 
afforded these men m some way or other by tin* provision of a law or enactment of a 
law. 

Q. Can you state of your own knowledge that the railway officials would have 
received you and discussed these matters as an oigani/atiou? They might possibly 
refuse to treat with these men individually, or a committee locally of the men, but 
are yon sure they would refuse to receive you and 2 or Hof your associates?—A. 
Yes. Their attitude to organization iu the past leads mo to believe that they 
positively would not permit me to approach them as an officer of an organization or 
otherwise as an individual. 

How many such railroads are there in the United States that refuse to do 
that?— A. Only one—that is the Philadelphia and I eadm 

(,). And you never asked them to treat with you?—A. My predecessors, Mr. Wilki- 
son, and, 1 believe, though 1 am not quite positive, Mr. Mon is-.se}, now grami master 
of the Brotherhood of Railroad Trainmen, tiled to appioaeh the president and super¬ 
intendent of one or two companies, and found they could not. do so. 

(,). Who is the president of this company and the vice-presidents and general man¬ 
ager?—A. Well, i do not know who is the piesidont. now. I think Mr. Vorhees was 
president at that time. 

Q. And the superintendents yon speak about?—A. 1 do not know their uames. 

Q. And the general manager?—A. The general superintendent’s name is Mr. 
Swigard. 

Q. (By Mr. Kennedy.) You state as conclusive that if they would not give satis¬ 
faction to the individual members who have been discharged they would not tolerate 
interference on the part of leaders of the organization? A. I folt that when they 
refused to entertain a committee of the employees, to listen to an honest complaint, 
it would not be of any benefit to the men for this organization to make an appeal in 
their behalf. 1 believe that it was on the5th or (5th of February that, the committee 
appeared at the general superintendent's office ami asked him if ho would not permit 
them to discuss the dismissal of themselves, and of 4 or 5 or ti others, and he stated 
that he did not want to have anything to do with it—this is what they told mo—that 
he would not. discuss any proposition with them; that lie had discharged them, and 
that stood. The chairman of the committee made the remark to him: “We will 
strike at your freight service,” meaning that they would strike, or that they would 
try to establish a boycott on the Philadelphia and Reading. That had no effect on 
him whatever. Ho simply refused to do any business with them and refused to dis¬ 
cuss the proposition with this committee. 

Q. (By Senator Kyle.) And yet, lie keeps in his employ how many members of 
organized labor, in your judgment?—A. Do you want to get them all discharged? 

Senator Kyle. No. You do uot need to state their names, but in iound numbers.— 
A. I might say that we have at fho present time a very conservative estimate—about 
200 men employed on the Philadelphia and Reading Railroad, members of the Brother¬ 
hood of Railroad Trainmen. 

Q. (By Representative Otjen.) About how many employees are there on the Penn¬ 
sylvania and Reading?—A. 1 have no way of knowing, but I should judge upward 
of about H,500 who are eligible to our organization. 

Q. (By Mr. Kennedy.) Are the engineers on that system members of the Brother¬ 
hood of Locomotive Kngineers?—A. I know some of them are. 

Q. Are the firemen members of the Brotherhood of Fireman?—A. Some of thorn, 
yes. 

Q. Some conductors belong to the Conductors’ Brotherhood?—A. Yes. 

Q. Do you know whether the company is aware of that fact?—A. Well, I do not 
think it is. I do not think the officers know that the men belong to the respective 
organizations. 

Q. (By Senator Kyle.) There are 200, you think, in your Brothorhood of Train¬ 
men that are still employed by your company; 18 men have been discharged, and 8 
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of thorn you suppose were discharged because of their connection with your order?— 
A. Yes. 

Q. Ten of them, upon statements of tho men themselves, were discharged because 
they were members of the order?—A. Yes. 

Q. Is it possible that these 30 men spoken of last could have been mistaken as 
to the cause of their dismissal?—A. No; I do not think they could be mistaken, for 
the reason that theso men had been in the service from 3 to 0 years in the capacity 
of brakemen and conductors, and their work was always of the very highest char¬ 
acter; they had caused very little darnago to property; they were always there 
when called upon to go out in any and all kinds of weather, and at any time during 
the day or night. Usually those are the kind of men railroad corporations are look¬ 
ing for, and they would much rather keep a man of that kind in their employ than 
to tako an inexperienced man. There must have been some cause for discharging 
these men, and if it was for neglect of duty, or destruction of property, tho otlieors 
would not hesitate to say so. Inasmuch as they refused to give them any consid¬ 
eration whatever other than to say, *• We do not want you in our sorvice,” it is very 
good evidence that there is some hidden motive, which they were afraid to make 
known. 

Q. (By Mr. Ratchford.) Wero those men that you speak of all discharged at 
about the same time, or wero they discharged singly, ono by one?—A. They wore 
all discharged within a few days of each other. Probably 10 days would cover (ho 
timo at the very furthest. 

Q. Ten days would cover the discharge of the 18 members, would it ?—A. Yes. I 
might state that some men have been discharged that wo have no record of. There 
is Williamsport, and there have been quite a number of men discharged in Newhury- 
port who have gone away and found employment somowliere else. 

(^. Were thoso men members of your organization?—A. Yes. 

(]>. Have you any knowledge of any discharges in which tho discharged employee 
was not a member of your organization?—A. Not a single one. We have taken par¬ 
ticular pains to ascertain whether any man that was not a member of the organiza¬ 
tion was discharged in the same mysterious manner that these men were discharged, 
and we can not cite any single instance or any single case. 

Q. (By Mr. Kennedy.) Is it customary in the railway service in giving dis¬ 
missals, with tho immediate cause of necessary reductions in the force, to give letters 
of recommendation that will enable them (o get service on another lino?—A. Gener¬ 
ally speaking, that is the rule. 

Q. Will a superintendent who has to discharge a man because of a necessary 
reduction in the force, that man being satisfactory in every way, refuse to give him 
such a letter if lie asks for it?—A. No; lie will not refuse to give a letter. Asa 
general proposition, the superintendent of his own accord sends a letter to the em¬ 
ployee at the time the reduction is made, notifying him that on account of depres¬ 
sion in business hisservico will not be any longer required. 

Q. Now, you say some of theso men who have beeu discharged have such letters 
in their possession. Did they procure those letters prior to their discharge or since?— 
A. 1 believe some of them secured thoso letters prior to their dismissal, and some 
received them after their dismissal. 

Q. (By Senator Kyle.) Now, I want to ask yon another question. You say the 
Pennsylvania system recognizes your order and treats with you as an order?—A. 
Yes; there can not bo any question about that. They have been very generous to 
our organization. 

Q. So you have been in tho habit of meeting the superintendents and managers, have 
you, on business matters relating to your employees?—A. Our organization has 
quite frequently met with the general manager of the Pennsylvania Railroad. 

Q. Upon complaints of yourmen?—A. That is, on grievance matters that emanate 
from the employees. 

Q. And they have never refused to treat with you?—A. No; we have nover found 
the disposition of the officials of the Pennsylvania to antagonize our organization. 

Q. And when men are discharged from t,lic Pennsylvania Company, and yon think 
unjustly, they will meet you and tell you why the men were discharged?—A. Yes; 
if it becomes necessary to meet with officers of our organization, I believe the offi¬ 
cers of the Pennsylvania Railway would do so, but I might state as a general rule 
the Pennsylvania Railroad officials settle these matters with their men directly. 

Q. I wanted to know what your custom was. In case a dispute arose between 
members of your order and the railway company, you do not think they would 
refuse to treat with you and to tell the reasons why thoy discharged 15 or 20 men?— 
A. We know they would not refuse to meet with us; at least, their attitude in the 
past leads me to believe they would not refuse to meet with ns. 

Q. But your organization, then, has never met any of the members of the Read¬ 
ing road to consult, with them as to whether they would recognize organized labor 
or not?—A. No; they have never given us an opportunity to explain the attitude 
of our organization to them, and I believe that if the officials of the Philadelphia 
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and Reading had a better understanding of organized labor they would not oppose 
it so strongly. 

Q. I asked these questions because I think their attitude is quite unusual, and it 
occurred to me to ask you the questions to know whether you had exhausted every 
means at your command to ascertain whether they had absolutely and flatly refused 
to treat with your organization.—A. Well, we know that it is their policy in days 
gone by, and the same general superintendent is connected with the road, and the 
dismissal of these men and his refusal to meet with the committee leads us to believe 
that it is his policy. 

Q. Was it not true generally with a great many private industries 10 or 15 years 
ago that they refused to treat with organized labor, and that since that time organ¬ 
ized labor has become quite generally recognized throughout the country?—A. Yes; 
that has been our experience. Even 5 years ago the Brotherhood of Railway Train¬ 
men did not stand as high with the railway managers as it does at the present time, 
because they misunderstood tho objects of the organization and its intentions, but 
after they have become familiar with its maunor of working they know that the 
organization is conservative; it counsels its members to be conservative and take 
into consideration all things that indirectly interest the railroad properties. I 
might say, as the best evidence of this being true, that when depression struck this 
country some years ago, in 1893, the railroad men throughout the country and our 
organization submitted to reduction after reduction in wagos for stated times 
until business revived and the railroad companies were in a position to resume pay¬ 
ing their regular rates. There were no strikes and no conflict. During the depres¬ 
sion we wore willing as an organization, we were willing as employees, to help tho 
railroad management bear the burden. 

ty. Is it tho fact that where a man belongs to organized labor, is a member of a 
lodge in good standing, it is a guaranty that they are getting a good man when 
they employ him; that he is known by his fellows in his lodge as being worthy of 
employment by tho company; he stands well socially; that lie is an honest man? 
It is sort of a guaranty that a man is a good man if ho belongs to your organiza¬ 
tion. Is it not possible if a committee of 3 or 4 of your national organization were 
to go to the president and general manager and vice-president of the Reading Com¬ 
pany you could settle this matter without bringing it to the attention of the com¬ 
mission?—A. Well, if we thought so we would not be here to-day. 

Q. Exactly; hut you say you have not tried it, that is all.—A. Well, when their 
own employees can not approach thorn, can not get an audience with tho general 
superintendent, l would like to know what hopes an outsider would have of approach¬ 
ing u higher o Hi cor of that company. 

(J. The approach is made by the members of the national order, and it would be a 
matter probably of greater importance to them to meet tho national members of your 
order than it would he to meet 3 or i or 5 of the employees.—A. I am here to say to 
you, Mr. Chairman, that we will ne\er as officers of an organization approach the 
Philadelphia and Reading officials, because, as I stated to you and read extracts of 
our constitution, showing you wheuover there is any grievance matter or an employee 
feels that he is unjustly dealt with, those matters must he taken up by a committee 
of his fellows employed on tho same division. That has been done in this case. 

Q. (By Mr. Ratchi’ord.) But l understood you to say earlier in your testimony 
that Mr. Morrissey and one or more of your predecessors approached the company on 
another grievance,and were refused and denied an interview?—A. Yes; themselves 
and a committee of the employees. 1 would like to say that a committee of employees 
in this case had taken up the complaints of the men carefully; the officials refused 
to give them any recognition or any consideration, and I do not believe that they 
would consent to meet those who are entirely out of thoir service- -not employed by 
them 

Q. (By Senator Kyle.) Did theso men say they were a committee representing 
organized labor or the Brotherhood of Railway Trainmen?—A. Yes, they did; they 
st ated they were members of the organization, appointed by the membership of the 
Brotherhood of their respective divisions. 

Q. (By Mr. Kennedy.) lias tho Reading Railroad Company's opposition to organ¬ 
ized labor been so constant through many years that you would not think of such a 
thing as going to thorn in tho interest of the men! Is that ono of the grounds on 
which you have declined to go to them, one of the reasons?—A. Yes; that is one. I 
might state if they were officials that had not opposed the organization beforo we 
might do tho same us we have done with a great many other officials—communicate 
with them and ascertain their attitude; but we know the general superintendent's 
attitude to organizations so well that we believe that it was not necessary to com¬ 
municate with him or any of the other officials. 

Q. (By Representative Otjen.) Did I ntidei stand you to say that when there were 
complaints of any of your members, in order to have those complaints heard they 
must first secure the indorsement of one-half the membership on their division?— A. 
Yes; that is correct. 
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Q. And then it goes to tlie lodge, does it not?- A. Yes. 

Q. And has to be approved by one-half the members of the lodge?—A. Yes. 

Q. And then it goes to the general officers of the association; is that correct?—A. 
No; it goes to the committee representing the employees on that division. 

Q. That is a committee of the membership?—A. A committee of the membership 
employed on that division. 

Q. What is the duty of that committee regarding that then?—A. The committee 
are given absolute power to make a settlement. They meet with the officials to 
explain the matter of working. If the committee finds that there has been an 
unjust grievance placed in their hands, they have the power not to go any further 
in the investigating, or, iu other words, to refer it back— make a report as to tbeir 
finding. 

Q. Bnt if they find that the complaint is well founded, what then?—A. Then they 
proceed to adjust it, meeting with the uroper officers of the railroad. 

(}. In this case was any grievance jmsented to a majority of the membership of 
the division?—A. At Philadelphia, yes. 

Q. At Philadelphia?—A. Yes; there was at Philadelphia. At Shamokiu there was 
not, because I advised them not to. A committee was appointed and the matter was 
taken up with the general superintendent. 

Q. Well, at Philadelphia did the grievance receive the majority of the employees 
of the district—have the approval of the lodge and then go to this committee that 
you speak off—A. Yes; it got as far as the committee. 

Q. And this committee, did they attempt to present the grievance to the railway 
officials?—A. Yes. 

Q. And were refused?—A. Yes; they were refused. 

Q. (By Representative Bell.) That was the official committee?—A. Yes; repre¬ 
senting the Brotherhood—the Brotherhood men employed on that division. 

Q. It was not composed of the men that were discharged at all, but just your offi¬ 
cial committee—standing committee?—A. No; they were not discharged. 

Q. (By Representative Otjen.) They were not discharged?—A. But they were dis¬ 
charged the next day. 

Q. How many?—A. Three. 

(}. Are they still out of the service of the company?—A. Yes; I have no knowledge 
of their going back. I might state that one of them was not discharged; he resigned, 
knowing that he would be discharged, or feeling that he would be discharged. 

Q. (By Mr. Kennedy.) After the other two had been discharged?—A. Before the 
other two had been discharged he resigned. 

Q. (By Senator Kyle. ) And t hese three members of the committee were discharged, 
you think, because they took up the case of these discharged men and attempted to 
present the matter before the officials of the rail road?—A. Yes; that is my opinion, 
and the opinion of all the railroad men in and around Philadelphia. 

Q. (By Representative Otjen.) Then, as a matter of fact, your organization did 
present this grievance, or did attempt to present this grievance, to the railroad offi¬ 
cials officially?—A. Not officially; that is, so far as the general officers of the organ¬ 
ization are concerned. Locally they complied with the laws of the organization 
and presented it. 

Q. Is not this committee part of the organization—part of your official organiza¬ 
tion?—A. Yes; but I do not want to confuse the local committee with the officers of 
our organization. 

Q. That is, what you mean to say is, that the grievance was not presented to the 
railroad by the general officers of the organization?—A. No; it was not. 

Q. (By Representative Livingston.) Was the committee authorized to do it by 
the general officers?—A. No. 

Q. Then it was not official?—A. Yes, it was. It was officially authorized by their 
lodge. 

Q. (By Mr. Ratchford.) They were authorized to do it under your laws—under 
your rules?— A. Yes. 

Q. (By Mr. Kennedy.; Is there any organization known as the Knights of Labor 
along your line—organization of railroad employees?—A. I do not know of a single 
railroad man that belongs to the Knights of Labor to day on any railroad in America. 

Q. There is no conflict, then, between the workingmen belonging to one organiza¬ 
tion and the other on this system ?—A. No; so far as our relations with organizations 
on the Philadelphia and Reading Railroad are concerned, they are of the very 
pleasantest kind 

Q. (ByMr. Ratchford.) Asyouwishtosubstantiatejourclaimsinyourtestimony, 
it might be taken from your testimony, I take it, that you have not presented direct 
proof of your claim. The most direct testimony might lie summed up iu this way: 
That it is the supposition, because of the general hostility of the railroad oompany 
toward your organization in the first place, and in the second place because the men 
who have been discharged have asked for the causes as to why their services were 
dismissed, and the company has refused to give such causes. Now, upon these two 
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grounds it is the claim of your organization that such men were discharged because 
of their connection with a trade union; is that correct!—A. Yob. 

Q. (By Representative Bell.) Your statements awhile ago all show that every 
man discharged belonged to the organization also?—A. Yes; every man that has 
been dismissed has been a member of our organization. 

Q. Now, then, who have their places been filled by, union or nonunion men, as 
far as you know?—A. They ha\e been filled, so far as I know, by nonunion men; 
men who do not belong to the organization, and I know of it personally and had them 
pointed out to me at Shamokin, men who had taken the places of some of these 
men who have been dismissed—men that have uot been in the railway service I 
year; and from their general appearance I would judge they were not experienced 
railroad men. 

Q. There is no probability that any of these railroad men were discharged because 
business had fallen off or anything of that kind?—A. No. 

0. Has there been a man engaged to take the place of every man who was dis¬ 
charged, so far as you know?—A. Yes. I might say, Mr. Chairman, as to the ques¬ 
tion that you asked me awhile ago, if there were any other railroads that refused to 
meet and treat with our organization, it lias come to my mind that there was a gen¬ 
eral manager who refused to meet with our organization on the Pennsylvania lines 
west of Pittsburg—that is, with the officers of our organization. But it is not the 
policy of the Pennsylvania Railroad to refuse men a hearing. That same general 
manager who refused to meet the representatives of the organization spent several 
weeks in conferences with his men relative to pay ami rules to govern men in their 
employment; and 1 believe Mr. McCrca, who is the vice-president of the lines west 
of Pittsburg, has on several occasions, while general manager, met with the repre¬ 
sentatives of these organizations and transacted business with them. 

(Testimony closed.) 

Mr. IIkehnek, counsel for the Philadelphia and Reading Railway Company, states 
that t-lie commission has given this company full opportunity to be heard by wit¬ 
nesses on its behalf on the questions mined by the testimony given bofore the com¬ 
mission at its sessions by the members of the Brotherhood of Railroad Trainmen, 
but that tho company has no testimony to offer on the subject at this time. 

Chas. IIekbnkr. 

March 9, 1900. 


Washington, D. C., May IS, 1901. 

TESTIMONY OF MR. JAMES F. JACKSON, 

Of the Massachusetts Stale Hoard of llailroad Commissioners. 

The Commission met at 10.52 a. m., Vice-Chairman Phillips presiding. At that 
time Mr. James F. Jackson appeared as a witness, and being duly sworn, testified 
as follows: 

(J. (By Mr. Ripley.) Will you state your address, occupation, and other details 
respecting your business, please?—A. My uaine is James F. Jackson; my business 
address is 20 Beacon street, Boston, at the office of the State Board of Railroad Com¬ 
missioners. I have a private office in Fall River, where I reside. My private busi¬ 
ness is that of a lawjer, member of the firm of Jackson, Slade & Borden. 

Q. You may proceed with a general statement respecting tho cost and the develop¬ 
ment of the work of the Massachusetts Railroad Commission.—A. Tho commission 
was founded in 1869. Its duties have been increased from time to time. To-day it 
has a general supervision over all the railroads and the street railways within the 
State. 1 know it is sometimes said that the authority of our commission is purely 
one of au advisory nature. It is, in a large degree, and yet there are two or three 
important features of our work wherein a\o are given mandatory power. Take, for 
example, questions that relate to public safety. In many instances we have abso¬ 
lute control, as in grade crossings of railroads and highways, railroads and railroads, 
and railroads and street railways. If we think there is public need for a grade 
crossing, we grant it. If we do not think there is such public need, we refuse it; 
and that settles the question. 

Take again the matter of safeguards, both from the standpoint of the employees 
and of the traveling public. Very many matters come before our board for approval 
where the question is as to tho construction of some safety appliance, platform gates, 
interlocking or other signal systems, protections of one kind and another. There 
again our power is one of approval, ami the road is obliged to aooept our judgment 
as final. 
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Then, a very important branch of our work is that which relates to the issues of 
stocks and bonds, or, in other words, which has to do with the financial strength of 
railroads and railways—at any rate, as far as the public is concerned, and perhaps 
they are concerned altogether. I think they are. Every issue of stock, the original 
issue, and all increases in the way of additional issues, are made only upon the 
approval of the board after au investigation. That is true in connection with bonds, 
also. So that there are two important features of our work where our power is more 
than merely recommendatory. 

Then there is the work which is purely recommendatory and advisory. This is in 
connection with matters that affect directly the revenues—questions of rates, pas 
senger rates, freight rates. There we investigate in all instances, and after forming 
our conclusions wo make a report. The companies are not bound by law to follow 
the recommendations contained in that report or to heed our opinions. It is a ques¬ 
tion whether they will or not. As a matter of fact, during the history of the hoard 
I think 1 am safe in saying that it has only been in exceptional instances that either 
the public on the one side or the railroad corporation or street-railway corporation 
on the other lias disregarded the views of tho board or its recommendations. Per¬ 
haps 1 ought to limit that to recommendations, because there are matters, as you 
will appreciate, Mr. Chairman, whore a board may desire to look into a matter and 
to suggest something that is not, in the opinion of the members of tho board, neces¬ 
sary to immediately carry out—something it is looking forward to. For example, 
whether it is better to have certain colors to indicate safety and peril and caution. 
We has o made in the past a recommendation upon that point, but it was made in 
terms understood to be simply a suggestion, and some of the railroads have adopted 
it and some have not. It followed a test. It was an interesting point, but the pur¬ 
pose of the commission was distinctly not to say to the railroads in that case, “ It is 
necessary for you to think as we do about it." 

Now, on part of the railroads, I hardly know of an instance where a recommenda¬ 
tion of tho- board that they do one thing or another has been disregarded. On the 
part of tho public, in a few instances, there lias been some appeal to the legislature 
and some legislation. There are verj lew instances, and I think it is only fair to 
say that tho railroads have not been defeicntial to our views merely because our 
views aro their views. Take, for instance, the last year and a half, which is 
the extent of my personal acquaintance with these matters. We have passed on 
questions of rate, questions involving the removal of stations, tho building of new 
stations, change in train service, and a variety of other matters overruling the 
contention of the railroad, and m every case they have conformed to our recom¬ 
mendations. In our last annual report, after investigating tho question of passen¬ 
ger rates, we recommended the introduction of the bOO-milo mileage book at 2 cents 
a mile, and the railroads have adopted it. This was proved to bo a reduction in 
revenue, theso books taking the place of sales of single tiekots. I think it is a fact, 
that tho railroads feel that a board made up as ours is, three members, one acquainted 
by actual experience with the needs and conditions of the business community, 
familiar witli all questions that affect trade aud commercial interests; a second mem¬ 
ber familiar by experience with railroad construction and railroad operation; aud a 
third member of sufficient legal ability to take care of the legal questions—the rail¬ 
roads feel that this board, made up in that way, has proved to be thus far a valuable 
aid rather than hindrance in their work. It may ho dangerous for me to say what 
the railroads think of us. I do not want to carry that idea too far, but as far as the 
following out of recommendations is concerned, they have certainly done it. Mat¬ 
ters aro referred to ns continually by the legislature. An instance of that sort, was 
the investigation as to tho safety of the use of vestibules on street cars. We were 
asked by the legislature a year ago last winter to investigate that. We did so, and 
made a report. 

Q. (By Mr. Litchman.J Will you give just a brief outline ns to the nature of that 
report?—A. The statute itself took in hand a part of the subject. The statute made 
it mandatory upon all street railways outside of Boston to have vestibules on the 
cars during certain winter months for tho protection of the motormen and conduct¬ 
ors. There was a very serious contention on the part of the Boston Elevated Rail¬ 
way Company, which controls all the street railway traffic of Boston, that vestibules 
were dangerous in some of the narrow streets of Boston where the people were con¬ 
tinually crossing, and making transportation something that must he guarded by 
the utmost care. The railway company claimed that the addition of tho vestibule 
shut off the view and interfered with sounds to such an extent that motormen could 
not bring their cars to a stop with the promptness that they could if they were 
upon an open platform. The legislature referred to us one question. That was, 
whether it was consistent, with safety that the company use vestibules. We had 
several public hearings, and made inquiries all over the United States and Canada, 
and, as a result, we felt they could he used with safety under proper conditions. As 
a result, tho Boston Railway Company must equip its cars within a certain number 
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of years with vestibules, but in order that there might bo no serious injury dono wo 
made it experimental, by interpreting the statute, as we thought we might under 
the circumstances. They are to tost the vestibule in the most difficult places first, 
so that if we are wrong in our opinion we may recall our recommendation. We feel 
very positive about the matter, but at the same time boliove the question of public 
safety of the greatest importance. 

Q. (By Mr. Fauquiiar.) What is this contemplated vestibule, a closed vestibule 
or a half vestibule?—A. The closed. It has doors which are to be opened at certain 
timos. The design has not yet been perfected, but the idea is to have them as largely 
as possible of glass, so that the sight will be obstructed but very little. Then again 
they are to bo so arranged that these glass windows will drop down and the motorman 
can* see out if he wants to. We feel that the vestibule is safe in Boston. 

Another instanco of a special report was that upon the contribution of street rail¬ 
way companies to the abolition of grade crossings. In our State there has been 
undertaken a very important work of abolishing grade crossings, and under a statute 
passed in 1890 the State contributes a eeitain proportion, the railroads a certain 
proportion, and the city or town a certain proportion to the expense. The State 
and city or town is limited to 85 per cent of the cost, and the railroad hears 
the other 05 per cent. It has often been contended that street railways ought to 
hear a part of the expense. Wo made a special investigation into that matter, and 
reported that in our judgment it was fair that they should. The legislature is at 
work now on a bill. 

Q. (By Mr. Litchman.) That is where tho street railway and the railroad crosses, 
is it not?—A. Yes. It is where there is a grade crossing of the highway and rail¬ 
road and the street railway, either has a location or is to get one immediately. 

Q. (By Mr. Kiplky.) You may speak, il yon please, of the policy of the board in 
respect to capitalization.—A. It is one of restriction, on the theory that if is right 
that the people who furnish the income to the stockholders in the way ot rates should 
pay it only upon actual expenditure—the actual cost, fair cost, of these enterprises. 
Under the laws which were passed recently (some of the most important of them in 
1894) we look into tho issue of capital stock and of bonds, hirst, the statute 
describes the purposes in a general way, for which stock and bonds may be issued. 
Thou the hoard has to decide whether the particular purposes of the company fairly 
fall within (lie general purposes as described within the statute. Secondly, we have to 
decide the amount which is fairly required for that purpose. If a street railway 
desires to equip its road we have some skilled expert inform us as far as we are not 
informed of the cost. They may issue stock for this to the amount which we decide is 
leqnisito. If they are to build a road, we luueaii expert engineer examine into the 
cost of the consti action, and wo allow them to issue stock to tho extent that is noc- 
essary to pay that cost. They may have to buy real estate for one or another essen¬ 
tial purpose. There again wo determine the actual fair valuo to be paid for that 
real estate. 

q. Do you have any authority to examine the books of tho company—any powers 
respecting auditing?—A. Oh, yes; the hooks of all railroad companies and railway 
companies are open to our inspection at any time. They make annual reports to the 
board, and those reports are presented to an expert accountant who is in our employ, 
who compiles the figures and makes out the tables. 

Q. (By Mr. Fakqitiah.) How many different companies operate surface roads in 
Boston?—A. There used to bo a great many companies, but now they are all in one 
company, the Boston Elevated Railway Company. It leased these several companies. 
Tho Boston Elevated has nearly completed a new enterprise in the way of an over¬ 
head railroad—elevated railroad. It has leased the entire West End system, and is 
operating it to day. 

q, Are there any separate suburban companies that make Boston their terminal 
which are owned independent of this elevated company?—A. There is the Ljnu 
and Boston .Street Railway that runs into Boston upon the tracks of this West End 
system, Boston Elovntod, Lessee. Aside from that I think of no other. 

Q. (By Mr. Litchman.) Don’t tho Newton cars run to Boston?— No; their system 
(ouches, hut does not enter on the Boston Elevated. 

Q. There are no cars running from Boston to Nowton?—A. Oh, yes; but the rail¬ 
road company—Boston Elevated—operates such cars as come in over its own system 
as it docs its own cars. 

Q. The Lynn and Boston secures tho use of the Elevated outside Charlestown, or 
do they use both ?—A. They simply run into the subway, into the city, over the Boston 
Elevated system through Charlestown. 

Q. I would ask whether they use the elevated track or the surface track.—A. 
They use the surface track. 

Q. Might it not be well either hero or some point in the testimony to give a brief 
resume of the problems solved or attempted to he solvod by the combination sub¬ 
way, street traffic, and olevated traffio of the Boston Elevated Railroad?—A. I 
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would be very glad to furnish anything I could of value, hut that belongs to history 
which antedates my time, and I could not now say to what extent i could furnish 
the information. 

Q. I will ask one or two questions, and then it may develop what I have in mind. 
How many distinct systems of street-railway traffic have you in Boston?—A. You 
mean by system methods of operation? 

Q. Yes.—A. There is only one to-day; two, if you count the subway—subway and 
surface—and there will be the elevated very soon. 

(J. Within a few weeks?—A. Yes, I presume so. 

Q. The elevated system goes from one side of Boston at one extreme and passes 
through the congested part of the city to the other end of the city, does it not?— 
A. Yes. 

Q. And tho subway is in the congested district itself?—A. Yes. 

Q. And the surface roads are in both suburban and congested districts?—A. Yes. 

Q. And yet they interchange from subway—that is the intention?—A. The whole 
is intended to work together. There is a great deal of interest in Boston to-day in 
the efforts to be made in the. future to relieve congested traffic. There are different 
plans now before the legislature. I noticed in the paper this morning that a new 
suggestion had beon made by the prominent officials of the Boston Elevated Railway 
with reference to a new subway. 

Q. Is the general opinion in Boston that the subway is a success?—A. 1 think it is. 

<^. Do you think from the records of the office, Mr. Jackson, that a history of the 
transformation of the traffic could be given as supplementary ?—A. I would be glad 
to look into it. 

Q. (By Mr. Ripley.) Aro stock dividends permitted at all?—A. Stock and scrip 
dividends are prohibited by statute. 

Q. How far do you examine periodically the books of the railroad and street rail¬ 
road companies further than to receive reports?—A. Wo examine their annual 
reports, which are made upon a prescribed system, and then from time to time upon 
request they furnish us with the facts and figures that are set out in their books. 
We do not make personal examination of these books as an auditor would. 

Q. (By Mr. Phillips.) Have yon a right to do that?—A. Well, the statute reads 
that they should be open to our inspection at any time. 

Q. (By Mr. Ripley.) But it has not been your policy, then, regularly to audit 
those books?—A. It has never been the practice of the board. 

Q. Do you make any distinction between bonds and stock in fixing the amount of 
capitalization?—A. Yes. There is a statutory distinction and there are distinctions 
in practice. That the bonds must be not in excess of the capital stock is one 
requirement. Then, although the statute says that stock and bonds may be issued 
for the purpose of building a road, for example, or of extension, or of equipping it, 
in practice we never issue bonds until tho enterprise has reached the stage of com¬ 
pletion. I think that pi actice has been adopted within the last year and a half. The 
statute requires that before approving the issue of mortgage bonds the board shall 
examine the assets and liabilities of the railway or railroad, and shall determine that 
the value of the property for railway purposos or railroad purposes, and exclusive 
of any value for franchise, shall be at least equal to the amount of the outstanding 
capital and indebtedness. 

Q. In such a case as that, do you take account of tho value of the terminals? The 
statement has been made several times before this commission that the increase in 
the value of many railroad stocks is not due to the increase in the value of the road 
as a railroad, but rather to the value of the terminals. Do you make any such dis¬ 
tinction?—A. We do not. 

Q. Does your control extend merely over corporations, or over all enterprises 
which have to do with transportation whether incorporated or not?—A. It is lim¬ 
ited practically to the incorporated companies. 

Q. Do yon find any disposition in Massachusetts to evado the control of the com¬ 
mission by organizing in other ways? I refer, for example, to the Massachusetts 
electric companies.—A. So far as we know there has not been manifested any dispo¬ 
sition to do it. During the past year we have looked into the issues of stock ami 
bonds, consolidations, and leases by companies in which the Massachusetts Electrics, 
so called, own the stock. We pay no attention whatever to tho fact that the Massa¬ 
chusetts Electrics own the stock. We deal wholly with the company, its standing. 
If it has a purpose which is legitimate, and desires stock and bonds which are no 
more than requisite, we approve, and it makes no difference to ns as to who owns 
the stock. We had a case last year which we always felt was an interesting case. 
It concerned the Lynn and Boston Railroad, and involved an issue of stock. The 
previous history of that railroad had beeu somewhat unusual. The Massachusetts 
Electrics own the stock. 

Q. Yon may explain the organization of the Massachusetts electric companies 
in the fast instance.—A. The Massachusetts Electrics, to reply specitically to that 



J. F. JACKSON:—MA8SACHUSETTS ELECTRIC COMPANIES. 845 


question, is an unincorporated association which owns stocks in certain street-rail¬ 
way corporations. These stocks stand in the names of certain persons as trustees. 
Under the agreement upon which this association is founded the trustees, who are 
15 in number, practically exercise the ordinary duties of a hoard of directors of an 
investment corporation. They declare dividends and vote the stocks in the corpo¬ 
rate meetings of the several street-railway companies. The association issues pre¬ 
ferred and common shares, and has a so-called capital stock. It would bo natural 
that in the payment of dividends upon these association. shares an eftort would be 
made to equalize things and make tho prosperous companies in which they own help 
out tho weaker companies. To do this there might be a temptation toward 
improper management in connection with a particular company or companies in 
which they have control; but, on the other hand, no issue ot stock can be made in 
any of these companies without tho approval of tho board and upon proot that the 
railway property is worth, without reference to Iran chi so value, an apioun t equal to 
the outstanding debt and capital stock. The hoard in determining this pays no 
attention whatever to the ownership of the stock or the dividends which the asso¬ 
ciation may desire to pay to the holders of its certificates. In other words, tho 
financial interests or affairs of this association receive no consideration whatever 
from tins hoard. 

Q. (By Mr. Phillips.) Does not this company violate the spirit of the law!— A. 
Well, it is contended so. 1 do not believe in such organizations. 

Q. Their legality has never been tested?—A. I am inclined t.o think that they arc 
legal. It is done in connection with real-estate interests. One objection, to my 
mind, is that it gi\ es a falso impression to in\ ostors who are used to dealing in stocks 
and bonds and who, as to Massachusetts railway stocks and bonds, have a common 
impression that they are passed upon by our hoard. I do not know that many peo¬ 
ple. are deceived. It is claimed by the “Massachusetts Electric Companies” that 
nobody is deceived. Perhaps that is true, but, in my judgment, it is not desirable 
to have this condition of things exist. 

Q. (By Mr. Pitchman.) What is tlie legal responsibility of the managers of that 
company?—A. They have a legal title to the stock and control the management of 
the street-railway corporations in which they own by voting the stock. 

Q. I mean, in this Massachusetts Electric Company, what personal or legal respon¬ 
sibility is thoro to the stockholders or owneis of shares of that company f—A. 1 do 
not know exactly. I am not familiar enough with their methods or their articles ot 
agi cement. 

Q. (By Mr. Faiuiuhar.) Are these certificates issued by the directorate of the 
Electrics?— Of that association; 1 understand so. Their property is held by 
trustees. 

Q. Is tho directorate of the Electrics the trustee of the stock?—A. It is my very 
strong impression that the trustees him* the entire control. They ha\e tho legal 
title to tho stocks, and they manage them and act as a directorate. Von see, that 
organization does not come before us, and 1 have to give you what is rather an 
impression than any knowledge officially. 

Q. (By Mr. Ripj.ky.) What is the relation between the aggregate amount of these 
trustees*certificates and the capitalization of all the companies which they control— 
is it greater?—A. I think that there is a watered condition— a difference between 
the original investment and tho present amount of what they call their outstanding 
capital. There is something more than tho actual investment value. 

Q. Is there considerable mole? Have you any idea of tho relative amount?—A. 
bo; I could not give you definite information. 

Q. Is there any difference in principle between this organization of all the street 
railways of Massachusetts and the organization of the steel industries in the United 
States steel corporation, so far as you know?—A. I do not think my opinion on that 
would he worth anything. 

Q. (By Mr. Farquhar.) 1 would like to ask you if you have any restrictive stat- 
natory legislation there on stock issues now?—A. Yes. 

Q. Is there any part, of your statute that covers the expression “certificates of 
stock” as representing property so that the word “certificates” could bo covered, 
whatever form stock or its equivalent may take?—A. I think not. 

Q. I am hinting now towards the decision in the Standard Oil case and the Amer¬ 
ican Sugar Refining Company, where the trusteeships had the authority to take up 
the stock and issue certificates of stock, apparently.—A. I am not familiar enough 
with the proposition that you have in mind to point out differences. 

Q. You would seem to suggest the possibility of this Electrics Company being 
able by law to issue certificates, and these certificates are probably stock, so .your 
statute in the State does not regulate to prevent it.—A. They are not. certificates of 
stock. Strictly speaking, the association has no stock. The Massachusetts Electrics 
have no shares known to tho laws which cover the issuing of stock and limit the 
purposes for which it may be issued, 
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Q. (By Mr. Clarke.) Does the commissioner of corporations of tho Common¬ 
wealth have to pass upon the ownership of certificates in the voluntary associa¬ 
tion?—A. My understanding is, ho does not. 

Q. (By Mr. Litchman.) What enforces the recommendations of tho railroad com¬ 
mission of Massachusetts?—A. The recommendations are enforced, I think, through 
the feeling that the subject-matter is carefully investigated and that tho attempt is 
made by 3 persons, who represent both sides—represent tho public on tho ono side 
and the private stockholder on the other—to reach a just conclusion, aided by tho 
feeling that unless such an error, such a mistake in connection with their recommen¬ 
dations can be found as to warrant an appeal to tho legislature to have it cured, it 
is practically final. 

Q. (By Mr. Ripley.) Have you ever had any case go to the courts?—A. Never 
had anything of that sort. 

Q. (By Mr. Phillips.) How does this company pay dividends when you have 
restricted tho other companies not to pay over 6per cent?—A. They have to pay out 
of what they get from the other companies. 

Q. If I understood you properly they were not to pay over 6 per cent, and the bal¬ 
ance would go into betterment?—A. That is the Lynn and Boston, one of those that 
tho Massachusetts Electrics owns. 

Q. (By Mr. Ripley.) How many do they own? What territory do they cover?— 
A. They are very largely in eastern and southeast^ n Massachusetts. They cover 
the whole part—nearly the whole of that territory—the eastern part of Massachu¬ 
setts, running from tho northern part of the State down to the south. 

Q. (By Mr. Litchman.) Now, would it be fair to say that your recommendations 
are respected and obeyed by the corporations because they are sustained by public 
senfiment of Massachusetts?—A. I think that has a great deal to do with it. 

CJ. Has it not been the experience of Massachusetts, so far as your knowledge goes, 
that tho public sentiment of Massachusetts has sustained recommendations .ade by 
tho railroad commission?—A. Every time that we made a recommendation against 
the railroad, that has been true, and there have been a great many of those, as the 
record will show. This last which made them introduce 500 mile mileage books was 
approved. When we have made a recommendation in support of the contention of 
the railroad, I suppose that here and there there is criticism, but 1 havo not within 
a year and a half known of very much. To illustrate, tho legislature asked that wo 
look into the question of passenger fares, and we considered first suburban fares. 
The city of Boston is peculiar in respect to its suburban business. It has a very 
largo traffic to and from Boston, anil these fares are generally admitted to be very 
low. Perhaps they ought to be very low on account of the heavy traffic, and yet 
there is a constant strife here anil there for lower fares. There was a request for a 
12-trip ticket on all the roads. The board, I think, does not bcliovo in establishing 
by legislation maximum rates of fares, but in leaving tho railroads to handle their 
rates as a busiuoss matter, and then in individual eases correct them if they are 
unreasonable. We felt that the suburban fares were as low as they should be. 
Therefore we said upon investigation, and gave the figures for our reasons, that we 
felt it would work a reduction of the revenue of the railroads which would ho 
unreasonable, in view of the very active competition of the street railways around 
Boston, and in viow of tho fact that the suburban business on tho railroads near 
Boston was then on a decline rather than on an increase. Well, the legislature, 
instead of overruling that conclusion, took an intermediate step. There was then 
in use a 50-trip ticket. These people wanted a 12-trip ticket, which wo refused to 
recommend, and the legislature passed a law for a 25-trip ticket. I he essential 
thing is that the prosperity of the company shall not bo interforiod with, and that 
there he a very careful inquiry on the part of the men who are trying to get at the 
exact facts without bias, and then if they are wrong (and no man is infallible, and 
no board is,) the railroad on the one hand, or tho people on the other hand havo a right 
to appeal to tho legislature. I think the strength of tho Massachusetts system is 
shown in the fact that there has been so little of that appeal. 

Q. In almost every case where that appeal has been made, the legislature lias sus¬ 
tained the findings of the hoard, has it not?—A. Yes; it has been generally true. 
1 hud in my mind the impression that last winter, owing to the peculiar interest in 
the Boston and Albany and the New York Central, tho Fitchburg and the Boston and 
Maine leases, they worked through the legislature .against our recommendation an 
insignificant measure, but I do not recall the statute. 

Q. It has been claimed, I think before this commission, that there was some dis¬ 
crimination in the handling of freight in East Boston by the Union Freight Rail¬ 
way, as it is called. Do you know anything about that?—A. No such claim has yet 
come before our board. I would say on the subject of freight rates that we have 
pending three cases, one the coal rate in Brockton, Mass., a thriving place that lias 
grow r n rapidly for the last 25 years, and another case involving rates on lumber. 
Who owned the Union Freight Rail way?—A. Ido not know. 
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Q. As far as you-know thero is no discrimination in the handling of cases from one 
road to another or from one shipper to another?—A. As far as I know, no. Our 
hoard has to do continually with individual cases, and in this way, as you will 
appreciate, we have worked out general propositions that will apply to other cases. 
Last year we had over 300 matters, involving hearings almost every day, so that wo 
are constantly coming iu contact with the railroad on one side and the people on the 
other. 

Q. (By Mr. Ripley.) Do you have the power to fix the price of stock in casos of 
purchase?—A. Yes; and on that question there lias been a great deal of discussion, 
if the issue of stock is authorized and the purpose is proper and the amount is a 
proper amount, the law compels us to fix a value at which it shall lie offered to the 
original stockholders. If the capital stock was originally $100,000, and the road has 
improved and been prosperous and the stock has gone up to, say, twice its original 
value, wc have to fix the value accordingly at which it shall he offered to the stock¬ 
holders. That leaves a capital composed of two parts, based upon different condi¬ 
tions. The original amount paid iu has the par value of $100 a share. The new stock 
is paid iu at twice that rate, so tin' total investment in tho railway property is differ¬ 
ent from the total authorized capital. Now, it is contended that when questions 
afloctiug revenues come up, there is difficulty in dealing with those stockholders 
fail ly and equitably. The company pays the same rate of dividend to each on each 
share when a man has paid perhaps $i00 for one share and $200 for another, or one 
man has paid $10(1 and another man has paid $200—not paid into each other’s pocket 
as in the market sale of stocks but into the enterprise. Up to the present time it 
has not been a matter of any essential trouble to us, hut it is argued that it may he; 
that the time may come that it would have been bettor to have had all the capital 
paid in at par value and represent the actual investment in public enterprises. 1 
believe there is force in the suggestion, hut at the same time my acquaintance with 
these problems lias only been of about a year and a half. 

Q. Has an\ effect of the lenses of the Boston and Albany to the Now York Central 
or the Fitchburg to the Boston and Maine been observed either in rates or in service 
up to I he present time?—A. 1 think it is a littlo too early to discover any effects in 
one way or tno other. 

Q. What dangers or difficulties, if any, are to he apprehended so far as the port 
of Boston or tho industries of Massachusetts are concerned?—A. I have always 
assumed that it was generally to the public advantage, and that the port of Boston 
would benefit from the consolidations. It was understood that was the feeling of 
those that ad \ oca ted it. The result of tho lease of the Boston and Albany to the New 
York Central has boen seen to this extont, that under tho statute they have taken 
preliminary steps to issue stocks and put in more capital for terminals. 

Q. What will that mean as to the development of terminal facilities in Boston?— 
A. It must mean a groat improvement. 

(J>. Do the terms of the loaso prescribed by the legislature require that action on 
their part?--A. \cs. 

Q. What things are included in either of those leases, eithor in tho matter of rates 
or otherwise?—A. The operation of the road and the maintenance of tho road is just 
as fully under the supervision of the hoard as before, and the State’s right to pur¬ 
chase it (if it ever secs fit) is still retained. 

Q. There is no possible evasion of responsibility by tho hoard in any respect by 
tlioso leases?—A. I see none whatever. 

Q. Will there ho any effect in rates or otherwise in the absorption of the Massa¬ 
chusetts Central Railroad? Has that ahsorpf ion taken place yet?—A. I suppose that 
the control has passed. 

Q. Were you called upon to fix tho price of the stock?—A. Yes. 

Q. Will you explain what your policy has been, or ou what principle you proceed, 
in fixing the price of stock to he purchased by another road?—A. In this particular 
case we were asked to fix, not the value, but the purchase price which the Boston 
and Maine ought to pay, and in doing it we considered the value of the property 
aud the histoiy of the property. Thero had been a,practical agreement between 
the owners of the preferred stock and the Boston and Maine, and we therefore said, 
“As \ou have agreed on that, we will not disturb the agreement. It is a trade 
between^ on two.” Of course thero were some who claimed that they ought to he 
paid more, hut we felt that was substantially a matter of bargain, and there was no 
reason m the public interest to prevent our approving it. The common stock meant 
practically the balance of the purchase price of the property, aud we looked into 
the structural value of the railroad, what it originally cost, what it would cost 
to-day, and then wo looked into tho value of the property for railroad purposes, and 
we felt that it was a very valuable piece of property. 

Q. (By Mr. Phillips.) Dili you take into consideration the franchises?—A. We 
did not have to go so far as that. We felt the fair value of that railroad property 
to the Boston and Maine for railroad purposes, outside of the franchise, was at least 

16a-54 
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,■16 ranch as ire asked them to pay by fixing the price of the common stock at 21 . 
file Boston and Maine suggested 15, but we found 21. 

Q. (By Mr. Ripley.) lias this policy of strict financial control worked well nu 
the whole in Massachusetts t—A. I think it has. 

Q, And there is no disposition at present observable oil the part of the legislature 
or the people to repeal itf—A. On the contrary, I think tho feeling in its favor 
lias grown strongor ami stronger. Men who come before me aud discuss the ques¬ 
tion, lawyers who were formerly opposed to it, admit that the security of railway 
stocks has been affected for the benefit of the railways and tho bonolitof tho poople. 
The board does not undertake to guarantee tho success of the enterprise. We say, 

“ You have got your railway. Whether you will be able to earn anything out of it 
is for business men to determine. The capital has been properly invested in rail¬ 
way property.’’ 

q. Do you, as a matter of policy, protect the railroads against undue competition 
by paralleling, or in anv way?—A. There is a statute that provides that in case of 
any n*nv railroad enterprise the board shall pass on the propriety of it. The 
street railway development is a matter of recent growth, aud tho proposition is 
before the legislature to give us the same authority. Within a week, however, a 
hill which contains that provision was amended by striking out that part of it. 
There is another bill be foie the committee on street railways which has the provi¬ 
sion in it that we should pass on the propriety of any new street-railway enterprise 
in the same way that we would pass on tho propriety of a new railroad. 

(J. Do you see any objection or any practical difficulty, other than in securing tho 
legislation, in the way of extending the powers of the Interstate Commerce Commis¬ 
sion in a way similar to that you havo prescribed in Massachusettsf—A. I am 
strongly prejudiced in favor of the theory that has boon at woik in Massachusetts, 
and I do not personally see any reason why such a theory of supervision could not 
bo extended to the national hoard. 1 understand that is not what they want. They 
want to make rates. Wo think that is not desirablo. I do not want to pass on the 
conditions that exist, outside of Massachusetts. From our experience we believe in 
our jiowei of recommendation aud advice. 

Q. Tho difference between the |>roposed policy of the Interstate Commerce Com¬ 
mission and that of Massachusetts is that you exercise very little jurisdiction over 
rates, hut a strict control over the capitalization?—A. No; I would not want to 
admit that, because I think we exorcise a very material ml!nonce over rates. 

Q. Not bj presciibing them in advance!—A. Only through our power of iccoiii- 
mondation; not. fixing anv rates, but supervising rates in individual instances. 
There have been cases of that kind already decided and there will he of liens where 1 
have no question whatever hut the rates will be changed. We ha\e brought about 
changes in thestieet railway and in railroad rates within a \oar, and then* will ho 
more within another year. 

(J. Your control is to a considerable degroe exercised through your power to jiass 
on general matters of finance as well as upon the making of ratesf—A. I think our 
control over the financial question does strengthen us in other questions. 

q>. (B> Mr. Phillips.) Ifn\e yon am thing to volunteer, in jour own way, that 
has not been covered by questions?—A. I have not. 1 would he glad to furnish any¬ 
thing that can gi\e aid to the commission ,< am time. 

(Testimony closed.) 


Washington, 1). ('., Mays, 1001. 

TESTIMONY OF MR. CHARLES D. GRIFFITH, 

lleprenentativc of the Denver Chamber of Commerce. 

The commission met pursuant to recess at 2.10 p. m., Vice-Chairman Phillips jiro- 
siding. At that time Mr. Charles D. Griffith, of Denver, Colo., representative of the 
Denver Chamber of Commerce and Hoard of Trade, was introduced as a witness, 
and, being duly sworn, testilied as follows: 

Q. (By Mr. Ripley.) Will you state, your occupation aud vonr relation to the cham¬ 
ber of commerce?—A. I am m the wholesale boot and shoe business, aud a director 
of the chamber of commerce. 

Q. Do you appear officially to represent them?—A. Yes. (Producing letter and 
handing to chairman. < 

<*Tiik United States Industrial Commission, Washington, D. C. 

“Gentlemen: This is to certify that Mr. Charles I). Griffith has been appointed 
to represent the Denver Chamber of Commerce and Board of Trade before your com¬ 
mission as a witness concerning transportation topics. 

“ Respectfully, 

“The Denver Chamber of Commerce and Board of Trade. 

“By Arthur Williams, Sewctarij” 
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Q. Have yon any general statement to make!—A. There is a general statement 
prepared by tko froiglit committee of the bureau that I might read. 

(Heading:) 

“CONDITIONS AT DENVER. 

“That Denver is what she is, is by virtue of the diversiiied mineral resources for 
which the State in which she is located is noted, and by virtue of her own inherent 
qualities, her superior climatic conditions, pure air and abundant sunshine, and not 
by reason of any substantial recognition and assistance on the part of tho transpor¬ 
tation companies. That her population now numbers, according to the census of 
1901, 133.859, is a continual source of surprise to her citizens, iu view of the manner 
in which her commercial development has been handicapped by reason of restrictions 
imposed by the transportation companies and by reason of the limited population 
of the Rockv Mountain region. 

“ (Geographically her location from a commercial standpoint is somewhat unfortu¬ 
nate. Denver has never enjoyed a basis of distributive rates on either cast or west 
bound business originating here that would enable her to compete with the Mis¬ 
souri River cities and points east on the one hand, or with Pacific terminal points 
with California products on the other hand. On tho contrary, she has always been 
away station, so far as general rate making is concerned, in territory west of the 
Missouri River. To-day, as for many years past, tho Missouri River is substantially 
the base line of rates to and from all points east of the meridian on which that river 
is locatod. From Denver west distributive rates in effect are the results of combi¬ 
nations and concessions made from time to time and of character entirely local, not 
governed by any well-detinod law. 

“ Denver claims, and wo think justly so, that her merchants and manufacturers 
should leach all points \\ est on the same competitive basis that those points are now 
supplied from Eastern trado contois. We believe that there is one general pnuciplo 
that should govern in placing Denver in this position, i. e., the removal of the pres¬ 
ent base line upon which Western rates are built, from tho Missouri River to a north 
and south line passing through Denver and Cheyenne on the north and Colorado 
Springs, I’tieblo, and Trinidad on the south. By such recognition only will mercan¬ 
tile and manufacturing into rests located on this meridian bo placed upon the same 
commeicial footing as Missouri River cities. 

“In a few words, the rate situation as applying to business outward bound from 
Denver is about as follows: The rates to Wyoming points are of an arbitrary char¬ 
acter, dictated and controlled by the Union Pacific Railroad, and so adjusted ns to 
throw the greater volume of business to the Missouri River and farther Eastern cen¬ 
ters. Tho Utah and Montana rates are based upon the Missouri River ratos, and arc 
quite uniformly 80 per cent of that late, a sufficiently high percentage to quite 
effectually deter Denver merchants and manufacturers from invading that territory. 
The Utah rate is also based upon the Missoni 1 River rate and amounts on class froiglit 
to about 70 per cent of that rate, a sufficiently high percentage also to prevent any 
considerable business originating at Denver. 

“The New Mexico into is in the main an arbitrary, blanket rate, quite fairly con¬ 
ceded to Denver merchants by the railway lines distributing in that. Territory. In 
the State of Colorado alone are Denver merchants allowed to distribute their prod¬ 
ucts on precisely tho same basis as governs Eastern competitive business. Wo 
therefore maintain that the only equitable basis would be as a result of the entire 
readjustment of rates west of Denver, based upon a north and south line through 
Denver. 

“Again, Denver and Colorado commou points arc greatly handicapped by reason 
of the limited number of commodity rates into and out of these points. Colorado 
common points have to their credit about 195 commodities from the Atlantic sea¬ 
board. Utah has a list of commodities varying from 300 to 350. Montana and tho 
Pacific coast States have a list of something like 1,136 commodities from the Mis¬ 
souri River. By comparison the number accorded Colorado common points is dis¬ 
criminatingly small. In comparison with Pacific coast terminal points Colorado 
common points aie not to be considered. These rates occupy a class b'y themselves 
and are substantially the same from Colorado common points east and west bound 
as they are from the Missouri River, although the mileage from Colorado common 
points is approximately one-third less. 

“ UNIFORM CLASSIFICATION. 

“It is our opinion that the adoption of a uniform classification would be alike 
beneficial to transportation companies and shippers. It would certainly simplify 
the present system of billing and make more economical this particular class of 
work on the one hand, aud eliminate much occasion for complaint and annoyance on 
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the other, and at the same time would tend to equalize and prevent discriminations 
which can not but exist under the present system. We believe that shippers in 
general would greatly welcome the advent of a universal classification extending 
from seaboard to seaboard. 

“consolidation. 

“ One of the greatest evils with which a commercial and manufacturing commu¬ 
nity has to deal is the instability of rates. Hate cutting, either open or secret, is 
reeogni/ed as demoralizing and injurious. To a great extent railway consolidation 
is a corrective. I'niform and stable rates into this territory would work relief and 
hoof benefit, and such relief and benefit would bo further enhanced if, ly leason 
of such stability and uniformity of rates, a reasonable reduction would follow, as 
should he expected. Colorado would greatly deprecate through consolidation any 
attempt to cut oil' the Fort Worth gatoway, which constitutes at present a valuable 
check and safeguard over the all-rail linos. 

“ Piesent traffic conditions into Colorado on raw material haie much to do with 
the mutoriul prosperity of the State. The difference between the raw material and 
the manufactured articlo is not sufficiently great, to foster enterprises which would 
exist here oxcepfc by reason of this fact. Present high rates on raw material act as 
a tariff and enable a few local industries to maintain prices such as to discourage or 
make impossible the proper development of our manufacturing interests. 

“W. A. Hovkh, 

“ Chairman Traffic Bureau, Denver Chamber of Commerce and Board of Trade,” 

Q. (By Mr. Ripley.) The primary ground of complaint, then, seems to be the high 
rates from the Fast into Denver as compared with the rates fiom the Fast to San 
Francisco, which is also a competiti\e shipping pointf — A. Well, not so much that 
as it is the rate on the raw material that is shipped into Denver compared with tho 
rate on the manufactured product., especially in tho iron and steel line. 

Q. Will you state to the commission at tho outset the principal mads which are 
engaged in tiaftic at the city and the character of the traffic east and west?—A. 
There are 5 lines coming direct to Denv» r—the Union Pacific, the Bmlington, the 
Missouri Pacific, the Rock Island, and the Santa Fe. The Union Pacific, of course, 
is a through line. Its main line goes through Cheyenne, a hundred and some miles 
north, while the Missouri Pacific connects and runs through on the Rio Grande via 
Pueblo, 115 miles south. The Santa Fe has a direct line to California through tho 
southern edge of Colorado, and has a brant h into Dou vcr. So while wo ha\ o 5 lines 
entering the cityfinm the Missouri River, three of them, you might, say, connect 
direct with the West, making transcontinental lines. Then we havo a water route, 
as wo call it, through the Fort Worth gateway—water transportation t.<> New Orleans 
or (Jalwhton and then into Denver, which works on an arbitrary iate with a differ¬ 
ential of 39 cents per hundred. Our rate to Denver—I will speak of first class, as 
that probably covers more than .anything else—is $2.72 per bundled, all rail, from 
New York or from the Atlantic coast, and $2 33 by way of the (lull'. The\ haul by 
way of Newport Nows, the Kauawha Dispatch, Cumberland Cap, and Norfolk and 
Western, and then through St. Louis or Chicago to Denver at $2.33, tho same as the 
Gulf rate. 

Q. Is that route by the Norfolk and Western and the Kanawha Dispatch a part of 
one route?—A. Yes, and by water from New York to Newport News. 

Q. And there is no further connection?—A. No further connection. 

Q. Do you know the reason of those differentials?—A. Tho differential is caused 
by the length of time it takes. It takes quite a good deal longer to ship by way of 
New Orleans or Galveston. 

Q. (By Mr. Phillips.) Will you please stato the distance between New Orleans 
and Galveston and New York?—A. 1 do not know that 1 can. 

Q. Or the distance by land from each point?—A. The distance from New Orleans 
is something like—I am not able to gh e that exactly. I ean add that. 

Q. (By Mr. Ripley.) Will you now speak of the nature of the traffic and of the 
character of'the manufacturing and of the jobbing business at Denier? -A. Our 
largest manufacturing industry is the cotton mills. \\ e manufacture quite a good 
deal of paper that newspapers are printed on, and a great deal of mining machinery, 
and then we might mention, in connection with Denver, the Colorado Fuel and Iron 
Company, which manufactures at Pueblo a great deal of iron and steel of all kinds. 

Q. (By Mr. Phillips.) Is there any petroleum manufactured or refined there?— 
A. Not in Denver; no. There is a great deal of oil in the State, they say, but they 
do not refino it there. 

Q. Do you know any reason why it is not refined there if there are quite large 
quantities produced near?—A. No: I do not. 

Q. (By Mr. Ripley.) What is tlie territory within which you can at the present 
time carry on the jobbing business profitably under the rates imposed?—A. Colorado 
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Is practically our ground. The local roads that are running out of there—that is. 
the Denver and Rio Grande, the Colorado Southern, and the Colorado Midland—add 
the local rate from Denver or Pueblo or Trinidad or common points to the territory 
within the State. The Rio Grande docs not go out of the State but a very little way. 
They simply add to tho Denver common-point rate that of the local road. 

(). How does the rate from Chicago to Denver compare with the rate from New 
York to Denver?—A. They charge $2.05, first class, from Chicago and $2.72 from 
New York. 

Q. IIow do the rates from Donvor to San Francisco compare with those from Chi¬ 
cago and New York to San Francisco?—A. Thoy aro practically tho same—some 
difference in commodities. 

Q. Does that condition give riso to complaint on the part of your merchants?— 
A. Our rate is practically the same from Denver, which is something over 2,000 miles 
nearer to the coast, as from New York and Chicago. 

0. In other words, you mean that it costs as much to ship from Denver to San 
Francisco as it would from Chicago and New York?—A. Precisely. 

Q. Has this question of the rates imposed at. Denver been officially brought to the 
notice of tho Interstate Commerce Commission?—A. Yes; this has been before tho 
Interstate Commerce Commission and a suit w as tiled called the Kindel case, I think. 

Q. Did it have the desired result?—A. Wo hardly think so. Tho decision is not 
clear to me, but practically, as near as I can diagnose it myself, it gives us the same 
rate from Denver west as from Chicago west, or rather the Atlantic coast west.. 
They could not. charge us any moie than they could Chicago or Now York or St. Louis. 

(J. (By Mr. Phillips.) Could they charge you as much as those, points?—A. Yes; 
as much. 

G. (By Mr. Ripley.) Did a modification of rates follow as the result of your suit f — 
A. They have not gone into effect .vet, as 1 understand it. 1 think they aro going 
into effect this month sometime, unless prevented by the courts. 

Q. (By Mr. Phillips.) Was the ease appealed after being heard? You speak now 
of the ruling of the Interstate Commerce Commission alone, and not. of the court? It 
was not finally adjudicated ?—A. No; it was not finally adjudicated. 

<). (By Mr. A. L. Hakims.) Against whom was the complaint—what roads?—A 1 
think in was Kindel v. The Atchison, Topeka and Santa Fed It commenced quite a 
while ago. 1 am not really familiar with the decision. 

Q. (By Mr. Ripley.) You have, however, not received nn\ benefit by tho action 
of the, Interstate Commerce Commission as >el ?—A. Not so far; no. 

Q. What is piimanly tho complaint at Demoi now? This ease of Kindel, I under¬ 
stand, was brought up several years ago?—A. Yes. We will take, for instance, tho 
territory m Idaho and Montana where we want to job goods. It is territory, we 
might say, belonging to Denver, as we aro the nearest largo city to them and the 
nearest people to supply them. The rate from tho Missouri River is $2 50 a hundred, 
first class, to Montana common points and Idaho common points, while tho rate from 
Denver is $2, making a difference of only 50 cents in the first-class rate from the 
Missouri River and from Denver, although Denver is some GOO miles nearer to these 
places, and thoy are all the way from 400 to 1,000 miles from Denver. Now, that 
would make, if you combine the rate to Denver and from Denver to those points, 
$4.72, while if you combine it with tho Missouri River rate it is $3.07, making a dif¬ 
ference of nearly $1 per hundred. Now, the Mississippi River points have a car-lot 
rate on first-class goods to those Idaho and Montana points of $2.90. 

Q. I )o you enjoy carload rates ?—A. We do not have carload rates on boots and shoes. 

Q. What, then, are the exact, figures on freight rates with which yon are. concerned 
in endeavoring to sell as a jobber from Donvor to a Montana common point, we, will 
say ?—A. We aro eoneorned with a $2.50 rate fioni the Missouri River to these points 
on first class, and in car lots a $3.10 rate per 100 from Chicago, and a $2.90 rate from 
the Mississippi River. 

Q. How does the rate from Chicago to Denver, plus the rato from Denver up to 
Montana common points, compare with the rate from Chicago directly out to the 
same common points?—A. It would he $4.05 by Denver and $3.10 direct. 

Q. In other words, the jobber in Chicago is able on 100 pounds to underbid the 
Denver jobber by about 95 cents?—A. Ninety-five cents; that is correct. 

Q. Was that the main contention in the case brought before the Interstate Com¬ 
merce Commission?—A. No; tho main contention there was more on the through 
rates to the Pacific Coast. A similar case was started by the Colorado Fuel and Iron 
Company on getting their steel and iron to tho (-oast, but they put in a rate for them 
of practically what they were asking for. Then the case was taken by Mr. Kindel, 
who is an euthusiastfc freight agitator and thoroughly posted. He is a manufacturer 
of mattresses in Denver, and was at that time in the chamber of commerce. 

Q. (By Mr. Fakquhak.) This tariff that you are discussing now is on manufac¬ 
tured articles entirely?—A. Yes. 


1 See also Reports of Industrial Commission, vol. iv, pp. 251-284. Compare testimony of Mr. Stubbs 
p 769 of this volume v 
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Q. (By Mr. C. J. Harris.) Do you say they gave the Colorado Fuel and Iron Com¬ 
pany that rate I—A. The railroads put a rate in before tho decision was brought 
about. I think they have taken that rate away since. That is only hearsay. 

Q. Does that apply to that special company or to all goods of that class?—A. They 
practically were the only ones that were manufacturing that class of stuff at the 
time. They are the only iron and steel manufacturers we have. 

Q. (By Mr. Farquiiar.) While you are discussing this arc you taking in the job¬ 
bers’ side of the question alone from Denver or the manufacturers’ side?—A. We 
have comparatively little manufacturing there. 

Q. So that the entire argument is as to the jobbers?-A. It is all practically on 
the jobbers’ line, but w r e want to call attention to our manufactures in iron, machinery, 
and steel products. Those are the principal things that we have manufactured there. 

Q. (By Mr. Ripley.) The case prosecuted by Mr. Kindel had reference, however, 
more particularly to possible manufactures, did it not?—A. Yes; he was taking up 
manufactures more especially with the western outlet. 

Q. We had two distinct classes of problems, ono relating to manufactured goods— 
that raised by Mr. Kindel—and the one you have already outlined, having reference 
to the position of Denver as a jobbing center ?—A. We desire to represent the manu¬ 
facturers as far as possible also, but tho jobber is taking in all interests and wo aro 
more familiar with him. 

Q. Taking up tho first, then, with reference to manufactures, how do the rates on 
raw materials compare with the rates on manufactured products?—A. Well, they 
vary. There aro some of the manufacturers that have been ablo to get in a com¬ 
modity rate that relieved them; others ha\o not. The matter has not been thor¬ 
oughly fixed with all of them. In the matter of pig iron, a large manufacturer of 
machinery told me rocently that, although pig iron was manufactured there at 
l’ueblo, close to us—a Colorado product—they bought considerable pig iron in Pitts¬ 
burg, although the rate was high; that tho Colorado Fuel and Iron Company made 
their price just high enough so that the freight rate covered it. 

(7. The freight rati 1 , thou, on a raw material like that acts practically A. (Inter¬ 
rupting.) As a tariff. Thai is what I claim. I think the rate is given on pig iron 
from Chicago to Denver as $9.20 per ton of 2,240 pounds, and on railroad iron manu¬ 
factured as $9.B0. There is not much difference between the manufactured article 
there and tho pig iron. 

Q. Is their any community of ownership, as far as you know, between tho Colo¬ 
rado Fuel and Iron Company and the railroads, or do they operate to mut ual advan¬ 
tage?—A. No; I do not think there is any. I do not think they are connected spe¬ 
cially in any way. Of course, the principal owners of (lie Colorado Fuel may bo 
large owners in railroads. However, I do not think that that has cut any particular 
figure. 

Q. (By Mr. Phillips.) Can you briefly state about the supply of ore and coal and 
limestone?—A. Well, the supply of ore and coal is practically unlimited, wo think. 

Q. Is it convenient?-A. Quite convenient; yes. 

Q. And the eoal ?—A. Tho coal is quite convenient. 

Q. Good quality?—A. Good quality; all tho way from lignite eoal to anthracite. 

Q. Limestone?—A. Plenty of limestone. 

Q. Is that convenient also?—A. Also convenient. 

Q. Can they not manufacture iron as cheap there as they could in Pittsburg, bring¬ 
ing ore from Lake Superior?—A. It looks aw though they ought to. They get tho 
best quality of iron from Wyoming, just at the edge of Colorado. Hartville, Wyo., 
is the site of the iron mines. There is quite a good doal in Colorado, but that in 
Wyoming is the easiest to get. 

Q. And yet there is some pig metal shipped from Pittsburg?—A. Yes; a great 
deal of it. 

Q. Is that because the, local works are not sufficient to supply?—A. T do not 
really know. They have very large works and they are always busy. Tho Colo¬ 
rado Fuel and Irop Company has got the ground pretty well covered in iron and 
materials that they need and coal; thoy have the territory pretty well covered. 

Q. (By Mr. Ripley.) Are they independent of the United States Steel Corpora¬ 
tion?—A. So they say; I do not know. 1 am not able to answer that. 

Q. (By Mr. C. J. Harris.) Why would they ship in if they were in one of those 
syndicates? If they have all the facilities for making iron, why do thoy ship it in 
from Pittsburg?—A. If they can buy it for less money from Pittsburg. I have 
understood that the Colorado Fuel and Iron Company have not been able to take 
care of all their business and that they themselves have been forced to ship in 
material. 

Q. Yes; nut if you have all those conditions for making iron there, and you have 
this protective freight rate which you mention, one would think other looal com¬ 
panies would be started.—A. That is true. 
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i). And iron would bo manufactured?—A. I presume there will bo a great many 
more of them there. Colorado in practically a baby; she is very young. 

Q. (By Mr. Paikp'Uak.) Have the people of Colorado any desire to go into iron 
manufacturing independent of the Fuel and Iron Companyf—A. That 1 could 
not say. 

Q. Have there not been many attempts made to interest people in investments in 
iron?—A. I am not familiar with that. That is practically owned, 1 think, bv Col¬ 
orado capitalists. It was started originally by the Wolcotts—Mr. llenry Wolcott 
and Mr. Ed. Wolcott. 

(J. Is it not a fact that you have used your capital in Colorado to make other 
developments in preference to iron and steel?—A. It may have been so. 

{}. Has It- not been a common remark in Colorado that you have mountains of iron 
there that you will have until \ou get through with other more valuable indus- 
tiiesf—A. Well, there are many mdustiics there to w oik on— iron, steel, eo:il, gold, 
and silver, and I presume, there are all kinds o! metals. They claim there are. How 
mneh is ti ne, I do not know, but there are lew people in Colorado to handle all this 
compared to what there are in the East. The population, 1 think, is only some¬ 
thing over half a million, and the State is a very largo place. It would coverall 
New England and more besides. 

(I5y Mi. Kiim.ky.) Do we understand you to sa> that a huge amount of iron 
ore is actually at (be present time controlled by one company ■— A. The, Colorado 
Enel has leases oi the ownership of a great- deal of it. 

Q. It lias boon practically a monopoly up to the present time?—A. It could be 
termed so. 

(). Is it the impression of the pooplo of Colorado that a I eduction of the rates oil 
pig iion from the East would result- in a reduction of the pneo of that commodity as 
producod in Coloiadof—A. The manufacturers oi lion in Demer have so stated to 
me, that l.he t \ considered that the. higher late on pig lion acted as rather a t-aiilf for 
the Colorado Fuel and lion Company. That I am unable (o state myself. 

(J>. Has this matter been brought to the attention of the railroads concerned ?—A. 
I do not know that it- has. 

Q. (By Mr. Faiujiiiiar.) Do you kuow the difference in the, cost of manufacturing 
pig at I'ittshurg and in Colorado?—A. No. They say it costs them more in Colorado, 
The labor is higher, and gcneial expenses of that character would be higher in Col¬ 
orado. As to the cost of producing it or putting it in the mill I am unablo to state. 

<V. ( Bv Mr. ltiri.KX.) Can any of the pig iron go out to the Pacific coast, or does 
any ol the coal go to the Pacific coast u tide i the iat.es now prevailing?—A. Iain unable 
to answer that. 

ty \on are not prepared, then, to say whether the supply of coal in Colorado 
might, compote with t,lie supply fiom the northern Pacific coast at .San Francisco if 
the rates we.ro reduced to a sufficient degree?—A. No; I am not. 

iy Taking up the question ot dictates as they concern the jobbing trade, what 
would ho the effect of establishing a new rate bn.ds at Denver, as desired by your 
met chants, in the same way that the rate basis exists at Kansas City? Would that 
enable you to compete on pcrteetly equal loims? — A. I think it would eiialdo not 
only omsehes, but those who arc in line with us, to compete on equal terms, and 
would not be an injustice to any of them. We rather think that if wo should have 
unequitable rate there that was based on our line, when there were any cuts on 
lates it would lui\o to apply to everything west ot it, and would operate to prexeDt 
those cuts and smashes ot lates, and might bring it down to an equitable basis. We 
iarel\ hear of cut isites to the Missonii Khcr, because if the rate was cut for one it 
would apply to the w hole Wyst. Now, a rate that applies to Denver does not apply 
anywhem else practicall>, and e\ery once in a whi.e there is a slashing of rates and 
down they go, and people insli m goods, and the rates go up again, and it makes it 
nnstable and unsatistaetory. 

Q. (By Mr. Faiuji iiak.) What ©fleet would the establishment of a now basis of 
rates, with Denver as the center, have upon the Missouri rates and the coast rates?— 
A. If they based it on Demer, it would depend entirely upon where they put their 
rates. If they left them ns they are, and then put the rates West as they are, it 
would necessarily e't.her reduce Demer to the late that now applies from the river 
less t,ho rate to Denver, or they would lia\o to raise. 

Q. What argument in the amount of tonnage that this new basis would make 
would hold good with the railroad men?—A. I would ho unable to speak ou that. 

Q. You are aware that that is one of the greatest reasons that enter into the change 
of all basis?—A. 1 presume it is. 

Q. If you can not furnish the tonnage, you can not bo entitled to a base line, cau 
you?—A. No. 

Q. It would he simply a matter of division as to wliat there is to the west of it and 
wliat. there is to the Missouri River. If you are participants in a lower rate, would 
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you not have to show a tonnage there to got that rate?—A. We do not want a lower 
rate. We want the same basis of rate. 

Q. You want a prorate of the through rate?—A. A prorate of the through rate. 

Q. Now, what argument can Denver give to the Western traffic lines for making a 
now base line?—A. All the argument we can olfor is the amount of business we have 
already got and what this change would develop. Jt is a now country and it must be 
developed, but you can not develop a country unless it has an outlet for its products, 
and if you discriminate agaiust that country it never will develop, and wo can 
not furnish the tonnage. We can not furnish the tonnage first because the rato is 
agaiust us. 

Q. Your difficulty in distribution is the fact that you are paying really Missouri 
rates, and that in your local distribution you must add all local rates, so that you 
have no profit?—A. We are not minding the rates in Colorado itself because, every¬ 
body has to pay the same. There are points in Colorado whore the iirst-class rate 
from Denver is $2.50. That is pretty high. We are not complaining of that because 
everybody cast of us pays the rato to Denver plus that rato. While it is very exces¬ 
sive we think at the same time it does not work a detriment to Denver. We are not 
figuring on what the rates will be; we are simply tiguring on getting to a basis 
where we can compete with the rost. From the railroad standpoint it might not bo 
practical. We are not railroad men, and their side might look at it quite differently. 

Q. (By Mr. Kii’LEY.) Was there not the same objection to establishing a new bas¬ 
ing point at Kansas City a good many years ago as against Chicago?—A. I do not 
know. 

Q. If so, would there not be tin* same argument in favor of establishing a new 
basing point at Salt Lake City over against Denver?—A. That would be. right. 

Q. Your people, then, could not consistently ask for the establishment of a new 
basing point at Denver without at the same time lecogni/ing the right of a city on 
the west for the same treatment, could they ?—A. They could not; but now there are 
some goods, they toll me—I am not familiar with them—that you can ship from the 
East to San Francisco and ship back into Utah to the Colorado line practically for 
less money than we can ship them to Denver and trom there to the Colorado line. 

Q. Would that bo possible from Chicago?—A. No; because the rato is so much less 
in proportion from Chicago to the coast. 

if. 1 thought I undeistood you to say that the rate from Chicago to the coast is 
the samo as the rate from Now York to the coast?—A. That is right; but our rate 
from Denver is so much higher to the coast than it is from Chicago there in propor¬ 
tion, and then our rate out to Denver from the East is so much higher. Chicago has 
a better rate to Utah and Montana common points in propoition than wo have. 

{}. Is it against the jobber in Chicago now that you contend or against the jobber 
in New York?—A. Well, it is against, all of them in one souse, because all of them 
lia\e a better rate to those points than we have. 

(.). As a matter of fact, whore is the center of the jobbing business with which you 
have to contend? Is it in the far East, in Now York, or is it at Chicago?—A. Well, 
Chicago and the Missouri River points do the principal business tboro. They all 
cover it pretty thoroughly. 

Q. What is the argument for giving Chicago the same rate to the Faeific coast that 
New York enjoys?—A. I presume the manufactured articles that, they make similar 
to those made in New York justify them in having tlio same rate. It is a shorter 
distance. 

Q. One is practically 1,400.miles nearer San Francisco than tin. other and yet they 
both enjoy the same rate at the present timo?—A. Yes. 

Q. The rato from New York to San Francisco wouldjio conditioned by water com¬ 
petition, I suppose. Would that apply in the case of Chicago also?—A. No; I think 
not. I hardly know how Chicago could transport there by water. 

Q. The difficulty, then, which you have in meeting competition from the East is 
from both New York and Chicago, or from any center east of the Mississippi River 
regardless of distance?—A. It is from any point cast of Denver really. They all 
havoa better rate or combination of rates. All the rates west of Chicago take the 
eastern basis of 67 cents first class; all west of St. Louis take a basis of K7 cents to 
St. Louis, and west of the Missouri River I think it is $1.47. They all have this same 
basis and their rates are all the same to these points west of Denver. Kansas City, 
Omaha, St. Joseph, Chicago, St. Louis, all river points—the rates added from the 
Atlantic seaboard are the samo. 

Q. From your statement we understand that there is some ground for complaint in 
the granting of commodity rates to the Pacific coast. Will you explain a. little 
further?—A. There are special rates made on certain items that have been brought 
before the Western Classification Committee, by which they were taken out of the 
class they were in and placed in a class of their own, a commodity, as they term it, 
having a special rate. 

Q. Will you name some of those commodities which have been granted special 
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rates?—A. These commodities vary. From Now York they aro one kind and from 
the Missouri River they are another. They are made to lit the State. 

Q. Do they apply equally to all shippers in those States?—A. Yes; I understand 
they apply equally. 

Q. They are not in the naturo of individual discriminations?—A. No. 

Q. Is the practice of giving rebates or obtaining them in one form or another at 
all prevalent in the West?—A. It has been. There has been none of it done for quite 
a while that I know of. 

Q. How do you account for its disappearance?—A. I presume by an agreement of 
the railroads to maintain the rates. 

Q. Does the Western classification prove oppressive at all on the various linos 
of business that are concerned?—A. It may in some cases, but I am not familiar 
with it. 

Q. Have any advances been made in rates in that territory in the last year and a 
half or 2 years?—A. No; the rates have practically stood tho same on first-class 
business, such as I am familiar with. 

Q. Von lia\e heard of no complaints because of a general increase of the classifica¬ 
tion?—A. None whatewr. 

Q. How about the distinction between carload and Iohs than carload rates? Is 
that distinction usually made in the Western territory?—A. I know very little about 
that. 1 know of no items in my line, or any that T am acquainted with, where we 
get carload ratos. 

{}. Are theie any commodities that go through from the East on a carload rating?— 
A. I do not know, except that Chicago has a carload rate into Montana common 
points. We have none in Denver. 

Q. Does not that operate to shut you out of that territory?—A. That has the 
effect of operating against us. 

Q. (My Mr. 0. .1. IIMinis.) Aro you quite sure they do not liavo carload rates in 
Denver (—A Yes; on shoes, I am. 

Q. I mean on any commodity?—A. None that 1 am familiar with. There may he 
a number of items, but 1 am not familiar with them. 1 presume there are. 

Q. (My Mr. Ripley.) How about that route by the Foit Woith gateway, which 
is. as I understood you to say, over the line of the Southern Pacific, road? What is 
the icason for the diffeiontial there?—A. That, is the diflerence by wator. They 
haul by water to Now Orleans, and then tho Southern Pacific takes it to Fort Worth, 
and the Colorado Southern and the Denver and Fort Worth to Den\ or. 

Q. That constitutes, then, at Denver, competition with tlio Union Pacific and 
other roads?—A. \es; with all through lines. 

Q. Suppose by railroad consolidation that gateway were closed and that dilferen- 
tiai were cut off, how would that operate as far as Denver is concerned?—A. I think 
it would make us all a $2.72 rato. It might not. 

Q. Is there a ’considerable volume of business that comes in by that line at the 
present time?—A. Quite a good deal. 

Q. Mainly of the lower classes?—A. Of a general class. I think they haul quite 
a good deal of business by that route. 

Q. Suppose the Union Pacific and tho Southern Pacific, which had been heretofore 
competitois, are, consolidated; would the effect of that, in your judgment, he to 
remove tli ; s 119 cents advantage, or would it have any effect?—A. ihat is problem¬ 
atical. It would depend entirely on the management. It might bo they would 
think best to close it, and then, again, they might be able to haul the goods cheaper 
by water, and would prefer to leave it open and haul by wator rather than haul by 
rail at a higher rate. • 

Q. What is the judgment of the merchants of Denver as to the consolidation which 
has been effected between tho Union Pacific and the Southern Pacific?—A. Some 
think it will be no disadvantage, while ot hers think it will. Personally I think it is 
problematical. 

Q. Are you familiar at all with the terms on which the combination of tho South¬ 
ern Pacific and tho Union Pacific was made?—A. No. 

Q. Other consolidations in that territory haNe been mentioned in the papers. 
Have you any knowledge respecting any of them?—A. Nothing but the newspaper 
talk. 

Q. What aro somoof these consolidations?—A. In tho roads of Colorado, the Den¬ 
ver and Rio Grande, the Colorado Southern and the Colorado Midland. A short time 
ago the Colorado Southern, by newspaper report, acquired a half interest in the 
Colorado Midland and also in the Rio Grande Western, that runs from the Colorado 
line west to Salt Lake. They elected the Colorado Southern’s president president 
of the Colorado Midland, and the president of the Rio Grande Western was made 
vice-president of the Midland. Now, since that, they claim the Missouri Pacific has 
acquired control of the Denver and Rio Grande and a half interest in the Rio Grande 
Western, and it is rumored that they are endeavoring to get control of the Colorado 
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Southern. In that case they would have all the roads practically in the State. We 
do not know what effect it would have if they did get them. 

<7. (By Mr. Fakqi’Hak.) What transcontinental line would control theso Colorado 
roads?—A. The Missouri Pacific has the Denver and Rio Grande and is trying to get 
the Colorado Southern. Then it was reported that the Union Pacific was trying to 
get the Colorado Southern. If the Union Pacific got it, it would amount to two 
different ownerships, two different transcontinental lines. 

Q. (By Mr. Riplky.) What if the Missouri Pacific acquired it?—A. It would all 
he under ono ownership and control. 

Q. Does the absorption of the Chicago, Burlington and Quincy by the northorn 
transcontinental lines havo any meaning for Denver?—A. Not that 1 am aware of. 

Q. Suppose all the roads iu that territory are finally gathered into two or three 
important systoms; would that in any way reduce the effectiveness of competition 
as it exists there?—A. It would certainly reduco competition. As to its effect, that 
would depend entirely on the management. 

Q. You complain, as representing the merchants of Denver, of tho unreasonable¬ 
ness of the rates to Denver and from Deuvor to the Pacific coast. How does it come 
about that the competition that has existed there between five roads has not remedied 
that condition?—A. 1 am unable to state. 

Q. Is there any evidence of joint action or agreement in any way to prevent a 
break in rates?—A. The simplo fact that they all have the same rate and have main¬ 
tained it very lirmly with reference to Denver would indicate that they must havo 
an agreement fo maintain that rate. 

Q. Is it possible at tho present time for any of these local products of Colorado to 
get out to the Pacific coast?—A. I am unable to answer that. The Colorado Fuel 
and lion Company being the only manufacturers of iron, I presume they have their 
own rates. 

Q. Will there be any effect on the traffic situation in that territory by the con¬ 
struction of this new road which is now being pushed by Senator Clark of Montana?— 
A. I am unable to sav. 

Q. There is no opinion prevailing in Denver on that matter?—A. None that I 
know of. 

Q. You spoke some time ago about what you called an arbitrary blanket rate 
applying to New Mexico. Is that in tho way of a discrimination against Denver?— 
A. No; that is in favor of Denver. 

Q. Will you explain it?—A. They made a conditional rate with the merchants 
that if we would give them so much tonnage, coming into Denver, they would give 
us a competitive rate going out of Denver, which would enable 11s to meet the rates 
iu New Mexico and open up quite a little territory to Denver that w r e would not. 
otherwise be able to get into. That was done through the Denver merchants 
themsehes. 

Q. Did the competition of auy other road make that particularly easy to obtain ?— 
A. No; there was no other road. 

Q. Has tho extension of the Atchison, Topeka and Santa Fo road to San Francisco 
had any effect upon your rates?—A. None whatever. 

Q. Is there any competition in the jobbing business from San Francisco back into 
Denver territory ?—A. Comparatively little. 

Q Or auy competition of manufacturers at San Francisco with manufactureis who 
might bo interested at Denver?—A. Not that I am familiar with. 

Q. Do you know of any manufacturing establishments at Denver which have been 
distinctly discouraged and have failed of organization because of the rate system in 
freights?—A. No; I do not. There have been a number of failures, hut I do not 
think they can be attributed f o freight rates. There are other causes, probably, that 
have more to do with it. 

Q. The statement has been made before this commission that, when the paper pulp 
mill was founded at Denver the railroads endeavored to discriminate against it and 
prevent its successful operation. Have you any knowledge respecting that?—A. 
Well, I am not familiar with that, but I hardly think that probable. 

Q. That industry is prosperous at the present time ?—A. It has just gone out of the 
hands of a receiver. 

Q. What were the causes that led to the establishment of cotton mills at Denver?— 
A. I do not know; they were established before I went there. 

Q. Have they been successful?—A. I think they have failed once, but whether 
that was 011 the account of management or of freight rates 1 am unable to say. I 
think they are running now quite successfully. 

Q. Is their labor foreign born or native American?—A. Part of it is Massachusetts 
imported labor and the balance is native. 

Q. Do you know whether the labor conditions there were so favorable that they 
could establish the industry in spite of the high freight, rates prevailing on cotton?— 
A. Our labor conditions there are not advantageous to any manufacture. Wages of 
labor are higher than in most places. 
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Q. Have you any knowledge respecting the rates on the raw cotton from the 
South?—A. 1 am not familiar with the ratcB on cotton. 

Q. How about tlio rates on Colorado hard coal, of which you have spoken. Does 
any of that coal come oast for domostic pmposcs in competition with the hard coal 
of tlio anthracite fields in Pennsylvania?—A. I do not know. 

Q. (By Mr. Phillips.) Do you have as good quality of anthracite coal as they have 
in the Allegheny Range?—A. Well, ] do not think it is as good as the best of the 
Pennsylvania coal, but it is better than a good deal of Penns\ 1 vania coal that I have 
used. I mean a hard coal—anthracite. There is leally little difference in my esti¬ 
mation. I have used both. i 

Are there large quantities of anthracite coal there?—A. They say there is quili 
a good deal. Thoy get out considerable, and the\ say there is plenty of it to be had 
in the mountains. 

Q. (By Mr. Ripi.kv.) That hard coal might bo placed in Chicago, 1 suppose, in 
competition with the production of the Pennsylvania fields?—A. That, makes a long 
haul. 

Is the supply very large?—A. They say it is quite large out in the mountains 
in Routt County; and whore they are able to get at it, thero is abundance of it. 

Q. In tlio ease of Kmdel r. The, Atchison, Topeka and Santa Fo Railway Com¬ 
pany, I find that the Southern Pacific Railioad voluntarily accorded Denver Missouri 
River rates on west bound business—but refused toaccoid it on east-bound business. 
Does that difference still prevail ?—A. I am unable to state. 

Q. Aio tin* same rates in force on west-bound business i —A. To the coast? 

q. From Denver to (lie coast.?—A. No; those rates were to go into effect, some 
time this month unless they were stopped by the court. 

Q. Will that alteet business to any considerable dogieo in Deuvor?—A. 1 do not 
think that it will. 1 am unable to state. 

Q. 'Hus case which was prosecuted before the Interstate Commone Commission 
was decided in 1900, and the decision was apparently iavoiable to I,lie contention of 
Denver. Has any modification of lutes by the railroads followed >—A. Not yet. 
Thoy were to take elb et. some time this month, as I have stated. 

Q In that. ease, then, the recommendations of the Interstate Commerce Commission 
have been actually eliective?—A. Not until the courts puss upon il; until the courts 
have dei nled favorably to the Intel state Common e Commission's repoit. Now it is 
a. question whether the lailroads will put. that, into effect or carry it higher. 

<. t >. In other words, they aie entirely independent of these decisions —A N» fir 

C>. Aie the merchants of Denver, then, favorable to the enlargement of the, povveis 
of the Interstate Commerce Commission oi a leairangement of appeal to the courts 
in such a way as to make its decisions effective and binding at once?—A. Yes; wo 
think the Interstate Commeice Commission ought to have more power than it has. 

{). Representing the Denver Chamber of Commeice, would von say that the pro¬ 
visions of the Cullom hill were rcgaided as fair to both intoiests?—A. 1 am hardly 
familiar enough with the piovianms of the Cullom hill to answer that for the 
chamber. 

{). Take the provision enlarging the powers of the Interstate Commerce Commis¬ 
sion, giving it the power to approve the rates piomnlgatod in the first instance by 
the railloads. Would youi chamber favor such a provision?—A. I think so. I 
would personally. 

Q. Would they go further than thal and favor the granting of power to promul¬ 
gate rates in the first instance?- A. 1 think not. 

Q What would he the objection? — A. 1 think the ownership of the railroads 
ought to have tlio right to name their rates in the first place, because conditions 
vary so materially that members of a commission who are not in the railroad busi¬ 
ness would he unable to state what a rate should he. A rate that would he consid¬ 
ered very extravagant from here to Denver would not he extravagant in Colorado. 

Q. Are the rates the same front the Fast into Colorado that they are from Colorado 
to tlio Fast on the same commodities?—A. 1 think they are. There may ho some 
difference in thorn, hut, as a rule, 1 thiuk th-y are the same. 

Q. The statement has been made ho fore Ibis commission that you can sometimes 
transport commodities west hound over the transcontinental lines at very much 
cheaper rates than you can transport those same commodities back to the initial 
point.—A. It. may be so when there is a cut in rates, hut I think, as a rule, they are 
about the same. There may ho exceptions, too, in rejected or damaged goods com¬ 
ing back this way, that may be returned in a certain time at a half rate to the Fast. 
The rule varies materially; so I do not think we could cover that by “'W or “ no.’’ 

Q. Are the transportation facilities in that country, as a whole, satisfactory to 
shippers in time and service?—A. They are. very good, indeed; there is no complaint. 

Q. And it is perfectly easy to obtain a settlement and satisfaction of claims?—A. 
We have very little trouble on that score. 

Q. Relations, then, arc generally harmonious?—A, Generally harmonious. 
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Q. (By Mr. Farquuar.) In what sections in Colorado and elsewhere do you mar¬ 
ket. your goods?—A. Wo practically cover all the State. 

<j. Is thero much difference in tho wages paid in Denver and in Chicago in boot 
and shoe manufacture?—A. We do not manufacture any shoes in Denver at all. 

You job them entirely?—A. Altogether. 

Q. (By Mr. A. L. Harris.) When would you have the finding of the Interstate 
Commerce Commission go into oilect—direct from the finding of the commission, or 
should it bo merely the basis for a suit?— A. I think it should be direct from the 
commission, giving sullicient time. 

Q. Subject to appeal?—A. Subject to appeal, certainly; T think there should In* 
ample time to take the matter up. 

Q. (By Mr. Clarke.) In ease of appeal would sou have it go into effect imme¬ 
diately or await tho judgment on appeal?—A. I should think you would have to 
wait for judgment on appeal. 

(J. (By Mr. Riplky.) How about meeting the oxpense of prosecuting a case in lhat 
way? In this leading case prosecuted by the Denver Chamber of Commerce was 
that expense considerable?—A. Yes; that was paid partially by the chamber and 
partially by donation of Mr. Patterson, of the Rocky Mountain News, who took 
quite an active interest in it. 

(J. (By Mr. Phillips.) I wish you would givous some information concerning irri¬ 
gation and water stoiage. Have you anything prepared along that line?—A. No; 1 
am not prepared to give any particular information. We would like to call the 
attention of the commission and would bo glad to have yon look over our conditions 
out. there. 

Q. Ilavo you a system of irrigation there now ?—A. They do a great deal of irri¬ 
gating privately. 

(} (By Mr. Paiujiuiak.) Have you any public or national irrigation?—A. No; we 
have not. 

(^. (M\ Mr. Phillips.) Has the private irrigation been profitable and advanta¬ 
geous so far?—A. It has been very advantageous. Where they irrigate they raise 
splendid crops. They ha\e boon testing the sugar-beet industry, and-that has 
proven <o be a gloat beet sugar country. The Rocky Ford district i laim that they 
havo produced more saccharin and with a greater degree of purit\ than any other 
place in the world. 

(). And that is done hy irrigation?—A. Altogether; it gives them a longer so son. 
They say they can inn a sugar factory quite a good many da)s longer than they 
can in any other district, owing to tho dryness and to their ability to iriigate. 
They ha\e now 3 beet-sugar factories running—1 being const in- ted this summer— 
and they sue prepaiing for another. There is avast, territory of splendid soil—I 
could not say how many million acres; Mr. Harris may know better than I do. 
How many million acres are theio east of the mountains! 

Mr. C. 11. Harris. Millions and millions of acres, but the trouble is there is not 
water enough. All the land is good, but I do not suppose a hundredth part of it is 
under iirigatiou. 

(). (By Mr. Phillips.) Would you not havo the water to irrigate a very consider¬ 
able portion of it?—A. People who are familiar with it say that with reservoirs in 
the mountains, that could bo built easily hy blocking the gullies between the moun¬ 
tains, we could irrigate a very considerable portion of it. There is an awful snow¬ 
fall in the mountains, and it runs oft' rapidly. 

Q. You lrnvo quite an industry in raising cantaloupes?—A Tho Rocky Ford. 

<b Are they raised by irrigation?—A. Altogether. 

I know they are shipped East.—A. Wo get very little rain there at any time. 

Q. What crops chiefly are raised hy irrigation in your section?—A. In the valleys 
there is a great deal of wheat,,potatoes, and hay, and a great deal of fruit. Over in 
tho Grande Valley they raise very good fruitj they do not raise much grain. 

(). Have you agitated the subject of public irrigation by the State or Govern¬ 
ment?—A. It is only recently they have commenced agitating it. It lias been agi¬ 
tated to some extent for quite a while, but not strongly; but now we feel it is time 
to advocate it pretty strongly, especially since they have developed what beets will 
do there, and for a while they thought they could not. raise anything hardly. But 
now that we have got water in and irrigated the ground we find we can raise almost 
anything out there. 

Q. Have you anything to volunteer further that wo havo not covered?—A. Nothing, 
I believe. I am sorry 1 have known so little. 

Mr. Phillips. We think you have given us a great deal of information. In behalf 
of tho commission I desire to thank you for your appearance before us and for your 
very interesting and profitable statements. 

The Witness. If I have been of any benefit I am glad of it, and I thank the com¬ 
mission for their invitation. 

(Testimony closed.) 



.1. M. LANGLEY:—REGENT CLASSIFICATION CHANGES. 869 

Washington, 1). C., April.% 1901. 

TESTIMONY OF MR. JAMES MORTON LANGLEY, 

Representing the Merchants' Association of Next) York. 

The commission met at 10.55 a. m., Mr. Farquhar presiding. At that time Mr 
James Morton Langley was introduced as a witness, and, being iirst duly sworn 
testified as follows: 

<). (By Mr. Fakquhau.) You may now give your name and address.—A. James- 
Morton Langley, New York Life Building, New York. 

(^. Do you bold some ollicial position with tho Merchants' Association of Now 
York?—A. You could scarcely call it official; that is, 1 have no title. I am directly 
in charge of transportation matters for the. association. 

(^. How long has the Merchants’ Association been established?—A. Four years. 

Q. Of what class of business men is it composed?—A. All classes. It has 1,3(K) 
members, and is not restricted to any particular class; it. includes merchants, manu¬ 
facturers, bankers, and it ramifies generally into all lines. 

(J. Have you an established headquarters in New Vork City; and if so, where!— 
A. New York Life Building. 

Q. What is your form of membership, simply voluntary, or do you have a regular 
membeiship with annual fees, etc.?—A. Wo have two classes of members; direct 
membeis and what wo call associate members. The direct members pay an annual 
foe of +25; the associate members pay nothing. The associate mem here a re distributed 
throughout the United States. 1 think there are thirty-odd thousand on our books 

to-day. 

Can you state briefly the aims of tho association ?—A. Well, as stated it is to 
foster the trade and welfare of New York, but that is comprehensive enough and 
covers the giound. 

Q. Was it brought into being on aecouiitofdiscriminnting rates as against tho city 
of New Yolk ami diffeientials in la\or of other cities?—A. It became necessary 
tlnough the practice on the part of ceitam railways to make cheaper passenger 
fares from certain points to trade, centers. Take, lor instance, St. Louis. There is 
a certain terutory which is assumed to be tributsiiy to St. Louis as a market. The 
railroad introduced tho system of excursion rates with the object of encouraging 
merchants to go to market That was granted to western competing points, and it 
naturally had an influence in diverting trade fiom New Yoik. Take a merchant out 
in a small town, and if the question arises in his mind as to whether he should buy 
goods in St. Louis, or Cuicago, oi New Yoik, the existence of these reduced rates 
would assist him in making up his mind which trade cente.i ho would visit; and 
naturally after having gone to that trade center the dealers there, would probably 
sell him all the goods he would requite. In a sense that was a discrimination against 
New York. 

That was perhaps the main mason whv the Merchants’ Association was estab¬ 
lished. There are other discriminations, but the one I have just referred to brought 
the matter to a focus and resulted in tho creation of the association. 

We have always taken tho stand m New York that if there were no discrimina¬ 
tions New York would stand, figuratively speaking, upon its own bottom; and we 
havonever since wo have been in existence asked a concession from a railroad. All wo 
ask is equality of oppoitunity. 

One of the Iirst active steps taken hy the association was to try and have the rail¬ 
roads grant to Now York the same privileges that, they were granting to other trade 
centers; that is particularly in connection with this reduced rare matter. Instead 
of charging 2 full faros, the roads had charged in some instances a fare and a fifth, 
and in other instances a fare and a third for tho round trip. 

Q. Were Philadelphia and Boston enjoying excursion rales at that time?—A. I 
thiuk not. 

Q. New York competes quite as directly and severely with Philadelphia and Bos¬ 
ton as it does with St,. Louis and Chicago, does it not?—A. 1 should say yes. 

Q. Then, in asking for discriminating rates in favor of New York, you ask to have 
an advantage over Philadelphia and Boston, do you not,?—A. We do not ask for dis¬ 
criminating rates. That is hardly a correct way to put it. We have taken tho posi¬ 
tion that we would prefer to have this entire practice abolished. We have tolu the 
railroads time and again that whenever they were ready to stop that practice wo 
would stand with them and assist them in doing it; hut so long as they would per 
sis*. in granting them to other places, we asked to be put on a relative basis oi 
equality. I would scarcely call that asking for discriminating rates. 

Q. Do you not call excursion rates discriminating rates?—A. Yes; they are dis¬ 
criminating when made in favor of some poiutH and donied to others. 

Q. (By Mr. Farquhar.) VVasthe.ro any action on the part of Boston, Baltimore, 
or Philadelphia morchants to adopt tho same plan that you have?—A. Yes. 



800 INDUSTRIAL COMMISSION:—TRANSPORTATION. 


q. They have had no success in 
Boston or Baltimore have had, but 


it ?—A. I AM not familiar with tho success thut 
Philadelphia at times lias had the benefit of these 


oilIIluvvo. . 

Q. You would say, then, that your plan was to abolish the advantageous discrim¬ 
inating rates roreived by Chicago and St. Louis f — A. Yes 
Q. So that all would be put on the same planef—A. That is, charged the full 
tariff rates; we would prefer to see that. That has been our position from the first. 
In fact our position is well known to the railroads. We havo gone on record before 
them to that effect. 


(J. Havo you any foiinal statement to make to the commission; any tabulated 
statement of discriminations?—A. No; I have not I had started to prepare such a 
statement, but after reading it over I considered it was not comprehensive enough, 
and I thought I bad better first find out what sort of information the commission 
desires. 


Q. Have you any fault to iind with the freight classification, as now adopted, from 
the North to fhe South?—A. Yes. 


Q. Would you state that to the commission, and give specific cases, if you can?— 
A. Perhaps it might he well to establish a starting point by giving my idea of what 
a freight classification is. Of course, in the effort to systematize traffic, there, must be 
a standard of some sort establish) d in order to group miscellaneous merchandise. A 
classification perhaps hoars about the same rolation to rates of fi eight that tho yard¬ 
stick does to the price of cloth, for instance, or that the bushol measure docs to the 
prico of a commodity. It is the gauge. 

Tho railroads have two systems of making rales. One of them is what they style 
“commodity rates/’ which covers traffic that moves in bulk,such asgraiu or flour and 
various other products. In miscellaneous freight they have ai ranged l> classes of 
freight rates. Under those (> classes they arrange, say, 11,000 or more separate items. 
That will give you some idea of just what an undertaking it is to pioperh classify 
freight. 

Prior to the enactment of the interstate commerce law, which wont, into effect in 
1887, each individual line made its own classification. I think there were 138. As 
soon as the interstate-commerce law went into effect it was found that in applying 
these classifications to the scale of rates in effect in numerous instances the long and 
short haul clause was violated. In the effort to get the rates in line, the railroads 
held a convention, and attempted to adopt a uniform classification. That was found 
to be inexpedient, and they were only paitially successful. 

The United States is arbitrarily divided into tern tones. The territory from New 
Y< rk to Chicago and north of tho Ohio Kiver is what is known as the Official or 
Trunk Line territory; east of the Mississippi, but south of the Ohio, is what is 
known as tho Southern teiritory; west of Chicago is what is known as the Western. 

After this convention three classification committees undertook to classify the 
freight that is moved in their separate territories There was very little complaint 
Irom 1887 until January 1,1000. 

At that timo the Official classification committee made w holesale advances in their 


classification without, any notice to shippers. They advanced in class 818 items out 
of the 3,000 in their merchandise list. Taking tho scale of lates from Now York to 
Chicago as a basis, those advances represented an average increase in the rate of 
freight of 35.5 per cent. 

That was follow ed by the Western classification committee on January 25, 15)00, 
advancing the, rates on 240 of the items in their list. Tho per cent of advance in 
this instance, using Clncago-Missouri Kiver rates as a basis, was on an average 47.4 
per cent. 

Following that again, the Sou them classification committee on February 1,1900, 
advanced their classification. Out of 2,<500 items in the Southern classification they 
advanced two-thirds of them, ranging from 30 to 50 per cent. 

As I have said, that was suddenly done, and the railroads did not seem to take 
into consideration the fact, that merchants are in the habit of making contracts 
ahead based on existing rates, and the effect of that is apparent. If sou make con¬ 
tracts to deliver goods, and your freight rates are advanced, it simply moans that 
you lose the difference between the advauced rate and tho rates that were in effect 
when you made the contract. 

The Interstate Commerce (Commission had their attention called to the matter, and 
in December they held a session in Washington to investigate and find out what 
might be done to prevent the railroads from putting the rates in effect. There does 
not seem to be much certainty as to whether the Interstate Commerce Commission 
has control over matters of classification. The investigation finally assumed the 
shape of haying the matter drawn to the attention of the Attorney-Ceneral of the 
United States, hut after considering the matter, ho came to the conclusion that there 
was no ground for interference by him. 

It then seemed to be a question as to whether the railroads and shippers could not 
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get together and jointly agree on some basis that would he satisfactory to both. In 
iespouse to a suggestion to that effect, the Official classification committee mot with 
the shippers and subsequently modified the advance, but thoy did not go back to 
the original basis. 

0* Do you know whether the Attorney-General found that the advance in tho 
latcs was justifiable?—A. I do not believe that he did find thoy were justifiable. 

0. Did the Interstate Commerce Commission, in thoir submission of the matter to 
the Attorney-General, call attention to the fact that they were exorbitant? Do 
you recollect that ?—A. I am not sure as to how the case was presented b\ the com¬ 
mission. I think, howover, that the position taken was that the action of these 
committcos was in defiance of the antitrust law; in other words, that they had come 
together by joint agreement to make these advances; but. tho Attorney-General did 
not seem to tako that view of it, or, in any event, ho decided that he could not 
interfere. 

(^. Was tho position taken that it was a quasi conspiracy as against the spirit of 
the inteistate-commerce law?—A. Yes; that is the idea. 

Q. (By Mr. A. L. Harki.s.) Did you file a complaint with tho Interstate Commerce 
Commission sotting forth the disabilities that your association was laboring under?— 
A. Cur association did not do that; but I think there were a hundred-odd com¬ 
plaints filed in connection with this matter. 

Q. Were thoy ever investigated ?—A. 1 do not believe a formal investigation was 
o\er made; it was informal. 

Q. Was any reason assigned for not investigating tho charges of the complain¬ 
ants?—A. Not to my knowledge. 

D- (By Mi. Kipi.ki.) Do you understand that the Interstate Commerce Commis¬ 
sion has jurisdiction o\er classification or not? That is to say, could it entertain a 
complaint of this kind and pass upon it?—A. I am of (he opinion, from the way that 
tho present law reads, that it would be utterly useless for the Interstate Commerce 
Commission to attempt to do anything, because the law seems to me to ho \aguo. 
It hinges upon a question of reasonableness, and there is no power that I have <1 is- 
coveied that e.in deteimmr what is reasonable and what is not. Of course there are 
two sides to tho question, but in the absence of any arbitrary pow er to make a deci¬ 
sion as to what, is reasonable and what is not- 

0. (B\ Mr. A. L. Harris, inteirupting.) Do we understand there is a grievance 
here with no remedy?—A. That is it; yes. 

0. Eitln ron the paitof (lie Interstate Commerce Commission under the interstate- 
oommetce law or under the antitrust, law ?—A. That is it. 

Now j thcie is one point about this matter, and that is that shifting or advancing 
items in the classification has really the effect of advancing the rates, so that the 
classification committees—all hough it is not generally admitted - really possess what 
is known as the lato-niahing power. It is paiticulurly burdensome upon merchants 
for the. reason that when thoy advance the item fioni ono class to another it is very 
difficult to ascertain just what tho ultimate elleotof that is going to ho or how much 
it will advance tho rates. If they advance the scale of rates themselves it is a much 
simpler matter lor the merchant to tell just what the effect is going to be upon 
lnm. That is the direct method. B\ using the other system of advancing it in this 
class, it is an mdiiect. method and it is hard to tell just what the effect is going to ho. 

Further than that, in making tho classification tho,\ have certain classes for car¬ 
loads—that is, tor mcichandise that moves in carloads - and then they make the 
higher classification tor less than carloads. The effect of that is that, shippers who 
buj in largo lots have, through that system, a tremendous advantage over merchants 
that deal in smaller lots. 

Fill tiler than that., the system of ca rload rates tends to establish what has boon 
styled sphe i es of in'Iiiom e or commeioial basins. To illustrate that: If a merchant, 
in Now Yoik wishes to make sales in territory that is nearer to Chicago than it is 
to New ^ork, it is possible through that divergence between carload and less than 
carload rates, when applied to the scale of rates in effect, for tho Chicago merchant 
to buy in carloads and distribute to that territory which is lioaier to him than it is 
lo the merchant, in New York, by leason of the lower rate of freight. If you ship 
from New \ork to Chicago at, a low' rate of freight and, in distributing that, carload 
shipment, then ship backward into this territory at a less than carload rate, the 
ultimate expense is less b\ thai system than if you shipped in less than carload lots 
from New' York to that territory. 

Q. (H.V M**. Kiim.ky.) Could you give an illustration of it that would make it 
definite?—A. 1 do not know that 1 could do that without a tariff. 

(.). Simply by naming cities without, naming freight rates. Take some interior 
city in Ohio or Indiana.—A. [Indicating on map.] Take for instance, Connersville, 
Ind. A merchant in Chicago selling dr\ goods, groceries, or hardware can get a 
lower rate of freight on goods purchased in the East, in carloads and shippod from 
Chicago to Connersville in less than carloads, than a merchant in New York could 
ship in less than carloads from New York to Connersville. 
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Now, there is another effect in this manipulation of classification matters, and the 
illustration I have just given would also govern iu this case. Take the Southern 
group of railways. If they are particulaily interested in building up Southern ter¬ 
ritory to the exclusion of merchants in the territory north of the Ohio River they 
can continue this practice of making such a wide difference between the carloads 
and Iobs than carloads so that it would be utterly impossible for the outside mer¬ 
chant to make any sale whatever iu Southern territory. They can build, so to speak, 
a wall around themselves. 

Q. You do not mean by that that they exclude the wholesaler, not the producer 
but the jobber?—A. That is it. 

Q. This whole question you are discussing concerns the jobbing interest, does it?— 
A. More particularly. 

Q. That is to say, the goods might come originally from New York, but the ques¬ 
tion is whether the jobbing tiade would be located in New York or Atlanta, Chatta¬ 
nooga, or some other place of that kind.—A. That is correct. 

Q. (By Mr. Fakouhau.) There is one question not made clear yet. Is it not natu¬ 
ral for the Southern railroads to build up their local jobbing trade as high as they 
can?—A. I think it is. Their selfish interests would inspire them to do that, you 
know. 

Does not the same complaint that you make in respect to Chicago, St. Louis, 
Louisville, or Cincinnati, from a Now York standpoint, apply also to the Southern 
men in their great central markets?—A. Yes. It has always boon our desire to ho 
as impartial as we can in these matters. We recognize the fact that the railroad 
operates both ways, and it may be that they are excusable for protecting their 
own interests. Hut we do not like to have them go to extremes, as wo claim they 
have done in these classification matters. 

Then, again, they exercise a power frequently that is almost equivalent to taxa¬ 
tion, and wo are excluded from any representation whate\er. Their actions are 
purely arbitrary, and are governed by their consciences solely. You might say, as 
Lord Clive did in regard to his acts iu India, that, considering his opportunities, ho 
had been very modest. 

Mr. Clarke. Ilis exact words were: Considering liis opportunities, he was aston¬ 
ished at his own modesty. 

'I’he Witness. That is it. 

Q. (By Mr. Kennedy.) You say you have no representation before those classifi¬ 
cation committees?—A. No; they are governed solely by the provision in the inter¬ 
state-commerce law which requires that if it is proposed to advance rates there must 
he. ten days' notice; if they are going to reduce the rates they are required to give 
three da,\s' notice. 

Q. When the change iu classification is made you ma\ appear before their class¬ 
ification committee and argue against the change?—A. Yes; we may present, argu¬ 
ments, but that is as far as wo can go. There is no power we can invoke 

(^. Are the changes never of avail in your interest.?—A. They have been. The 
Southern classification committee is not so responsive fo argument as I he others. I 
have made arguments before them and have covered the ground quite fully, but 
they have not yet made any response, and that is a year ago. They ruled me out on 
the basis that my complaints were too general; but when you consider that they 
had advanced two-thirds of their classification, 1 do not sec how anything elso but 
a general complaint would cover it. 

(By Mr. Ripley.) Would you specify exactly what some of the advances were, 
as done in the typewritten statement which you prepared ?—A. Yes. 1 could pre¬ 
pare something and furnish it. It is my idea to find out just what the commission 
would like to have, and then I can be specific or give practical illustrations. 

Now, to be specific in regard to the Southern classification A comparison of the old 
with the new classification shows that since January, 1900, 1,977 articles have been 
advanced iu chiss out of a possible 2,000. They have, I think, 9 different classes 
of rates. They have more classes in the Southern territory than in tho other terri¬ 
tories. Of these, 32 articles have been advanced from second to first class; 38 from 
third to second class; 69 from fourth to third class; 36 from tilth to fourth class; 
10 from sixth to fourth class, and 46 from sixth to fifth class. There are many 
instances iu which advances were made from fourth to first, and from third to first. 
In addition to that the classes which were among the lowest are beginning to dis¬ 
appear from the classification list altogether. They aroeliminating the lower classes 
and gradually advancing these articles from class to class. There were 109 of the 
lower classes and commodity rateB in the classification which governed prior to 
February 1, 1900, and in the new classification, which went into elfoct on that (late, 
there are only 58 of these left. In addition to these advances there were 75 new 
instances of discrimination made by widening the difference between the carload 
rate and less than carload rate. 

Q. (By Mr. Litchman.) I would like to know in some way whether these changes 
in classification apply exclusively to St. Louis or Now York or any other particular 
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place, or whether they were general increases in classification to all places f—A. 
What we are discussing now is the classification that governs in the territory south 
of the Ohio and east of the Mississippi. The advances that were made govern gen¬ 
erally from all points. 

Q. Then they were not a discrimination against any particular point!—A. No, sir: 
except through that practice of widening the difference between carload rates ana 
less than carload rates. 

Q. Is not that a universal custom?—A. You might say that it is. 

Q. Is it not true that the carload rate is always lower than the broken carload 
rate?—A. Yes. 

Q. Is that of itself, then, adiscriminationf—A. It would not be a discrimination if 
there was any fixed rule for the difference, but the committees observe no fixed rule. 
For instance, in classifying freight they take into consideration the cost of handling 
and the value and the bulk and the inherent liability to damage. That is a general 
practice. 

Q. Is not the classification lower on perishable than on unperishable goods?—A. 
That is what I say—they consider the inherent liability to damage. If there was a 
fixed standard as to just what the difference should be, gauged on the cost of han¬ 
dling as between carloads and less than carloads, there could not be much complaint. 
It is undoubtedly true that it costs more to handle a miscellaneous lot of freightthan 
a carload; but at the same time the railroads have been in existence a good many 
years and they have a record of their business, and it ought not to he a difficult 
matter to establish a fair difference based upon the cost of handling the carloads as 
compared with the less than carloads. They do not seem to have reduced their busi¬ 
ness to a systom as yet for some reason. For instance, they have not yet gotten it 
down to the basis that the life insurance companies have. A life insurance company 
can quote figures to cover almost any contingency. A railroad company ought to 
be able to tell just how much more should be paid for a less than carload lot than a 
carload lot, and let that be recognized as a standard and let that govern. 

Q. I)o I understand that whatever classification is adopted it applies equally to 
all shippers?—A. Yes; there is a provision in the interstate-commerce law (section 
10) that makes it obligatory on the part of shippers to observe the classification, 
and it affects all shippers alike. 

Q. Then where does the discrimination come in?—A. The discrimination comes in 
by making a difference between the carload and less than carload rates that is not 
justifiable. 

Q. Now, can you give some instance of that unjustifiable practice?—A. I think it 
would be better to let me provide that in an exact way, too. I can hardly explain 
why it is impossible to do that with the information I have in hand. Yon must nave 
your exact scale of rates—tariff rates—which I have not got with me. I will willingly 
provide all those instances, but I must have the data so that I can figure it. out at 
something like a mathematical calculation. 

Q. (By Mr. RiI’LKY.) Will you name a few specific commodities which were for¬ 
merly fourth class and moved up to first class, simply naming the classification, 
leaving the rates out?—A. I have in my office a quite complete list compiled specif¬ 
ically mentioning these advances. I w.ould take pleasure in giving von a copy of 
that, and that would answer your question. 1 thought I had it included in this 
stntemer.t here, but I find it is missing. 

Q. (By Mr. Kennedy.) Well, can you say whether tho difference between the car¬ 
load lots and the broken lots is a very wide one, or whether it is wider than it should 
be, considering the cost of handling?—A. Well, that has been our contention in 
most of these cases where the difference has been increased. The contention was 
that they were not governed at. all by the difference in the cost of handling it; it 
was merely an arbitraiy advance, and, taking in consideration the results that are 
produced by that advance, wo assume that it was intentionally done to exclude 
merchants outside of that particular territory—to give the jobbers in the South an 
advantage over jobbers elsewhere. 

Q. (By Mr. Farquhah.) Well, the jobber in Atlanta or any great Southern mar¬ 
ket there has an advantage, of course, in the carload lot in its original shipment, 
but in his distributions be lias got to pay the Southern tariffs, just as the Northern 
man does ?—A. Yes. Now', there is another peculiar condition in respect to Southern 
territory—that is, that the Southern classification governs on interstate traffic all 
through that territory, hut the various States, through the State railroad commis¬ 
sions, have never authorized the Southern classification as promulgated by the South¬ 
ern classification committee. In the various States the old basis is still in effect on 
State business, and you can see what an advantage that is to the merchants of those 
States. They can distribute on the basis of the old classification, whereas the mer¬ 
chant outside must observe the advanced classification. 

Q. Do you pretend to say that in the regulation of State traffic within the State 
that there are State boards that have power above lhat of the Interstate Commerce 
Commission, even of Congress?—A. Not over interstate traffic, but intrastate traflfio. 

16a-55 
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Take, for instance, Mississippi. A merchant can buy his supplies on the basis of 
what 18 known as Southern classification and distribute in his State on a much lower 
basis of classification, whereas an outside merchant shipping to the point in that 
State is governed solely by the Southern classification, which is about 30 per cent 
higher than the one governing in the State. 

Q. (By Mr. Ripley.) You mean where he ships direct to the locality or direct from 
New York?—A. Direct from his own city to a local point. I attended a convention 
of State railroad commissions at Lookout Mountain last summer and they unani¬ 
mously agreed that they would not recognize this new classification. 

Q. Their policy, then, is distinctly to build up, of course, the jobbing business 
within their own bordersf—A. Yes. 

Q. And those State railroad commissions are bound to look after that interest, 
whatever happens to the general Southern classification?—A. That is the idea. 

Q. (By Mr. Litciiman.) Have you any information that shows a comparison 
between the classification on the different lines of goods in this Southern territory 
with that of the classification in the Northern territory?—A. Yes. I can illustrate 
that to you. I had started to make some remarks in regard to uniform classification. 

Uniform classification is a good thing to have, but you must take into considera¬ 
tion when you make your classification the scales of rates that are in effect. Sup¬ 
pose that we want to make the Official classification a uniform classification. The 
Official classification is made to correspond with a scale of rates, which arc as fol¬ 
lows, baaed on the rate from New York to Chicago: 


Cents. 


First class. 75 

Second class. 65 

Third class. 50 


(:«mt8 


Fourth class. 35 

Fifth class. 30 

Sixth class. 25 


Those are cents per 100 pounds. Now, of course, in arranging their classification 
the official committee have in a measure been governed by that scale of rates. For 
instance, the committee know that, if they put ai. article in the first class it means 
that the rate from New York to Chicago would be 75 cents. They keep that in 
view. Well, now, take the same distance running South—New York to Atlanta, for 
instance; the scale of rates is as follows: 

First class. $1.14 I Fourth class. $0.73 

Second class.98 I Fifth class.60 

Third class.86 ! Sixth class.49 

From this it is plain that there are three classes of rates in the Southern territory 
which are higher than the highest class for similar service in the territory north of 
the Ohio River. Now, take the Official classification again. If an article is in the 
first class it is 75 cents, but if it is first class it would he $1.14 going South, for tho 
same distance; so that there is no justice or equality in applying the classification 
universally, when there is such a wide difference in the scale of rates themselves. 

Q. Is that illustration typical of the whole Southern territory ?—A. That is a fair 
illustration. 

Q. Of the difference for an equal disfcanoe between the charge in the Official and 
the Southern territory?—A. Yes; in the Southern territory they have always had 
an exceedingly high scale of freight rates. That has been complained of not only 
by commercial interests but by connecting railway lines as well. 

Q. (By Mr Litciiman.) Is it not true that the railroad facilities are very far 
superior in the Northern district than in the Southern?—A. Yes; that was true 
until very recent years. Recently there has been an era of improvement generally 
throughout the Sonth in railways. 

Q. Do you think that the Sonth even at the present time is comparable with the 
North in the development of railway facilities?—A. I do not think they are quite up 
to the standard. 

Q. Would not that have an effect on the classification and rate charge?—A. Yes. 

Q. If the expense of doing business is higher in the South, necessarily the price 
charged must be higher?—A. There is another element to take into consideration 
there, too, and that is the fact that the return traffic from the South is quite light— 
that is, the traffic moving North. 

Q. (By Mr. Ripley.) How about cotton?—A. Well, that would not apply in oot- 
tou. That traffic would be pretty heavy, but that don’t compensate for the dif¬ 
ference, for instance, between the Quantity of coal moving in the North. The North 
has the coal Interest, the grain, flour, and heavy products that are raised in the 
West that keep their traffic up to a pretty high standard. 

Q. (By Mr. Litciiman.) How large a proportion of the cotton crop is shipped by 
water?—A. I can not answer that question. 

Q. Is it true that a large proportion of tho crop is shipped to foreign countries ?— 
A. Yes. 
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Q. Then that portion of the cotton crop would not enter into this calculation you 
are now making!—A. No; it would not move North; it would move, perhaps, 
South or East. That would be short hauls. 

Q. It would not enter into a comparison of rates between the Northern territory 
and the Southern territory necessarily ?—A. No, sir. 

Q. Now, I want to return to the point which I am trying to bring out. This classi¬ 
fication and the rates charged under it apply to all consumers in the South, do they 
not?—A. Yes. 

Q. Then whoro is the discrimination if all in a certain territory are charged 
alike?—A. There is no discrimination in its application. The discrimination is in 
the way that the classification is—I do not hardly like to use the word, but it covers 
the point—manipulated. 

Q. You think the discrimination is between sections, then, to the detriment of the 
South? Is that the point you desiro to make?—A Well, I have made that claim. I 
don’t suppose it will be accepted as correct, but that is the way it looks to mo. 

Q. You think this alleged discrimination is to the detriment of the development 
of tho South?—A. Yes; any restriction in action of that character 1 think is detri¬ 
mental. We have always taken tho position there that the less interference and the 
fewer obstacles there are thrown in the way of development, the better it will bo 
for the country generally. 

Q. You think that the price charged should be sufficient to cover the cost, do you 
not?—A. Undoubtedly. 

Q. Have you gone into au examination as to the olomeut of cost?—A. We can not 
get at it. 

Q. Cuu’t you get at it as well in relation to tho South as in relation to the North?— 
A. We can’t got at it in tho North. 

Q. (By Mr. Clarkk.) Is it your contention that the changes in classification have 
been an indirect way of raising the rates?—A. Yes; there would have been very 
little complaint, I think, if they had advanced the scale of rates themselves; that 
would have been direct. There was a time, perhaps, when tho merchants were 
inclined to complain of freight rates, but in later years they have reached a con¬ 
clusion that tho rates of freight of itself is not so material as the universal applica¬ 
tion of it. They want everybody to be charged the same rate, whatever that rate 
might bo. 

Q. Then you think that tile changes in classification have induced great confusion 
and inequality ?— A. Yes, sir. We have sometimes thought that while the railroads 
want to increase their revenues, they did not care to assume the responsibility of 
advancing the rates; it might create too much of a furor, and they have adopted this 
other method, which, to my mind, is equivalent to taking a handful of pennies and 
throwing them in the air and letting them come down. Then there would bo so 
many beads and so many tails, and let that re,present the protest. They will have a 
great many protests. Other changes would not be noticed by people not affected, 
and out of the toss-up (here will be a certain percentage of advances that will 
remain. That was brought to my mind by reason of Hie fact (hat after these advances 
were made, and numerous protests were filed, certain powerful interests had their 
protests recognized, and the basis of classification was put back to almost its original 
standard, while others secured no changes wliatovor. 

C^. v By Mr. Olakkk.) Then you think that a change in the classification was hap¬ 
hazard and not scientific?—A. That is it; and this method of making ohaugos has a 
further advantage. Not all merchants are familiar with transportation methods, 
and particularly some are unfamiliar with tho ofi'oet that the classification has upon 
a freight rate. They know their races were advanced, but they do not understand 
just how it was done, and they might protest and finally forgot all about it. Well, 
it is that percentage that makes an advantage to the railroad people. Now, I sup¬ 
pose, in that classification of 2,(500 items perhaps, conservatively, 0110 -third of them 
will continue to remain ns they were advanced, due to tho fact that tho merchants 
affected have abandoned all hope of over securing a retain to the original basis. 

Q. (By Mr. Ripley.) Would you specify any recessions from this position of 
advance taken in respect to particular commodities? Do you recall any?—A. Yes; 
in the Southern classification I happen to recall from memory—coffee was advanced 
one class, both green and roasted. The green coffee remains as advanced, and the 
roasted coffee went back to the original basis. 

Q. What is the effect upon tho distributive trade of the Southern States as to the 
jobbing of coffee?—A. Well, I do not think that question, as to the effect of jobbing, 
enters much. 

Q. Would it affect the place whore tho coffee is roasted? Would it determine the 
center of roasting?—A. I am not positive, but 1 think it has that effect. 1 guess it 
is well understood that coffee is controlled by a trust—that is, roasted coffee—prac¬ 
tically a trust. Now, it seems singular to me that they should not go back to the 



866 


INDUSTRIAL COMMISSION:—TRANSPORTATION. 


original basis of classifying green coffee, and yet saw fit to reestablish the old order 
of the classification of roasted coffee. How that was brought about 1 do not know. 

Q. But the return to the old basis was advantageous to* the coffee interests?— 
A. Yes; to the roasted-coffee Interests. 

Q. It enabled them to crush out competition of other parties, or, at least, it might 
have that effect?—A. It might have that effect. 

Q. To crush out competition of persons in other parts of the country who wished 
to establish a local industry?—A. Yes. 

Q. Can you recall any other instance of that kind of a specific commodity which 
was advanced in the classification and then by virtue of strenuous protest was 
placed back again to its old basis?—A. That is the only article I can recall from 
memory. 

In checking over the official classification I noticed that a good many of the items 
that are under the control of these industrial combinations were not advanced at all. 

.Q. No attempt was made to advance them?—A. No. Take, for instance, paper. I 
also have a list in my office of that class of articles made by combinations that I 
would be pleased to provide, if you think it wise. 

Q. In other words, you imply that by these changes in classification discrimina¬ 
tion between distinct producers can be induced without the giving of personal 
rebates or preferences?—A. Certainly. 

Q. In other words, that by a device by which apparently everybody is treated alike, 
there is nevertheless the effect of granting a definite discrimination to certain 
interests?—A. That is right. That is the reason I used that term ‘‘manipulate.” 

Q. Can you specify any influence of this kind at work in fixing any of the dry- 
goods or wooleii classification? Has there been any change in the woolen classifi¬ 
cation?—A. No; dry goods is in the highest class now, the first class in the Official, in 
the Southern and a^so in tho Western. There is what is known as cotton pieco 
goods—that is in the lower class. That is supposed to be goods that aie made 
exclusively of cotton. Our organization had, 2 years ago, 1 think, endeavored to 
have the classification of cotton piece goods simplified. The classification com¬ 
mittee had attempted to subdivide cotton piece goods in accordance with the list 
that they had established, and it made it very difficult to pack goods. We wished 
to have it simplified, and presented an argument, and they simplified it by advan¬ 
cing it in class. That is, for instance, they advanced it from a third to an inter¬ 
mediate class which they had established, which was 15 per cent less than second. 

Q. Will you, by illustration from that classification, show how complicated the 
cotton schedule is?—A. Now, this is a Southern classification. 

Q. You may road a lew of those items under the cotton schedule.—A. They have 
hero calicoos, cambrics, cauton flannels, plain or dyed, canvas, checks, domestic, 
cheviot, and so on. There are 35 different terms of that nature that they have 
assumed to cover everything that was made wholly of cotton. As a matter of fact, 
most of these terms are trade names. For instance, you take teazle cloth. It is a 
patented name, a sort of copyrighted trade name; only one person can make it; and 
they have endeavored there to condense into these 35 terms at least between 2,000 
and 3,000 different styles of goods made of cotton. I might say further than that, 
that each year there is some new name attached to some product made of cotton, to 
xnako it attiaetive, and it is difficult to tell just how to classify an article that is in 
reality made wholly of cotton, and that sells for the same price as some of these 
other products that they have included in this list. When a shipment is made, 
although itinay be cotton piece goods really, tho inspectors who are maintained 
by the classification committee will use their own judgment as to whether the goods 
in that shipment may be included under these 35 terms or not. If it seems to them 
that it don’t come under those 35 terms, instead of the shipment going forward at 
the fifth class, it will be advanced to first. That was our idea in having that list 
entirely eliminated, and having the entire subject covered by the simple term of 
cotton piece goods. Then the question of traae names or terms would not enter 
into the proposition at all. 

Q. Are those 35 articles classified differently?—A. No; all in one group—fifth 
class. 1 am not very well posted on tho dry-goods business, but I know that it is a 
most difficult matter to include under these 35 terms everything manufactured of 
cotton. 

Q. What would be the effect if a bill of lading was made up specifying oalicoes or 
some other article, and in fact including in that package another one of those 35 
articles;■ would that be a misclassification subject to shippers’penalty?—A. Well, 
yes. For instance, if you had a shipment of cheviots and you had room in the case 
m which they were packed for a small quantity of what is known as dry-goods—that 
is, goods made partially of wool, which is first class, the inspector would raise that 
shipment up to first class even though 75 per cent was cotton piece goods. 

Q. That would amount to an advance in freight rates approximately of what per 
cent, 50 or 25?—A. That is contingent upon the distance transported. That is the 
reason why it is so difficult to answer offhand a question that involves freight rates. 
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Q. But it would amount to a very material advance in ratesf—A. It might be 
well for you to answer the question in the way you did for this reason—it will serve 
to bring out the fact that the percentage of advance which is made by this manipu¬ 
lation of the classification is contingent entirely upon the distance hauled. Tliat 

is, for instance, in some cases the same goods might be going to a point where the 
advance would he only 1 per cent, but if they were going farther the advance might 
be 30 per cent. 

Q. The shippers, then, would desire a great simplification of these different 
schedulesf—A. Not only that, but as in the matter of classification, I have always 
taken the position that while there might bo reasons at times that the rate of freight 
of itself should he advanced, after a classification is made, and made hymen who 
are experts in the business, there is no reason I can see'for again disturbing that 
classification. That should be a standard. When these classifications are made the 
questions heretofore have been thoroughly weighed, and there was a considerable 
length of time for the committee to act in, before they classified anything brought 
to their notice. After being experienced in that line of business for years, if you 
bring to them a piece of merchandise or a new production and ask them to classify 

it, and they do classify it after thoroughly considering the question, I do not. see 
any reason why that should be changed again. That should be just as fixed, as I 
said before, as a yardstick. 

Q. Tlie protest of the Merchants’ Association, then, is not primarily that freight 
rates have been advanced, but that they have been perhaps unequally advauced?— 
A. Unequally advanced and advanced in a way that adds burdens to the small man 
and tho small shipper. You can always look for that effect if this indirect method 
of raising freight is goiug to bo continued. The small man will get the worst of it. 
That has been our experience in the past, and we expect to have more of it unless 
some way is found to stop it. 

Q. In your judgment, then, ought the classification for the country at large, or 
for the different, sections of the country, to be drawn up by a representative body, 
including representation of the shippers and of the railroads and with publicity in 
the conferences, this classification then to be effective either throughout the United 
States, or through morely the Ollicial, Southern, and Western territory, as the case 
may be?—A. Yes. 

Q. And your protest is against a system by which discrimination, rebates, and 
disadvantages of various sorts are introduced indirectly?—A. 1 would not like to 
include the word “rebates” in classification. 

Q. But it amounts to the same thing?—A. Yes; it is a different means of obtain¬ 
ing the same end. 

Q. (By Mr. Ci.akkk.) You speak of inspectors. Who are they, and by what laws 
or rules are they governed?—A. That is purely arbitrary, too. They have this 
classification, and naturally they are not going to trust to the honesty of the ship¬ 
pers to observe it. If it is Dot observed there is an opportunity of one shipper 
securing an advantage over another, if his conscience is clastic. For instance, if 
the commodity in which he is interested is ically fiist-class, and he marks on his box, 
on his case, something that comes under the fifth-class rate, he naturally makes a 
difference between the first and fifth class rates. But the railways maintain the 
system of inspection, and if they have reason to question a shipment they will open 
it. and look it through and classify it in accordance with their classification. 

Q. What class of employees does this opening, inspecting, and reclassifying?—A. 
They are a separate and distinct class by themselves. I do not know trom what 
source they draw them, hut they are maintained at the expenso of the various rail¬ 
road associations, and are under a chief inspector. They are stationed at transfer 
points. 

Q. (By Mr. Ripley.) Do they not have it in their power, if they were bribed or 
otherwise induced, to change the freight rates which parties pay?—A. Yes; audit 
is also possible for them to look the other way on occasion. 

Q. Is that practice known to exist to some extent?—A. Well, it is like a good 
many other things in connection with transportation matters. It is a thing that 
everybody knows, hut it has not yet been proven. 

Q. Would it not he likely that the large, powerful, important shipper would be 
less severely treated by the railroad in the matter of inspection than the small ship¬ 
per who ships less frequently ?—A. Yes; there are certain railroads who use that very 
thing as a method of cutting the rate. They, for instance, might instruct the 
shipper in New York, if he is agreeable, that he should misclasBify his freight, and 
thereby get a lower rate of freight. 

Q. And they would instruct their inspectors to take no note of it?—A. I do not 
know that y< u can say they would instruct the inspector, hut the inspector will be 
friendly with them. 

Q. (By Mr. Fakquhak.) What would the other parties in the same business do in 
that case?—A. Well, if any other shipper could secure the facts they would probably 
go to law about it. 
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Q. But if the others secured the discrimination, would they go to lawf—A. No; I 
think not, if they were benefited by it. [Laughter.] 

Q. Now, you seem to make a charge of vonality against inspectors. What reason 
have yo« to know—have you ever known of a case of venality on the part of inspec¬ 
tors of railroads?—A. I do not know of any. As I said before, it is one of these 
things that everybody knows. 

Q. (By Mr. Clarkic.) Irrespective of the question of honesty in the administra¬ 
tion of this practice, let ns see if we can't find out a little more about the practice 
itself. Is it a fact, as you understand it, that all the railroad companies employ 
inspectors at shipping and transfer points?—A. Not all railroads; no. The railroad 
associations employ them. For instance, the trunk-line railways which govern 
transportation matters in the territory extending from New York to Chicago and 
north of the Ohio have their group of inspectors, the Western Railway Association 
have theirs, and likewise the Southern. 

Q. Is it generally understood among merchants that their packages of goods are 
subject to be opened by the inspectors of the freight associations?—A. Yes, sir. 

Q. And compared with the invoices?—A. Not compared with the invoices; com¬ 
pared with the shipping receipt or the bill of ladiug. 

Q. Is there any contract in the bill of lading or any other paper that passes 
between the shipper and the railroad company which authorizes the railroad com¬ 
pany to open the packages?—A. No, sir; they assume that right. 

Q. Do the merchants object to it?—A. No, sir; they do not. I should not think, 
to express my own opinion, it would be to their interest to object to it. 

Q. Is it common practice among the merchants to ship in a lower classification 
than goods should honestly go into?—A. I should not think it would be right to call 
that a common practice. That is another thing I can’t state of my own knowledge. 
1 think that there is a record statement that covers that point, and I attended a ses¬ 
sion of the Interstate Commerce Commission that was held in New York when they 
took up that very point. They had the inspectors before them, and I think the chief 
inspector testified that that practice was going on. If I remomber correctly, he 
gave the percentage of instances of which bis attention had been called to. 

Q. You saw the statement of the late George R. Blanchard, made before this 
commission on that same subject?—A. Yes, sir; I was present when ho made the 
statement. lie was qualified to speak; he had access to these records. They keep 
records of cases of miselassifieation. The inspectors know just where to put their 
hands on parties who are given to that hok! ot tlnug. 

Q. Do you understand that this matter of inspection is in any way regulated or 
provided for by law?—A. No, sir; I do not believe that it is provided for by law. 

Q. Would the merchants feel better protected it it were provided for by law, the 
same as the inspection of imported goods by the Government is?—A. I think they 
would. Section 10 of the act to regulate commerce covois that point—that is, in 
regard to miselassifieation, and provided a penalty, but nothing is said in it about 
inspection. That seems to have been left lo take caie of itself. 

Q. (By Mr. FakquHAR.) Would not a railroad naturally have a right to examine 
any article for transportation on a road, provided it was in a hazardous schedule— 
gunpowder, chemicals, or anything else?—A. Well, they only accept those articles 
by special contract. They have a right to determine that before they accept it. 

Q. But you think they have no right to discover fraud at all in transporting a 
first-class classified article for a fourth class?—A. 1 think they have aright. If 
they have not, they ought to have. 

Q. At least they exercise it?—A. Yes. 

Q. (By Mr. Clarkk.) Do disputes ever ariso between these inspectors and shippers 
as to the reclassification ?—A. Yes; that is brought about by the difficulty of correctly 
grouping various kinds of merchandise or articles in a way that will correspond 
with the classification as promulgated. Take a variety of things, for instance, in 
hardware. The shipment may be composed of a variety of different things, the 
classes of which do not agree. If you want to put that in one class, it is puzzling 
to know just how to properly group it and yet be in line of the classification. For 
instance, shelf hardware might be fifth class, pocketknives might be first class. If 
you have a package of pocketknives and shelf hardware, all of which is a small 
shipment, in order to agree with the classification, instead of making 1 package 
you would have to make 2 packages. That is one of the things that is so disturbing 
to commercial interests. Tneir packers got accustomed to classification and suddenly 
it is changed, so it is hard to know how to group shipments again. It requires a 
man quite expert, and the packer must have a high degree of intelligence to analyze 
that classification and comply with it in a good many instances. 

Q. Do yon understand that these inspectors are employed on account of their 
expert knowledge of classes of goods?—A. Yes; they are supposed to be expert in 
classes of goods, and also particularly familiar with the classification itself and the 
grouping of various artielos into one shipment. 
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Q. It is an arbitrary act on their part in transferring from one classification to 
another, is it notf—A. Well, they have got to justify themselves bv the classification. 
Their actions at times are complained of. When an increased rate of freight is 
demanded through their act, it will quite frequently happen that the shipper will 
contend that he was right, and they will have to argue the point. 

Q. Would the matter bo simplified and made dearer if each bill of lading was prac- 
ticallyan invoice of the goods in the package?—A. They do that so far as it is 
possible now, specify on the shipping papers what the shipment consists of. They 
ao not include the whole invoice. 

Q. It is a matter of convenience among merchants, is it not, to put a considerable 
variety of goods into a single packing case sometimes?—A. Yes, sir; they do that 
for reasons of economy in their packing department, and also to comply with a 
minimum weight rule that these classification committees have in their classification. 
I will illustrate that: They have a rule which is to the effect that no single package 
of a small lot of freight of one class will be taken at less than 100 pounds at first- 
class rate, and in no case will the charge for a single consignment be less than 25 
cents. Now, the shipper will endeavor, of course, to put as many goods as possible 
in the one case in order to get the benefit of the weight of the larger shipment, 
rather than pay a hundred-pound rate on a good many small cases. 

Q. Well, since these goods are to be inspected and possibly reclassified arbitrarily 
in his absence, would it not be somo protection to him and some aid to the inspectors 
if an invoice accompanied the bill of lading?—A. It might be. Yes, yon might sav 
it would be. It would be an open (juestion as to whether the advantages would off¬ 
set the trouble of making an extra invoice. 

Q. (By Mr. Kiulky.) Suppose a jobber in New York is endeavoring to compete 
with a jobber, we will say, in Montgomery, Atlanta, or some point in the South; do 
these jobbers in the South deal in a larger number of commodities than would a 
jobber in New York, as a rule?—A. Well, I should think not. 

Q. The jobbers in New York will deal with either dry goods or hardware, or some 
particular line of commodities?—A. Yes. 

Q. In some of these Southern centers are there not jobbers who job in a number of 
different commodities at the same time?—A. Yes; a sort of a general store. 

Q. Would not the jobber with the general store in that locality have a distinct 
advantage over his New York competitor, in being able to put together a number of 
commodities in small packages into a large case in shipping out to his customers?— 
A. The railroads object to that. Thoy have a rule that covers that point also. 
“Shipments of property combined into package by forwarding agents claiming to 
act as shippers will only be taken when the names of individuals and final con¬ 
signees, as well as the character and contents of each package, are declared to the 
receiving agents, and such property will be waybilled as separate consignments and 
freight charged accordingly.” 

Q. No matter even if all boxed together?—A. If I understand your uuestion, he 
will ship to a certain point to a number of merchants in that point and have one of 
them distribute packages to the other merchants in that city? 

Q. I want to bring out this point, whether the jobber in New York dealing in a 
single line of commodities is on a par in competition with the jobber in a moderate¬ 
sized town in the South who may conduct a business in several lines of commodities, 
and who, in shipping from that small local center out to little towns round about, 
may combine his shipments into packages of more than 100 pounds, whereas the 
New York shipper, dealing in only 1 lino of commodities, could not afford to ship 
direct to the small country store?—A. Yes; the local jobber might have an advantage 
there. 

Q. And no railroad tariff or discrimination could affect that—that is, the nature of 
the business?—A. No. 

Q. (By Mr. Kknnedy.) I would like to ask you whether the increase in rates by 
this indirect method that you are speaking about is justified somowhat on the ground 
of the general prosperity of the country—that the prices of commodities are going up 
throughout the country and railroad rates should also follow?—A. That was the 
only reason assigned by the railroads for this advance. They claimed that the price 
of materials had advanced, and that for a long period of years the tendency of rail¬ 
road rates had been downward, and that they were justified in making that state¬ 
ment. But those were the only reasons assigned for this advance. I took occasion 
to look into the earnings of railways to a considerable extent and, so far as the 
Southern railways are concerned. I found that their net earningB were 20 per cent 
higher—at least 20 per cent higner—than they had ever been in the history of the 
roads. Yet they claimed that, because of the advance in the prices of materials, etc., 
they had to have more money. It did not seem quite consistent. It is a well-known 
fact that in transportation matters an increased volume of traffic produces great 
results. It seemed to us that the railroads ought to have been satisfied with that 
increased volume of traffic which produced that 20 per cent increase in their net 
earnings. There is another point that we do not seem to have touched upon yet. 
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Whereupon, at 12.55 p. m,, the commission took a recess until 2 o’olock p. m. 

The commission met at 2.20 p. m., pursuant to recess. At that time the witness 
again took the stand and resumed his testimony as follows: 

(Witness, continuing.) There was one point that I think was not made sufficiently 
dear this morning, if, indeed, it was touched upon at all. The merchandise traffic, 
which comes particularly under these classifications, moves in smaller volume, of 
course, than what are known as “ commodities,” such as dour, coal, grain, and arti¬ 
cles of similar nature that move in carloads, and this class of merchandise pays the 
highest scalo of rates. For instance, the rates on flour from Minneapolis to the sea¬ 
board—that is, New York, Washington, and Philadelphia—-are comparatively mod¬ 
erate. When this classification was advanced the railroads by that action placed 
almost outirely upon the merchandise classes the burden of the increase in freight 
rates, which they claimed were required to meet the demands made upon their reve¬ 
nue by the increased cost of materials, etc. They did not at the same time advance 
the rates on the coarser commodities to which l have referred. That does not seem 
to us to be entirely equitable. If the railroad revenues required an increase for any 
purpose we can not understand why it is that the increase was not assessed upon 
the entire volume of traffic moved. That seems to us to be in the nature of a 
discrimination. 

Q. (By Mr. Kennedy.) Is there any feeling among your people that the railroads 
favor the export traffic of the couutry as against the home traffic and distribution ?— 
A. They certainly do make lower rates on export business than they do on local 
business, but I do uot know that there is any serious objection to that. That seems 
to be reasonable. 

Q. (By Mr. Farquhar.) Do you know of any case where a through foreign rato 
there has been diverted into the local market in the East?—A. I can not state that 
specifically. In order to be speoifie about these matters you will have to have before 
you a complete file of freight tariffs, which show the scales of rates themselves. 
There are, perhaps, a hundred thousand or more of those tariffs in existence, and it is 
like going to a library to look up certain information; it is almost impossible to 
carry it in your head. If you attempted to be specific offhand it would bo merely 
guesswork, and it is for that reason I made the request that I should be allowed to 
insert those matters. I do know of such cases, hut I can not at the present time 
state them specifically. I would like to look that up and provide the information. 

I was speaking before of export rates. Take, for instance, flour; not for any 
special purpose, but simply by way of illustration. On flour from Minneapolis to 
Liverpool the inland rate is less from Minneapolis to New York than it would be on 
a shipment of flour to be delivered at New York locally aud consumed there. The 
difference, I think, is about 2 cents a hundred pounds. 

0. (By Mr. Ci.arkk.) Did you notice the news of this morning that the flour mills 
in the Pennsylvania district have consolidated, with a view to competing with the 
Western mills for the export trade?—A. I did not see the news. I have known, in 
a general way, that such action was contemplated. With the exception of two tho 
Western mills at Minneapolis, Duluth, aud West Superior are now consolidated. It 
is in the direction perhaps of creating a trust, hut my own opinion is that a trust, 
as applied to the manufacture of flour, is an impracticable thing. 

Q. I understood you to indicate that, in your opinion, there is no particular objec¬ 
tion to a through export rate from the interior of this country and the far West, 
half way across the Continent, and then across tho Atlantic Occam—A. I had better 
qualify that by saying that I do not believe it is proper to export the raw material 
in that way—for instance, wheat—because the ultimate effect of that is to deprive 
the home manufacturei of the opportunity to get the profit in the manufacture of 
that staple. The effect of making what yon might term exc ssivcly low rates on 
wheat seems to he working in favor of the foreign miller as against the home miller, 
with whom the home miller has to compete in the foreign market. 

Q. You are aware, I suppose, that there are through import rates to the interior 
of our country?—A. Yes. 

Q. And that these are lower than the rates for shipment from certain manufactur¬ 
ing centers in our country, like Pittsburg, to certain distributing centers, like St. 
Paul? Do the merchants of New York object to that.?—A. I would not say that we 
would object to it. It is a most difficult thing to answer that question in an intel¬ 
ligent manner, taking into consideration the conditions as they exist. The principle 
that seems to uuderlie or seems to govern the promulgation of freight rates is in 
favor of the longest haul. There is not any relative equality as between the rates 
for a short distance hauled and a long distance. For instance, if a shipment origi¬ 
nating in Liverpool is destined to Chicago the conditions would seem to be beyond 
the control of any influence, dictating that the rate from Liverpool to Chicago shall 
be almost as cheap as the rate from Liverpool to New York. 

Q. Whioh, in your opinion, has the greater power in fixing these through rates— 
the railroad or the steamship companies?—A. If there is any advantage in tne matter, 
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it probably lies with the railroads. The inland rate, I think, has a greater influence 
over the through rate. 

(J. Apparently a through rate of that kind is a discrimination against the domestic 
producer and the domestic distributer or merchant. Now, can you tell us what 
offsets of au advantageous character there are to thatf—A. No; I can not. 

Q. (By Mr. Ripley). How does that affect the competition between jobbers in 
Chicago and in New York f Is it possible that nibbing merchants in Chicago can on 
a low through import rate reship their cominouities and compete with you in terri¬ 
tory which otherwise would ho tributary to ew Yorkf—A. Yes; they do it. 

Q. Will you explain further about that, as to the nature of that competition?— 
A. For instance, Marshall Field A Co., of Chicago, will sell in territory that is 
within 50 miles of New York the same kinds of goods, bought, perhaps, in the same 
market abroad, that the New York jobber will buy. That does not seem to be 
reasonable on its face, but. it is a fact nevertheless; and in trying to discover the 
reason for it we can only reach the conclusion that it must be through some advan¬ 
tage in the matter of the through rate. 

Q. In other words, do jou mean that the whole through rale to Chicago, pins the 
local rate from Chicago hack to the point of destination, is less than the rate which 
the New York merchant will pay from the foreign point to New York and from New 
York to destination?-- A. That, is it. 

C>. Does this affect the nature of tho commission business as distinguished from 
the jobbing business? Will you explain tho difference between those two if there 
beany?—A. Well, as I understand the commission man, bo is au intermediate or 
third party that does not invest his capital directly in the business, nor does he 
carry an extensive stock of goods. He has what they term accounts with certain 
mills, and, in a sense, is their selling agent. (>11 the other hand, tho jobber buys his 
goods outiight, takes his chances of whatever element of risk there may bo in con¬ 
ducting ordinary business; be is under the expense of maintaining a store and hav¬ 
ing liis capi tal locked up a certain length of time, and the circumstances surrounding 
him are entirely different. Tliero is one difference there that is very significant. In 
the commission business it is possible to ship from the mill 1o the buyer in, say, 
Central or Western territory direct—only one haul an.I one expense of freight rates. 
With the jobber, lie. lias two hauls and the expense of paying freight twice—that is, 
in tho accumulation of lus stock and m the distribution of it. 

Q. In other \iords, the jobber pays the shipment from the mill into Now York, 
the goods being unloaded, and then be pays another shipment from that point out 
totiie consumer?—A. Yes. 

Q. Or to the general store which sells to the consumer?—A. Yes. 

0. Would it be to the interest of the railroad to ioster tho jobbing trade, then, in 
order that it might retain 2 hauls instead of 1 ?— \. It might look so on its surface, 
but when you consider that railroads seem to be favoring large shipments and large 
sliippeis, 1 think tho reverse would be the case. You might think that the railroad 
would rather have a man pay freight twice, but the trend of things indicates just the 
opposite—that their interests lie in the dilection of doing business in large lots. 

In other words, do you mean to imply that the industrial combinations which 
manufacture in different parts of the country are shipping direct to the consumer 
and eliminating the jobber?—A. Yes. 

Q. Aud that railroads are assisting in this transformation by the distinction which 
they make between carload and less than carload lots, or in other ways?—A. Most 
decidedly, yes. 

Q. The increase, then, in the Southern classification in the proportion of distinction 
between carload and less than carload lots is directly in line with this tendency 
which has been indicated?—A. Yes, that is tho case. 

Q, Mow does this affect New York as a distributing center or as a center of job¬ 
bing trade?—A. Well, now, I scarcely like to deal with family secrets. We will put 
it this way: a few years ago there were 28 dry goods jobbing houses in New York, 
to-day there aro 4. 

Q. Does that necessarily mean that the 4 may not have the control of just as large 
a volume of business as the 28 formerly had?—A. I think not. 

Q. In other words, there has been a proportionate shrinkage in the amount of job¬ 
bing business done from New York?—A. Yes. 

Q. Has there been any compensation to New York in return for that?—A. Not to 
my knowledge. 

Q. Is that typical of other lines of industry, so far as your information extends?— 
A. Yes. 

Q. What is the ultimate effect likely to be?—A. The elimination of the jobber as 
a factor in commercial affaire. 

A. This will tend to lessen the importance commercially of many of the large cen¬ 
ters in that respect?—A. In that respect, yes. 
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Q. (By Mr. Kknnkdy.) Does that mean the removal of one item of cost between 
the producer and the consumer ?—A. Possibly. It means a closer connection between 
the producer and the consumer, and naturally that will have a certain economic 
effect. 

Q. (By Mr. Litchman.) How far is that condition of affairs tho result of the 

g rowth of the department store?—A. That has an influence as well, and the intro- 
uction of trolley lines, and the maintenance by department stores of their free- 
delivery systems. 

Q. And the mail-order system also?—A. Yes. 

Q. Well, would that not be a very large factor in the elimination of the jobber?— 
A. That competition could probably bo met if it were not for this matter to which 
wo have been referring here of tho difference in freight rates. 

Q. Is it the custom of the department storo to deal direetly with the manufac¬ 
turer?—A. Yes; as I once heard it expressed, the department store does a retail 
business in a wholesale way. That is a paradoxical expression. 

Q. That is exactly it, however. You think, then, that this discrimination in classi¬ 
fication ami other ways that you have described is the principal factor, do you ?—A. 
I do; yes. That is the basis; that is the starting point. The existence of the depart- 
mentstoro simply emphasizesand exaggerates it. It puts the jobber, as the expression 
goes, between the devil and the deep sea. 

Q. How long ago was it that there were 28 jobbing houses in New York?—A. I 
was trying to fix the dato in my mind. I will have to answer that afterwards. 

Q. By theso jobbing houses, do you moan jobbing houses connected entirely with 
the domestic trade or with the foreign trade, or both?—A. Both. 

Q. So far as youha\e obsei ved, how far has this elimination of the jobbing interest 
been affected by the change in tho tariff system of the United States?—A. I am not 
familiar with that phase of the question. 

Q. I)o j ou know w hether these jobbing houses were at some time agents of foreign 
manufacturers?—A. They might bo in some instances, but those are exceptions. 
They are a different class. They have their own agents solely. The foreign houses 
in many instances have their own representatives here. 

Q. If the market formerly occupied by them has been absorbed recently by domestic 
manufacturers, that also would be a factor in the elimination of the jobber to that 
extent, would it not?—A. Yes. 

Q. (By Mr. Faikiuiiak.) What is the difference between tho profits of tho jobber 
and the commission man?—A. I am afraid that I can not answer that question. I 
have never been in the mercantile business myself, and J am not posted in reference 
to it at all. 

Q. Well, then, in the elimination of tliejobber the expense attendant on the whole 
jobbing trade is eliminated as between tiio manufacturer and the distributor?—A. 
Yes. 

Q. Would you generally say that that conduces to cheaper goods to the con¬ 
sumer?—A. I should think so. 

Q. Is it a fact that most of those large department stores, like Siegel, Cooper & Co. 
and Wanauiaker and others, take the entire product of mills aud dispose of it with¬ 
out the interposition of either the jobber or the commission man?—A. 1 think that 
might be true. For instance, l have noticed that .John Wanamaker is handling the 
output of the Chickeriug piano factor) and one or two others There is another 
point—about the effect of the conimuni'.y of interest.. 

I scarcely know how to present flu. in a simple way. We had better start off 
with tho idea that it is assumed that competition among railways is a benefit to 
commercial interests. That may have been true to some extent, but after New York 
Has suffered so much from the competition of other trade centers, many of which 
had railway lines that were interested in building up these centers, we have come 
to the conclusion that competition is not so beneficial after all, and we look to this 
so-called community of interest to eliminate a great many of the complaints that 
we have heretofore had. And we take a broad view of it—that the interest of cer¬ 
tain railways to their local territory will not he so great as it was heretofore; that 
by grouping these railways together there will probably be no such thing as a local 
interest to a railroad, and that, because there is no local interest to a railroad, they 
will not favor one point at the expense of another, and they will put them all on a 
basis of equality. 

Q. (By Mr. Kiplky.) Has New York suffered in the past specifically by the oper¬ 
ation of such causes?—A. I might say that New York has been discriminated against 
for 20 years in the scale of rates iu force east and west. Boston is in the same fix 
as we are in that respect. Beginning at Boston and down to Newport News, there 
is in existence what is known as a differential scale of rates; that is, take a com¬ 
mon point, Chicago, the difference in the rate from Boston, New York, Philadelphia, 
Baltimore, and Newport News is about 2 cents per hundred pounds. 1 will make 
that specific when I get my scale of rates. That, of course, is a discrimination in 
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favor of the Southern porta on business originating in Chicago, or originating at 
the seaboard and moving to Chicago. 

Q. Does that apply to west-bound business?—A. Yes; it applies east and west. 

Q. Do you understand that there is a differential, then, by which New York is dis¬ 
criminated against in shipments to Chicago?—A. Yes. 

Q. West bound aB well as east bound?—A. Export and import. 

Q. On through export and import rates?—A. Yes. 

Q. And on business originating at New York ?—A. On business originating at those 
points. Take the same illustration I have used, Hour. Baltimore gets the Hour from 
Minneapolis for about 5 cents per barrel less than New York gets the Hour from the 
same point. 

Q. But in the opposite direction does it cost New York more per 100 pounds in 
shipment of merchandise than it costs Philadelphia and other cities?—A. Yes. 

Q. Is this a subject of agreement between the railroads?—A. Yes. 

Q. Practically a pool?—A. Well, that went into existonco before pools were ever 
thought of. That was a question that was submitted to arbitration at the instiga¬ 
tion, I think, of the New York Central and PennsyIvania railroads, and a commission 
was appointed which consisted of Allen (1, Thurman, ex-Senator Washburn, and 
Judge Cooley; and they investigated the question and made that recommendation, 
and it has been in force ever since. I think that was 20 years ago. 

Q- Ilavo the organized merchants of New York attempted at any time to induce 
the New York Central to break that agreement and to give them as low rates to Chi¬ 
cago as Baltimore and Philaddphia secure?—A. Tho merchants were opposed to it 
at first, but I think when they rolloctod that that condition of things was practi¬ 
cally forced upon tho New York Central to protect its earnings, they ceased to make 
strenuous complaint about it. It was practically a blackmailing scheme on the part 
of lines competing with the New York Central. 

Q. By that do you mean that the railroad rates are inado by the circuitous roads 
rather than by the most direct ami best equipped ones?—A. Yes. 

Q. (By Mr. Litchman. ) What is the rate to Boston as compared with New York?— 
A. Boston, I believe, takes a rate of 2 cents per 100 pounds higher than to New 
York. 

Q. From New York?—A. Yes. 

Then Boston is worse off than New York in that scheme of discrimination?— 
A. In domestic business it is, but in export business it takes the same rate. There 
is a difference made there to equalize—to put Boston on the same basis as far as 
export. 

0* (By Mr. Ripley.) What is the reason of the special advantages which Balti¬ 
more and Newport News have enjoyed under this system?—A. Well, the only reason 
that can be assigned, perhaps, is that it represents the price of peace as among the 
lines to the seaboard. 

Q. Have tho merchants of New Yoik any remedy to suggest for this discrimina¬ 
tion under which they labor in competing with tho Western territory?—A. The only 
one that we could suggest would bo for the New York Central to break away from 
the agreement and insist that rates from these seaboard points or to and from these 
seaboard points should bo the same. 

Q. (By Mr Ci.akke.) New York merchants have the benefit of the competition of 
tho trunk lines so far as there is competition, do they not?—A. If there was any 
competition wo would probably got the benefit of it; but I question vory much if 
there is any. 

Q. l>o not largo quantities of freight to and from New York pass over the several 
trunk lines?—A. Yes. 

Q. Do you mean to intimate or say that competition in entirely eliminated bv this 
differential rate that has been agreed upon?—A. It has practically that effect. ‘lam 
speaking now, of course, of what is publicly done. As I remarked this morning 
there are some things that everybody know s, but that have not yet been proven, and 
I would not want to go into the question of what is not done openiy. 

Q. (By Mr. Ripley.) Have you reference to the Eastern Trunk Line Association 
m speaking of this agreement, or is this broader than the agreement of the Eastern 
I runk Line Association?—A. No; all the roads concerned in that are members of the 
Trunk Lino Association. 

Q. Does the Eastern Trunk Line Association cover tho Norfolk and Western and 
Chesapeake and Ohio?—A. Yes. 

Q. (By Mr. Farquiiar.) Were not these the differentials made by the arbitration 
board?—A. Yes. J 

Q. They were agreed upon by all the railroads?—A. Yes. 

Q. Agreed upon by tho Interstate Commerce Commission?—A. I do not know 
whether the Interstate Commerce Commission has indorsed that or not. 

Q. That it was a fair differential at that time under the conditions?—A. At that 
time, yes; and I believe that the commission stated at the time they rendered the 
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decision that they (lid not expect it to be operative perpetually, that conditions 
might arise- 

Q. (Interrupting.) Since the establishment in these Southern ports of regular lines 
between the United States and Europe, has not that lessened the Now York trade 
itself!—A. Oh, most undoubtedly. 

Q. Just on direct shipments?—A. Most undoubtedly. 

Q. Well, have not also your terminal charges in New York had a great deal to do 
with the differential!—A. It is claimed that that is true. Personally I have never 
thought that they had much to do with it. 

Q. Would not the same rule hold torn! of your transfer charges in New York as 
they would in Buffalo, in respect to diverting it by the Canadian lines?—A. Yes. 

Q. In other words, do you think it is a rule of business, without any sentiment or 
any feeling about the thing, that commerce takes the cheapest route, as loug as it 
is feasible and safe?—A. Commerce follows, as they say, the line of least resistance, 
and always will do so, I presume. 

Q. (By Mr. Kennedy.) Is there a probability that by means of this community of 
ownership of railroads, or consolidation, these differentials in favor of Baltimore 
and Newport News will be done away with?—A. Thero is a possibility that that 
will be brought about, I think. 

Q. Through those means?—A. Yos. 

Q. (By Mr. Ripley.) If this community of interest plan does not extend to all the 
trunk lines, but separates them into two great groups, might it not be possible that 
warfare of a very exaggerated sort might arise between the two giant interests?—A. 
I think that the method of settling those questions by so-called warfare is a thing 
of the past. I would rather take the other view of it. If there were two giants 
they would embrace each other. They would do practically what was done in the 
steel business. There were two strong lines thon—I do not mean lines of railway 
now—that crossed one another, and the way out of the difficulty was to consolidate 
them. 

Q. (By Mr. Kennedy.) How do the merchants of New York view the railroad con¬ 
solidation which is going on as affecting their interests or affecting the increaso in 
rates that has come about in the way you describe?—A. We have never objected to 
direct increases in rates. We are more particularly interested in the question 
of having each merchant or each shipper secure the same rate, so that there shall be 
no advantage—there shall be no commercialism in the late of freight. That is, dif¬ 
ference in the rate of freight practically has the effect that a man who is securing 
an ad\ ant age in the rate of freight and using it iu his business is simply using as 
capital money that rightfully belongs to the railway. He has that much added cap¬ 
ital in his business if be has an advantage in the rate of freight, and he is getting 
that right out of the railroad treasury, and also at the expense of his competing 
merchants. 

Q. Many transportation experts and some railroad presidents have said that the 
great cause of complaint was not that the rates were high, but that there was dis¬ 
crimination between individuals, etc., but now that there is stability of rates and 
no discrimination. We have a good deal of testimony to that effect.—A. I do not 
think they have exactly reached that state of perfection yet where there is no dis¬ 
crimination and no secret rebates; but I expect this community of interest to 
abolish—perhaps entirely abolish—all those practices; for, as 1 say, there will be no 
longer nny reason to put out these inducements. They are bound to get the busi¬ 
ness—that is, by close community of interest they are bound to get the business. 
There is no reason why they should seek it or try to induce it by auy secret practices; 
it would be against their own interests. 

Q. (By Mr. Ripley.) Would you speak of the combination between St. Louis and 
Chicago and against New York as applied to the great oentral territory of tho United 
States?—A. Do you mean the relative possibilities? 

Q. The relative importance as distributing centers. Is New York bolding its 

f round as a distributing center throughout the middle west as against Chicago and 
t. Louis?—A. I will have to say no to that question. 

Q. Your protest as I understand it, representing the Merchants’ Association of 
New York, is that the freight rates and classification recently put in force tend to 
hamper the extension of New York’s influence in the Southern States?—A. Yes; but 
it likewise hampers iu the same way Chicago and St. Louis; that is, this particular 
matter of classification. 

Q. Is there then no competition as between New York and Chicago for this South¬ 
ern territory?—A. Oh, yes. 

Q. What form does that competition take, or what is the nature of it?—A. It is 
the same kind of competition tnat exists anywhere else. The question of transpor¬ 
tation does not enter there. 

Q. Can you ship from New York as cheap or cheaper into Atlanta as a merchant 
in the same line of business in Chicago?—A. If there is any advantage in the scale 
of rates itself, New York has it against St. Louis and Chicago. 
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Q. In other words, you can lay down goods in any one of the main centers of the 
Southern States cheaper on the basis of freight rate than the Chicago or St. Louis 
merchant can?—A. Yes; due to another agreement between railway lines that dates 
back perhaps 30 years. It was an unwritten agreement among all railroads that 
merchandise should enter the South from the East—that is, from her seaboard. 

Q. Do yon mean that it was agreed that that was the natural inlet?—A. I do not 
know what brought about that agreement. 1 only know that agreement in a gen¬ 
eral way; I can make that specific too; I have a record. The idea was to exclude 
the Western lines from any participation in business that moved into the South from 
the West. That was the general effect of the agreement. Why that was done I do 
not know. 

Q. (By Mr. Clakkk.) Can you toll whether or not the Wabash or Illinois Cen¬ 
tral are parties to that agreement or understanding, whatever it may be?—A. They 
are all concerned in it. It was sort of a general agreement. 

Q. (By Mr. Ripley.) Does that condition prevail at the present time?—A. Yes. 

Q. How far would it be duo to the effect of cheap water rates which New York 
enjoys through to Southern ports?—A. Well, if there are any cheap water rates 
from New York to Southern points, I am not familiar with them. 

Q. Do you mean that you have no knowledge of their existence?—A. I mean that I 
do not think that they do ox ist. There is no competition betw oeu the coastwise water 
lines and the railroads. In fact, thievery classification that we were discussing 
this morning, although it is designed to lit railroad conditions, applies via the steam¬ 
ship lines as well. 

Q. (By Mr. Kennedy.) Does the community of interest betweeu the railroads and 
steamship lines bring that about?—A. It is entirely community of interest; lean 
say yes to that, that competition between the coastwise lines and the railroad, lines 
is more apparent than real. 

Q. The community of interest then is likely to deprive the people of the advantage 
of the cheaper shipment by water?—A. Yes, it will certainly do that; has done it, in 
fact. For instance, you would naturally snpnose that the influence of the lakes was 
of some significance, hut ever\ merchandise line on the lakes is owned by the rail¬ 
roads. The same way with the Erie Canal, which runs from Buffalo to the Hudson 
River; there are merchandise freight lines owned by the railroads operating on the 
canal. 

Q. You recogni/e, then, that it is at the present time possible to lay down goods 
from New York in the .Southern Slates cheaper than it is from Chicago or St. Louis, 
by virtue of this agreement?—A Yes; 1 said if there is any advantage east of the 
Mississippi we have it. 

Q. Is there any recent movement of the Western lines, such as the Illinois Central 
and the lines from Chicago to the Ohio, intended to equalize those conditions?—A. 
That is a question that they can not govern loi themselves. The lines east of the 
Mississippi in the South refuse to cooperate or prorate with the lines west of the 
Mississippi. 

Q. How about the Illinois Central’s having a continuous line from Chicago to the 
South coast?—A. If they attempted to take independent action, it would simply pre¬ 
cipitate a rate war. 

Q. Will you speak of the peculiar conditions which enter into commerce between 
New York and San Francisco—that is, transcontinental*rates?—A. You refer to 
what is known as transcontinental freight rates? 

Q. Yes; is it possible for a Now York merchant to do business in California terri¬ 
tory in competition with Sau Francisco?—A. Yes. 

Q. Will you explain further?—A. 1 was going to refer to the fact that on business 
destined for California and the Pacific coast there is another classification in effect 
which is peculiar to that traffic. It is mado in a different way from the Official or 
the Western or Southern. It is made by making groups and naming rates to cover 
groups rather than items—that is, rather than separate items. There has been a 
contention by commercial bodies of the Central West, particularly Chicago and St. 
Louis, that the scale of rates and also the classification in effect from Chicago and 
St. Louis was detrimental to their interests. Chicago and St. Louis claim that the 
transcontinental linos are using this same difference between the carload and less, 
to exclude them from tbo Pacific coast territory. Oil the other hand, the Paoific 
coast jobbers maintain that Chicago and St. Louis have no right to do business out 
in their territory, and there is a case now before the Interstate Commerce Commis¬ 
sion in which that whole question is involved. It is of a rather complicated nature. 
For instance, a rate from New York to San Francisco, and from Chicago to San Fran¬ 
cisco, is the same. Chicago claims that because she is nearer San Francisco—and 
St. Louis makes a similar claim—the rate to San Francisco should be relatively less 
than it is from New York to San Francisco. 

As a matter of fact the rate from New York to Sau Francisco on transcontinental 
business is what should be properly styled a compelled rate—that is, a rate that is 
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Dot based on the coat of service rendered, or distance imnied, or anything 1 of a simi¬ 
lar nature. It is a compelled rate, because it is fixed by the rato by ocoan from 
New York around Capo Horn and up to San Francisco. The correct position, from 
a rate point of view, of Chicago to San Francisco is in reality the rate from Chicago 
to New York plus the rate from New York to San Francisco. What the interests of 
Chicago and St. Louis seek is to have that compelled rate used as a basis and then 
oblige the railroads to grade the rates from the Eastern seaboard to the Pacific coast. 
That would bring about this result: That, instead of tho rate being $1, for instance, 
from both New York and San Francisco, it would under a graded system be 75 cents 
from Chicago to San Francisco. 

Q. The rate of $1 being fixed as a minimnm on the basis of water competition?— 
A. As a maximum. 

Q. Does the city of Denver make a similar contention that it is entitled to still 
less than the Chicago-San Francisco rate?—A. Yes; there is one of tho difficulties. 
If tho principle involved in the compelled rate is not recognized and protected, and 
this graded system of rates is introduced, you can at once see that with tho rate 
from New York to San Francisco of $1 to begin with, to grade that westward 
you would soon reach a point, perhaps after you left Denver, where there would not 
be any rate to decide. You wonld l>o carrying goods for nothing. 

Q. Under present conditions a jobbing merchant in Chicago can compete on even 
terms with one in New York in tlm whole California territory ?—A. That, is appar¬ 
ently true, but not wholly true for this reason. The Chicago merchant has against 
him tho rate that it originally cost him to got his stock from the East to Chicago, 
which must be added to that i ate which he must, pay from Chicago to San Francisco. 
There is that much against him. 

Q. You have testified that the through export rate would he almost as low to 
Chicago as to New York.—A. Well, on imported goods that statement which I have 
just made would not apply. I was speaking of a shipment originating in tho East 
and rehandled by a Chicago man dealing in San Francisco. 

Q. (By Mr. Clauke.) Do the New York merchants generally favor the building of 
the Nicaragua Canal?—A. I do not think 1 am qualified to answer that question. I 
would like to explain that our association has undertaken so much that there are 
some matters wo nave been compelled to overlook. That canal question, although 
of very great importance, wo have not had time to take up as yet; but wo propose 
to do so. 

Q. (By Mr. Kennedy.) Do I understand you to say that 3011 believe the inequal¬ 
ities and evils in the classification, from your point of view', w ould he cured by the 
combinations and consolidation of the railroads?—A. No; not tho classification mat¬ 
ter. They seem in that respect to.have adopted a new system of advancing rates. 
We do not know that they are going to continue to do it, but they have the oppor¬ 
tunity to do if they desire. There is not anything to restrain them. 

Q. What is it that will lie cured by consolidation?—A. Other practices. For instance, 
rebates or discriminations of of her nature, particularly in the matter of scaling rates. 

Q. You said this morning, I believe, that these discriminations which w ere effected 
by the advances iu classifications were practically rebates, did you not?—A. I do 
not want to be understood iu just that way. The idea I wish to convey was that 
by manipulating tho classification there was an opportunity to accomplish the same 
thing as is accomplished by rebates. 

Q. You Bpoke this morning about some, classes of articles that were not discrimi¬ 
nated against in these recent changes in classifications and mentioned paper as one.— 
A. Yes. 

Q. Do you attribute that to the influence of the paper trust, or to a fear of the 
influence of the newspapers in case paper was advanced?—A. No; that was merely 
an assumption on my part that that was done. I arrived at that by checking from 
the list w hen the advances were made, and I was very much surprised to find that 
a good many of these articles that are controlled by these combinations were not 
disturbed; and naturally the question arose in my mind as to why that should be, 
and the answer suggested itself. 

Q. (By Mr. Ripley.) I would like to ask whether there is any complaint about the 
regulations as to the style of package, as to this make-up of froight in these different 
classifications?—A. Yes. 

Q. Has the Interstate Commerce Commission any power whatever to prescribe 
such regulations as those of which you speak ? I las it my supervision over classifica¬ 
tion or the detailed regulations for shipment of freight, or in this matter are you 
entirely at the mercy of the railroad?—A. Entirely so. Referring to that style oi 
package again. The Southern classification has a clause to this effect: li Property 
presented to carriers packed in so-called boxes or cases made from strawboard 
featherboard, wood-pulp fiber, wire-split wood, and other analogous material! 
included in wooden frames, will be charged 10 percent higher than the classi flea 
tion provided for such property in boxes or eases.” 
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To illustrate that: A fiber box has a frame, or more correctly speaking, a crate, 
mado of strips of wood to form the corners, and instead of wooden boards for the 
sides and bottom and ends and top, they use this filler board which produces a case 
weighing very little, and which is quite strong and waterproof. Naturally it is light 
in weight, and being light in weight makes a shipment made in that style of case 
weigh less than one shipped in a wooden box. The railroad loses the freight on 
that extra weight, and in order to restrict the use of these liber cases which are used 
by milliners and merchants who ship the liner styles of drygoods, they make this 
discrimination, and charge 10 per cent higher rate on all freight shipped in these 
boxes. 

Q. Is there a similar complaint respecting discrimination as between barrels and 
boxes, or other arbitrary distinctions made by railroads against which the shippers 
have no remedy ?—A. Yes: in hardware tlieie aro instances in which they charge a 
higher rate for goods packed in boxes than in barrels. The railroads explain that 
by claiming that the shippers will put goods in boxes—particularly hardware, and 
if it is a high class hardware they will call it low class hardware, and thereby got a 
lower rate of freight. 

Q. The point 1 wish to bring out is simply this: Would tho merchants welcome 
some extension of the powers of tho Interstate Commerce Commission which would 
enable them to pass on the reasonableness of such regulations as these, or such 
regulations aN those of which the ones you mention are t,\picalf—A. Yes; it seems 
to us that, in the absence of the privilege of representation by shippers on these 
classification committees, there should be at least a power lodged somewhere that 
could take up questions of this nature, and determine what is reasonable and what 
is just. It is entirely optional with the railroads now, however strong or meritorious 
your case may be, whether they will pay any attention to it or not. Take this 
samo southern classification committee. They have had arguments presented to 
them that we think ought to convince anybody, and they do not make any response. 

So far as our views in relation to that question are concerned, I would like to read 
an extract from a statement I mado at tiie commerce convention m St. Louis. We 
have taken this position, briefly stated: (1) “That the Interstate Commerce Commis¬ 
sion should consist of at least 8 members, among whom shall be lawyers, railroad 
experts, and representatives of the shipping public; (2) that the commissioners 
should be appointed to hold oflice during good behavior, as in the case of the United 
States Supreme Court; (3) that common carriers should be given the right to enter 
into agreements, approved by tho commission, in respect to interstate commerce 
only lor the purpose of carrying into offoct the provisions of tho act.” That was in 
connection with the effort that was mado to pass what is known as Senate bill 1439, 
known as the Cullom bill. 

Q. (By Mr. Kennedy.; There is a probability that thero will be such a commu¬ 
nity of ownership of railroads that thero will be nobody to enter into an agree¬ 
ment—it will be all under one bead?—A. Yes; that is a possibility. 

Q. Thero would bo no uso for such a provision as the third one read, then. 1 want 
to ask you if your people nave any complaints to make against the commodity rates 
of the railroads?—A. Nono of our membors have as yet asked us to make any com¬ 
plaint. The commodity rates, I may say, are very low. 1 havo never known of a 
case where it has been necessary to complain of them. At times they discontinue 
some of them, and you may then hear some complaints seeking their reestablish¬ 
ment. But, generally speaking, I am not familiar with any complaints made of 
commodity rates. I might add to that tho statement that these commodities are, 
most of them, controlled by combinations—industrial or trade combinations. 

Q. (By Mr. Kiplky ) The whole question of classification of all the higher classes 
applies primarily to the small shipper?—A. Yes; the small shipper is tneonewho 
is suffering and tho one who is being pinched by these advances in classification. 

Q. (By Mr. A. L. Harris.) 1 have a few questions 1 would like to ask tbat have 
beeu partially covered. You stated tins morning that the net receipts from the 
Southern territory had increased about 20 per cent, as I understood it?—A. Yes. 

Q. Can you give tho per cent of increase of net earnings in the Trunk Line terri¬ 
tory?—A. I have that information (addressing Mr, A. L. Harris]. I will not be 
positive, but I think it is somewhere in the neighborhood of 30 per cent. 

Q. Can yon give it for the Western territory?—A. I have not as yet seen any fig¬ 
ures on that.. 

Q. By this reclassification in the different territories, can you even approximate 
the increase in freight rates?—A. I covered that this morning, I think. 

Q. In all tho territory!—A. I think 1 gave the per cent in each. 

Q. You gave the per cent of articles that were reclassified.—A. I will give that 
again for your information. Tho official classification committee on January 1,1900, 
advanced in class 818 articles on the merchandise list, in which there are a few over 
3,000. These advances, taking tho scale of rates from New York to Chicago as a 
basis, I may say it is a physical impossibility to ascertain what the advance might 
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be from all points to all points upon all classes for all distances; so for that reason 
I have eudeavored to get at it by selecting the New York-Chicago rate as a basis. 
The advance was 35.5 per cent. 

Q. You have given that for each one of the 3 divisions that you named this morn¬ 
ing?—A. Yes. 

Q. Now that was done not by increased freight rates, but by change in classifica¬ 
tion?—A. By change in the classification entirely. 

Q. Would there not have been more complaint made if they had allowed the 
classification to remain, and had changed the scale of rates?—A. I think not. 

Q. There would have been no objection?—A. Not the same objection, becauso if 
you advance the scale you assess the advance on the entire value of the traffic 
moving; by the other method you can advance the rates on just a portion of the 
traffic. This method exempts the commodities from any advance, because the com¬ 
modity rates are not covered by the classification at all; they are separate and dis¬ 
tinct from the classification. 

Q. Now you spoke of the Cullom bill, approving its general provisions. If the 
railroads agree upon a classification m these different territories, would there not 
be some protection in having somebody like the Interstate Commerce Commission 
authorized to approve that classification and not permitting it to be changed for a 
certain period of time?—A. Yes. 

Q. Would that steady conditions to some extent?—A. It would. 

Q. Can you Bee any objection to that on the part of the railroads after they have 
made their own classification?—A. I can not; no. In protesting before the official 
classification committee in January, 1900, 1 called their attention to theJaet that 
their classification had been in existence then 13 years, from 1887 to 1900. It had 
been established by a committee of exports who naturally would he supposec to 
sift every item that was brought before them for classification, and I put it to them 
this way: '‘If you insist upon those adsances, you must either admit that your 
experts did not know their business, or you must defend the charge of being arbitrary' 
in your advance.” Now, for 13 years practically the same men had handled classi¬ 
fication matters for them, had adjusted all these matters. Then, all of a sudden, 
they reached the conclusion that everything they had done had been wrong, and 
they revised it in a wholesale way. We can not understand why it is that a classi¬ 
fication after it is once established is not as permanent as any other standard of 
measurement. It is a standard of measurement after all. 

Q. You spoke of the consolidation, of community of interest of railroads. Does 
that relieve the general public from the need of protection through some body like 
the Interstate Commerce Commission?—A. Not necessarily so. 

Q. Would a body like the Interstate Commerce Commission, constituted as you 
have defined in your paper, be more or less needed as the railroads became consoli¬ 
dated?—A. I am inclined to believe it would be less needed in this way, that there 
would not be so many complaints, perhaps, but the complaints that were made would 
he just as important. 

Q. Wherein would the general public ho protected?—A. By this community of 
interest. They would be only protected by tho elimination of competition, which I 
regard as a daugerous thing in transportation matters. 

Q. The elimination ot competition is dangerous?—A. No. I Hay competition itself 
in transportation matters is, to my mind, a dangerous thing. This community of 
interest would eliminate that competition by grouping the roads together, and 
practically making one family of them all. 

Q. Are you of the opinion with the common carriers of tho country that nobody 
should have any control over them ?—A. No. I think they should have. 

Q. As competition is being eliminated, does the importance of some controlling 
power become greater or less?—A. Well, I think the necessity for control would 
still he there. As 1 have stated, the Interstate Commerce Commission might not 
have so many complaints presented to them, hut those they did have would l»c just 
as vital; and it is important that a supervising power should he lodged in some¬ 
body, not leaving it entirely to the railroads to exercise their own will. 

Q. Is the existing power of the Interstate Commerce Commission satisfactory to 
the general shipper?—A. No. They do not seem to be able to enforce their orders. 

Q. Why is it that they are not able to enforce their orders?—A. Well, there is a 
legal point involved there that I am not familiar with. 

Q. Does the law give the power? Is it the fault of the Interstate Commerce Com¬ 
mission?—A. It is the fault of tho law itself. The law is vague and indefinite. 

Q. Has the Interstate Commerce Commission as much power now as it had when 
it was first organized?—A. I think not. I think the Supreme Court has curtailed 
its power to some extent. 

Q. Is tbero any encouragement at the present time for tho shipper who feels that 
he lias been discriminated against or injured to flic a complaint before the Interstate 
Commerce Commission?—A. No; not the slightest. They simply regard the Inter¬ 
state Commerce Commission about the same way as you look upon a sifter—that 
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they sift these matters and arrive at certain conclusions, and that is all they can do. 
Their order practically amounts to a recommendation; that is as far as I can say. 

Q. You would enlarge the members of the Interstate Commerce Commission so as 

to take in the various industries so that they would be able-A (Interrupting.) 

We had thought that over and it seemed to us that if it was made too large they 
never would be able to accomplish much. There would be too many conflicting 
interests. For that reason we cut it down to 8 members—some lawyers, some rail¬ 
road men, and some shippers. 

Q. Would you compel the carrier complained of to come in and make his defenso 
before the Interstate Commerce Commission?—A. I should think so. For instance, 
when they take an action similar to that taken by these classification committees I 
think they should be compelled to present some reasons and defend their course. 

Q. What is tho practice now with the carrier complained of? Does he mako any 
defenso before the Interstate Commerce Commission, as a rule?—A. Oh, yes; he. is 
represented by counsel, and they plead, in a way, about tho same as they do in the 
courts. 

Q. Now, when a finding is made by the Interstate Commerce Commission, how 
soon is that oxeeutod?—A. That I can not answer. I do not remember as to whether 
the law is specific in that respect or not. 

Q. Is it or is it not a fact that years frequently intervene before there is a final 
hearing and docree?—A. Yes; they have on their docket numerous cases that they 
have never reached as yet, and some of them have been ponding for years. 

Q. What effect does that have on the complainant? Is it any encouragement 
to him to pursue a lino laid down by tho interstate-commerce law?—A. Not tho 
slightest. 

Q. (By Mr. Clarkk.) Is tho delay of which you complain regarded as the fault of 
the law or the fault of the commission?—A. I do not know that any fault in the law 
could keep them from rendering a decision. 

Q. (By Mr. A. L. Harris.) Is the delay caused by tho Interstate Commerce Com¬ 
mission or is it caused by the circuit court?—A. There may be various causes why 
they do not operate more quickly. Take, for instance, that transcontinental case 
which is before them, and has been before them for, I think, a year or two. That is 
a very much-involved subject. If the commission decides that tho grounds taken 
by St. Louis and Chicago interests are good and sufficient, and decides in their favor, 
it would practically amount to a readjustment of rates almost the world ovei. 
Naturally, with a question like that before them they are excusable for being slow. 

Q. Would you liavo a provision in the law to advance cases taken to the United 
States circuit court on the docket so they could he tried within a reasonable time?— 
A. Yes. 

Q. Would you be willing to give to the Interstate Commerce Commission jurisdic¬ 
tion to pormit their finding or judgment to go into effect at once, subject to appeal 
to the circuit court?—A. ll it would he of interest, I havd a statement here that 
covers a good mati.v of these points, and if there is no objection I will read it. 

Q. I would like to hear it, so far as I am concerned.—A. This was before the Inter¬ 
state Commerce Law Convention, held at the Planters’ Hotel, St. Louis, called for 
tho purpose of taking action to secure the enactment of Senate bill 1439, known as 
tho Cullom bill, which was on the calendar of tho United States Senate at its last 
session. 

(Reading:) “In representing Tho Merchants’ Association of New York 1 desire to 
state that there are some matters connected with the measure now under considera¬ 
tion that we felt should bo further discussed; or, to put it in another way, we thiuk 
that tho bill pending before Congress should be amended so as to embrace some 
features we have in mind. 

“So far as the bill in its details is concerned, our association lia6 already put 
itself on record before the Interstate Commerce Committee of the United States 
Keuato. This position was sot forth by mo, under instructions from our officers, 
when I had tho honor to appear before that committee last spring. It was then 
stated that we were convinced of the necessity of amending the ‘Act to regulate 
commerce’ in such manuer as would remove defects therein which the test of 13 
years’ experience in the practical application of tho present form of tho law had 
developed. It still seems to us that t he proposed measure, with the changes I am 
about to indicate, will effectively strengthen the weaknesses that have been made 
apparent. But, on the other hand, we are convinced that in tho criticism that has 
been aroused against, and in the arguments that have been filed in opposition to, 
the adoption of tho proposed measure as it now stands, there are some features 
which are of sufficient merit to indefinitely postpone its enactment, or possibly to 
accomplish its ultimate defeat. 

“ It will not he denied that the proposed amendment imposes upon the commission 
vast responsibilities and duties involving matters of grave importance, and in amend¬ 
ing the law this should not, in our opinion, be lost sight of. In the judgment of those 
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I represent, the Interstate Commerce Commission should be removed from all suspi¬ 
cion of political influence, so far as that is possible, in its make-up and in its life, so 
that in the eyes of the public it may stand upon a plane similar to ihat occupied by 
the Supreme Court of the United States. If it is to make decisions on the intricate 
and far-reaching questions which- are to come before it under the enlarged powers 
which it is proposed to give this commission in this bill, conservative people would 
feel far safer if they knew that the commission was removed from politics and all 
political influences. 

“ I do not mean to imply by this hint that the present body is susceptible to politi¬ 
cal influences, but in the very nature of things such influences are almost ceitain to 
have weight in the determination of questions, unless its members feel that they do 
not owe their existence or continuance in office to any political backing, or are to be 
plunged into the midst of political agitations for the purpose of holding themselves 
in power. 

“ In fact, I think wo ought to go a stop farther in amending this bill and provide 
that the number of commissioners shall bo increasod so as to include among them, 
tirst, men trained in railway freight management, and, second, men who are thor 
oughly iamiliur with commercial affairs, who could act as advisers in the practical 
and technical questions which are sure to come before them. 

“The adjustment, of rates in interstate commerce w a delicate task, involving 
intricate questions. While, undoubtedly, an administrative body of proper juris¬ 
diction may determine principles which are supposed to underlie matters of this 
sort, yet, in deciding the proper application of those principles and the equitable¬ 
ness or reasonableness of rates under the complex conditions existing in this country, 
there ought to be jimoiig the members of that body those who have made a study of 
the subject in all its involved ramifications. 

“I think you will find, as this question is agitated in the public press and else¬ 
where, that the. principal opposition iroin conservative people, and the principal 
opposition a* heretofore expressed by the representatives of the railroad corporations, 
against giving to the Interstate Commerce Commission the enlarged powers pro¬ 
posed in this bill arises from the fear that the questions of great import to be decided 
will be passed upon by men not trained to regard the subject from other than ele¬ 
mentary, purely legal, or political standpoints. 

“ Briefly stated, we believe— 

“ l. That the Interstate Commerce Commission should cousist of at least 8 mem¬ 
bers, among whom shall be lawyers, railroad experts, and representatives of the 
shipping public. 

“2. That the commissioners should be appointed to hold office during good be¬ 
havior, as in the case of the United States Supremo Court. 

“3. That common carriers should be given the right to enter into agreements, 
approved by the commission, in respect to interstate commerce, only lor the purpose 
oi carrj ing into ell'ect the provisions of the act. 

“Our reasons for the tirst two propositions have been set forth abo\ e. With respect 
to the third, we may say that aside from the fact that it is our belief that no amenda¬ 
tory legislation can be passed unless this feature is included, we aie convinced that 
the changes in business methods and conditions which have been wrought by the 
consolidation of industrial, manufacturing, and business interests make this privilege 
essential to the successful administration of the act. The foundation for this belief 
is the thought that powerful corporations which have in the past become accustomed 
to ignore the law w ben they felt that its strict observance by them was detrimental 
to their interests, will continue to find secret and illegal ways and means to compete 
for the large volume of traffic controlled by commercial combinations, notwithstand¬ 
ing the stringency of any laws that may be passed. Legalized right of contrat t 
among carriers will, we feel, minimize the incentive to practice illegal acts and bring 
to the aid of the commission, in the discharge of its important functions, that degree 
of cooperation on the part of railway managers that heretofore has been so necessary, 
but at the same time is so conspicuously absent. It also removes the objection that 
the proposed legislation is solely in the interest of shippers. 

“ By adopting these suggestions and making the changes in the hill outlined abovo, 
it seems to us that the principal points of the opposition heretofore strenuously made 
by the representatives of the railroad corporations to this measure, and the opposi¬ 
tion in the minds of conservative people, now raised and which will be raised in tlm 
future by agitation on this subject in the press, will be eliniinated. That, too, at 
no sacrifice whatever of the object which you are desirous of and striving to attain, 
namely, an equitable adjustment of maintained and reasonable rates throughout the 
United States. 

“ In conclusion, I am authorized to say that if it shall prove that the interstate- 
commerce law can not be amended in a manner that will assure its successful admin¬ 
istration, we shall energetically labor for its repeal and a return to the condition 
existing prior to 1887, from which the entire subject can be opened up anew under 
the changed conditions now existing in the country. 
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“The law in its present form, as construed and applied, is a conspicuous failure. 
Ineffectual attempts to administer it result not only in the useless waste of at least 
$250,000 public fun is per annum, but it is continually used as a screen to conceal 
the very practices it was designed to prevent. It serves to operate as an inducement 
to secret bargains and agreements, and encourages a growing indifference to the 
majesty of the law, which the interests of the business public demand shall he 
checked. This can best bo accomplished by wiping it out of existence.” 

Q. (By Mr. A. L. Ha unis.) One thing moro: As the railroads become more and 
more consolidated, will not that to some extent simplify the objection to iixing rates 
by these largo corporations to be approved by the Interstate Commerce Commis¬ 
sion?—A. Yes. 

Q. And in that way, at loast, will aid in simplifying the work of the Interstate 
Commerce Commission, properly organized?—A. Undoubtedly. 

Q. And will not the people bo greatly protected, or feel, at least, that they nrn 
greatly protected, if the Interstate Commerce Commission is reorganized on the 
plan that you have outlined?—A. Yes. 

Q. (By Mr. Kennedy.) What do you mean by approving the rates? l)o yon mean 
that the Interstate Commerce Commission might not havo such an intimate knowl¬ 
edge of the rate question as to bo able to intelligently pasN upon all the rates?—A. 
Yes; that is absolutely essential. The commission must have some knowledge of 
the subject, otherwise they can not say what is reasonable. A man must have some 
knowledge of a subject or he can not see a fact when it is right before him. This 
subjoct of classification is one of the most complex subjects that thoro is on the face 
of the earth to-day. It does not respond to logic or mathematics or any other treat¬ 
ment. It is a separate and distinct study. 

Q. l)o not some railroad people contend that it. is impossible to set up a body of 
(lovernment commissioners who can pass upon the rates, or practically make the 
ratos?—A. Yes; and they aro right in that. 

t^. They are correct in that?--A. Yes. 

(By Mr. A. L. Harris.) But suppose the Interstate Commerce Commission has 
a life tenure or long tenure?—A. Take, for instance, the present commission. They 
base now had l!i yoais’experience. They ought to be educated up to the point 
where they are quite expert in those matters. 

Q. (By Mr. Kennedy.) Practical railroading?—A. No; not railroading, but the 
rate questions. I must say T sympathi/e with these people—these traffic managois. 
Anybody who has had any experience with the business knows just what a difficult 
undertaking it is to handle a railroad pioperly from the rate point of view. Wo do 
not take the position that all traffic managers are corrupt. Some of them mean to 
do just as correctly as may be possible, but it is quite often the case that their hands 
are tied. They can not do what they want to do aud what they think is right, 
because of the existence of conditions over which they have no control whatever. 
Now, it is that training that the men should have who possess the rate making 
power. Tliero should bo railroad men on the commission—not entirely railroad men, 
but enough there to assist the otliors in arriving at conclusions. 

Q. I hoard one railroad man say that tliero were hundreds of thousands of differ¬ 
ent rates, and it would defy any body of men to get together and be able to pass on 
that intelligently.—A. Yes; that is all true. 

Q, Do you not think the hotter way would be to let the railroads make the rates 
and then let the Interstate Commerce Commission have the power to simply chauge 
them when they were found on complaint to he unjust?— \. That is practically the 
rate-making power. If you havo the power to change the rate, it is practically 
the rate-making power. I would not want to have the power to make the rates 
taken entirely away from the railroad. 

(j. (By Mr. A. L. Harris.) The Cullom bill does not provide that.-A. No. 

(By Mr. Kennedy.) I suppose you know what a certain railroad president said 
in New' York—that be would rather have a. place on the Interstate Commerce Commis¬ 
sion, if lie was \enal and inclined to make money, than to have a free license to loot 
the United States Treasury?—A. Well, he might with just as good grace have made 
the same remark of the Supremo Court. We have to trust somebody. I do not see 
why a man can not be just as honest on the Interstate Commerce Commission as he 
can sitting oil the Supreme bench. 

Q. (By Mr. Clarke ) However great may bo the intelligence or expert knowledge 
of the members of the commission, still you wonld not have them decide a question 
without hearing evidence, would you?—A. No. 

Q. Then practically the commission becomes a judicial body, does it not?—A. Yes. 

Q. You consider that the decisions of the Supreme Court of the United States on a 
question appealed to it from findings below should be respected, even though the 
members of that great tribunal may not be expert in their knowledge of the ques¬ 
tions involved in the case; therefore, if the Interstate Commerce Commission liave 
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the power to fix rates, is it not more important that it he composed of gontlemen of 
good judicial minds than of men who may have had some service as freight clerks?— 
A. Well, I think a judicious mixturo of both is the proper thing. I would not ques¬ 
tion a decision oi ruling of the Snpreme Court ou ordinary matters, hut I do know 
that in this particular questiou it is hard to got at the facts and give them in such 
a way that they will he understood by a person who has not had actual contact and 
actual experience. For instance, I have frequently talked with gentlemen who 
wero as brilliant and brainy as they could he on other subjects, and they would not 
understand what I was talking about at all. 

Q. I have not yet heard you answer Governor Harris’s question as to whether or 
not you would give tho Interstate Commerce Commission power to fix rates, and 
have it provided by law that those rates should go into effect oven though appealod 
from by tho railways.—A. I do not know any other way than that of accomplishing 
the thing in view, which is that there mnst somewhero be lodged power to do tho 
thing that you want to have done. Now, leave it the other way. If a commission 
appointed to take charge of matters of this kind and of this importance can only go 
up to a certain point, and when tho time for action comes they can not go beyond 
that point, I do not see the use for their existence at all. If they can only recom¬ 
mend, they can not produce results. 

Q. What is the universal effect of an appeal in law?—A. That I can not answer; 
I am not la wyer enough. 

Q. Docs it not vacate a judgment or suspend its operation until final judgment is 
given by the appellate tribunal ? In practice, if a different rule were to he adopted, 
would not inextricable confusion result?—A. It might in other matters; but, ns I 
have stated, I am not one of thoso who would liko to see the power to make rates 
taken away from the railroads themselves; but there must be a governing body 
somewhere. 

Q. If yon give the Interstate Commerce Commission power to disapprove a rate 
agreed upon by the railroads, do you not thereby give them power to fix the rate?— 
A. That depends upon the strength of that disapproval—the conditions under which 
that power to approve or disapprove is given. 

Q. You say you wish to increase their power?—A. Yes. 

Q. If the railroads agree upon rates which are satisfactory to everybody, there is 
no need for the commission to have anything to <lo with it, is there?—A. That is 
true. 

Q. Then your desire is to givo them power to disapprove a rate and provont it 
from going into operation, is it not?—A. Yes. 

Q. In practice, therefore, would not that give them power to fix the rate?—A. It 
would be equivalent to the powei to fix rates. 

Q. Suppose they fixed a rate and the railroad people appealed, and then in 6 
months the appellate tribunal reversed the decision of the Interstate Commerce 
Commission disestablishing that rale; then the railroad companies would have to 
make the rates themselves, would they not?—A. Yes. 

Q. Would not the conferring of that power on the Interstate Commerce Commis¬ 
sion result in very great confusion in rates and in the business of merchants with 
railroads?—A. You mean if the case was decided against the railroads and appoaled 
by the railroads? 

Q. Certainly.—A. The appeal, as I understand it, operates to set aside tho decision. 
Would not that leave it on tho basis upon which it began ? Would not tho rate com¬ 
plained of then he in effect just the same as if there had been no action brought 
before the commission? 

Our reason for desiring to put more power in the hands of tho commission is this: 
It is a well-known fact that if the railroad takes action they might carry that out as 
soon as possible. I f a shipper feels himself aggrieved and presents the matter before 
the commission and secures a judgment, the next thing they can look for is an appeal 
by the railroad, and the railroad can afford to spend $20,(X)0 or $30,000 for the cost of 
legal action, hut there are not many shippers who can do that, and it is through 
abuse of those privileges that this question lias been brought to the position it is 
now in. We had a case against the express companies. It cost us $30,000 beforo wo 
got through with it; it went right up to the Supreme Court. 

Q. The point I wish you to be very clear upon is whether putting a decision of the 
Interstate Commerce Commission into immediate effect, notwithstanding it may be 
appealed from, would not induce great confusion?—A. Not necessarily so; no. 

Q. Supposing the whole thing were reversed in a very short time—now, you have 
been pleading for steadiness of rates?—A. Yes. 

Q. Would this induce steadiness?—A. I can’t sec why it would not. It is not fair 
to assume that a body as dignified as that is would trifle with a question and jump 
in and begin slashing right and left, simply because it bad the power to do it. I do 
not think that is a reasonable expectation. They would bo just as cautious as could 
be expected. 1 think that is one of the difficulties. It seems too often to be assumed 
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if you give a commission the power they seek they are immediately going to run 
away with it. I don’t look for anything of that sort. 

Q. Wholly irrespective of whether the commission will be better than the law, do 
you think it would be a wise law to authorize the immediate execution of a judg¬ 
ment which can bo appealed from?—A. That is another legal question that I am not 
qualified to deal with. 

(Testimony closed.) 


SUPPLEMENTARY STATEMENT OF PROF. FRANK PARSONS, 

President of the National Public Ownership League. 

As the vice-president of the Western Union and the general manager of the New 
York Telephono Company have referred to parts of my testimony in criticism, ques¬ 
tioned my sources of information in relation to two of the facts cited by me, and 
misunderstood my position in some respects, I trust it may be deemed proper for mo 
to make some explanation and suggestive comment in the interests of thorough 
understanding. 

Remarks were made by the general manager (somewhat modified in his revised 
testimony) tending to throw discredit on my sources of information in respect to 
two cases without inquiring what those sources were. In fact, they were of the 
highest, character in both instances. 1 got the data relating to the Cooperative 
Telephone Company of Grand Rapids, Wis., from Mr. John A. Gaynor, the first 
president of the company, a man of excellent repute and thoroughly familiar with 
the facts. At the time of my testimony I held in my hand a hitter from Mr. Gaynor, 
written a few days before, and from that letter I took the facts about linos, cost of 
construction and operation, net charges, etc., that I gave tho commission. The facts 
about the Government telephones 1 obtained directly from the books of the Depart¬ 
ment hy a porsoual visit to the Patent Oflice building in 1896. The general manager 
said he thought it perfectly safe to say that the expenses of a man to attend to the 
maintenance, of the plant were not includod in the $10.25 total cost per phone. The 
fact is, however, that one of the items in the Government account was $900 a year 
for the services of an expert electrician under contract to attend to tho maintenance 
of the plant, which duty took only a part of his time. The general manager’s 
statement as to the nso I made of the Government data is also incorrect, as may be 
seen by examining my testimony. I used the data to show that the Jlell Company 
was wrong in that case in its refusal to reduce rates, wherefore it may be mistaken 
in other cases as to the practicability of low rates. At the time of my testimony I 
did not know that the Department cxchauge had been given up, but on inquiry I 
find that it has; that the installation was not satisfactory (a thing that has hap¬ 
pened many times in private systems also), that a wider service was needed, and 
that tho Hell folks withdrew their refusal to make reasonable rates to the Depart¬ 
ment and now supply nucIi wider service, long-distance facilities, and all, at rates 
that come down closo to the cost under the Department system with its compara¬ 
tively narrow service- all the way down, perhaps, considering the additional facili¬ 
ties now enjoyed. 

The statement I made about the wages of telephono girls related to the general 
situation in this country, and is not met by a comparison of foreign wages with 
those in New York City, one of the highest wago centers in the United States. I am 
informed on high authority (that of a leading telephone official) that in the smaller 
places the companies pay many of their telephone girls only $10 and $12 a month, 
$10 being considered good pay. Compare what the general manager says about 
wagos of telephone operators in Franco amt Switzerland. 

My position on the fiat-rate question was misunderstood. I believe in the meas¬ 
ured service plan for large places, but think the double flat rate (residence and 
business) simpler and better for small exchanges. If tho message charge is carried 
too far it limits communication where no end is gained by the limitation, as well as 
where limitation is useful. 

Tho general manager's data of telephone development are of great interest, but 
the comparisons made do not have the bearing impliedly given them in reference to 
the influence of public ami private ownership on telephone development, because of 
tho mixture of other causes, and because of tne selection of American cities entirely 
from the list of those most highly developed. That New York City has 26 telephones 
per 1.000 people while Paris has 13 per 1,000 proves nothing as to public ownership, 
because there is even a greater difference in favor of New York in respect to transit 
and other interests which are private in both cities. Moreover, tho heart of New 
York (Manhattan and Bronx) is selected for comparison with Paris instead of taking 
tho whole city, Greater New York. It would be fairer to compare London’s 7 tele¬ 
phones per 1,000 people, under private ownership, with the 13 per 1,000 in the public 
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system of Paris, for general conditions are more similar in London and Paris than in 
New York and Paris. It should be noted also that the 7 per 1,00() of the private sys¬ 
tem in London, and the low development in Warsaw and Moscow and other half 
civilized places are among the principal factors in pulling down the average of the 
European cities dealt witn by Mr. Bethell. Instead of comparing the 26 telephones 
per 1,000 of population in the heart of New York with the 25 per 1,000 in the whole 
of Berlin, why not compare Greater New York’s 20 per 1,000, or Brooklyn’s 11 per 
1,000, or Philadelphia’s 16 telephones per 1,000, or St. Louis's 17, or Washington’s 14 
per 1,000 with Berlin’s 25 per 1,000? With smaller places, Larchmont’s 180 phones 
per 1,000 people is contrasted with Trondhjem’s 38 per 1,000, but it is not explained 
that Larchmont is a gilt-edged residence town idled with wealthy New Yorkers, 
while Trondh.jem is a city of more than 30,000 with the various classes of people in 
ordinary proportions. It would be fairer to contrast the 6 telephones per 1,000 in 
the Bell system in Chester, Pa. (34,000 population), ortho 10 por 1,000 in Camden, 
or the 19 per 1,000 in Trenton, N. J., or the 14 per l,i00 in Wilmington, Del. 

If a city of low general condition shows a higher telephone development than 
anothor city that is m general more civilized and progressive, then some valid infer¬ 
ence may be drawn as to tho effect of differences in rates ami management/ But if 
the more civilized and progressive city has tho higher telephone development, that 
is what might be expected even in spite of overcharges. The truest comparison is 
between public and private ownership in the same place, and Mr. Bothell’s state¬ 
ments about Stockholm 1 and the movement from private to public telephone sys¬ 
tems in Amsterdam, Denmark, Sweden, Austria, Switzerland, France, and England 
are of the deepest moment. 

In view of the importance of the subject of telephone development, and the fact 
that the true test of it is not the phonago of a low of the most progressive cities but 
the average development throughout the country, l have drawn up a comparison 
which includes a number of other places besides those mentioned by Mr. Bethell. 
It would be desirable if still more numerous comparisons might be made, and the 
data for 1880 included as well as those for 1900. 


New York City (proper) 

Berlin *. 

Paris*. 

London. 

Manchester, England.... 
Amsterdam,* Holland... 

Boston. 

Vienna,* Aimtria. 

Budapest,* Hungary.... 

Brussels,* Belgium. 

Antwerp,* Belgium. 

Zurich,* Switzerland_ 

Louisville, Ky. 

Trimdlijem,* Norway ... 
Copenhagen, Denmark .. 

San Francisco. 

Stockholm,* Sweden. 


Population, 

1990. 

Ratos. 

Telephones 
per 1,000 
inhabit¬ 
ants, Jan., 
1901. 

2,050,600 
1,884,000 
2,5.lt». 000 
5,631. <t«0 

$60 to $240 
10 to 45 | 
80 (60 now). 
60 and 100 

26 

25+ 

13 

7 

513,060 

$30 and $46 

8.7 

1,635,0(H) , 
729,000 1 
560,000 
278,000 
152,000 | 
204,000 ! 

30,000 
312,859 
342,782 
320,000 

$40 

8 

$50 and $70 
50 and 70 
10 to ICO 

+ 

$8 to $16$ 
27 and 48 1 

$13 to $27 

69 


* The place* marked with a star have public systems, Stockholm having also a private company in 
competition with the Gov eminent exchange 

The data down to and including Larchmont are simply a tabulation of tho principal facta given in 
the general manager's testimony, except the rates in Trondhjem and the population of Merlin, which 
he dill not state, merely saying that, it was about the same as New York. The exact figuies, howev or, 
for 1900, an given in the Statesman's Year Book, show a difference of 100,600 The last 5 ratios of the 
table are probably too high, since the telephone stations are taken from the June book, 1901, while tho 
population data are from the census a year before. The difference in most cases is only 6 months, as 
in Mr. Bothell's data. 


1 When the-Govermnent entered the Held in Stockholm, Mr. Cedergren, manager of the private com¬ 
pany, had 5,000 subscribers, and was running along with single over head wiles. The Government 
started by bringing rales down from $22 and $28 to $10 50 and $22, putting in metallic wires against 
Bingle wires, undeiground against, overhead wherever possible, direct connection with long-dlstiuice 
trunks, and free communication with all places within a radius of 43 miles. The company met the 
competition nobly, gave free service within 43 milos, put in metallic circuits, so t hat, in 1894 there was 
not a single wiroTircuit left in Stockholm; and, with the aid of their big start of 5,000 subscribers, the 
genius of Mr. Cedergron, one of the leading telephonists of Kurojie, the wealth of the owner jvho 
could get along whether he got any profit or not, and the aid of the municipality, which took sides 
with the company against the State. th6 private exchange lias been able to keep aliead of the Govern¬ 
ment exchange in its membership; but it is clear that the impulse for developmontcaine from theGov- 
ernment and not from theoouipany, as Mr. Bethell indicates. (See pp. 335 336, Telephone Systems of 
the Continent, by A. R. Bennett, a leading English expert and former general taanager of the Mutual 
Telephone Company, of Manchester, England.) 
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34,000 
1,203,607 
278,718 
76,500 
73,300 
76,000 
246,000 
175,597 
162,600 
170,000 
575,200 
131,627 
285,700 ' 
352,380 
02,500 
509,000 
325,900 
50,000 
3,437,000 

1,166,582 
67,021 
20,000 
206,000 













$60 to $150 

78 to 120 

36 to 48 

24 to 42 

36 to 60 

54 to 72 

24 to 72 

36 up. 

72 to 93 

/ 60 to 125 \ 

\ 136 to 48 ( 

60 to 150 

48 to 80 



Indianapolis*. 


















_ 


Telephones 
per 1,000 
inhabit¬ 
ants, Jan., 
1001 . 


180 
•+ 
16 
14 
14 + 
10 + 
10 
17 
38 
25 
47 
17 
24 
24 
17.7 


36 

22 

20 

11 

18 

22 

10 


‘Means independent company with a Bell Company also in the Held. All the telephone stations of 
both companies ate included in estimating the number of telephones nor 1,000 of population, but the 
rates given are those of the independent companies, as the lower rate schedule ought to govern develop¬ 
ment where it has once secured a strong exchange. 


It is dear, even from this little table, that other causes than the system of owner¬ 
ship aro vigorously at work. The variations between 6 telephones per 1,000 of pop¬ 
ulation in Chester ami 7 in London to 62 in San Francisco ami 180 in Larchmont, all 
under private ownership, are much greater than the difference between the public 
group and the private group. 

On page 801 of his revised testimony Mr. liethell says: “January 1, 1901, London, 
with a population of 5,633,000, had 41,111 telephones; that is, 7 per thousand. * * * 
Among European cities of its class London's development is exceeded only by that 
of Berlin.” This is clearly incorrect, for, on the general manager’s own data, London 
has less development than Vienna and only about half that of Paris. In fact the 
private system in London has a lower development than any public system in any 
city of its class (over 1,000,000) for which Mr. Bothell presents the ligures—a lower 
development than any system, public or private, in any civilized city of 500,000 
or more for which I have the data. 

1 have taken Mr. Bothell's estimate of “54,6-17 stations” for New York (Manhattan 
and Bronx), or “26 per thousand;” have used that estimate also in figuring the tele¬ 
phone development of Greater New York, and have shown that Mr. Bothell's case is 
not good, even on his own data. It must bo noted, however, that these figures and 
Mr. Bothell’s estimate of $85 as the avorago rate are not the fair data for New York 
in comparing it with European cities, for the reason that these data are based on 
figures which include the telephones in the private branch exchanges in New York. 
Most of these private telephones are for communication between different parts of 
the same establishment, and are used little or none in connection with the city tele¬ 
phone system. These branch phones are very numerous in New York, but are not 
much in use in European cities. The number of stations in New York exceeds the 
number ot' lines connecting such stations by about 42 per cent, while in European 
cities the number of stations substantially represents the number of lines in connec¬ 
tion with the city exchanges. The number of lines in New York January 1, 1901, 
was about 31,750, or 15 to 16 per thousand of population. President Thomas, of the 
Independent Telephone Association of the United States, to whom I ain indebted for 
these facts, tells me that 15 telephones per thousand is about the fair figure for New 
York in comparison with Berlin’s 25 per thousand. Some of the branch phones, how¬ 
ever, are used in connection with the city exchanges, and New York, moreover, is 
entitled to some credit even for private phones; wherefore 1 think the fairest com¬ 
parison probably lies between Mr. Bothell’s figures and those of President Thomas- 
18 or 20 per thousand for New York, perhaps, and 16 for Greater New York. Similar 
considerations apply to Mr. Bothell’s comparisons of European cities with Boston, 
San Francisco, eto. 
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The $85 average rate is the average for all the stations, including the private branch 
phones, for many of which the company receives only $8 and $12 a year, as Mr. 
Bethell has himself informed us, while the European rates witli which it is contrasted 
are rates for direct-line service. President Thomas says that the average rate in 
New York, on the basis of direct service, is $183. “ From the records of the New York 
Telephone Company (Mr. Bothell's company), we find that the average number of 
calls per subscriber’s line per day is 10.6. Assuming that the average user has 10 
calls for each working day, he will use 3,000 calls per year, the rate for which, accord¬ 
ing to the schedule of the New Telephone Company, direct-line basis, is $183 per 
year.” 

Mr. Clark began with a statement which shows an entire misapprehension of my 
testimony. He says the evidence given the commission in favor of the public own¬ 
ership of the telegraph was chiefly based on the conditions of the telegraph in Great 
Britain, Switzerland, and Belgium, and proceeds to point out the disparity of con¬ 
ditions as to population, wires, wages, distances, etc. In fact, however, the said 
evidence was chiefly based on the broad principle that the fundamental test of any 
system is its effect on character, justice, government, civilization—the human effects 
being far more important than any material considerations—and upon the broad 
facts: (1) That a normal public plant aims at service and benefit lor all, while a 
private monopoly aims at dividends or profit for a few; (2) that public ownership 
tends to superior harmony of interest and fuller cooperation, removing the vital 
antagonism of interest that private monopoly creates between the owners and the 
public and transferring the interest of wealthy and influential men to the side of 
good government and uouost administration; (3) that private monopoly means con¬ 
gestion of power and benefit, while public ownership favors diffusion of power and 
wealth and service; (4) that private monopoly means taxation without representa¬ 
tion, with power to make and unmake the fortunes of individuals, cities, States, and 
nations—sovereign power in pri\ate hands; (5) that in the same country, and under 
similar conditions, otherwise than as to ownership, the change from private to pub¬ 
lic ownership has resulted in superior service, lower rates, better treatment of 
employees, less corruption of government, improved citizenship, nobler manhood, 
and higher ei\ ilizatiou; (6) that the mo\ement of civilization is toward the public 
ownership of monopolies, etc., facts entirely independent of the “disparity of condi¬ 
tions” in wages, wires, offices, rates, distances, etc., to which Mr. Clark directs 
attention. 1 These material elements are of much importance and furnish, I believe, 
strong evidence for public ownership, hut not the chief evident e. The philosophy 
of public ownership and cooperative industry rests primarily on considerations 
entirely above the material plane ami wholly out of range of these statistics of dol¬ 
lars ami wires and offices and telephones—as far out of range as good government, 
public spirit, partnership, and brotherly lovo are out of range of the stock exchange. 

As to the data of miles and wires, etc., 1 mile of wire to 76 people in the United 
States against 1 milo to 130 people in Great Britain proves nothing except the rela¬ 
tive sparsity of population in the United States, even if we take no note of the 
evidence that the wile mileage tabulated by the Western Union includes all the old 
rattletrap and worthless lines that were bought, up solely to get rid of rival com¬ 
panies and that were built solely to be bought up.-’ 

The vice-president's statement relating to offices--76,000 post-offices and 3!),000 
places reached by the telegraph companies and their telephonic connections in the 
United States, against 40,000 (estimated) post-offices and 10,K10 telegraph offices in 
Great Britain—shows the telegraph reaching 50 per cent of the post-offices heie and 
25 per cent in (Jreat Britain, as Mr. Clark says. I suggest, however, that the state¬ 
ment is invalid: (1) Because the witness’s own Exhibit B shows that only 20,000 
places are reached by telegraph and telephone, 30,000 being there given as the total 
number of telegraph and telephone distributing offices in the country; (2) because* 


1 Mr. Clark did not touch these fundamentals except where, in answer to questions after ho had 
finished what he wished to say, he denied that the Western Union’s distribution of franks in intended 
to influence legislators, etc., and where he answered “ No” to the question whether or not ho approved 
of the principle (adopted in Europe, Australia, and New Zealand) of administering the telegraph to 
secure the greatest public service, rather than for profit, expi easing personal dissent from a prince 

{ >le, which, if admitted, establishes the case for public ownership and cooperation, since philanthropy 
s not practicable as a general business foundation, and public ownership or cooperation are tne 
only other things that can make it an aim to forego profit and so extend the service to its widest 
limits. Private monopoly must Bay “ No " to the greatest service principle, for profit is an essential 
condition of its continued existence, and profit is inconsistent with greatest, service, for without the 
profit rates could be lower and service greater. 

>8ee 8enate Doc. No. 65, Fifty-stxth Congress, first session, p. 30; Blair (Senate Committee on 
Education and Labor) Report on Labor and Capital, 1883, Vol.Ii, p. 1277; Bingham Hearings on Wana- 
maker Bill of 1890 (House Committee on the Post-Office),p.78, and House Report 114, Forty-first Con¬ 
gress, second session, p. 85, giving the statement of 0.8. Thompson, a prominent telegraph builder of 
New York, in which he says, “It must be remembered that the estimate (in its report) of the quail* 

a of line* owned by the Western Uniou has lieen predicated upon a computation made by simply 
ng together all lines that have come into its possession. Many of these wires have now ceased 
to exist, and others that are still standing are not in operation.” 
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the number given for the British telegraph offices is the figure for more than 2 years 
ago, while the other factors in the comparison are brought down to date; (3) 
because the British post offices are overestimated. The 185)8 report gives the num¬ 
ber of post-otlices as 21,197 and the telegraph offices 10,483; (4) because telephone 
connections are included in the American figures and not in the English; (5) because 
about three-fourths of the Western Union offices are railway offices if the same ratio 
holds as a few years ago, 1 wlnlo less than one-fourth of the British offices are rail¬ 
way offices; (6) bocause there is no mention of the fact that in Great Britain every 
post-office and every post-box is a place of deposit for telegrams. Lastly, the fig¬ 
ures, even if correct, would only show that Great Britain had a much greater rela¬ 
tive development of post-otlices than we have. The implication that tho telegraph 
development in Great Britain is relatively less than in this country is wholly unwar¬ 
ranted, even on tho figures as they stand, since 10,816 offices is a more extensive 
service for tho United Kingdom, with 120,973 square miles, than 39,000 for tho 
United States, with thirty times the area. 

Later in his testimony, the vice-president says: “If you are going to extend the 
telegraph * * “ as was done in Great Britain, to carry it to every hamletthus 
admitting that the development of the telegraph in Great Britain is greater than it 
was in England under private ownership. Afterwards ho says lie thinks “it was the 
policy of extending the telegraph to unprofitable places that caused the deficiency.” 

I suggest that tho vice-president’s comparisons of American rates from New York 
with European rates from London are invalid. (1) Because the American rates are 
interna], while tho European aro international, the messages passing through 2, 3, 
and 4 countries, each of which adds its tariff; (2) because the American rates are 
land rates, while each of the European routes includes the cable from England to 
the Continent, and, as Mr. Clark admits, m answer to a question later in Ins testi¬ 
mony, the cable service is “infinitely” more costly than the land service. 

I suggest further that all his rate comparisons aro vitiated by his assumption of 
11 words as tho average of address and signature, making 21 words to the ordinary 
message as a basis of comparison. In the first place, the addition of 11 w r ords as tho 
average for address and signature is hot justified by experience, or by Western 
Union testimony in the past. President Green, of the Western Union, some years 
ago placed the average number of words in address and signature at 7 per messaged 
In the second place, oven if the average ordinary message here were 21 words, the 
comparison would not fairly present the situation, for, whatever may be tho case 
here, it is perfectly certain that the average message in England is not 21 words, 
but about 15 words. 

The vital matters are tho minimum rates at which messages can be sent, and tho 
actual average charge, for these are the things that in connection with the exten¬ 
sion of facilities really govern the use of the telegraph, and give tho English people 
about double the per capita use of tho wires that we attain. A few words more or 
less to the message is of comparatively little consequence, but tho ordinary minimum 
rate at which any message may he sent determines the strata of the population that 
can afford to use tho telegraph and the frequency of its use by the whole middle 
class. The internal rate in Great Butain is 12 cents; that is, a message from any 
point in Great Britain to any other point in Great Britain may he sent for 12 cents. 
From a point in Massachusetts to another point in Massachusetts the ordinary rate 
is 25 cents. In New York .State the internal rate is 25 cents; in Connecticut, 25 
cents; in New .Jersey, 25 cents, etc. The average charge for all messages in Great 
Britain is about 15 cents, against 31 cents in the United States. By Mr. Clark’s 
admission 3 cents a message addod in Great Britain would pay for all extensions 
and cover the interest charges on a debt overloaded by the purchaso of tho lines at 
about 4 times their value.' Bv Western Union data less than 3 cents of the 21 is 
due to distance, 1 * 4 * and the evidence does not favor the idea that our telegraph tuns 
up its expenses by paying high wages. 6 if, then, the 31-eent charge is not due to 


1 Bingham committee, hearing of Mr. Tlmrber, testimony of Mr. Wiman, a director of the Western 
Union, p. 22. (Soo, to same effect, testimony of President Green, Blair committee, Vol. I, p. 881.) 

a See Senate Doc. 65, Fifty-sixth Congress, first session, p. 14. 

■The Telegraph Monopoly (Equity Series, 1520 Chestnut street, Philadelphia), p. 145. 

4 Sen ate Doo. 35, Fifty-sixth Congress, first session, p. 16, n. 1, and p. 83, n. 3. 

“According to the Tenth Census, volume 4, the average telegraph salary in tho United States for 
1872 was $360. against $288 in Europe, and in 1880 the average telegraph salary was $327 in the United 
States and $320' in Europe, showing a large increase in Europe ana a fall in the United States. In 
view of tho facts that further reductions were made in the United States, causing the great telegraph 
strike of 1883, that tho company won the strike and have continued their policy of wage reduction 

(Senate Doc. 65, Fifty-sixth Congress, first session, pp. 38, 30, and authorities there cited), that 
English wages are above the general European level, and that the British reports show a riso of tele¬ 
graph wages from 55 per cent of the total expenditures in 1881 to 65 per cent in 1895 (the last report £ 
nave in which I find this item dealt with), and from 44 per cent of telegraph receipts in 1880 to 67 per 
cent in 1899, while since 1881 the hours have been reduced in England from 56 per week to 48 day and 
42 night. In view of all these facts it seems clear that tho average telegraph wage is higher now in 
Great Britain than in the United States, this roundabout method being tho only one available since 
the average telegraph wage in this country is uot attainable. 
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distance or wages, and tile efficiency of labor is greater iu the Western Union nvstm 
than in the English-more messages per employee here'-then, whot is the 
for the 25 -cent ininiiiimu »ud the Sl-cent uveriigef , 

The vice-president says thnt the liiiltiniore nud Ohio telegraph (whioh maintained 
a 10-cent rate on 19 long routes anti other low rates averaging I6j cents a message 
on the whole system) became bankrupt in consequence or its low tariff. Hut Mr. 
I). H. Bates who was manager of the Baltimore and Ohio telegraph system, testified 
at the Bingham bearings,* that the Baltimore and Ohio made a profit in spite of its 
low rates, and that the Western Union succeeded in buying up the Baltimore and 
Ohio lines, not because they proved unprofitable, but because disaster overtook the 
road in other departments, and it sold its telegraph business as the most available 
Bource of realizing the funds necessary to right itself. 

Speaking of the charge that inventions have been suppressed by the Western 
Union, the vice-president says: “If the person or persons who make that charge 
will kindly name the apparatus I should be very glad to know it.” The gentleman 
will find a list of inventions on pages 114-146 of Wanamaker’s Argument on the 
Postal Telegraph, 1890, in respect to which 1 lie Postmaster !Jeneral said (p. 11): “I 
have had enumerated, perhaps, a score of devices already patented for the purpose . 
of cheanoning and quickening the telegraph service, which find no use and no proHt 
under tne present condition. I am not an expert iu electrical matters, but I know 
that all of these inventions can not be wholly bad. I am sure that many of them 
are good, but they can not be got into operation with the Held monopolized. The 
public can not have the benefit of this rare class of American brains, nor cau tbo 
inventors find a deserved remuneration for their work. The Western Union Com¬ 


pany, having the control of the telegraph business, has no use lor devices which 
cheapen and quicken the telegraph service and warrant a claim lor reduction of 
rates. The public, not knowing what it misses, can not become aroused to the 
defects in methods now in voguo. If once a break is made in this lampart of tele¬ 
graph monopoly, not ouly will the men and women who build and use the telegraph 
wires find a better market for their fidelity and skill, but inventors, knowing that 
their cases are to be tried before an impartial court, will also find a spur to better 
efforts.” 


The statement about the potential pressure for the withdrawal of the postal telo- 
graph bill of 1890 made to me by Mr. Wanainakor, in the presence of several others, 
is said b\ the vice-president to be without justification. Mr. Wanamaker's high 
honor and excellent judgment make me feel otherwise, but I suggest that ihe cor¬ 
rectness of Mr. Wanamaker's information is not incompatible with Mr. Clark’s 
belief in the matter. The witness does not seem familiar with this side of the com¬ 
pany’s affairs. He even says that the giving of telegraph franks is entirely a personal 
courtesy, and that the company does not expect any favors, nor get any. But the 
president of the Western Union, in his report some years ago, said that the judicious 
use of complimentary franks among Government officials had been the means of 
saving the company many times the money value of the free service performed. ‘ It 
is admitted that the franks are still given to the same class of beneficiaries, and i 
submit that the purpose and results are probably similar to what they wore when 
the above confession appeared. 

The vice-president gives a table of the deficits in England footing up $37,600,000, 
but the estimates of deficiency are made by including the cost of new construction, 
extensions, and improvements every year in the expenses to he subtracted from 
income, whereas they belong in the capital account and are so included by the vice- 
president in another part of his testimony, making them do duty on the deficit and 
on the capitalization also. Suppose a manufacturer operates at a cost of $50,000 
and sells his product, for $60,000 and builds a new mill costing $15,000, has he mado 
a psofit of $10,000, huving cleared that amount above expenses of operation and 
maintenance, or has he made a deficit on the year’s business by building the now 
mill! It seems clear that he has made a profit. The cost of the mill belongs in the 
capital account, and he has the mill to show for the expenditure. The difference 
caused by the wrong use of construction cost is very great, turning a small deficit 
into a big one, and m some years changing a prolit into a deficit. For example, iu 
1880, the vice-president’s statement gives a deficit of £29,909, whereas there was a 
profitof £7,187 above all cost of operation and maintenance and interest on the. debt. 


•Senate Doc. 85, Fifty-sixth Congress, first, session, pp. 18, 19, n. 3. giving the facts from the Tenth 
Census. 

* House Committee on Post-Office, hearings in reference to tlm Wanamakor hill, 1890. The following 
are examples of the Baltimore and Ohio taritf. Now York to Portland, Me., and intermediate points, 
10 cents: New York to Philadelphia, Baltimore, and Washington, in cents; New York.to Chicago, 15 
cents; New York to St. Louis, 20 cents, to New Orleans, 50 cents; to Galveston, Tex., 75 cents. The 
average charge on all messages was 16* cents (Bingham Hearings, pp. 21, 82, 76, and Senate Doc. 05, 
Fifty-sixth Congress, first session, p. 21). 

•See full citation, verbatim, and references, in uiy testimony. 
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Here are some other instances of the same sort, taking my figures from Mr. Morley's 
returns to the House of Commons: 



Deficit by 
vice-presi¬ 
dent's state¬ 
ment. 

Profits by re¬ 
turns to 
Commons, 
putting new 
construction 
in the capital 
account. 


£984 

£125,048 


112, 524 

31,442 


142,234 

36,011 

4,418 


346,114 



The postal statements put tho deficit sufficiently high without magnifying it. 
The Government believes the country gets more than a full return for the delicit 
in the development of business, ot«\, through low telegraph rates, while experts sav 
that if a fair division of expenses were made between the mail and the telegraph 
there would be no deficit at all—a 2 per cent change in the line of division would do 
it. If the telegraph had remained in private hands the service would have cost the 
people many millions more than the total govern mental cost, deficit and all. 

The English deficit is no argument against public ownership of tho telegraph, 
any more than the postal deficit here is an argument against public ownership of 
tho post, or the political condition of Philadelphia or Now York is an argument 
against government by the people. There are plent\ of countries that do not make 
any such deficit with the telegraph, and we can follow their examplo until it is 
(loomed wise to throw the electric wires open to public use, just as the roads are 
now, the whole cost of which is a deficit, but a most beneficial ono, which brings 
me to my last point in this connection, viz, that a deficit is not necessarily a bad 
thing —it depends on what you have to show for it. 

The vice-president states tho Western Union stock and bond capitalization at 
$045 per mile of line and $130 ($129.80) per mile of wire, and compares it with tho 
British capitalization, which lie estimates at $1,530 per mile of line and $216 per 
mile of wire, by adding to the outstanding capital debt the whole cost of extensions 
and improvements from the start (although these were included in current expenses 
in an earlier part of bis testimony dealing with the English deficit) and making no 
allowance for dopieciation. “Men may come, and men may go, but I go on forever,” 
is the song of capital when a monopolistic corporation writes tho music. Private 
monopoly docs not believe in burying its dead capital, but keeps it on the register 
as a basis for taxation, not of itself, but of tho people. Monopoly’s census of capital 
includes as prosent population all the inhabitants who have ever lived in the build¬ 
ing since it was put up. Besides this gratuitous inflation of tlio British capital, by 
applying corporation methods to its estimate, it is well known that England paid 
the companies at least four times the value of the lines, and probably live or six 
times their value. 1 suggest that it would he better to take for comparison the 
capitalization in some country that has not made such a dropsical purchase—France, 
or Belgium, or Germany, making due allowance of course for difference of wages, 
etc. Better still, to compare the $645 a mile with the cost of construction in this 
country, 1 or with the Western Union’s claim in recent, tax litigation in Ohio, that 
its whole property in that State did not cost over $103 per mile of lino. • 

i Western Union i oporto show cost of construction varying from $75 to $100 per mile of lino ami $21 
to $70 per mile of wire, on un aveiage for large blocks. For the year emling .1 une 30,1894, President 
Kekort. reported the construction of 1,300 miles of now poles and 22,000 miles of new wire, one half of 
it copper, at a total cost of $557,021, or $21 a mile of wire. In the report of October, 1895, President 
Eckert, says that $574,030 was spent during the year in putting up 15,784 miles of new wire, two-thirds 
of it copper, and part, of it on new poles (817 miles) - about, $75 per mile of single line and $36 per mile 
of wire. (John Fox, a Western Union builder, testified that he hail built lipes for the company from 
1808 to 1870, constructing 500 to 800 miles of poles in Michigan (some of it 2 or 3 wire, but generally 
1 -w ire line) at a cost of $75 a mile and $30 a mile of additional w ire. (Somite Report 577, Fortv-oigbth 
Congress, first, session, p. 0.) In 1884, Dr. Green, president, of the Western Union, testified that the 
average cost of the Western Union lines was about $45 (Ibid., nart 2, p.227.) During tho year end- 
ing June 30,1895, 2,084 miles of poles and 20,370 miles of wiro that eonstituted the American Rapid 
Telegraph Company has been bought, by the Western Union for $550,000 in its stock at pur, or $27 a 
mile of wire (Western Union Reports 1894, 1805, and United States Statistical Abstract for 1894, p. 363.) 
The actual market value of the stock payment was $22 a mile, and the Rapid lines were among the 
very newest and best tho Western Union has e\er bought 

See further Senate Document 05, Fifty-sixth Congress, first session, pages 27-30, where many data 
on construction cost are collected from various sources—public, private, domestic, and foreign—al. 
tending to confirm the drift of the figures given above. 

» Western Union Telegraph Company v. Auditor of Ohio. 61 Fed. Rep., 447; State i>. .Tones, 51 Ohio 
St.. 492; 105 U.S., 194, Feb. I, 1897; and see 04 Fed. Rep. 9, reversing the decision of 01 Fed. Rep., 
and holding tho Ohio law constitutional, the State supreme court n 51 Ohio, ami the United States 
Supreme Court in 105 U. S., haviug sustained the validity of the statute. 
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Even this contrast probably does not show the real inflation in Western Union 
capital, for the vice-president took the whole mileage of poles and wire reported by 
the company, which, as we have seen there is reason to believe is the sum of all the 
lines bought and built from the start, many of them now in the junk heap. Allow- 
anee for this would make the divisor smaller and the quotient larger. 

The vice-presidont says that the “capital of the Western Union Company has 
resulted from the amalgamation of a large number of telegraph companies from the 
beginning,” and every business man knows that when companies amalgamate the 
resulting capital is usually a good deal more than the sum of the former separate 
capitals. What the people want to know in this connection is the relation between 
capitalization and the real value of the plant. The practice of heavily capitalizing 
franchises given by Stato and city, thereby compelling the people to pay dividends 
on legislation and interest, on abstract privilege, is a very questionable practice. 
Labor and capital actually invested are the only things that ought to draw income. 
It is so with the ordinary merehant and manufacturer, and it ought to ho so with a 
telegraph company. The merchant can not make the people pay interest on a blue 
book, or on dead capital; neither should a carrier. Equal rights to all. Fair 
exchange, service for service. No charge for wind, and no tax on the dead. 

I solemnly swear that the matters in the above statement, mado by me of my own 
knowledge are true, and that all other matters contained therein 1 believe to be true. 

Frank Parsons. 

Subscribed to and sworn before mo this 6th day of August, 1901. 

[seal.] Mai o M. Crane, 

Xotary Public. 


STATEMENT OF ROMYN HITCHCOCK, 

Consulting Chemist and Technologist, Xe\c York City. 


Arguments in favor of Government ownership of the telegraph have been ably 
presented before this commission and from time to time before other committees of 
Congress appointed to investigate the subject. The general and specific facts con¬ 
cerning the telegraph business in this country and abroad have been set, forth in 
detail by different authorities before such investigating committees. There is no 
reason why any person of an inquiiing disposition should be deceived by ambiguous 
or erroneous declarations concerning matters of fact in the telegraph business. 

Objections to Government ownership and management of the telegraph, based 
upon considerations of political patronage and abuses, have been repeatedly put for¬ 
ward, but they are more theoretical than real. If the people want Government own¬ 
ership they will also demand efficient and economical management. This can not ho 
had if political influence controls the selection or discharge of employees. The 
operation of the telegraph is a technical service and employees should work their 
own advancement. Civil-service rules should be applied rigidly; promotions should 
depend upon efficiency and skill and the results of special examinations, with no 
discharges except for cause. Life positions and a pension system should he tho 
reward of faithful service. 

Hut it is unprofitable to spend timo over matters alreads well thrashed out. 
What the people desire they should have. It is the duty of the Government, 
imposed by the Constitution, to utilize the best available meaus for the transmis¬ 
sion of correspondence. It is unconstitutional for the telegraph, which should be a 
part of the postal system, to be operated as a private monopoly. Among the more 
important nations, tho United States stands alone for its shameful neglect, in tho 
matter of telegraph communication. This condition is anomalous. The most active 
and progressive people on earth are unable to enjoy the telegraph as a public 
utility. Yet the popular demand for it, expressed in many wavs, is indisputable. 
Doubtless on no other single question are the people so united. More than 75 bills 
have been before Congress advocating a postal telegraph. Sixteen investigating 
committees have reported in its favor. Of 75 countries the telegraph is owned and 
operated by tho respective governments in all except Bolivia, Cuba, Cyprns, 
Hawaii, Honduras, and the United States. 

The following organizations and many others have expressly favored a postal tele¬ 
graph system: 

The Farmers' Alliance, the National Grange, the Knights of Labor, the Hailway 
Union, the American Federation of Labor, the International Typographical Uuion, 
the People's Party, the Prohibitionists, many boards of trade and commercial bodies. 
More than 2,000,000 votes have been cast for it. 
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Mr. Wanainaker declared in 1890 that the only visible opponent was the Western 
Union Telegraph Company. 

Testimony has been given before this commission relative to discriminating freight 
rates on railroads and the demoralizing effects resulting therefrom. These things 
are only too familiar to students of economic conditions, but few people know that 
similar conditions have prevailed in the telegraph in regard to the distribution of 
news. Mr. 8. H. Bell, representing the Typographical Union, used these words before 
the Senate Committee on Post-Offices and Post-Roads: 

“Mr. Chairman, the news of this country is controlled by two great press associa¬ 
tions, and in any place in which either has a footing no new journal can be estab¬ 
lished and secure a telegraphic nows service except on such terms as may be prescribed 
by the paper or papers which already occupy the iield. In England, on the contrary, 
all papers are on an equal footing; that is to say, all may receive the dispatches on 
payment of the charges of the news-gathering agencies and those of the Government 
for the transmission of the same. We believe that under governmental operation a 
similar condition would soon prevail here, whieh would bo of untold benetit to all 
connected with the newspaper industry/’ 

A great part of the testimony given at various times deals with comparisons. The 
experience of Great Britain and the continental countries, the reductions of rates 
invariably accompanying changes from private to public ownership, evidence that 
cheap rates enormously increase the use of the telegraph—all these facts have been 
admirably brought out. But the testimony has dealt almost exclusively with the 
telegraph as it has been and is. The time has come when we should seriously inquire 
whether the methods of the past, although they still prevail, are the best; whether 
there have not been improvements in telegraphy as in other arts, or if in this alone 
there has been stagnation for a generation. 

Improvements have been made in the telegraph, hut the great monopoly which 
controls it has opposed changes. The logical result has been icalized—that we 
have in the United States the poorest, most inefficient, slowest, most antiquated and 
expensive telegraph service in the world. It is conducted ou the basis of small busi¬ 
ness at high prices, regardless of the obvious teachings of experience that the oppo¬ 
site policy is the wiser and also, when largely developed, the most profitable. 

To offset this humiliation, due to ignoble and shortsighted financiering, I propose 
to advocate) before this commission the introduction of an American invention which 
represents the highest achievement in telegraphy as a foundation upon which to 
establish a Government postal telegraph service which shall be superior to any the 
world has known. This invention far outranks its nearest rival, the great Wheat¬ 
stone apparatus. It is an invention not to be superseded, because it attains the limit 
of the working speed i.f a telegraph wire. 

The question has always been, IIow shall the Government obtain control of the 
telegraphf How can it best do so with just regard to the vested interests which 
must be more or loss affectedf Important as these cousideialiens are, they are sub¬ 
ordinate to the larger interests of the people. If, as I believe, the time has como for 
a postal telegraph in this country, the people have a right to demand the best in the 
world. If it can be shown that the best is also the cheapest in tirst cost and main¬ 
tenance, and that its adoption will improve, cheapen, and quicken the service far 
boyond what would he possible by any other method, there can be no question that 
this is what they should have. 

It is my purpose to advocate such a system. Under private management for profit 
it is thereby practicable to reduce the present telegraph rates to one-tenth what they 
are at present, with vastly inqmncd service. Under Government management the 
rates could be still further reduced. 

The system of which I shall speak is the high-speed automatic of Mr. Patrick B. 
Delany. The main features and possibilities of the Delany system were discussed 
before the Senate Committee on Post-Offices and Post-Koads in 1896. (Doc. No. 291.) 
Although at that time the Elliott Cresson medal was awarded to the inventor, the 
system is much improved and is even better adapted to the needs of a postal tele¬ 
graph than it, was then. The tapes are now punched by the ordinary operating of a 
Morse key, and the signals are recorded in Morse characters. The electro-static con¬ 
ditions of a telegraph line have hitherto imposed limitations upon rapid signaling 
by the ordinary methods. By a recent improvement Mr. Delauy has succeeded in 
utilizing tho static charge in the production of signals on the receiving tape. 

There are two leading questions which must receive brief consideration here. 
First, what are the points of practical superiority in the Delany system? Sec¬ 
ond, if it is so extremely valuable, why has it not been adopted by the telegraph 
companies? 

Replying to the first question, technical features are involved, which, however, it 
is perhaps advisable to pass over for the present. The practical aspects of the sub¬ 
ject are just now of most importance. The one great, feature of the system is the 
extreme spend of operating with reliability and accuracy. The second is the relative 
cheapness of line construction, maintenance, and operation. 
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The points of superiority of thu IWaay systoii over it* n«»re»t competitor, the 
Wheatstone are these: More certain lejrilu/it.v <’[ 8, K ,lal "- not 

JSSSRU-t:? sir ”:? si--a jsssa 

rrcoiving 'inetnunent :U 

the Heading instrument. The transmitter increases thei efficiency ot ou an cables 
The invention is a result of gradual development of a fimdaineutal principle. 1 he 
inventor is not only an expert practical telegrapher, but bo Is a member and cx-vice- 
president of the American Jnsiitnto of Electrical Engineers, member of the Franklin 
Institute, and the inventor of numerous telegraph devices His synehronous-multi- 
plex Hy8tei», whereby 1 wiro is made to carry 6 messages simultaneously, one way 
or in opposite directions, has been in use by the British post-office for 15 years, anil 
his system for cable transmission holds tne record for high speed over Atlantic 
cables. 


When it is considered that a groat item of cost in ordinary telegraphy is the con¬ 
struction and maintenance of a largo number of wires, it will be understood that if 
the practical speed of working is greatly increased, the number of wires or the 
amount of copper could be correspondingly reduced, with great resulting oconomy. 
Let me give one illustration of this from high authority. Mr. Norvin Green, for¬ 
merly president of the Western Union, Htated that the introduction of the “artificial” 
or “phantom” circuits of the quadruplex represented in value to that corporation 
$10,000,000. The quadruplex is used only on a comparatively few circuits, and it 
doeB not quite double their practical duplex efficiency. These are large figures, lint 
a simplex Morse operator, sending at the rate of 15 words a minute, may monopoli/e 
a line which cost $20,000. 

Wheu we come to the I >eluny system, however, tho economy is enormously greater. 
For while the quadruplex sends an a\erage of 00 words a minute with eight opera¬ 
tors, four sendiug and four receiving, and the Wheatstone automatic 125 words, or, 
if duplexed, about 200 words, the Delany sends over a single wiro 1,000 words a 
minute for a distance of 1,000 miles. In other words, <>no Delany wire is equal to 00 
wires worked simplex or to about 20 wires quadrnplexed, and it operates 8 times as 
fast as the Wheatstone. 

The money-earning capacity of a line which is able to carry messages at a speed 
of 1,000 words a minute demonstrates the desirability of speed for economical work¬ 
ing. If we take 10 hours of constant operation for business and social messages and 
allow 20 per cent of the time for manipulating the apparatus, the pract ical working 
result will be 800 words a minute. 


Assuming messages to comprise 50 words each, 16 messages could be sent each 
minute. For convenience, we will say 15 messages a minute In 10 hours this 
would amount to 9,000 messages, which at 15 cents each would yield a gross incomo 
of $1,350. 

An estimate of the profits of a line between New York and Chicago, fully equipped, 
at an assumed cost of $1,000,000, will indicate the immediate possibilities. This line 
is supposed to have two wires, with a speed capacity of 1,000 words a minute each, 
one for sending and one for receiving. 

We will suppose these wires are operated at a speed of 500 words a minute each 
way, and that 15,000 messages of 50 words each are transmitted every day of 12 
hours. The present telegraph business between the two citios at 10 cents for 10 words 
is 12,000 messages a day. Therefore, the estimate of 15,000 50-word messages at 15 
cents each is conservative. 


15,000 messages, at. 15 cents, $2,250 a day, for 300 days. $675,000 

Line maintenance, at $1 a mile, 2,000 miles. $8,000 

Handling messages, at 2.6 cents each. 117,000 

Interest, 4 per cent. 40,000 


- 165,000 


Income. 540,000 

There is reserve capacity on the line. Only one-fourth of its working capacity is 
utilized. Press dispatches will occupy some of tins. But no account is here taken 
of business from intermediate cities. 

The figures do not include expenses of administration. 

The question has been asked, How much cheaper can the Government conduct the 
telegraph service than the present corporations? I have not. attempted to estimate 
that in a specific manner, but the select committee on the telegraph in 1870 estimated 
that the annual saving would be at least a million and a half a year. The receipts 
of the telegraph companies are now four times what they were in 1870, so that tho 
saving under Government would lie very much greater, without any improvement 
whatever in technical operation. It is probable that, takiug account of dividends 
upon watered stocks alone, aftei deducting the probable value of the line equipments 
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of the corporations, the saving by Government management would be not less than 
$4,000,000, and other economies would considerably increase that sum, without 
change in the methods. 

Prof. Frank Parsons said, in 1896, concerning this subject: “ If improved methods, 
well known to the electrical world, were adopted in the postal telegraph, the saving 
would be far greater—so great, indeed, that there seems every reason to believe a 
uniform rate of 5 cents a message would yield a substantial profit ” 

As to the second question, pertaining to the attitude of the existing monopoly 
toward this system, or toward any new system, I wish to quote a few pertinent 
words from Mr. Delany himself, which are to be found in Senate Document No 291, 
Fifty-fourth Congress, first session: “So anxious have the telegraph owners been 
to perpetuate the condition of the early days—the golden span from 1858 to 1870— 
when a $500,000 plant grew to one of $20,000,000, every innovation calculated to upset 
or interfere with this comfortable situation has been unwelcome. Every step in 
advance has been viewed as an encroachment on an exclushe domain, and each 
great improvement has been obliged to knock loud and long for recognition. It is 
significant that none of the improved methods of telegraphy now in use originated 
within the controlling telegraph organization, all having come to it by purchase of 
competing Hues or from individuals outside. The well-known Page patent was the 
work of an examiner in the Patent Office. Stearns was connected with the municipal 
telegraph of Poston when ho brought out his duplex system, and it required 2 or 3 
years’ effective work by a competing line to gain a foothold lor it. Edison’s quad- 
ruplex system was au outside creation The telephone was a foundling left on the 
doorstep of the leading telegraph company, hut was not adopted and was recognized 
only after it had grown into great promise.” 

With proper legard to the future and a disposition to maintain au up-to-date 
installation, a part of the large earnings would have been invested in improvements, 
and rates should have been reduced. Hut what has been the policy throughoutT 
The fatal, ruinous policy not to meet competition, but to buy it up. A dependence 
upon the purchasing power of wealth to prevent changes or the use of new methods, to 
antagonize improvements, and to suppress inventions. It lias been a battle of money 
against the pervading spirit and the irresistible tendencies of the age, and it will 
meet its Waterloo whenever improvements in either methods or means come into the 
field. It needs not even the Delany system to ruin the telegraph monopoly; it needs 
no new devices; nothing but the same old system that the companies are using still, 
supplemented with one-fifth of the money represented by their outstanding securi¬ 
ties, and a liberal and wise business policy. Hut it is not competition that we are 
striving for; it is the host and cheapest system for the people. 

One Of the worst features of the present monopoly is the utter disregard of the 
welfare of faithful employees. Their condition is as had as it can be, for the wages 
are insufficient for comfortable living If the truth were all told, there would be 
popular indignation. Yet the employees are powerless to better their condition. 
Probably the average operator should receive about double the wages paid by the 
Western Union Company. 

Leaving out of consideration the possible economies which might be effected by 
Government administration with the older methods, let us suppose the telegraph to 
he brought into universal use through the greatest possible cheapening of rates. 
Whether this result is attained through Government ownership and the operation of 
the telegraph in conjunction with the post-office or by its adoption by a private 
corporation working for prolits, does Bot mateiially allect the point at issue. In 
either case there will be at least 90 per cent reduction in charges. 

While personally favoring Government ownership and disposed to actively further 
it so long as there is any prospeet of success, 1 am also convinced that it is possible 
to make the telegraph a public utility in private hands. The proposed reduction in 
rates of 90 per cent are based upon the Delany system under private management. 
Hy no other system would such a large reduction be profitable to the owners. It is 
proposed to establish a rate of 15 cents for 50 words and 30 cents lor 100 words 
between New York and Chicago. It is proposed to do away with the 10-word mes¬ 
sages and substitute letter-telegrams—letters carried by wire instead of by train. 

Comparatively few men are able to immediately grasp the idea and follow it con¬ 
fidently to the inevitable conclusion. It requires time and thought and familiarity 
before the transmission of letters of 50 or 100 words from New York to Chicago or 
San Francisco presents itself to the mind as commercially possible or even to be 
desired. Any radical departure from old methods'requires time to permeate the 
average brain cells and ganglia ami bring forth definite or logical conclusions. 
The man of wealth does not at first, recognize its possibilities for gain; the people 
will not conceive the reality of it until they have experienced it, learned its advan¬ 
tages, the saving in time, the completeness of knowledge as contrasted with the sus¬ 
pense, uncertainties, even anxieties of the ambiguous short telegrams, short because 
every additional word costs. Such letter-telegrams will be something new under the 
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sun. No man can estimate what they will lead to in ihunber; in bringing people 
nearer together in time and social intercourse, and in the distribution of news for the 
press. 

Likewise our forefathers could not foresee the wonderful growth of correspondence 
which we now enjoy because of cheap and rapid mails. The postboy, pony post 
with relays, packet boat, train, telegraph, pneumatic tube, telephone, represent suc¬ 
cessive stages with a premium subsidy for speed, reaching an anticlimax in the 10 
cent stamp to hasten the delivery of a letter by a few minutes which may have been 
many hours on the way. But even now the telegraph is too slow, because it can be 
speeded up. 

The conviction that the telegraph should belong to the people, that cheap commu¬ 
nication is one of the greatest blessings to a nation, should be strong enough with 
all to eliminate selfish considerations. But as I look forward I see the signsof a new 
private monoply in the air, the basis of which is the Pelany system. At present I 
believe it is possible to direct the system into Government control; but if this is to 
be done, there must bo no delay in Congress. If the system gets iuto the control of 
those who are more interested in the profits of an investment in stocks than in the 
needs of the people, the Government will not be able to socure it without a much 
larger expenditure and probably a delay of several years. 

This is not a matter which admits of any lobbying. Fair, open, and direct deal¬ 
ing, 1 am assured, will characterize all negotiations on behalf of the owners of this 
system. If it is true, as lias been intimated to me, that a fund of $1,000,000 was at 
one time provided to defeat legislation iu favor of Government ownership of the 
telegraph, the same conditions may have to be met again, and they can best be met 
by giving the utmost possible publicity to every detail of the negotiations. 

1 wish now to make oue further suggestion in the direction of radical departures 
from old methods. If we have something which promises to effect material changes 
in social or business methods, it is well to prepare for them iu advance. Now, these 
cheap letter-telegrams are suro to enormously increase the bulk of the telegraph 
business. While messages will be much longer, they will also be iu vastly greater 
number. And if the system is introduced by a private corporation, its operations 
will profoundly affect the post-office business. This is a matter which deserves 
very critical examination. 

The primary function of a telegraph company is the transmission of communica¬ 
tions over its wires. The practical development of the business, however, has 
involved the immediate delivery of messages by special messengers. Obviously, if 
the company could be relieved of the special-delivery obligation, it would be greatly 
to its advantage, ami the public service could be made much cheaper. 

With the larger development of the telegraph business—larger, it should be 
understood, than anything the world has seen—which will result from the new 
system, the special delivery of such a great volume of correspondence in large cities 
would require an organization rivaling in extent the post-office carrier service and 
practically duplicating it. Letter carriers make regular rounds, but if messages 
required to be sent out singly, as they arrive, it would add very much to the com¬ 
plications and expenses ol the telegraph administration. 

The argument that the telegraph companies do now deliver all messages does not 
affect the point of this discussion. Service can always be rendered if people are 
willing to pay for it. All telegrams handled bj the companies now are urgent, 
although not so regarded by the companies, and delivery by messenger is obligatory. 

By far the greater number of letter-telegrams will be of a nature that will not 
require immediate delivery. It is therefore proposed to have them delivered by the 
post-office. If ordinary letter-telegrams are handed in at New York ami posted ui 
the Chicago post-office 20 minutes later, for delivery in that city, they will reach 
their destinations soon enough. Patrons who wish to do so, can have lock boxes at 
the telegraph office, in which their dispatches will be placed as they arrive. 

This post-office delivery does not conform to the conventional idea of telegraphic 
correspondence. We are accustomed to have telegrams sent to our offices and homes, 
and the idea of receiving them by mail seems at tirst glance a backward step. But 
in truth it is not, for what time is lost in delivery is largely made up in getting the 
messages quickly through to the cities of their destination. The now system will 
lead to the delivery of messages through the post-office almost if not quite as 
promptly as they are now delivered by the Western l Ilium Company. I do not wish 
to exaggerate in this regard. The local post deliveries are often slow and far apart, 
but as the demand for this seijrice increases there will bo material improvements 
all around. 

Nevertheless, a certain proportion of letter-telegrams will require immediate 
delivery, and for this purpose responsible, uniformed men, not boys, should be the 
carriers. For this service a special charge should be made. 

My contention is that the less urgent business should not ho taxed to pay for this 
special service rendered to a comparatively few correspondents. Goofl business 
policy requires special pay for special service and minimum charges for ordinary 
servioe. 
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The routine of business will be, in a general way, as follows: 

In every city there will be a central transmitting and receiving office, and there 
may be a number of branches similarly equipped, but we will consider only the cen¬ 
tral office. Connected therewith by ordinary wires will be small local offices where 
letter-telegrams can be handed in, but from which deliveries will not, until after 
later developments, be made. At each of these local offices a telegraph operator 
will have a Morse key which operates a tape-punching apparatus at tlio central 
office. If the Government owned the system, all this would be arranged in connec¬ 
tion with the postal stations. 

At the central office the punched tapeB are immediately run through the line trans¬ 
mitters, at a speed of 500 to 1,000 words a minute, or faster for short distances. With 
such rapid transmission, there must be an immense amount of business before there 
can be a moment’s delay in sending off a message. For example, a single instrument, 
on one wire, will do ail the business that can be provided by 50 men constantly 
working Morse keys. It will require a very large development from the present 
business before 50 Morse operators will be kept continuously at work sending mes¬ 
sages to any one city. If such a result should be realized, between such important 
cities as New York and Chicago, the immediate running of another wire would be 
advisable. That may happen after a while. When a wire is worked to anything 
like its carrying capacity by this system, it will bo earning so much money that, 
under Government control, there will be either a large profit or a reduction of the 
15-cent rate to 10 or even 5 cents for 50 Avoids. 

Now Ave will follow the message to its destination. At the distant city it is 
recorded in Morse characters on a tape. In the ordinary course it Avill be written 
out on a typewriter, inclosed in an envelope, stamped and addressed, and deposited 
in the post-office. 

The system iuvolves important details in the convenient and systematic manipu¬ 
lation of the tapes, and the method of distribution of messages to distant parts of 
the city, which need not be dealt with here. 

An important feature of the system is that it affords absolute secrecy for all cor¬ 
respondence, whenever this is desired. For Government business, as well as for 
some private correspondence, this is worthy of consideration. The only way to 
insure secrecy is to prevent any employee of the telegraph company from knowing the 
Avords of the communication. The t apes may bo punched by confidential clerks in 
private offices. Whenever such confidential business has to be transacted, suitable 
apparatus for this purpose can bo leased from the telegraph company. There are 
several Avays of punching the tapes, and employees can quickly learn to do the Avork. 
Such tapes' will be rolled in compact coils, in the usual way, and carried to the trans¬ 
mitting office, where, in the presence of the messenger, they are run through the 
machine, automatically coiled up as before, and handed back. Not a Avord of the 
message can be read. 

At the receiving station the tapes are also automatically coiled as they come from 
the machine. When a message of this secret character is recouped, the tape must be 
sent to the address without uncoiling. Any person can soon learn to translate the 
Morse characters on the tape. 

Now, in regard to the policy to be pursued by the Government in securing a postal 
telegraph, it seems tome, in the light of facts herein presented, that the purchase, of 
the properties or securities of the existing telegraph corporations would bo highly 
inexpedient. If the entire plant of the Western Union Company could be repro¬ 
duced for $25,000,000, or less, as is confidently declared by porsons who know about 
such things, the people of the country should not be called upon to pay a hundred 
millions for it merely to protect investments. It is easy to predict ruin to the busi¬ 
ness of that great monopoly whon confronted with a competitor too strong to be 
bought up. And if the purpose of such competition should be the ruin of the exist¬ 
ing companies, it could succeed in its aim. But industrial disturbances and revolu¬ 
tions, predicted by enthusiastic advocates of hoav systems, seldom bring sudden 
disaster to established business. Usually there is time for a natural readjustment 
to meet the changed conditions. The canal boat still competes Avith railway traffic. 
Doubtless the present telegraph companies Avill continue in fairly profitable busi¬ 
ness, parallel Avith the Delany system, although to do so they must adopt a more 
liberal and enlightened policy than in the past. They will lose all the general tele- 

f raph business, but this, which should have been their main source of revenue, thoy 
ave made no effort to develop. Indeed, they have systematically restricted it to 
the publio necessities by excessive charges. They will also lose the press business. 
But there is enough of other business remaining which Avould seem to be undesirable 
for the Government to undertake. 

Doubtloss the simplest courso for the Government to pursue in the introduction 
of this system would be to enter into an agreement with the owners whereby the 
latter shall construct the first line—-between Washington and Noav York, for exam¬ 
ple—with complete equipment, aud operate it for fi months or a year, for their own 
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profit, at 10 and 15 cent rates for 50 and 100 word messages. It) at the end of the 
time, it has been shown that the working is satisfactory, as provided in the specifica¬ 
tions, tho Government is then obligated to take over the line, paying an advance of 
10 per cent on the construction cost. It would be well to have a Government engi¬ 
neer in some way associated with the construction. 

It may be ftvsked, What evidence can be adduced that the Delany system can prac¬ 
tically accomplish the results claimed for itt If the evidence were not beyond 
question there would be a weak point in my whole argument. But there is no such 
weakness. Nothing has been asserted that does not rest upon indisputable facts of 
experience, which are capable of demonstration at any moment. At a meeting of 
the Franklin Institute, at Philadelphia, November 20, 1895, the Delany system in 
its first practicable form was shown and later received the Elliott Cresson medal. 
Tho following quotation is from the journal of that date; ‘‘At this point Mr. Delany 
made several experimental transmissions through an artificial line. * * * Per¬ 
fectly legible records were obtained at a speed of 1,200, 1,800, and finally to 2,400 
words per minute, as timed by Mr. Thomas Shaw, M. E., and others.—The Secretary.” 

The apparatus has been operated at a speed of 8,000 words per minute, but this 
has no commercial significance. 

Finally, gentlemen, if thero is any solid basis for industrial innovations, if there 
is any sound, safe, and sure foundation upon which we can rely in these days, either 
for the encouragement of an industrial enterprise or the investment of our precious 
money in it, that must be in the profound and accurate knowledge of men thor¬ 
oughly grounded in the knowledge and methods of physical science 

It is upon such high authority that I have ventured to thus boldly and confidently 
advocate the Delany system before you, and I think the Government of this pro¬ 
gressive people should be quick to recognize its merits and utilize them for the pub¬ 
lic good. 

Romyn Hitchcock. 
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INTRODUCTION. 


For the purpose of this report special charters, granted by every State and Ter¬ 
ritory in the United States, were examined. The session laws of the various leg¬ 
islatures, as published, contain the charters granted by them; and while not all 
the charters that have been granted wero examined, the number which was exam¬ 
ined is so large that generalizations may safely be based upon them. As a rule, 
the charters granted during the first 10 years or so in any one State were com¬ 
pared with one another. The charters granted during the later decades were 
likewise examined, with a view of noticing in what ways, if any, these differed 
from the earlier ones. Parallel with these, an analysis of general laws was under¬ 
taken, including only the earlier enactments on the subject of railways. The dis¬ 
cussion of contemporary railway legislation was based upon the latest edition of 
the revised statutes of the different States, supplemented by the general laws of 
the States which had been enacted since the publication of the statutes. In this 
manner, it is believed, no essential provision of the railway laws of any State, 
whether included in the revised statutes or not, have been overlooked. The 
material upon which the treatment of constitutional provisions is based is found 
in the appendix to this report. The treatment of foreign railway charters 
and legislation rests almost exclusively upon material submitted by the various 
departments of public works in the different foreign countries. The respective 
officers were requested to submit typical charters and important general laws; 
and there is every reason to believe that the material thus submitted is thoroughly 
representative of the railway legislation of the countries concerned. 

Without attempting to formulate definite conclusions or to express whatever 
opinions may be justified on the basis of the facts presented in this report, a num¬ 
ber of the leading characteristics brought out may be enumerated here. In the 
first place, the essential similarity of charters the world over has been confirmed. 
The lineal descent of present railway charters from the earlier canal and turnpike 
acts in England can likewise not be questioned. While in different countries cer¬ 
tain forms of expression found their way into the charter, in many respects more 
than similarity can be discovered. Identity of contents, even, can in many 
instances be established. A characteristic or railway legislation in the United 
States is the great extent to which special legislation was persisted in after gen¬ 
eral laws had been enacted by the respective State legislatures. In all sections of 
the country the statute books afford numerous instances of the granting of special 
railway charters, completely ignoring the existence of general laws for the incor¬ 
poration of railway companies. In addition, illustrations can be found of the 
organization of railway companies on the basis of special charters granted many 
years before, when at the time of such organization general laws and constitu¬ 
tional provisions prohibiting special franchises were found upon the statute books. 
As a whole, the railway legislation of the United States is incomplete, especially 
with respect to such subjects as the,issuance of stock, making joint arrangements, 
providing for emergencies, and similar topics. ■ A tabular analysis of railway laws 
shows at a glance the absence of essential provisions in the laws of many States. 
Together with this incompleteness there goes a certain lack of uniformity, which 
must be extremely exasperating to railway companies that attempt to act in 
obedience to the law. Our great railway systems lie in territory under the juris¬ 
diction of a number of different States, and when two or more of these States 
legislate in diverse ways on the same subject, it is difficult to see how a railway 
manager can act in accordance with the laws of all the States to which his road 
is subject, and at the same time adhere to that unity in management which good 
business principles demand. The railways are essentially alike all over the 
United States, and no good reasons can be advanced for the extraordinary differ¬ 
ences which exist among the laws of some of the States. 

The lack of elasticity in railway legislation is best illustrated by the many con¬ 
stitutional provisions which have been incorporated by various States. It is a 
well-known fact that amendments can not be readily secured, and, that legislation 
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which is rigidly limited in its scope by constitutional amendments can not embody 
that freedom of action which the nature of the railway business demands-. Our 
railways are an important part of our industrial mechanism, and, in common with 
all other domains of social and economic life, they undergo changes and adjust 
themselves to modifications and variations in this social and economic life. 
Rigidity in railway legislation prevents that prompt readjustment which progress 
demands. The tendency, noticeable in the laws and constitutional provisions of 
a number of States, to permit supension of the long and short haul provisions, for 
example, is an excellent illustration of a most commendable tendency in our rail¬ 
way legislation, because it gives to administrative authorities discretionary 
powers, which will enable them better to adjust the railway service to concrete 
conditions as the same may arise. 

In general, it is true that our laws do not recognize differences in the degrees 
of importance represented by different railways. A subordinate branch of a 
small independent road in a remote section of the undeveloped part of a State is 
subject to the same laws that govern the most important systems, except, perhaps, 
in regard to taxation, for which purpose various schemes of classification have been 
adopted. Again, it may be said that our laws do not provide for adequate admin¬ 
istrative machinery, and that many of them appear to have been enacted on the 
assumption that statutes execute themselves. An examination of the commission 
laws snows clearly the great lack of uniformity in the qualifications of commis¬ 
sioners, their terms of office, and in the powers exercised by them. The question 
naturally arises whether any system of administrative control could not bo 
greatly strengthened by legal provisions, outlining certain qualifications for 
every agent who may be a part of the administrative machine. At present there 
is nothing in our State laws to prevent persons totally unfamiliar with railways 
from occupying positions which call for high ability and thorough knowledge of 
railway affairs. Furthermore, there is very little in our laws which enables the 
commissions or other officers to compel prompt compliance with the laws on part 
of individual railways which do not see fit to obey them. A single obstinate 
manager may prevent other managers from voluntarily doing what justice to 
shippers and railways alike demands, and what every citizen should have a right 
to demand; and, in case the demand goes unheeded, to have the same enforced 
through an efficient and prompt administrative agent. A study of the taws of 
Prussia, Switzerland, and Japan impresses one with the lack of representation of 
social and economic interests in the management of our, railways. The full 
significance of this becomes apparent when the composition of advisory bodies 
in these and other countries is taken into view, and the wholesomeness of the 
influence and power which they exercise over the railway systems of their 
respective countries is realized. They are, in a sense, clearing houses of informa¬ 
tion through which the railways and the people learn to know each other. 




PART I.—EARLY RAILWAY CHARTERS. 


General characteristics.—A railway charter may be defined as a special act of 
a legislative body authorizing a person or persons duly organized to construct 
and operate a railway or railways in a certain territory under certain conditions. 
Such a legislative act is a private law. With the exception of a few of the 
Western States—Arizona (Territory), California, Colorado, Idaho, and Montana— 
which began with general laws, special charters have been granted by every 
State and Territory m the United States. The charters have numerous resem¬ 
blances a-nd differences which will bo noted more in detail later on, but at the 
outset it is well to notice certain features which charters in all parts of the United 
States have in common. In spite of numerous striking differences which exist, 
we may speak of a typical railway charter. 

The leading features which are common to railway charters of the different 
States may be associated with the following points, every charter having one or 
more provisions relating to some or all of these points: Name of company; num¬ 
ber of commissioners; number of board of directors; the amount of capital stock: 
size and number of shares; the amount of the payment per share at the time of 
subscription, and the maximum assessment per share, together with the number 
of days’ notice required: systems of voting; the time limit as to beginning and 
completing construction; junctions, branches, and extensions; route; expropria¬ 
tion and methods of valuation, together with the manner in which disputes are 
settled; the amount of land which may bo held; the number of miles to be con¬ 
structed before traffic may be opened; the powe* to borrow money and the rate 
of interest; the distribution of dividends, liability of stockholders, annual reports, 
passenger and freight rates. In ev^ry State charters may be found which contain 
provisions on only a few of these points, while in most States charters were granted 
containing provisions on all of them, and perhaps others not here indicated. 

Following an old English custom, a few charters in a number of States contain 
a preamble. Where a preamble is found, it usually sets forth the reasons why 
the proposed railway should be constructed, the public service which it can be 
made to perform, and the manner in which the project is to be carried out. Pre¬ 
ambles of this kind can be found in charters of States so far apart as Wisconsin, 
Pennsylvania, and Georgia. Similarly, charters in some North Atlantic States 
declare the public use of the projected railways. Both the preamble and the dec¬ 
laration of public utility serve the same purpose, namely, to bring before the 
legislative body before the franchise is granted the social and economic conditions 
which make the project desirable, if not necessary. 

While there is no general order in which the different provisions of a typical rail¬ 
way charter are incorporated, in the individual charters of the different States, it is 
very common for a charter to enumerate first of all a number of persons, desig¬ 
nated commissioners, under whose direction the proposed railway is to be organ¬ 
ized. These commissioners are authorized to open subscription books in specified 
localities on a certain date, and to continue to receive subscriptions during a cer¬ 
tain period of time. The charter further specifies that after a certain minimum 
sum nas been subscribed, and a certain payment on each subscription, varying 
greatly in its amount, has been made, the subscribers shall hold a meeting and 
elect a board of directors. The size of the board to be elected, like the number of 
commissioners, varies very greatly in the different charters, although 9 and 13 are 
perhaps the most common numbers. In a few States, like Connecticut, Maryland, 
and Kentucky, charters were granted making it obligatory on the part of the 
elective officers to bind themselves to the performance of their respective duties 
by an oath. 

The board of directors having been elected, the company has obtained legal 
status and is prepared to carry out the provisions of the charter in its possession. 
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The power 8 granted to the company, acting through the board of directors, include 
powers common* to corporate bodies, such as purchasing, holding, selling, and 
leasing property; to have perpetual succession: to sue and be sued; to use a com-, 
mon seal, and in general to exercise those powers, rights, and privileges which 
other corporate bodies exercise, in order to carry out the provisions of the charter. 

One power which is invariably given to the board of directors, with or without 
restrictions, relates to rates; and, considering the great importance which has 
always been attached to the question of rates, it may be well to bring together 
typical features of charters of different States on this important question. 

Charter provisions as to rates— A charter granted by Connecticut in 1832 
provides that the company may charge “ such rates per mile as may be agreed 
upon and established from time to time by the directors of said corporation.” 
Tnis, in substance, is the provision on rates which is more frequently found in 
railway charters in the United States than any other. The Connecticut charter 
just referred to names 3 “commissioners,” who shall be sworn to a faithful dis¬ 
charge of the trust imposed upon them by virtue of the act, and who shall not be 
interested in any way whatsoever in the company. 

A Colorado charter of 1865 provides as follows: “ They (the board of directors) 
shall have power to establish such rates for the transportation of persons and 
property in all matters and things respecting the use of said road and the trans¬ 
portation of property as may be necessary: Provided , That the legislative assem¬ 
bly of this Territory, or any legislative body, having legislative authority over the 
county in which said road is located, may, after the expiration of 25 years from 
the passage of this act, and at the expiration of eacli period of 20 years thereafter, 
prescribe rates to be charged and collected by said corporation for transporting 
passengers and freight over said road and the branches thereof.” 

One of the earliest Florida charters grants the company “the right to demand 
and receive such prices and sums for transportation as may be from time to time 
authorized and fixed by the by-laws of said company or companies: Provided , 
That such prices and sums shall not be increased without at least 60 days’previous 
notice thereof being given.” This charter further provided that the“tolls” 
should not yie Id more to tho company than 20 per cent per annum on its stock, 
and any excess o ver 20 per cent should be paid into the internal improvement fund. 

Maximum rates are prescribed in a charter granted by Georgia in 1837, as fol¬ 
lows: “ Provided , That the charge of transportation or conveyance shall not 
exceed 25 cents per 100 pounds on heavy articles, and 10 cents per cubic foot on 
articles of measurement for every hundred miles, and 5 cents a mile for every 
passenger. ” Similar provisions were incorporated in Georgia charters during suc¬ 
ceeding years. 

An Indiana charter of 1832 empowers the company to “ change, lower, or raise 
rates at pleasure: Provided , That the rates established from time to time shall be 
posted in some conspicuous place or places.” 

A provision similar to that found m the Florida charter above auoted is found 
in a Connecticut charter of 1820. “ It shall be lawful for them (board of direc¬ 
tors) to charge for every hundred pounds transported 60 miles or upwards, 2$ 
mills per hundred pounds weight for each mile; for ever hundred pounds weight 
transported over 20 miles and under 60 miles, 3 mills for each mile; for every hun¬ 
dred pounds below 20 miles, 34 mills per mile.” Passengers were to pay 4 cents 
per mile. 

A charter granted by Maryland in 1827 prescribed different rates for different 
directions. From north to south the freight charges were not to exceed 1 cent 
per ton-mile for toll and 3 cents per ton-mile for transportion: south to north the 
charges were not to exceed 3 cents per ton-mile for tolls and 3 cents per ton-mile 
for transportation. The maximum rate for tho transportation of passengers was 
fixed at 3 cents per mile. The same State granted a charter in 1831 which fixed 
the maximum rate for freight at 3 cents per ton-mile for both toll and transpor¬ 
tation, and for passengers not exceeding 3 cents per mile, provided the passenger 
does not carry baggage exceeding 50 pounds in weight and occupying space not 
exceeding 2 cubic feet. 

The early Massachusetts charters, like the charters of other New England 
States, are the most complete of any that can be found in the legislation of other 
States. Ono of the earliest charters, granted in 1829, refers to a general law 
enacted by Massachusetts in 1808, thus subjecting the corporation created by the 
charter to the provisions of a general law. That is perhaps the earliest instance 
of its kind. While this charter fixes a maximum freight rate it does not mention 
passenger rates at all; but another charter granted by the same State during the 
same year provides that the company may impose charges “ not exceeding 3 cents, 
and for every passenger passing and repassing not exceeding 2 cents per mile, 
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which shall be conveyed upon said railroad, exclusive of the expense of transpor¬ 
tation, payable at such time and in such manner as may be described in the 
by-laws.” It will be noticed that this charter, like the Maryland charter already 
referred to, makes at least a theoretical division of the aggregate charge into 
“toll” and “ transportation.” 

The early charters granted by Michigan are essentially like those granted by 
Ohio, Illinois, and Wisconsin. " Many of them are quite complete and contain 
leading features of typical charters. Those which are more carefully drawn con¬ 
tain provisions relating to maximum rates for both freight and passengers. The 
amount which the company may charge varies, however, very materially, not 
only in charters granted during succeeding years, hut also in those enacted dur¬ 
ing the same year. For all of the Western States the statement holds true that 
among earlier charters we find more numerous examples of maximum rates, oven 
though the same charters give the board of directors wide discretionary powers 
over rates. Following the period during which charters of this kind were 
granted, it was more common to omit the maximum-rate feature and to incorpo¬ 
rate the power over rates in the hoard of directors, giving this body the right, to 
charge such rates as it may from time to time think expedient. It may he noticed 
that an early Ohio charter (1838) makes a distinction in charges upon ordinary 
and “ pleasure carriages.” 

There is no essential difference among the early charter., of Pennsylvania and 
Maryland, except perhaps that in Pennsylvania a distinction was sometimes made 
between “ through ” and “ way ” passengers. Nor is the difference between the 
charters in these States and those granted by North and South Carolina a striking 
one, except that the systems of voting rather common in the Carolinas do not 
appear in the Atlantic States farther north. In 1837 North Carolina granted a 
charter which provided for maximum rates as follows: “ On persons, not exceed¬ 
ing 6 cents per mile for each, unless the distances to which any person he trans¬ 
ported be less than 10 miles, in which case the president and board of directors 
may be entitled to make an extra charge of 50 cents for taking up and putting 
down each person so transported; for transportation of goods, * * * not 
exceeding ail average of 10 cents per ton mile; and for the transportation of mails, 
such sums as they may agree upon.” In a similar manner later charters in both 
North and South Carolina prescribe maximum rates. These rates frequently bear 
a direct relation to distance and space occupied. 

These quotations suffice to indicate the manner in which early charters in dif¬ 
ferent parts of the United States attempted to control rates. Tile variety existing 
among provisions of this kind is no greater than among provisions on other sub¬ 
jects, and in nearly all instances the maximum rates prescribed appear to have 
been much above what railway companies would in ordinary circumstances he 
inclined to charge. 

As a matter of interest, rather than of importance, it may be noted that in a 
few States several charters prescribe rates by reference to another charter previ¬ 
ously granted by the same legislature. Thus a Michigan charter of 1848 refers to 
rates charged by the Michigan Central Railway; a Georgia charter of 1838 speci¬ 
fies that the company may charge as much as the Georgia Railroad and Banking 
Company; in 1831 Mississippi adopted a charter granted by Louisiana; and a 
Tennessee charter of 1851 grants the same provisions which have previously been 
granted to the Nashville and Chattanooga road. 

Publicity of rates.—Publicity of rates is not generally provided for, although 

E revisions on this subject are found in some of the charters granted by Indiana, 
louisiana, Maine, New Hampshire, Vermont, New Jersey, South Carolina, 
Georgia, Missouri, and in occasional charters granted in the Northwestern States, 
all of which are fairly well illustrated by the clause of an Indiana charter quoted 
above. A Louisiana charter of 18111, after providing that such rates may be 
charged as shall have been previously fixed by the resolution of the board of direct¬ 
ors, stipulates that “ rates shall he published in some newspaper, * * * and it 
shall be unlawful to increase such rates, after the same shall have been established, 
during the period for which they have been established.” The same charter fur¬ 
ther provides that every new hoard of directors shall publish a schedule of rates 
within 10 days after its election. Another charter granted 2 years later speci¬ 
fies the number of newspapers in which the schedule of rates snail be published, 
and that such rates “shall not be changed during the year in which they are 
established.” Publicity of a different kind, and quite unique in railway legisla¬ 
tion, is provided for by joint resolution of the South Carolina legislature of 1836; 
“That no charter for the incorporation of railroad companies, or in extension 
thereof, shall be granted by the legislature unless 8 moptns’ public notice of the 
application for same be previously given by advertising in one of the papers of 
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the city of Charleston, and also in the paper of one of the counties in which said 
road may be situated, or, if there be no newspaper in such county, then by pub¬ 
lication of such notice a 5 the court-house or some conspicuous place in the 
county.” The South Carolina resolution evidently aimed to accomplish the same 
thing as the declaration of utility in some of the other States, namely, to give 
interested parties an opportunity to be heard and to demonstrate to the public 
the necessity of incorporating the projected company. 

Another, but a much more restricted, kind of publicity is that provided for in 
some charters granted in all parts of the country, by giving stockholders the right 
to inspect the books of the company at any time. This, however, is not publicity 
as we now understand it, for it simply gives the persons directly interested in the 
financial success of the enterprise access to the books, while the real and essential 
publicity suggested to-day is of a very different kind. It is therefore more a 
matter of curiosity than of vital importance that notice is taken of a New Hamp¬ 
shire charter of 1836, which provides that the books of the company shall be open 
for inspection by a committee of the legislature. Analogous provisions are occa¬ 
sionally met with in charters of Rhode Island and the Northwestern States, but to 
what extent legislative committees ever exercised this privilege does not appear. 

Discriminations.—Relatively few early charters contain any reference to the 
matter of discrimination, which figures so largely in later railway legislation. 
Among the States which granted charters containing clauses on discrimination 
are North Carolina, Rhode Island, Vermont, and Wisconsin. A North Carolina 
charter of 1837 says: “ They shall give no undue preference to the property of one 
person over that of another, but as far as practicable shall carry each in the order 
of time in which it shall be delivered or offered for transportation with the tolls 
paid or tendered.” An early Wisconsin charter contains a much more elaborate 
provision on discriminations. 

Administrative agents.—So far as internal evidence is concerned, early charters 
were granted upon the assumption that the companies organized under them 
would voluntarily fulfill the obligations imposed by the franchise. The assump¬ 
tion which underlies early as well as later railway charters is that they execute 
themselves. It is consequently doubly interesting to observe that the small State 
of Rhode Island apparently took the initiative in establishing commissions, for in 
1830 the legislature of that State passed “An act to establish railroad commission¬ 
ers.” After providing for the appointment of three commissioners by the general 
assembly, the act specifies that “it shall be the duty of said board of commission¬ 
ers, upon complaint or otherwise, whenever a majority of them shall deem it 
expedient, personally to examine into any or all of the transactions or proceed¬ 
ings of any railroad corporation that now is, or hereafter may be. authorized and 
established in this State, in order to secure to all the citizens and inhabitants of 
the same the full and equal privileges of the transportation of passengers and 
property at all times that may be granted, either directly or indirectly, by any 
sucn corporation to the citizens of any other State or States, and ratably in pro¬ 
portion to the distance any such persons or property may be transported on any 
railroad as aforesaid; and to inquire into any contract, understanding, or agree¬ 
ment by which any railroad company shall attempt to transfer or give to any 
steamboat company any favor or preference over any other such company or boat, 
either as to freight or passage, contrary to the true intent and meaning of this 
act and the several acts hereafter passed in relation to railroads.” 

The commissioners in the Connecticut charter quoted before may here be 
recalled, together with the boards of internal improvement of Tennessee and 
Florida, which had some, although much more restricted, administrative powers 
over certain railways. Analogous functions were performed under a Vermont 
charter of 1843, by which “ the supreme court at any stated session thereof, * * * 
upon application of ten freeholders in any town or towns through which said 
road may pass, may alter or establish the rates of toll upon said road for any 
term not exceeding ten years at any one time.” It is evident that the Rhode 
Island commission is the only one of these bodies that could exercise, under the 
law, fairly comprehensive administrative functions. The Vermont court is here 
alluded to simply because it is another illustration of the introduction into the 
management of railway affairs of persons other than those directly interested in 
the corporation. 

Powers reserved to the legislature.—Considered numerically, a majority of 
the charters granted in the different States do not reserve to the legislature either 
specified or general powers. It is very common, however, for charters to contain 
provisions reserving to the legislature the right to regulate, with more or less 
latitude, the charges of transportation. In the New England States this power 
could generally be exercised under charter rights as long as the net income of the 



EARLY RAILWAY CHARTERS. 


907 


railway in question exceeded a certain percent, usually 10. Thus a Massachusetts 
charter of 1829 reserves to the legislature the right to revise the schedule of rates 
every 4 years if the net income exceeds 10 per cent. A contemporary New 
Hampshire charter gives the board of directors full power over rates, and permits 
the legislature to reduce them after 10 per cent net on the investment has been 
realized. A clause typical of provisions of this kind is found in an early Mary¬ 
land charter: “That nothing in this act shall be construed so as to prevent the 
legislature of this State from legislating upon the subject of the tolls reserved in 
this act at any time after the expiration of 20 years after the passage of the act: 
Provided, That at no time shall the toll be so regulated or reduced as to yield less 
than (1 per cent per annum.'’ Other Maryland as well as Pennsylvania charters 
embody analogous provisions. Ten per cent net income is by far the most com¬ 
mon limit placed upon the discretionary powers of legislatures over railway rates 
in all the States in which such chartered provisions are found. In a few instances 
the rate of net profits permitted under the law is very much larger. For instance, 
in Indiana charters were granted permitting the legislature to regulate rates 
whenever the profits exceeded 15 per cent, and any excess above 15 per cent was 
to be paid into the common-school fund. 

Another right reserved to the State in a considerable number of charters is the 
power to purchase the railway after a certain number of years. This power was 
frequently reserved in the charters of the Now England States, the significance 
of which was perhaps illustrated in the agitation accompanying the recent leas¬ 
ing of the Boston and Albany Railway. Early Massachusetts charters reserved 
to the State the power to purchase after a period of 20 years. In Vermont this 
period of discretionary power of the State varied from 20 to 50 years. New Hamp¬ 
shire followed Massachusetts, fixing it at, 20. An Illinois charter of 1850 gives the 
State the right to purchase, after 25 years, by refunding to the company the cost 
of the entire plant, with interest at the rate of 6 per cent per annum. In New 
Jersey similar right was reserved after 30 years. An early Michigan charter con¬ 
tains a provision which is typical of isolated charters in all of the Northwestern 
States: “The State shall have the right, at anytime after the expiration of 15 
years from the completion of said road, to purchase and hold the same for the use 
of the State at a price not exceeding the original cost of said road, exclusive of 
repairs thereof, and 14 per cent thereon, of which cost an accurate account shall 
be kept and submitted annually, on the first Monday in January, to the legislature, 
dulv attested by the oath of the officers of said company, and at such other times 
as the legislature shall require the same," In Missouri a charter granted in 1887 
reserved to the general assembly the right to purchase the railway after 4 years 
by giving notice in writing. This charter also provided for the appointment of 
valuers, whose function it was to fix the price of the transfer. 

Limitations on the life of charters—The preceding paragraph illustrates one 
class of limitations placed upon some charters in all parts of the United States. 
While a majority of the charters are silent upon this point, now and then charters 
were granted which were limited in their existence to a certain period of years, vary¬ 
ing all the way from 10 and 20 to 99 or more years. One of the powers granted in 
the charters which do not contain provisions directly limiting their life was that 
which gave to the board of directors “perpetual succession,” which means, of 
course, a franchise unlimited in the period of its existence. In the Northwestern 
States a few charters were granted limiting the life of the corporation to 50 and 00 
years. Florida granted a few which were to lapse after a period of 20 years; 
Louisiana, after 40 and 50, and, in one instance, 25. In one <?harter, a provision 
is found that after a certain number of years the same shall expire, and the assets 
of the corporation shall be distributed among the stockholders. The session laws 
of the different States contain numerous acts extending the charter period in those 
cases where the original act contained timelimits; and it is obvious that in .all 
those instances in which the charter reserved to the legislature the right to pur¬ 
chase, no time limit whatever was necessary. 

Limitations on the power of taxation.—After the country at large had begun 
to realize the necessity and importance of railway transportation, various means 
were resorted to to encourage the construction of rail ways. American manu¬ 
facturers were unable to provide the necessary material. This had to be imported 
from abroad, hence it was but natural that legislators should have resorted to the 
expediency of exempting from import duties materials to be used in the construc¬ 
tion of railways. But the railways, after they had been constructed, represented 
valuablo property, and to that extent increased the taxable resources of the terri¬ 
tory in which they lay. To provide against the imposition of taxes, which might 
become burdensome or even discourage the construction of railways, legislatures 
of States in all parts of the Union incorporated, in some charters, a provision 
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limiting the power of the respective States to tax railway property; and, ih a con¬ 
siderable number of instances, exemptingsuch property altogether from taxation, 
usually for a limited period of years. “ That the capital stock of said corpora¬ 
tion shall be and remain free from taxation until the profits collected by said 
railroad corporation shall be sufficient to afford a dividend of B per cent per annum 
on the capital stock.’' This isfroma Connecticut charter of 1833, and represents 
analogous provisions iound in New England charters of that period. In Massa¬ 
chusetts some charters exempted railway property from taxation for one or more 
years, after which the legislature had the right to levy a tax not exceeding a cer¬ 
tain sum, frequently 25 cents per annum, on each share of the stock. In the 
Northwestern States isolated charters limit the power of taxation to a certain per 
cent on the capital stock; others to a certain per cent on the net income. Then, 
again, other charters make railway property liable to taxation like all other 
property; and late laws in a few of the Western States specifically state that no 
railway property shall be exempted from taxation. 

State participation.— Tonlimitedextenttheindividual States participated in the 
construction of railways, either by becoming stockholders and lending the credit 
of the State or by giving direct financial aid. The well-known illustrations of 
the railways owned by the States of Georgia and South Carolina and the city of 
Cincinnati, stand quite alone in the contemporary railway history of the United 
States. The history of internal improvements had been such as to discourage the 
active participation of our commonwealths in the construction of railways. 
Works of internal improvement, greatly exceeding both the capacity to construct 
and to utilize them, had been projected by many States. The inevitable failure 
of these gigantic projects brought these States into disrepute as active economic 
agents; hence we find in constitutions and charters granted after this period of 
disaster in State works of internal improvement direct prohibitions of State par¬ 
ticipation. As a matter of historical interest, however, it may be well to notice 
a few typical instances of direct or indirect participation of the State in building 
up our railway system. It should be noted that the term “ state ” is here used in 
the specific rather than the generic sense, for even after constitutional prohibi¬ 
tions and statutory restrictions had become common, the smaller political units— 
county, town. village, and city—freely participated in railway enterprises. Large 
numbers of illustrations can bo found in nearly every State. A.n act of the legis¬ 
lature of Maryland, in 1827, authorized subscription on the part of the State to 
the stock of the Baltimore and Ohio Railway. A contemporary Michigan charter 
empowers the State to take stock in the company chartered; likewise in case of 
New Jersey; also in Arkansas and other States in the Mississippi Valley. An 
early Indiana charter limits the State in its subscriptions to 500 shares, and in 
Louisiana the governor is authorized to subscribe a certain amount in behalf of 
the State after a certain number of shares have actually been paid for by indi¬ 
viduals. In turn, the governor may appoint one director to represent the inter¬ 
ests of the State. It is important to notice that in this representation of the State 
in the management of railways to protect the financial interests of the Common¬ 
wealth may be found the beginning of attempts at administrative control of our 
railways. In like manner the board of internal improvements, and later the 
commissioner of railroads appointed by the governor, were intrusted with the 
interests of the State in the control of railways to which Tennessee had given 
aid. Isolated charters in Wisconsin, Michigan, and other Northwestern States, 
as well as in various other States, authorized the company to borrow money and 
to pledge the credit of the State in its payment. In a few States, like Wisconsin 
and Texas, attempts were made to utilize the school fund in the construction of 
railways, on the plea that such an investment of these funds would be carrying 
out the provision of the law directing that school moneys shall be invested in 
the most profitable manner. In the estimation of the promoters of such plans, 
nothing could lie more profitable than the railways which they had projected. 

Miscellaneous provisions. —Under this head mention will be made of provisions 
found in isolated charters in States in all parts of the country, being essentially 
alike in substance, although varying in the form of expression or exact scope of 
their contents. During the early part of the nineteenth century it was common to 
organize corporations for a variety of purposes. Experience soon demonstrated 
that corporations which divided their interests and thoir energy among two or 
more enterprises became involved sooner or later in difficulties, if not in absolute 
failure. As a resnlt of this experience it was not long before. State legislatures 
enacted general laws or inserted provisions in special charters to the effect that 
corporations shall be organized only for one specified purpose. A few charters, 
for instance, were granted, which authorized the construction of a railway, as well 
as participation in other kinds of business. An excellent illustration of this is 
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found in the title of the Georgia Railroad and Banking Company, which has lasted 
into our own times. There appears to have existed a very close affiliation between 
railroading and banking, the same corporation frequently engaging in both kinds 
of business. A reaction against this is clearly shown in statutes and charter pro¬ 
visions prohibiting railway companies from engaging in the banking business. 
Such prohibitions are found in the charters of Alabama, Illinois, Kansas, Michi¬ 
gan, Nebraska, Pennsylvania, South Carolina, Florida, Georgia, Wisconsin, and 
other States. 

The route of the railways chartered by the various acts is described with vary¬ 
ing degrees of completeness and accuracy. In perhaps the great majority of 
charters the termini and a few leading intermediate points are named; in others, 
only the termini; and in still others, nothing more definite than the expression 
that the railway in question shall be constructed between some eligible point on 
a certain river to another eligible point on a certain lake or in a certain township. 
Instances are recorded in which projectors solicited aid in the construction of a 
railway along one route and then chose another, and repeated their solicitations 
for aid along the second, and perhaps secured support from both. 

The amount of land which the railway company might legally hold was quite 
generally restricted to that which was necessary for construction and operation— 
a strip of 100 feet in width, and, in addition, whatever may be necessary in order 
to secure material and for the construction of depots, warehouses, and other 
necessary buildings. In many of the States the right of way was donated to the 
company; and, of course, in numerous instances, State and Federal grants were 
given in aid of railways. But to provide for tin; purchase of the necessary land, 
charters usually contain provisions relating to eminent domain or expropriation. 
Most charters name some officer or tribunal before whom cases relating to con¬ 
demned property may bo heard and the manner in which decisions ana awards 
may bo made. 

The capital stock of the company was usually named in the charter, although, 
with very few exceptions, the amount of the capital stock apparently bears no 
relation to tho magnitude of the railway in question. In only a few instances 
does the charter fix a definite ratio between the number of miles of road and the 
amount of the capital stock. While now and then a charter does not provide for 
the payment of anything whatsoever at the time subscriptions are made, or calls 
for only a dollar or two, in a large number of charters a payment of $5 is called 
for at the time subscribers enter their names on the books of the company. 
Usually the manner in which the balance shall be paid is indicated, and the num¬ 
ber of days' notice which must be given is stated. The voting power of stock¬ 
holders is quite generally limited to one vote per share, although in the North and 
South Atlantic States the graded system of voting, by which the number of votes 
of the individual stockholder decreases as his holdings increase, is common. 

It is a familiar fact that our early railways were built for short distances and 
without reference to one another, and that our present magnificent systems are 
but consolidations of large numbers of smaller roads. We are not surprised, 
therefore, to find the subject of consolidations rarely touched upon in early char¬ 
ters. To be sure the term is used; and now and then a clause, either directly 
authorizing or prohibiting consolidations, was put into a charter. The right to 
cross other railways, as well as to form junctions, is frequently granted; and in 
reality such a right can easily be construed as the right to consolidate. Similarly, 
the power to operate and lease other railways was frequently given, although in 
the Southern States the term “farming” is sometimes used. 

Later charters quite generally expressly prohibit the leasing or joint opera¬ 
tion of parallel or competing lines; and in numerous early charters companies 
are protected against the construction of parallel lines either within a certain 
number of years or a certain distance from their own roads. 

A great majority of charters provide for an annual report in one form or 
another. This report is most frequently made by the board of directors to the 
stockholders; in fewer instances to the legislature; and, in still others, to both 
the stockholders and the legislature. The number of items specified in this report 
varies all the wav from less than 10 to more than 100. 

Forerunners of laws relating to safety appliances and the protection Of persons 
and property can also be detected in early charters. Provisions may be found 
relating to the order in which cars shall be put into a train, the manner in which 
crossings shall be protected, bells upon locomotives, fences along tracks. (It is a 
matter of curiosity that in some of our earliest charters, provision is made for 
the construction of gates across the railway tracks, which the train operators are 
to open and close whenever they cross the public highways.) 
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The transportation of troops and munitions of war is occasionally provided for-, 
and in various Southern States railway officers are expressly exempted from the 
performance of military duty. In a few charters the power of the company to 
own slaves is treated. A sinking fund is also mentioned in a very few of them. 
An archaic feature of our charters is found in the provisions relating to the use 
of the same railway track by different shippers, and the rules governing the con¬ 
struction of rolling stock. For example, in Massachusetts a corporation was 
authorized to specify in its by-laws the form and construction of the wheels, and 
the weight of the loads which should pass over its road. This clause had directly 
in view the use of vehicles other than those owned by the corporation. In 
several charters granted in the Northwestern States the form of the vehicles, as 
well as the price to be charged for the transportation of goods and owners’ 
vehicles, is specified in the charters. In New Jersey.it is provided “that no 
fanner belonging to this State shall he required to pay any toll for the trans¬ 
portation of the produce of his farm to market over the said road or roads, in his 
own carriage, weighing not more than one ton, when the weight of such produce 
shall not exceed 1,000 pounds, but the same farmer mav be charged toll as for 
empty carriage.” It will be noticed that the term “ toll” is here used to desig¬ 
nate remuneration for the act of transportation, while the term “expense," or 
"cost of transportation,” as was noted in an earlier paragraph, relates more 
particularly to remuneration for the use of the track and represents a contribu¬ 
tion to the fixed charges of the road. 



Appendix II. 

CONSTITUTIONAL PROVISIONS RELATING TO RAILWAYS. 


ALABAMA. 

Art. XIV.—Corporations.—Private corporations.—Railroads and canals. 

Sec. 21. All railroads and canals shall be public highways, and all railroad 
and canal companies shall be common carriers. Any association or corpor i- 
tion organized for the purpose shall have the right to construct and operate a 
railroad between any points in this State, and to connect at the State line wit’i 
railroads of other States. Every railroad shall have the right with its road t > 
intersect, connect with, or cross any other railroad, and shall receive and trans¬ 
port each the other’s freight, passengers, and cars, loaded or empty, without 
delay or discrimination.” 

Sec. 22. “ The general assembly shall pass laws to correct abuses and prevent 
unjust discriminations and extortion in rates of freights and passenger tariff on 
railroads, canals, and rivers in this State.” 

Sec. 23. “ No railroad or other transportation company shall grant free passes 
or sell tickets or passes at a discount other than as sold to the public generally, 
to any member of the general assembly, or to any person holding office under this 
State or the United States.” 

Sec. 25. “Norailroad, canal, or other transportation company, in existence at 
the time of the ratification of this constitution, shall have the benefit of any future 
legislation by general or special laws, other than in execution of a trust created 
by law, or by contract, except on the condition of complete acceptance of all the 
provisions of this article.” 

Art. XI.—Taxation. 

Sec. 6. “ The property of private corporations, associations, and individuals of 
this State shall forever be taxed at the same rate.” * * * 

“ Law requiring auditor to asseas find collect taxes on the roadbed and rolling stock of railroads, 
and relieving these items from county taxation was valid.”—M. & 0. R. Co. v. Peebles, 47 Ala., 317. 

ARKANSAS. 

Art. XII. Municipal and private corporations. 

Sec. 1. “All existing charters or grants of special or exclusive privilege under 
which a bona fide organization shall not have taken place and business been com¬ 
menced in good faith at the time of the adoption of this constitution shall here¬ 
after have no validity.” . „ ..... 

Sec 2. “ The general assembly shall pass no special act conferring corporate 
powers, except for charitable, educational, penal, or reformatory purposes, where 
the corporations created are to he and remain under the patronage and control of 
the State.” , , . , .. . ,,, 

Sec 5. “No county, city, town, or other municipal corporation shall become a 
stockholder in any company * * * or obtain or appropriate money for or 
loan its credit to any corporation.” * * * 

Sec. 6. “ Corporations may be formed under general laws, which laws may, 
from time to time, be altered or repealed. The general assembly shall have the 
power to alter, revoke, or annul any charter of incorporation now exising and 
revocable at the adoption of this constitution, or any that may hereafter be cre¬ 
ated whenever, in their opinion, it may be injurious to the citizens of this State, 
in snch a manner, however, that no injustice Bhall be done to the corporations, 
(See By. v. Gill, 54-101.) 
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Sec. 7. “ Except as herein provided, the State shall never become a stockholder 
in, or subscribe to, or be interested in, thestock of any corporation or association.” 

Akt. XVII.— Rnilrouds, canals , and turnpikes. 

Sec. 1. Identical with section 21, Article XIV, Alabama. 

Sec. 8. All individuals, associations, and corporations shall have equal right 
to have persons and property transported over railroads, canals, and turnpikes, 
and no undue or unreasonable discrimination shall be made in charges for, or in 
facilities for, transportation of freight or passengers within the State, or com¬ 
ing from or going to any other State. Persons and property transported over 
any railroad shall be delivered at any station at charges not exceeding the charges 
for transportation of persons and property of the same class in the same direction, 
to any more distant station. * * * 

Sec. 4. The leasing, control, consolidation, or purchase of a parallel or compet¬ 
ing line forbidden. Officer of one road can not hold office in such lines. Ques¬ 
tion as to what is competing or parallel lines to be decided by jury, as in civil 
cases. 

Sec. 5. No officer, president, director, agent, ot employee of any railroad to be 
interested, directly or indirectly, in furnishing materials, supplies, or business to 
company. 

Sec. 7. The general assembly shall prevent by law the granting of free passes, 
by any railroad or transportation company, to any officer of this State, legislative, 
executive, or judicial. 

Sec. 8. All charters held subject to constitution, and no amendment of charter 
or special law for benefit of corporation to be passed unless so held. 

Sec. 9. General assembly can take property and franchises of incorporated 
companies and subject them to public use, the same as property of individuals. 

Sec. 10. General assembly to pass laws to correct abuses and prevent unjust 
discriminations. Penalties anil forfeitures to lie provided. 

Sec. 11. Rolling stock and all other movable property to be considered per¬ 
sonal property. 

Sec. 13. Annual reports to be required. 

ARIZONA. 

The organic code contains no provisions on railways. 

CALIFORNIA. 

Ant. XII.— Corporations. 

Sec. 1. “ Corporations may be f onned under general laws, but shall not be created 
by special act. All laws now in force in this State concerning corporations, and 
all laws that may hereafter be passed pursuant to this section may be altered 
from time to time or repealed.” 

Sec. 7. “ The legislature shall not extend any franchise or charter, nor remit 
the forfeiture of any franchise or charter for any corporation now existing, or 
which shall hereafter exist under the laws of this State.” 

Sec. 8. State can use property of corporations for public use same as that of 
individuals. 

Sec. 17. Same as section 21 of the constitution of Alabama, and section 1 of that 
of Arkansas. 

Sec. 18. Same as section 5, Article XVII, of constitution of Arkansas, with the 
addition “except snch interest in the business of transportation as lawfully flows 
from the transportation of stock therein.” 

Sec. 19. Free passes and discounted tickets forbidden. Penalty: Forfeiture of 
office. 

Sec. 20. Pooling forbidden. If rates are reduced for purposes of competition, 
the same shall not be raised ‘ 1 without the consent of the governmental authority 
in which shall he vested the power to regulate fares and freights." 

Sec. 21. Same as section 8, Article XII, Arkansas. 

Sec. 22. Statedividedintothreesections.accordingtopopulation. Onerailroad 
commissioner for each section, elected by the people for four years. Have power to 
establish rates for transportation of passengers and freight. Same to be published. 
Examine books,records, etc.; and mayissue subpoenas; hear and determine com¬ 
plaints; punish for contempt of orders “in the same manner and to the same 
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extent as courts of record;” shall prescribe uniform system of accounts. Diso¬ 
bedience of orders of commissioner punished by fines not to exceed twenty thou¬ 
sand dollars. Agent or employee receiving rates in excess of those fixed fined five 
thousand dollars or one year in county jail. Legislature can extend power of 
commissioner. 

Sac. 38. Divides State into districts. 


COLORADO. 

Art. XV.— Corporations. 

Sec. 1. All special charters granted, but under which business had not begun, 
not valid after adoption of this constitution. 

Sec. 2. No charter of incorporation shall be granted, extended, changed, or 
amended by special law, except for such municipal, charitable, educational, penal, 
or reformatory corporations as are or may be under the control of the State; but 
the general assembly shall provide by general laws for the organization of corpo¬ 
rations hereafter to be created. 

Sec. 3. Identical with last eleven lines of section 8, Article XII, Arkansas. 

Sec. 4. Almost identical with section 31, Article XIV, Alabama, with the omis¬ 
sion of last phrase “ and transport,” etc. 

Sec. 5. Same as section 4, Article XVII, Arkansas, but referring to consolida¬ 
tion only. 

Sec. 6. Identical with section 3, Article XVII, Arkansas, up to “ Persons and 
property transported.” 

Sec. 7. Benefit of future legislation denied until acceptance of provisions of 
constitution filed, in binding form. 

Sec. 8. Identical with section 9, Article XVII, Arkansas. 

See. 15. Unlawful for any corporation “ to require of its servants or employees, 
as a condition of their employment any contract * * * whereby such person, 
company * * * shall be released from liability * * * on account of 
injuries while in the service of such company.” * * * 

CONNECTICUT. 

Amendments, Article XXV: “No county, city, town, borough, or other munici¬ 
pality, shall ever subscribe to the capital stock of any railroad corporation, or 
become a purchaser of the bonds, or make donations to, or loan its credit, directly 
or indirectly, in aid of any such corporation;” debts contracted prior to adoption 
of this amendment not affected. 


DELAWARE. 

Art. VIII .—Revenue and taxation. 

Sec. 8. County or municipal aid to private corporations or persons prohibited. 

Art. IX.—Corporations. 

Sec. 1. No corporation shall hereafter bo created, amended, renewed, or revived 
by special act, but only by or under general law, nor shall any existing corporate 
charter be amended, renewed, or revived by special act, but only by or under 
general law. * * * Charters forfeited for violation of law. 

Sec. 2. Acceptance of constitution by corporations necessary before charter can 
be renewed or amended. 

Sec. 6. Bach shareholder entitled to one vote in elections for directors or 
managers. 

FLORIDA. 

Art. IX .—Taxation and finance. 

Sec. 7. State aid by means of taxation to corporations forbidden. 

Sec. 10. State credit not to be pledged or loaned to private corporations; State 
not to become a stockholder. City, county, borough, township, etc., also forbid¬ 
den to aid such corporations. 
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Art. XVI.—Miscellaneous. 

Sec. 30. “ The legislature Is invested with full power to pass laws for the cor¬ 
rection of abuses and to prevent unjust discrimination and excessive charges by 
persons and corporations engaged as common carriers in transporting persons or 
property, or performing other services of a public nature, and shall provide for 
enforcing such lawB by adequate penalties and forfeitures.” 

Sec. 81. Free passes and discounts of fares forbidden to members of legislature 
and State officers. 


GEORGIA. 

Art. IV.— Section 2. Regulation of corporations. 

Sec. 1. Railroad tariffs. Assembly given right to regulate freight and passen¬ 
ger tariffs and to fix penalties for violations of regulations. 

Sec. 2. Right of eminent domain retained over corporation property. 

Sec. 3. Charters revived or amended become subject to the constitution: * * * 
“ Provided, That this section shall not extend to any amendment for the purpose 
of allowing any existing road to take stock in or aid in the building of any branch 
road.” 

Sec. 4. The purchase of stock of one corporation by another for purposes of 
decreasing competition can not be authorised and all such contracts declared void. 

Sec. 5. Rebates forbidden, directly or indirectly. Penalties may be imposed. 

IDAHO. 

Art. III .—Legislative department. 

Sec. 19. Prohibits special or local laws. 

Art. VIII. — Ihiblic indebtedness and subsidies. 

Four sections, prohibiting subscription to stock and other forms of aid on part 
of any political unit. 

Art. XI.—Corporations. 

Sec. 1. Previously granted but inoperative special charters void. 

Sec. 2. Special legislation, except for municipal, charitable, etc., purposes, 
prohibited. 

Sec. 3. Legislature may revoke charters, but no injustice shall be done. 

Sec. 4. Like section 3, Article XI, Illinois. 

Sec. 5. Railways common carriers; legislature may control, regulate rates; rail¬ 
ways may connect, intersect with one another. 

Sec. 8. Undue or unreasonable discriminations forbidden; excursion and com¬ 
mutation tickets may be sold, provided they are the same to all persons. Long 
and short haul provision. 

Sec. 7. Must accept constitution. 

Sec. tf. Legislature may apply right of eminent domain to property of railway 
corporation. 

Sec. 10. Appoint legal representative. 

Sec. 14. Can not escape jurisdiction of State courts through consolidation. 

Sec. 15. Contracts restricting liability void. 

Sec. 18. Combinations to influence prico prohibited. 


KENTUCKY. 

Sec. 59. Special legislation forbidden. 

Sec. 179. City, county, etc., aid to corporations forbidden. 

Sec. 190. Corporations must accept the constitution before asking for benefits 
of future legislation. 

Sec. 191. All charters under which organization has not taken place at time of 
adoption of constitution void. 

Sec. 192. No corporation to engage in business other than expressly named in 
charter; not to hold estate other than is proper and necessary for carrying dn its 
legitimate business “/or a longer period than 6 years , under penalty of escheat." 
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Sec. 195. Property of corporations subject to right of eminent domain. 

Sec. 196. Unjust discrimination prohibited. 

Sec. 197. Free passes forbidden to city, town, county officers, members of 
assembly, or judge. Forfeiture of office the penalty. 

Sec. 198. Trusts, pools, combinations, or other organizations to “depreciate 
below its real value any article, or enhance the cost of any article above its real 
value” forbidden.” 

Sec. 201. Purchase or lease or operation of competing lines or line forbidden; 
also pooling of earnings with any common carrier forbidden. 

Sec. 203. Lease or transfer of franchise to escape liability forbidden. 

Sec. 207. Identical with section 8, Article XI, Illinois. 

Sec. 209. Railroad commissioners, three in number, elected by people for same 
term as governor. State divided into three districts. 

Sec. 210. Common carriers forbidden to own, operate, or engage in any other 
business “ except such as shall be necessary to carry on its business.” * * * 

Sec. 212. Rolling stock subject to execution and salo. Earnings and personal 
property subject to process of attachment. 

’ Secs. 213,215. Freight of all shippers to be transferred with equal promptness 
and same charges independent of destination. 

Sec. 214. Exclusive contracts with shippers forbidden. 

Sec. 216. Right of intersection guaranteed. 

Sec. 217. Fixes penalties at from §2,000 to §1,000 and forfeiture of franchise. 

Sec. 218. Greater charges for shorter than for longer hauls forbidden. 


ILLINOIS. 

Akt. XI. 

Sec. 1. No corporation to be created by special laws. 

Sec. 2. All charters not in force within 10 days after the adoption of the 
constitution void. 

Sec. 3. “The general assembly shall provide, by law, * * * every stockholder 
shall have the right to vote in person or by proxy, for the number of shares of 
stock owned by him, for as many persons as there are directors or managers to be 
elected, or to cumulate such shares, and give one candidate as many votes as the 
number of directors multiplied by the number of his shares of stock shall equal; 
or to distribute them on tho same principle among as many candidates as he shall 
think fit." * * * 

Sec. 10. Rolling stock and all other movable property considered porsonal 
property subject to execution and sale. 

Sec. 11. Consolidation of competing lines forbidden. No consolidation without 
60 days’ notice. Majority of directors to be citizens of State. 

Sec. 12. Railroads subject to such regulations as may be prescribed by law. 

Sec. 13. No increase of stock unless 60 days’ notice of same has been given. 

Sec. 14. * * * “ Property and franchises of incorporated companies already 
organized, and subjecting them to tho public necessity the same as of indi¬ 
viduals.” * * * 

Sec. 15. “The general assombly shall pass laws to correct abuses and prevent 
unjust discriminations and extortion in the rates of freight and passenger tariff 
on the different railroads of the State, and enforce such laws by necessary pen¬ 
alties to tho extent, if necessary for that purpose, of forfeiture of their property 
and franchises.” 

Art. XIV. 

Sec. 1. Regarding money paid into State treasury by Illinois Central Railroad. 

Sec. 2. County, city, town, village, otc., aid to corporations forbidden in future 
(i. e., after 1870, the time of the adoption of this constitution) 

INDIANA. 

Art. XI.— Corporations. 

Sec. 13. Corporations other than banking shall not be created by special act 
but may be formed under general laws. 

Sec. 14. Individual liability of incorporators. 



990 


INDUSTRIAL COM3C8SION i—TRANSPMtTATlbN 


IffWA. 


Art, VIII .-Corporations. 


Sec. 1. No corporation to be hereafter created by special law. 

Sec. 2. Property of corporations subject to taxation as that of muivianals. 
Sec. 3. State not to be a stockholder. 

Sec. 12. Subject to the provisions of this article, the general assembly shall 
have power to amend or repeal all laws for the organization or creation of cor¬ 
porations. * * * 


KANSAS. 


Art. XII.—Corporations. 

Sec. 1. Special legislation prohibited, and all general laws may be amended or 
repealed. 

Sec. 2. Individual liabilities in case of corporations, * * * “ but such indi¬ 
vidual liabilities shall not apply to railroad corporations, not corporations for 
religious or charitable purposes. 7 ’ 


LOUISIANA. 

Art. 262. “ The general assembly shall not remit the forfeiture of the charter 
of any corporation now existing, nor renew, alter, or amend the same, nor pass 
any general or special law for the benefit of such corporation, except upon the 
condition that such corporation shall thereafter hold its charter subject to the 
provisions of this constitution.” 

Art. 265. No corporation to engage in business except such as directly author¬ 
ized by charter “or incidental thereto," nor hold any real estate for a longer 
period than 10 years. 

Art. 267. Stock neither to be decreased nor increased “ except in pursuance of 
general laws,” nor without the consent of persons holding the larger amount in 
value of the stock. * * * 

Art. 271. Identical with Article XIV, section 21, Alabama, beginning with 
“ Any association.” 

Art. 272. Identical with Article XIV, section 21, Alabama, up to “Any 
association.” 

Art. 274. Consolidation upon 60 days’ notice, butcompany always to remain in 
jurisdiction of the State. 

Art. 275. “ General laws shall be enacted providing for the creation of private 
corporations, and shall therein provide fully for the adequate protection of the 
public and of the individual stockholder.” 

Art. 283. “A railroad, express, telephone, telegraph, steamboat, and other 
water craft, and sleeping car commission is hereby created;” composed of three 
members, elected by districts. 

Art. 284. Powers of commission: Compel attendance of witnesses and production 
of books and papers; adopt, change, and make just rates and regulations; prevent 
discriminations; hear complaints; supervise matters of bridges, depots, switches, 
etc., etc.; adjust rates between branch and trunk lines. 

Art. 285. Appeals from decisions of commission may be taken to Supreme 
Court. 

Art. 286. Penalties provided. 

MAINE. 

Art. IV.—Part third. Legislative power. 

Sec. 13. ‘‘ The legislature Bhall, from time to time, provide as far as practicable, 
by general laws, for all matters generally appertaining to special or private legis¬ 
lation.” 

Art. I X.—General provisions. 

Credit of State not to be loaned, 

MARYLAND. 

Art. 3.— Legislative department. 

Seo. 48. Corporations may be. formed under general laws; but shall not be 
created by special act, except for municipal purposes, and except in cases where 
no general laws exist; * * * a committee of three to be appointed by gov¬ 
ernor to draft general laws. 
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MASSACHUSETTS. 

Contains no constitutional provisions relating to railway^. 

MICHIGAN. 

Art. XV .—Corporations. 

Sec. 1. Corporations to be formed under general laws only. 

Sec. 7. Individual liability of stockholders. 

Sec. 10. No corporation, except for municipal purposes, or for the construction 
of railroads, plank roads, and canals, shall be created for a longer period than 30 
years. 

Sec. 12. Limitation for holding real estate ten years, “ excluding such as is 
actually occupied by such corporation in tho exercise of its franchise." 

MINNESOTA. 

Art. IX .—Finances of the State, banks and banking. 

Sec. 14b. Limitation of municipal aid to railways to 10 per cent of assessed 
valuation. 

Sec. 15. Adopted November 4, 1879. Limitation at 5 per cent of taxable 
property. 

Art. X.—Of corporations having no banking privileges. 

Sec. 2. None, except municipal corporations, to be formed under special acts. 

Art. IV. 

Sec. 33. Special legislation prohibited. Also the amendment of special laws. 
Latter may, however, be repealed. 

Sec. 34. Provision made for general laws. 

Amendment to sec. lb, Art. IX, of Apr. 15,1S5S. 

State loans to be given only to roads in whose aid Congress has given lands to 
State of Minnesota. Loans in form of State bonds, bearing 7 per cent interest, 
payable semi-annually in New York City, to an amount not exceeding $6,000,000. 
Conditions of these loans prescribed at some length. 

MISSISSIPPI. 

Art. VI. 

Sec. 87. Special legislation forbidden. 

Sec. 88. General laws for the granting of charters to be passed. 

Art. VII .—Corporations. 

Sec. 178. Corporations to be formed under general laws only. Legislature has 
power to change or revoke any charter (now revocable or hereafter granted) 

whenever, in its opinion, it may be for the public interest to do so: Provided, 
however,that no injustice shall be done to the stockholders.” Charters not to be 
granted for more than 99 years. Companies holding charters for a longer period 
may surrender excess. Legislature may otherwise tax the‘-increased value of 
such property and franchises arising from such longer duration of their charters.” 

Sec. 179. Charters to be held subject to constitution. 

SEC. 180. Future charters subject to constitution; all charters under which 
organization not effected within one year after adoption of the constitution to be 
void; also all charters under which work not begun within two years after 

^SEOlfe. Power of taxation not to Be surrendered or abridged by any contract. 

Art. VI. 

Sec. 183. Municipal aid forbidden. 

Sec. 184. Identical with section 21, Article XIV, Alabama. 

Sec. 185. Rolling stock considered personal property and subject to execution 
and sale. 
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Sec. 186. Provides for regulation of rates and fixing of penalties. 

Sec. 188. Free passes to “members of legislature, State, district, county, or 
municipal officers, exgept railroad commissioners,”forbidden. 

Sec. 100. Property and franchises of corporations may be subjected to public 
use. 

Sec. 193. Contracts waiving right of suit for damages void. 

Sec. 194. Same as section 3, Article XI, Illinois. 

Sec. 197. Lease, purchase, or operation of a railroad of this State by a foreign 
corporation forbidden. 

Sec. 198. The legislature shall enact laws to prevent all trusts, combinations, 
contracts, and agreements inimical to the public welfare. 

Art. XI V.—General provisions. 

Sec. 258. State aid of corporations prohibited. 


MISSOURI. 

Art. IY. — legislative department. 

Sec. 47. Municipal aid to corporations prohibited. 

Sec. 53. Special legislation forbidden. 

Art. X.— Revenue and taxation. 

Sec. 5. “ All railroad corporations in this State or doing business therein shall 
be subjected to taxation for State, county, school, municipal, and other purposes, 
on the real and personal property owned or used by them, and on their gross 
earnings, their net earnings, franchises, and their capital stock. 

Sec. 21. Payment of $50 to State treasurer for first $50,000 of stock, and $5 for 
every $10,000 additional, required before charter granted. 

Art. XII.— Corporations. 

Sec. 4. Right of eminent domain to apply to property and franchises of cor¬ 
porations. 

Sec. 6. Same as section 3, Article XI, Illinois. 

Sec. 7. Similar to section 192, Kentucky, and article 205, Louisiana. 

Art. XII. 

Sec. 12. Discrimination prohibited on long and short hauls. 

Sec. 13,14. Same as section 21, Article XIV, Alabama. Unjust discrimina¬ 
tions also prohibited, and legislature to pass laws establishing reasonable maxi¬ 
mum rates for freight and passengers. 

Sec. 16. Rolling stock and all other movable property held subject to execution. 

Sec. 17. Consolidation of competing or parallel lines forbidden; also lease, pur¬ 
chase, etc.; also officeholding in rival company. 

Sec. 18. No corporation can become a foreign company by consolidation. 

Sec. 21. Benefits of future legislation denied except on condition of acceptance 
of constitution. 

Sec. 22. No officer of railroad to be directly or indirectly interested in furnish¬ 
ing supplies, etc., to company. 

Sec. 24. Free passes forbidden to State, county, and municipal officers, etc. 


MONTANA. 

Art. XV .—Corporations other than municipal. 

Sec. 1. Charters under which organization not yet completed void. 

Sec. 8 . Assembly has power to alter, revoke, or annul any charter of incorpora¬ 
tion existing, or which may hereafter be granted, when, in its opinion, it may be 
injurious to citizens of State. 

Sec. 4. Same as section 3, Article XI, Illinois and others. 

Sec. 5. Railroad common carriers; legislature has power to control and regulate 
all rates, all roads, the right to build, operate, and intersect other roads. 

Sec. 0. Same as section 17, Article XII, Missouri and others. 
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Sec. 7. Same as section 3, Article XVII, Arkansas, and discrimination among 
persons forbidden. ° 

Sec. 8. Constitution to be accepted before benefit of future legislation obtained. 

Sec. 9. Right of eminent domain to apply to property and franchises. 

Sec. 12. “No street or other railroad shall be constructed within any city or 
town without the consent of the local authorities having control of the street or 
highway proposed to be occupied by such street or other railroad.” 

Sec. 15. No corporation can become a foreign corporation by consolidation. 

Sec. 16. Contracts waiving right to damages void. 

Sec. 20. Formation of trusts by combination within or without the State for¬ 
bidden. Legislature to enact appropriate legislation. 

NEBRASKA. 

Art. XT.— Corporations — Hailrotui corporations. 

Sec. 2. Rolling stock and all other movable property subject to execution and 
sale. 

Sec. 3. Identical with section 11, Article XI, Illinois, omitting last sentence. 

Sec. 4. All roads public highways; legislature may establish reasonable max¬ 
imum rates for passengers and freight ; liability of companies never to bo limited. 

Sec. 6. Right of eminent domain to apply. 

Sec. 7. Abuses to be regulated by law; penalties to the extent of forfeiture of 
property and franchise may be imposed. 

NEVADA. 

Art. VIII .—Municipal and other corporations. 

Sec. 1. Special legislation forbidden. 

Sec. 6. State credit not to be extended to corporations. 

Sec. 10. “No county, city, town, or other municipal corporation shall become 
a stockholder in any joint stock company, corporation, or association whatever, 
or loan its credit in the aid of any such company, corporation, or association, 
except railroad corporations, companies, or associations.” 

NEW HAMPSHIRE. 

No constitutional provisions relating to railways. 

NEW JERSEY. 

Art. IV.— legislative. 

Sec. 11. Special legislation for corporations forbidden. 

NEW MEXICO. 

The organic code contains no provisions relating to railways. 

NEW YORK. 

Art. ITT. 

Sec. 18. Forbids legislature to enact any special law “ Granting any corpora¬ 
tion, association, or individual the right to lay down railroad tracks.” 

Art. VI1. 


Sec. 1. State credit withheld. 

Art. VIII. 

Sec. 1. “Corporations may be formed under general laws, but shall not be 
created by general act, except for municipal purposes; and in cases where, in the 
judgment of the legislature, the objects of the corporation can not be attained 
under general laws. All general laws and special acts passed pursuant to this 
section may be altered from time to time or repealed.” 

Sec. 10. County, cities, towns, and villages not to give money or loan credit. 
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Art. XIII. 

Sec. 8. Granting or promising to grant, or accepting passes, fronting.privilege, 
or any discrimination in rates for the benefit of any public officer prohibited. 

NORTH CAROLINA. 

Art. Y.—Revenue and taxation. 

Sec. 4. State credit not to be given to railroads unless they are unfinished at 
the time of the adoption of the constitution, or Buch in which the State has a 
pecuniary interest, unless the question be submitted to the people and approved 
by them. 

Art. VIII .—Corporations other than municipal. 

Sec. 1. Corporations other than municipal to be organized under general laws. 
All such laws and special acts may be repealed or altered. 

Sec. 2. Debts to be secured. 

Sec. 8. Defines corporations. 

NORTH DAKOTA. 

Art. 2 .—Legislative department. 

Sec. 69. Special legislation in favor of railroads forbidden. 

Art. 7 .—Corporations other than municipal. 

Sec. 133. Charters held subject to constitution. 

Sec. 134. Property and franchises subject to right of eminent domain. 

Sec. 137. No corporation to engage in business other than that directly author¬ 
ized. 

Sec. 139. Consent of local authorities concerned necessary. 

Sec. 141. Consolidation—same as section 6, Article XV, Montana. 

Sec 143 \ ® ame a8 8ec tion 5, Article XV, Montana. 

Sec. 146. Same as section 20, Article XV, Montana. 


OHIO.. 

Art. XII.— Corporations. 

Sec. 1. No special laws conferring corporate powers to be passed. 


OREGON. 

Art. IV .—Legislative department. 

Sec. 23. Various kinds of special legislation prohibited, but corporations not 
mentioned. 

Art. XI.—Corporations and internal improvements. 

Sec. 2. Organization of corporations by special act forbidden. All laws may 
be changed or repealed, “ but not so as to destroy or impair any vested corporate 
rights.” 

Sec. 6. State not to be stockholder in any company. 

Sec. 7. Credit of State not to be loaned. 

Sec. 10, New county debts limited to $5,000. 


PENNSYLVANIA. 

Art. I X.—Taxation and finance. 

Sec. 6. State credit not to be pledged nor State to become a stockholder. 
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Art. XVI.—Private corporations. 

Sec. 2. All charters to be held subject to constitution. 

Sec. 8. Right of eminent domain applicable to property and franchises. 

Sec. 0. No corporation to engage in business other than expressly authorized 
and not to hold real estate except such as may be necessary for carrying on its 
business. 


Art. XVIII.— Railroads and canals. 

Sec. 1. Identical with section 21, Article XIV, Alabama. 

Sec. 6. No officer of corporation to be interested in the contracts for supplies 
and material. 

Sec. 7. Preferences as to rates and facilities forbidden. 

Sec. 8. Free passes forbidden “ to any person except officers or employeesof the 
company.” 


RHODE ISLAND. 

Amendment to Article IX. 

Sec. 1. General assembly to provide for the creation and control of corporations 
by general law; but no corporation to acquire the right of eminent domain or 
franchise except by special act. 

SOUTH CAROLINA. 

Art. XII.— Corporations. 

Sec. 1. Corporations to be framed under general laws. 

Note.—A ll acts pledging the credit of tire State for the benefit of corporate 
body were repealed by special “ordinance” of March 15,1868. 


SOUTH DAKOTA 


Art. XVII.— Corporations. 

Sec. 1. Special legislation forbidden. 

Sec. 3. Charters held subject to constitution. 

Sec. 4. Right of eminent domain to extend to property and franchises. 

Sf.c. 7. No corporation to engage in business not specifically named. 

Sec. 9. Legislature has power to alter, revise, or annul any charter for public 
good “in such manner that no injustice shall be done to the incorporators. No 
law hereafter enacted shall create, renew, or extend the charter of more than one 
corporation.” 

Sec. 13. “Rolling stock and all other movable property” subject to execution 
and sale. 

Sec. 14. Same as section 6, Article XV, Montana, except relating to consolida¬ 
tion of railroads only, and omitting clause referring to office holding. 

Secs. 15,16. Same as section 21, Article XIV, Alabama, but referring to rail¬ 
roads only. Legislature given right to control rates of freight and passengers. 

Sec. 17. Same as section 7, Article XI, Nebraska. 

Sec. 20. Monopolies and trusts forbidden. Adopted as an amendment at elec¬ 
tion of 1896. 


TENNESSEE. 

Art. 11.—Legislative. 

Sec. 88 . “ No bonds of the State shall be issued by any railroad company which 
at the time of its application for the same shall be in default in paying interest 
upon the State bonds previously loaned to it or that shall hereafter and before 
such application sell or absolutely dispose of any State bonds loaned to it for less 
than par." 

Art. XI .—Miscellaneous provisions. 

Sec. 8. All special legislation forbidden. 
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TEXAS. 

Art. III.— Legislative department. 

Sec. 51. State aid to individuals and corporations forbidden. 

Sec. 52. County, city, town, etc., aid also prohibited. 

Sec. 54. State liens upon railroads can not be changed. 

Sec. 56. Special legislation forbidden. 

Art. X.—Railroads. 

Secs. 1, 2. Same as section 21, Article XIV, Alabama, except applying to rail¬ 
roads only, and also giving legislative power to correct abuses, prevent discrimi¬ 
nations, and fix penalties. 

Sec. 4. Rolling stock and other movable property subject to execution and sale. 
Sec. 5. Consolidation with or office holding in competing or parallel lines 
forbidden. 

Sec. 8. Benefit of future legislation withheld until constitution subscribed to. 
Sec. 9. No railroads hereafter constructed to pass within 3 miles of a county seat 
without passing through same, and establish a depot, “unless prevented by nat¬ 
ural obstacles, such as streams, hills, or mountains;” provided city (or town) 
grants right of way and land enough for depot purposes. 

Art. XXV.—Public lands and land office. 

Sec. 3. No public lands to be granted to railroads, and never more than 16 sec¬ 
tions per mile. And no land granted until 10 miles of road in operation. 

UTAH. 

Art. VI .—Legislative department. 

Sec. 28. Special legislation forbidden. 

Sec. 31. Lending of State credit or that of counties and municipalities forbidden. 
Art. XII.— Corporations. 

Sec. 1. Corporations to be formed under general laws, and all such laws may 
be changed or repealed. 

Sec. 2. Existing corporations to accept constitution. 

Sec. 3. Legislature shall not extend or validate any franchise. 

Sec. 10. Corporations limited to authorized objects. 

Sec. 12. All railroads common carriers, and to carry freight and passengers 
without discrimination. 

Sec. 13. Competing roads not to be consolidated. 

Sec. 14. Rolling stock, etc., considered personal property. 

Sec. 15. Legislature to prescribe maximum rates. 

Sec. 17. Employee of a corporation can not hold municipal office in the munici¬ 
pality which granted the franchise. 

Sec. 20. Trusts and combinations forbidden. 

VIRGINIA. 

Art. X.—Taxation and finance. 

Sec. 12. State credit can not be granted. 

Sec. 14. State can not become a stockholder. 

Sec. 15. State can not become a party to internal improvements. 

WASHINGTON. 

Art. I. 

Sec. 8. No law granting irrevocably any privilege, franchise, or immunity shall 
be passed by the legislature. 

Sec. 28. Special legislation forbidden. 

Sec. 89. “ Public officers" forbidden to use passes, etc. 
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Sec. 5. State credit not to be loaned. 

Art. XII. 

Sec. 1. Creation of corporations by special laws forbidden and all such laws 
may be altered or repealed. 

Sec. 2. Charters or franchises not to be extended or forfeiture remitted. 

Sec. 9. State can not be a stockholder. 

Sec. 10. Right of eminent domain to apply. 

Sec. 13. Almost identical with section 21, Article XIV, Alabama. 

Sec. 14. Pooling of earnings forbidden with any common carrier. 

Sec. 15. Discrimination in rates forbidden. 

Sec. 16. Consolidation of competing lines forbidden. 

Sec. 17. Rolling stock, etc., personal property. 

Sec. 18. Legislature to pass laws for regulation of fares and freights. 

Sec. 20. Free passes to members of legislature and public officers forbidden. 
Sec. 21. No discrimination against express companies. 

Sec. 22. Trusts and monopolies forbidden. 


WEST VIRGINIA. 

Art. XI.— Corporations. 

Sec. 1. Corporations to be organized under general laws. 

Sec. 4. Identical with section 3, Article XI, Illinois. 

Sec. 8. Rolling stock, etc., considered personal property. 

Sec. 9. Railroads declared public highways. Legislature to make laws estab¬ 
lishing reasonable maximum rates and the preventing of abuses and discrimina¬ 
tions. 

Sec. 10. Legislature to require railroads running within one-half mile of a 
town or village to establish a depot. 

Sec. 11. Consolidation with parallel or competing lines forbidden. 

Sec. 12. Right of eminent domain to apply to property and franchises of rail¬ 
roads. 

Note. —About half a dozen other constitutions contain provisions of a similar 
nature. Usually 3 miles is the distance taken, and the county seat the point con¬ 
cerned. They aro to pass through latter in one instance “if no natural obstacle 
intervenes.” (See sec. 9, Art. X, Texas.) 


OKLAHOMA. 

Organic act, section 0. * * * “ This further provided that the legislature 
shall not authorize the issuing of any bond, scrip, or evidence of debt by the Ter¬ 
ritory, or any town, city, or county therein, for the construction of any raiiroad.” 

Note.— The organic codes of New Mexico and Arizona contain no mention of 
railroads. 

WISCONSIN. 

Art. XI.—Corporations. 

Sec. 1. Corporate powers not to bo granted by special act, and all general laws 
clianged or repealed at will of legislature. 


Art. IV. 

Sec. 81. Special legislation forbidden for granting corporate powers, except to 
cities. 

Art. VIIL 

Sec. 3. State credit withheld. 
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WYOMING. 

Art. I .—Declaration of right*. 

Sec. 30. Monopolies and perpetuities.—Perpetuities and monoplies are contrary 
to the genius of a free state, and shall not be allowed. Corporations being crea¬ 
tures of the State, endowed for the public good with a portion of its sovereign 
powers, must be subject to its control. 

Art. 111.—Legislative department. 

Sec. 27. Special and local laws prohibited. The legislature shall not pass local 
or special laws in any of the following enumerated cases: 

A longlist of subjects is here enumerated, including “ the right to laydown 
railroad tracks, or any special privilege, immunity, or franchise whatever, or 
amending existing charter for such purpose. ” In all other cases where a general 
law can be made applicable no special law Bhall be enacted. 

Sec. 89. Political units prohibited from aiding railway construction, or loaning 
credit or otherwise contracting an indebtedness. 

Art. X. — Corporations. 

Sec. 1. Corporations organized under general law. 

Sec. 2. All franchises subject to control of legislature. 

Sec. 3. All previously granted special charters, not yet in actual operation, 
declared void. 

Sec. 4. Laws, contracts, and agreements limiting liability, illegal. 

Sec. 5. Pull acceptance of constitution before business can be transacted. 

Sec. 6. Corporations engage in only one line of business specified in charter. 

Sec. 7. Agencies of transportation and communication declared to be common 
carriers. 

Sec. 8. Combinations to prevent competition or influence prices prohibited. 

Sec. 9. Right of eminent domain and public use to apply to corporate property. 

In addition the constitution of Wyoming contains nine sections specially devoted 
to railways, as follows: 

Sec. 1. Grants power to construct, operate, intersect, connect, etc., without 
discrimination. 

Sec. 2. Railways and telegraphs declared common carriers, “and as such must 
be made by law to extend the same equality and impartiality to all who use them, 
excepting employees and their families and ministers of the Gospel, whether 
individuals or corporations.” 

Sec. 8. Shall make annual report to auditor of the State. 

Sec. 4. May exercise right of eminent domain, but legislature reserves power 
to subject franchise and property to public use. 

Sec. 5. All political units enjoined from aiding by donations, loans, credit, etc. 

Sec. 6. Constitution must be accepted before business can be done. 

Sec. 8. Foreign corporations must appoint legal representative in State. 

Sec. 9. Depots to be established when railways run within four miles of a town. 
“ No railroad company shall deviate from the most direct practicable line in con¬ 
structing a railroad for the purpose of avoiding the provisions of this section.” 
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Chapter I. 

DEVELOPMENT OF THE TAXATION OF TRANSPORTATION COM¬ 
PANIES. 

In its report, issued in 1880, the railway tax committee 1 asserted that “ thore is 
no method of taxation possible to be devised which is not at this time applied to 
railroad property in some part of this country.” When this statement was made 
the States were passing through a middle experimental stage in their taxation of 
transportation companies; and though twenty years have since elapsed, another 
period of more definite experiment has only just begun. A chaos of tax systems 
almost, if not quite, equal to that which confronted the committee still prevails. 
But confused and confusing as railway tax laws have been and still are, both 
legislation and judicial decision give evidence of progress toward a better state 
of things. Even prior to 1879, the year of the activity of the committee, clearer 
comprehension of tax problems to be solved had already set on foot a movement 
for reform; and the past two decades have witnessed changes still more notably 
in the same direction. It is the general trend of these changes which this chapter 
attempts to describe. 

In the developing of its transportation facilities the United States has acted as 
a group of communities at widely different stages of industrial development. 
After the East had in a measure settled the question of an adequate transporta- 


1 The report of this committee was entitled Taxation of Railroads and Railroad Securities. The 
committee, the members of which were C. F. Adams, jr., W. B. Williams, and J. II. Oberly, was 
appointed at a convention of State railroad commissioners to report methods of taxation respecting 
ranrottdH and railroad securities. 
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tion system the railway growth of the West was still in its incipient stage. Cor¬ 
respondingly, the East after continuous experiment was the first to devise definite 
methods of railroad taxation, some mistakes in the developing of which theStates 
of the West were subsequently enabled to avoid. But in the main the general 
course of the development has been the same in both sections, and the same con¬ 
servative attitude toward innovation is to be noted throughout. 

In tracing the course of this development it will be convenient to group the 
successive steps within two periods. To he sure, it will not be possible to assign 
any definite chronological limits to these separate stages; but the distinctive 
features in the process of change are so prominent as to group themselves broadly 
within the two periods which are here adopted. 

The first of these stages was characterized by the policy of subsidy and exemp¬ 
tion from taxation and by the introduction of tax methods which were made to 
operate very leniently tow T ard the railroads. This period may he said to have 
ended with the close of the first decade after the civil war. The second or pres¬ 
ent stage has been characterized chiefly by the adoption and extension of definite 
methods of railway taxation, in the main distinct from the general-property tax 
as ordinarily administered in the taxation of individuals. 

A. FIRST PERIOD-PUBLIC AID AND TAX EXEMPTIONS. 


1, State construction of railroads.—One reason for the slight progress which 
has been made in the field of railway taxation is to be found in the comparatively 
recent origin of the railway systems themselves. The building of railroads in 
the United States had scarcely' begun before 1830, and, from the financial stand¬ 
point, it was not until after the period of the civil war that the ultimate success 
of tho railroad experiment was assured. In 1830 population was sparse and the 
capital of the country was limited. At that time the States themselves were 
quite widely engaged in works of internal improvement, but with the introduc¬ 
tion of railways the States appear to have been averse to engaging directly in 
this new form of enterprise, with the result that the construction of railway 
lines was left chiefly to individual initiative. 1 

2. State and local aid.—Capital, however, in addition to the mere fact of its 
scarcity, was hard to secure for investment in an enterprise Which gave no pros¬ 
pect of substantial or immediate returns. Under these circumstances, it was hut 
natural that the various State legislatures should be impressed rather with the 
expediency of stimulating railway investments by special auxiliary enactments 
than of restricting their extension by the imposition of taxes. Accordingly, wth 
a view toward encouraging the growth of a service which was seen to be of vital 


1 1 here arc some instances of independent notion on the part of States in the construction and owner¬ 
ship of rail way lines, as well as cases where State policy looked definitely toward State ownership; but 
such instances are both relatively rare in number and almost entirely limited to the early period of 
railway construction. For instance, in Pennsylvania the canal commission was authorized in 1827 
to estimate the expense of constructing a railroad from Harrisburg to Charabereburg, and in the fol¬ 
lowing year the same commission was empowered to contract for the construction of a railroad from 
Philadelphia to Columbia. Foranumberof years after various appropriations foi purposesof railroad 
construction are to be found in the State’s general appropriation bills. 

In Georgia during the thirties the State, through the agency of a board of State commiRSionere, 
constructed the Western and Atlantic Railroad. This road whs operated by the State until 1870. It 
has sinre been operated under lease by private parties. The rental for 1900 amounted to^ $420,012. 

During the thirties Michigan projected an elaborate plan of railway construction under the direc¬ 
tion of a board of internal improvement. This plan provided for the building of a northern, a central, 
and a southern road. The northern project was abandoned in 1841 and a wagon road constructed 
instead; but large sums were expcndcu on tho central and southern lines up to 1846, when they were 
sold to private parties and incorporated, respectively, os the Michigan Central and Michigan South¬ 
ern lines. In both cases the State reserved the right to repurchase after January 1,1867. 

In Massachusetts, to illustrate further, the State took an active interest, almost akin to ownership, 
in the construction of the Troy and Greenfield Railroad and Hoosae Tunnel. In 1872 the legislature 
provided that tho interest of the Mate in the Hoosae Tunnel should never he soldjand since that 
time large sums have been devoted to the improvement of that line (c.g,,in 1883,8264,662; in 1884, 
$66 000 ) 

In a number of instances early State policy In incorporating railroad companies talked toward the 
possibility of subsequent State ownership, For Instance, during 1831 and11838 New York, in granting 
the charters of the New York and Albany, the New York and Erie, the Utica and Schenectady, and 
other roads, reserved the right of purchase, to take effect within a period of five years, beginning 
ten years after incorporation. In foassachusclts charters of the early thirties the right of purchase 
was reserved for ten years (c.g.,m the charters of the Franklin, the Boston, Providence and Taun¬ 
ton the Boston and Lowell, and other roads). Similar provisions arc to be found afew years later 
In charters granted by Kentucky and Michigan. In the latter State at east a single instance of 
actual purchase is lo be found, namely. In lsll, when the State purchased the River Raisin and Lake 

Eric Railroad and Jollied it to the Southern State road. . 

A recent instance of contemplated State ownership is furnished by Arkansas where, in 1897, * 
State board wrs created to locate, establish, and operate State railroads and telegraphs. 


16a-64 
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public importance, special aids, 1 partial or even complete exemptions from taxa¬ 
tion, and lenient tax methods were frequently made the subjects of general 
statute and special charter provisions. 

By 1860 the practice of granting aid to railways was widely prevalent. The 
outbreak of the civil war put a temporary check to the practice; but in 1865, 
particularly in the South, 2 it became even more marked than before the war. By 
1875, however, the practice began to fall into disfavor. In 1874, for instance, the 
legislature of Georgia provided that no more State aid should be given except where 
a road had a vested right to the same. In 1875 Alabama repealed her railroad-aid 
act of 1865, and Illinois in 1877 legislated that counties could not be held liable 
after 1880 for any aid which they had promised railroads. 

In a few instances, however, tlie practice has persisted up to quite recent years. 
Such has been the case in Kansas, where, as late as 1887, the legislature empow¬ 
ered the counties, cities, and townships of the State to aid railways by granting 
them subsidies and subscribing to their stock; in Maine, as late as 1891 and 1893, 
when Washington County was authorized to guarantee, for thirty years, 5 per 
cent interest on $650,000 bonded debt of the Maine Shore Line Railroad, as well 


1 Aid granted to railroads was of different types. The following classification, accompanied by 
brief illustrations, will serve to differentiate those types: 

State aid: 

(1) By general enactment. 

(а) Grants of land. 

C.g., Iowa, 1858. Railroads were empowered to occupy any State lands without 
the payment of damages. 

(б) Grants and loans of money and security. 

e. g., Alabama, 1868. The State agreed to indorse the first-mortgage bonds of rail- 
w»ji to the extent of $12,000 per mile lor each 20 miles of road, as com¬ 
pleted, and $16,000 per mile for each 6 miles as completed, beyond the first 
20 miles. 

(2) By special enactment. 

(а) Subscriptions to stock. 

e. g., Massachusetts, 1830. State treasurer authorized to subscribe to 10,000 shares 
of stock in the Western Railroad Company. 

(б) Grants of land. 

e.g., Minnesota, 1862 and 1863. Numerous grants to the Minnesota and Pacific, 
the Root River and Southern Minnesota, the St. Paul and Pacific, and other 
railroad companies. 

(c) Grants and loans of money and security. 

c.g.,Maine, 1836. The State agreed to pay the necessary incidental expenses of 
surveying the Belfast and Qucliec Railroad; expenses not to exceed $5,000, 
to be refunded the State three years after completion of road. 

Massachusetts, 1837. Five million dollars loaned to the Eastern Railroad 
Company. 

California, 1863. The State agreed to pay the Central Pacific Railroad Com¬ 
pany, on completion of 20 miles of line, $ 10,000 for each mile constructed; 
only $100,0(H) to be paid during the first two fiscal years. 

Local aid (authorized by State enactment): 

(1) By general enactment. 

(а) Subscriptions to stock. 

e. g., Illinois, 1843. Counties and municipalities authorized to subscribe to railway 
stock. 

(б) Grants and loans of money and security. 

e.g.,California, 1870. Counties authorized to issue railroad-aid bonds, not to 
exceed in aggregate amount 5 per cent of the taxable value of property in 
those counties; aid to be granted any companies after 5 miles of road have 
been constructed. 

(2) By special enactment. 

(а) Subscriptions to stock. 

c. g., Kansas, 1855. Cities and counties authorized to subscribe to shares of stock in 
the Kansas Central Railroad Company. 

(б) Grants and loans of money and security. 

e.g., Alabama, 1859. City of Mobile authorized to issue bonds to aid the Mobile 
and Great Northern Railroad Company. 

Michigan, 1864. County of Bay authorized to issue bonds to aid in the con¬ 
struction of a railroad from Bay City to East Saginaw. 

®For instance, in Arkansas we find the following in 1867: The State promises aid to any railroad at 
the rate of $1,000 per mile of line constructed up to the maximum limit of 100 miles, the State to 
be paid interest oil the same and to be secured by a lien on the railroad; and again in 1868 authoriza¬ 
tion of aid was made to the amount of $15,000 per mile to such roads os had not received grants of 
United States lands, and of $10,000 per mile to such as had secured such grants, upon condition (1) 
that the total aid should not apply to more than 850 miles of road: (2) that a tax equal to the amount 
of interest on the State-aid bonds should be levied against the railroads until the bonds should be 
canceled, and (3) that five vears after the completion of any road receiving such aid 2 per cent addi¬ 
tional should be levied upon the whole amount of State aid. 

To illustrate further, the legislature of Georgia in 1868 authorized the indorsement of the bonds of 
the Macon and Augusta Railroad Company to the amount of $10,000 per mile of road, as well as of 
those of the Georgia Air Line to the amount of $12,000 per mile of road, with an aggregate maximum 
of $500,000, besides granting aid to numerous other lines. 

In the North, too, the revival of the aid-granting policy is exemplified in numerous land grants, 
such as those in Michigan and Minnesota from 1865 to 1870, and in loans of funds, such as that by 
Massachusetts of $3,000,000 to the Boston, Hartford and Erie Railroad Company, of $2,000,000 to the 
Poston and Albany, and of $300,000 to the Lee and New Haveu Company in 1868. 
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as to subscribe to the stock of the "W ashington County Railroad Company, and 
in Iowa, wjiere local aid has been authorized as late as 1894.' 

It would be impracticable to estimate the relative amounts of State and local 
aid which have been granted to the railroads of the country. It is a notorious 
fact that immense sums have been so granted by both classes of authorities. But 
surface indications point to the fact that aid from local authorities has exceeded 
in amount that from the State governments. A single typical instance will serve 
to give a notion of the extent to which possibilities of securing aid were embraced 
by the railways. In Illinois, as reported by the State auditor of public accounts 
in 1872, over $1,900,000 had been granted under the act of 1865, and over $1,400,000 
under the act of 1869. 

3. Exemption of railroads from taxation.—The practice of granting exemp¬ 
tion from taxation never became so prevalent as that of direct aid. It reached 
its height probably during the decade or two subsequent to the civil war, when, 
generally in the form of specific grant, it came to be used sometimes as a supple¬ 
ment to, and in some cases as a substitute for, the policy of more direct aid. Dur¬ 
ing the past two decades the practice lias persisted where local conditions have 
warranted its continuance; but of recent years the tendency has been so far in 
the direction of its entire abolition that only a few survivals are any longer to be 
found. In New Hampshire, for instance, railroad lines are still exempted from 
taxation for a period of ten years after their construction. In New Mexico a 
similar provision is in force, except that the exemption is for a period of but six 
years. Another isolated example is to be found in Louisiana, where the Consti¬ 
tution of 1898 provided for the ten-yoars exemption of all railroad lines con¬ 
structed in that State before 1904. 

The whole tendency among the States of recent years has been to wipe out the 
last vestiges of railroad exemption privileges. Only a few instances or this tend¬ 
ency need be cited. In North Carolina, prior to 1891, three of the most-impor¬ 
tant railways in the State were exempted from taxation. In that year, however, 
as the result of persistent effort on the part of State authorities, these exemptions 
were surrendered. In Arkansas the Cairo and Fulton Railroad (now part of the 
St. Louis, Iron Mountain and Southern) was exempt from taxation under its 
charter until it should yield a net profit of 10 per cent on its investment. The reali¬ 
zation of this financial condition the railroad management was careful to avoid, 
so that the term of the exemption was indefinitely extended. A few years ago, 
however, the company reorganized. The State was not slow to realize its oppor¬ 
tunity, and after a suit at law the company lost its exemption. 

In Michigan, to illustrate further, the legislature of 1891 passed a law promising 
ten years exemption from taxation to all railway lines which should be constructed 
in that State north of the forty-fourth parallel of latitude. In 1897 the legislature 
repealed this law, and the State authorities proceeded to levy a tax on all of those 
roads which had already been built in that section of the State. The companies 
affected contested this action in the courts, but the procedure of the State was 
sustained on the ground that the exemption was a mere gratuity repealable at 
will. This doctrine had already been laid down in the courts of the United States, 
where it was held that a State legislative act, exempting the property of rail¬ 
roads from taxation, is not, when a mere gratuity on the part of a State, a con¬ 
tract to continue the exemption. i 2 3 In Michigan, too, those railroads which had 
formerly been taxed under special charter privileges were, by legislative enact¬ 
ment, in 1891 brought under the general railroad tax laws, though the provisions 
of this act were not carried into effect until 1898. 

Thecourts of the States and of the United States have been one in their endeavors 
to bring all railroads under the provisions of general railroad tax laws. Exemp¬ 
tions from taxation constituting a contract on the part of a State not to tax, are 
held never to arise by implication, and are construed narrowly in favor of the 
State.* It has been laid down, moreover, that immunity from taxation is not 
transferable, with the result that the reorganization of a railroad company or the 
sale of a railroad property effects the wiping out of an exemption.* Further¬ 
more, consolidation of lines, except where express provision has oeen made to the 
contrary, results in the loss of exemption. 4 


i Arkansas, as late as 1897, granted lands to the Mississippi, Hamburg and Western Railroad and 
the Springfield, Little Rock and Gulf Railroad. 

aSeeTuckerr. Ferguson (22 Wall.,527) and West Wisconsin Railroad v. Supervisors (93 U.S.,595). 

3 Railroad Co. v. Commissioners (103 U. S., 1). For full list of cases, see Taylor, The Law of Stock 
Corporations, sec. 489 and note. ..... 

« Maine Central It. R. Co. v. Maine (96 U. S., J99). For full list of cases, see Pierce, The Law of 
Railroads, pp. 48fr-7. - 
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With State policy and legal tendency, therefore, not only opposed to the exten¬ 
sion of exemption, but even operating toward its complete abolition, the practice 
has come to be of hut slight significance, 

4. Low taxation of railroads.—The practice of leniently taxing railroads was 
an important one until the close of the civil war period. It originated in the same 
conditions which gave rise to those two means of stimulating internal improve¬ 
ment which have just been outlined. Instances of the practice are too numerous 
to mention; but it may be said in passing that they generally took the form of 
taxes at a low rate (upon the bases of earnings, capital stock, and transportation 
property), in offeet amounting to partial exemptions from taxation. A hasty survey 
of a few typical developments of the tendency to tax leas and less leniently as time 
went on will servo to bring the early policy into clearer relief. 

The early history of railway taxation in Georgia reveals a variety of methods 
applied at different times to various companies. Prior to 1850 exemption from 
taxes was the rule. At that time the Memphis Branch Railroad, the Central 
Railroad, and the Georgia Railroad (which will serve as types) were required by 
the State to pay taxes, respectively, of 311 cents on each $100 of capital stock paid 
in. 1 j per cent on net income, and 1.1 per cent on net income in addition to 31f 
cents on each $100 increase of capital stock. In 1854 all railroads except those 
exempted by their charters, were required by legislative enactment to pay annual 
taxes on their capital stock and assets. In 1858 a tax of 1-J per cent on net income 
was added to the tax on capital stock, besides, in 1863, a graduated tax ranging 
from 5 per cent to 25 per cent upon all net income in excess of 8 per cent on the 
capital stock. In 1860 the rate of the tax on capital stock was fixed at one-half of 
1 per cent. In 1868 certain roads were exempted from the payment of this tax; 
but all were still required to pay the tax on not earnings. In 1874 a tax on prop¬ 
erty values was provided for in addition to the net earnings tax, and in 1888 a 
definite property tax on the lines of the present day method was adopted. 

In New Jersey, likewise, the early railroad taxes were levied on a variety of 
principles in accord with special charter provisions. 1 Justico Parker, in the 
case of State Board of Assessors v. Central Railroad Company,’ outlines with 
clearness the course of railroad taxation in New Jersey: 

“ In the infancy of this class of corporations, when struggling for existence, the 
amount of tax they were required to pay into the State treasury was small. The 
State favored them by limiting the annual tax to be paid by such corporations to 
the one-lialf of 1 per cent on the cost of their respective roads. This tax was for 
State purposes, and they were not assessed for local taxes. The wise and liberal 
policy adopted by the State was founded in part on the fact that the enterprises 
in which such companies were engaged were at that time of doubtful success, 
and in part on the belief that if successful they would contribute vastly to the 
public good. As time progressed, these corporations extended their business 
operations and acquired additional property, often of great value, until in some 
sections of the State, especially in the cities, the exemptions from local taxation 
became so great as to encumber the property of citizens liable to lie taxed with a 
heavy burden. To prevent injustice arising from the inequality of taxation, and 
to equalize as far as possible the public burdens, the legislature, on the 2d day of 
April, 1873, passed an act the avowed object of which was to establish just rules 
for the taxation of railroad property. This act made a radical change in tho 
system. * * * The act of 1876, providing for State taxes on railroads, was 
passed after the adoption of the constitutional amendment. This act is almost 
identical with the act of 1873. The chief object of the act of 1876 seems to have 
been to make the system of railroad taxation conform to the constitutional amend¬ 
ment that took effect in 1875, which prescribed that the assessment should be on 
true value instead of cost. Where the acts of 1873 and 1876 did not conflict, the 
former stood, and under those two acts, both the State and local taxes on railroad 
property in this State were assessed and collected up to the enactment of the law 
of 1884.” 

The act of 1884 established the present system of New Jersey. 

In Wisconsin the act of 1854 provided for a uniform tax of 1 per cent on the 
gross earnings of all railroads. In 1860 all railroad property requisite to purposes 
of operation was declared exempt from taxation. In 1862 the license taxon gross 
earnings was raised from 1 to 3 per cent. In 1874 it was raised to 4 per cent, 
where it remained until 1876, wb,en a graduated tax was provided for upon lines 
which have been followed in modeling the present system. 


1 e. g., The charter of the Somerville and Eastern Railroad (1864) provided for a tax of one-half of 1 
per cent on the cost of the road: that of the Northern Railroad Company (1864), for the payment of 
the sum of 4 cents for each passenger, and of 8 cents for each ton of merchandise carried across the 
8tate. 

*19 Vroom, m. 
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B. SECOND PERIOD.—INCREASING AND MORE UNIFORM TAXATION. 

This stage in the development of railroad tax systems is characterized chiefly 
py the decadence of the policies of subsidy and exemption from taxation, and by 
the application of general regulations to the taxation of all railways upon lines 
increasingly stringent and uniform. As has already been intimated, early rail¬ 
road tax methods were in many instances made the subjects of special charter 
provisions. But in probably the majority of cases, the States recurred, very 
naturally, to methods already employed in the taxation of individuals, and taxed 
railroads under the provisions of the general property tax. 

With but slight exception (as in the case of Pennsylvania, 1 which from the 
outset avoided the general property tax in this respect), the early practice of the 
States was the assessment of all real and personal property by local officials, 
in the same manner as with the similar property of individuals. The adoption of 
this plan was not altogether unwarranted by the conditions of the time. Up to 
18o0, the corporations of the country were nearly all of a purely local character. 
At that time none of the great trunk lines had been formed. But changed condi¬ 
tions soon began to appear. In 1851, for instance, various lines were brought 
together to form the New York Central Railroad; and in the few years following, 
the Baltimore and Ohio, Pennsylvania, and Erie lines were formed. As the result 
of changed conditions brought about by consolidations such as these, new tax 
requirements arose. Inadequate as had been the general property tax under local 
authorities, even under earlier 'conditions, it was now very soon shown to be 
entirely ill-adapted to this new office. Utter lack of uniformity in the operation 
of the system resulting from its l<x;al administration, facility of evasion, and 
failure of levies to measure even roughly the taxpaying ability of the different 
companies, among other difficulties, necessitated from time to time the adoption 
of modifications and substitutions, which have at length resulted in present 
systems. 

In the course of this process, certain changes of quite general prevalence among 
the States have been effected. In the first place, there has been widely evidenced 
a tendency to tax transportation companies upon a different basis, or, to say the 
least, in a different manner from that which has been followed in the taxation of 
individuals. Thirty years ago the local general property tax was the main method 
applied to railroad taxation. Twenty years ago changes had already been so far 
effected that railroads wero taxed on their property upon the basis of varied local 
assessments in less than one-fourth of the States. And more recently the appli¬ 
cation of the early method has been so far abridged that it is now to be found in 
its original form in but four States and one Territory. These which still cling to 
the primitive method are Louisiana, New Mexico, Oregon, Rhode Island, and 
Texas, and in the case of Texas there is a supplementary tax based on a different 
principle. 

There is still prevalent in many sections of the country, however, an attitude 
favorable to the taxation of individuals and of corporations upon the same prin¬ 
ciple and in the same manner. Such, for instance, is the notion which pervaded 
the deliberations of the extra session of the Michigan legislature in 1898, convened 
to consider the subject of railroad taxation. Such, likewise, is the express require¬ 
ment in a number of State constitutions. But the preponderance of practice is in 
the other direction; even in the cases of those constitutional requirements which 
have just been mentioned their practical force has been, in large measure, 
destroyed by the decisions of the Federal Supreme Court in a series of cases which 
hold that State constitutional provisions declaring that a certain large class of 
persons and corporations shall bo taxed by general laws, uniform as to the class 
upon which they operate, allow a rule for railroads different from that which 
applies in the taxation of individuals. 2 

By way of explanation, however, it must bo stated that in the majority of those 
cases where changes have been effected, the property tax has not been abandoned, 
but modified. There has been embodied in tnis growth simply an attempt to 
adapt the property tax to the most obvious requirements of a system of railroad 
taxation. The result of this process of adaptation has been the establishment of 
methods for railroad taxation which differ essentially both in their operation and 
in their administration from those employed in the taxation of individuals, and 
even of other corporations; railroad property is made a special class for purposes 
of taxation in that it is subject to assessment by State, not local, authorities. 


i Pennsylvania, at first, like many other States, employed special railway taxes. For instance, in 
the charter of the Pennsylvania Railroad Company, incorporated in 1846, a tax of 6 mills per ton-mile 
upon all merchandise transported, except the ordinary baggage of passengers, was provided for.' 
»See State Railroad Tax Cases (92 U,S.,575). 
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The New Jersey tax commission of 1897, in its report, very well points out the 
distinct character of the two systems in a statement which is generally applicable: 

“ It will be readily seen that these two systems, thus described and contrasted, 
are not coordinate; there is no tribunal in the State clothed with powers in which 
the values of the one class can be contrasted with the values of the other; they 
ran in parallel lines, so to speak, being two separate, independent systems.” 1 

In fact, the incorporation of the feature of assessing the value of the railroad 
franchises, in addition to that of visible property, in the systems of many of the 
States, has so far obscured, or at least modified, the workings of the original prop¬ 
erty tax as to effect by existing methods a substantial divorce from the methods 
applied in the taxation of individuals. 

As an offshoot of this tendency toward railway tax systems, distinct from those 
employed in the taxation of individuals, has come a process of change in the 
direction of a growing degree of centralization in railroad tax administrative 
machinery. With the widening scope of railway consolidation effective local 
administration of railway taxation has come more and more to be a matter of 

P ractical impossibility. Experience has shown that the problem is by so much 
urthered toward solution as the progressive steps toward the formulation of a 
tax system tend to broaden the field of the application of that system; legislative 
practice has of necessity followed these lines. 

In the legislation of many of the States one of the accompaniments of the cen¬ 
tralizing tendency which is becoming more and more noticeable is the practice of 
authorizing certain State officials to examine the books and papers of transporta¬ 
tion companies for information in tho making of assessments. There seems to be 
a growing desire to reach by taxation every company’s full earning capacity, and 
the adoption and extension of this device of examining railroad accounts is an 
attempt toward the attainment of that end. Whether its workings are effectual 
as at present applied is questionable. The commissioner of railroads of Michigan, 
for instance, asserts that “that provision of the statute which gives the commis¬ 
sioner the right to examine books and papers is a humbug. It takes six months 
to examine a little broken bank in Lansing. How long would it take to examine 
the affairs of a great railroad? But aside from any consideration of the ineffi¬ 
cient character of the regulation, the fact of its increasing prevalence is evidenced 
in State legislation. The growing advocacy of a uniform system of railway 
accounting deserves to be noted as tending in the same direction. Possibilities of 
railroad regulation, beyond the mere matter of taxation, are involved in these 
plans. 

C. SPECIAL LINES OP DEVELOPMENT. 

We must now consider a little more closely certain special features of the 
changes which have been brought about in the formulation of distinct systems 
for the taxation of transportation companies, namely, those changes which, 
developing from cruder methods, have resulted in transportation taxes upon the 
bases of property, capitalization, and business receipts, the latter two, broadly 
speaking, characterizing the States east of the Mississippi and north of the Ohio, 
and the first the remaining sections of the country. There are differences of 
opinion as to the relative advantages of the different methods. Thus, some 
writers and public men, approaching the question from the standpoint of justice 
in tax distribution among the various companies, look upon earnings taxes as the 
most desirable; others, impressed with the difficulties which appear to lie in the 
way of successfully administering taxes on earnings, favor taxes based on capi¬ 
talization, and still others, who think that corporations ought to be taxed upon 
the Bame basis as individuals, favor the property tax. These differences of opinion 
will come out from time to time in what follows. 

1. Taxes on property modified.—In the majority of the States, as we have 
already indicated ^departures from early tax methods took the form of a modifica¬ 
tion of the original property tax as employed in the taxation of individuals. Sys¬ 
tems based on cash valuation of property or of property and franchise by State 
officials came into use. In 1880 the general property tax, although lying at the 
bottom of the systems employed in most of the States, was, in its primitive form 
of local assessment, the exception rather than the rule, and during the two decades 
which have since elapsed the system of cash valuation by State boards or officials 
has made still further inroads into those States where the local property tax was 
formerly in vogue. Such, for instance, has been the case in Arkansas, in Iowa, 
and in other States where the demand for greater uniformity in administration 
has necessitated this change. 

To be sure, the origin of this method in the general property tax and its subse¬ 
quent development along the lines of that system do not warrant the expectation 

1 Report of the New Jersey tax commission of 1897, p. 10. 
a Supplement to the Michigan Senate Journal, extra session of 1898, p. 11. 
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of close approach toward correctness of principle in its formulation or of high 
degree of efficiency in the details of its operation. It is not surprising, when we 
consider the rapid growth of the country’s external and internal traffic, that tax 
legislation has failed to adapt itself completely to the new requirements which 
have arisen because of this speedy growth. American legislative activity, par¬ 
ticularly in the field of taxation, has always been conservative, and it is but a 
natural consequence of the conservative tendency to regard the tax on property 
values as the “measure of justice and equality ” that the old principle has been 
embodied in the railway tax systems of most of the States. 

The system of railroad taxation based on cash valuation of property or of 
property and franchise is rather complex in its administration. As regards 
details, its operations are not identical in any two of the States, but its main 
features are everywhere the same. 1 

In about a third of the States the process of departure from early methods 
took the form of a series of substitutions for, rather than modifications of, the 
general property tax. 

2. Taxes on capitalization.— In a number of States systems based on the vari¬ 
ous forms of capitalization were adopted. Prior to 1880 considerable progress 
had already been made in this direction. 2 In Connecticut, for instance, a tax 
based on valuation of corporate capital and floating and funded indebtedness 
came to be employed; in Maine, one based on market valuation of capital stock 
was adopted, and in New York, one providing railroad taxation in common with 
corporations generally, upon the basis of capital stock according to dividends, 
was established. Since 1880, as regards railroad taxation, but little advance has 
been made in the introduction of these methods into new States. Their most 
significant extension has been in the cases of the various other classes of trans¬ 
portation companies; but these will be mentioned later. 

One of the most serious obstacles to which taxes based on capitalization have 
been exposed in the past has been the restriction which has been put upon the 
taxation of corporate bonded debt by decisions of the United States Supreme 
Court. In 1872 that body decided, in effect, that a State tax on that portion of a 
company’s bonded debt which is held by nonresidents of that State is unconstitu¬ 
tional. 3 It is a well-known fact that the bonded capitalization of the railroads of 
the country is nearly equal in amount to their capital stock, and that, therefore, 
a tax which rests in its immediate incidence merely upon the capital stock of a 
railway corporation, reaches only a portion of the real investment. To this fact 
may probably be traced the origin of an influence which has acted as a deterrent 
to the wider adoption of taxes based on capitalization. 

In a comparatively recent Oregon case, however, the Supreme Court arrived at 
the decision that a tax levied within a State upon a foreign held mortgage, which 
is secured by real estate situated within that State, is constitutional. 4 Should this 
doctrine be held to apply to corporate forms of moitgage indebtedness, a note¬ 
worthy change in the status of the tax on corporate capitalization would be 
effected. Such, at any rate, has been taken to be tho implication of the decision 
by tho committee of the New York legislature of 181)9, which drafted a bill pro¬ 
viding for the taxation of debts and obligations secured by mortgage of real 
estate situated within the State. 5 

3. Taxes on receipts.— Another method of railroad taxation which was formu¬ 
lated in the place of the general property tax, was that of the tax on business 
receipts. Prior to 1880 taxes based on this principle had already been established 
in a number of States. Thus, Michigan, Minnesota, and Wisconsin had gradu¬ 
ated gross receipts taxes. 6 In Pennsylvania, too, a tax on gross receipts, in addi¬ 
tion to the earlier general corporation tax on capital stock, was established; and 


1 For outline of this method, see p. 14. 

2 Numerous precedents had already been set in the taxation of corporations other than railroads. 
For instance, Georgia, in 1805, and Massachusetts, in 1812, passed acts imposing taxes on the capital 
stock of banks. A number of States, too, had already applied tins method in the early taxation of 
railroads. Such was the ease in Kentucky, where, for instance, the Licking and Lexington, the Louis¬ 
ville und Frankfort, and other railroads ineorjamited in 1847 and thereabouts were required by 
charter provision to pay taxes based on their capital stock. Such also was the case in Georgia, as 
we have already seen, as well as in Massachusetts, Maine, Michigan, and other States, where special 
provision was made with a view toward dealing leniently with roads which were In a struggling 
condition. 

a Case of State tax on foreign held bonds (15 Wall., .‘100;. 

* Savings Society v. Multnomah County (109 U.S.,421). 

»Report of joint committee on taxation of the New’ York legislature of 1899, p. 12. 

"Here again precedents had been set in the taxation of corporations other than railroads. Such 
were the early taxes on the premiums of insurance companies (generally gross premiums or gross 
receipts); e. g., the New York tax of 1829, of 10 per cent on the premiums of foreign fire insurance com¬ 
panies, and the similar taxes of 1825 in Vermont, of 1832 in Massachusetts, of 1839 in Maryland and of 
subsequent years in other States. From 1840 to 1880, gross receipts taxes on railways were employed 
in a number of States, but were subsequently abandoned. Sucii were the Alabama tux of 1805 und 
the Iowa taxes of 1808 and 1870. 
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in Delaware and Virginia, net earnings taxes were adopted to supplement the 
existing taxes of those States. Since 1880 the gross receipts tax has been still fur¬ 
ther extended. For example, in 1881 Maine abandoned tnetax on capital for one 
based on gross receipts; in the same year New York supplemented its existing 
system by a gross receipts tax; and in 1882 Vermont, like Maine, provided for a 
tax on gross receipts. But in Vermont, as the fesult of constitutional exigencies, 
this tax has since been made alternative with one based on property valuation. 
The former method, however, still prevails in practice. Since 1880 several other 
States, following the example set by Pennsylvania and New York, have adopted 
gross receipts taxes supplementary to previously existing systems. 

But those cases in wnich taxes on receipts or earnings have been openly intro¬ 
duced into State tax systems, are not the only ones in which these methods are 
applied. In States where the property valuation prevails the State boards whose 
duty it is to determine valuations very often have considerable discretionary 
power. The tax laws which apply in these cases frequently provide that the assess¬ 
ment boards shall value railroad property with a due regard to its earning capacity. 
In such instances, the possibility of arriving at a valuation which will bear an 
approximately constant relation to earning capacity, though only infrequently 
realized, still exists. And still further, in those States where the franchise is val¬ 
ued in addition to property, both earnings and capital are often considered in arriv¬ 
ing at a valuation. The application and extension of methods such as these are 
to be regarded as at least an indication of a drift of sentiment toward tax meth¬ 
ods based on railway earning capacity. That clause in the constitution of North 
Dakota which explicitly recognizes the tax on gross receipts as one suited to rail¬ 
way taxation must also be regarded as indicative of possibilities in this connection. 

The stand which has been taken by the Supreme Court of the United States in 
the matter of the taxation of receipts from interstate traffic, however, has prob¬ 
ably placed a serious impediment in the way of a much wider extension of the 
railway gross receipts tax than at present exists. In a series of litigations, the 
Supreme Court held that a State tax on gross receipts resulting from interstate 
traffic, except when levied as a franchise tax, is an interference with interstate 
commerce, and is therefore unconstitutional. 1 

Owing largely to the influence of these decisions, as well as to causes of a local 
nature, there appears to have set in within the past five years a tendency away from 
the gross receipts tax in two States which have in the past been its main strong¬ 
holds. In Wisconsin, and to a greater degree in Michigan, the existing systems 
have been subject to opposition. 

In the case of Wisconsin, the feeling in the matter is well voiced in the report 
of the Wisconsin tax commission of 1898. They say: 

“Most of the forms of tangible property are already taxed in full proportion 
to their value. In the case of banks, manufacturing, and trading corporations, 
corporate property appears to be as highly taxed as that of private individuals; 
but we do not think tnat this is true of any class of corporations taxed on the 
basis of earnings or on the mileage basis.”' 1 

There is at least a single reason why taxes on earnings are apt to be at a rela¬ 
tively lower rate as measured by property than direct property taxes. Under the 
general property tax, as it is commonly administered, assessed valuations are 
generally only fractions (varying often from one-half to three-fourths) of the 
true value of the properties subject to assessment. Upon the surface of things, 
therefore, the rate of tax on property appears relatively higher than it really is. 

In Michigan the agitation against the existing tax on gross receipts has been 
very spirited. 8 In 1897, and again in 1898, the railroad commissioner of the State 
in his reports arraigned the State system as unjust and ineffective; he recom¬ 
mended m its stead the adoption of a tax based on property valuation. The 
governor of the State and other prominent men have been untiring in their 
efforts to bring about such a change. As a result during the legislative session 
of 1897, the “Atkinson bill ” was introduced. It failed to pass at that session, 
and was made the issue for a special session. After various experiences it was 
passed by the legislature of 1899. This bill, which was largely modeled after the 
Indiana law, provided for a railway-tax system based on cash valuation of prop¬ 
erty and franchise, upon general lines similar to those which characterize that 
system wherever it prevails. The law, however, was very short lived; for not 
long afterward the supreme court of the State in two test cases 4 declared it 
unconstitutional. 


'Compare Fargo v. Michigan (121U. 8., 230), and Philadelphia and Southern Steamship Company 
(122 U. 8., 826), with Maine v. Grand Trunk Railway Company, 142 U. 8., 217. 

• Report of Wisconsin Tax Commission of 1898, p. 157. 

| g QQ n 

• 78 Northwest Reporter, 126. 
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How much this agitation is the result of merely transitory political influences, 
and how far it is the outcome of strictly economic causes, it would be difficult to 
determine. Whatever may bo the verdict on that question, it is evident that the 
political struggle against the existing system has not yet spent its force; and in 
view of the fact that the people of the State, in the fall election of 1900, voted in 
fayor of a constitutional amendment rendering property taxation' possible, it 
ought not to be a matter of surprise if a measure substantially the same as the 
Atkinson bill were yet to find its way into the statute books of Michigan. 

The experience or Maryland has been quite the opposite of that in Michigan 
and Wisconsin; for under the law of 1896 the gross-receipts tax on railroads was 
noticeably expanded. 

4. Apportionment of taxes between States.— In connection with the taxation 
of transportation companies upon all of the bases which have been mentioned 
above, there has been rapidly spreading an administrative device for the prorating, 
according to mileage, or taxable elements of an interstate character. In the case 
of the tax on cash valuation of property the necessity for the adoption of this 
plan arises, of course, only in tho taxation of rolling stock. The plan generally 
followed in such cases is to tax rolling stock upon that portion of its value which 
is represented by the proportion of mileage traversed within a State to the total 
mileage covered. 

Under the tax on capital, in the case of foreign corporations, the legal renuire- 
ment that only such portion of the capital stock of any company as is employed 
within a State shall be taxed by that State has resulted in the general adoption 
of the plan. The taxation of sleeping-car companies in Pennsylvania furnishes a 
good example of this practice. In that State tne capital stock of every such com¬ 
pany is assessed by a State official, taking as the basis of assessment such propor¬ 
tion of the capital stock as the number of miles of railroad over which the cars 
of the company are run in Pennsylvania bears to the mileage in that and other 
States over which its cars are run. The legality of this method has been repeat¬ 
edly affirmed by the United States courts. 1 In the case of domestic corporations, 
although the practice of prorating is not necessitated by legal decisions, recogni¬ 
tion of the practical justice attainable under the method has led to its general 
adoption. 

Under the gross receipts tax, so far as concerns foreign corporations, any attempt 
by a State to tax receipts other than those resulting from purely intrastate traffic 
encounters a direct prohibition in the decision or the United States Supreme 
Court. In the case of domestic/ corporations the right of any State to measure 
the value of a franchise which it has granted by total receipts, even including 
those from intersuite traffic, has been upheld by the courts. 5 But the plan gen¬ 
erally followed in such a case has been that of taxing only a mileage proportion 
of the gross receipts. Such, for example, is the method followed in Maine, where 
receipts from business of an interstate character are prorated according to the 
ratio which mileage traversed in doing business within the State bears to total 
mileage covered both within and outside of the State. 

There appear to be no cases where companies doing an interstate business are 
taxed on their entire gross receipts. Where the prorating method is not expressly 
provided for statutes usually declare that the tax shall apply to “ receipts from 
business done within this State.” In practice there appear to be two ways of 
carrying this out, either by taxing all companies (both foreign and domestic) upon 
their receipts from business done wholly within the State, or by taxing all com¬ 
panies by the prorating method, foreign companies not caring to appeal to the 
courts to avoid the resulting addition to their taxes. 

D. MISCELLANEOUS TRANSPORTATION AND TRANSMISSION 
COMPANIES. 

One of the practices which is constantly becoming more and more prominent in 
the enacting of State tax laws is that of making specific provision for the taxa¬ 
tion of transportation and transmission companies other than railways. Of recent 
years this has been particularly the case with those companies which do a busi¬ 
ness upon the various railway lines of the country, complementary and subsidiary 
to the railway business.- In legislating for the taxation of these companies the 
States have very noticeably avoided the property tax. It appears to nave been 
quite generally recognized that a tax on the mere value of the property of these 
companies would be entirely ineffective in reaching their true taxable capacity. 
That this .evil does actually arise under the property tax is amply affirmed in the 
experience of those States which still cling to that tax. But changes are con- 


1 See Pullman Car Company v. Pennsylvania (HI U. S., 18). 

*State tax on railway gross receipts (15 Wall., 284); Maine r. (Jraml Trunk R. R. Co. (142 U.8^217). 
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stantly being effected, and the general practice of recent years has been mani¬ 
festly pointing to the abandonment of old methods and tending toward the 
adoption of others, which have already proved tolerably efficient in a number of 
the States. 

1. Express companies—In the case of express companies the need for spe¬ 
cific tax provision has been very marked. Under the local general property tax 
these companies have almost entirely escaped taxation. The attorney-general of 
Montana not long ago made a statement bearing on this point, which is typical 
of the operation of this method wherever it is employed. He says: 

“ Take, for instance, one of the principal express companies operating in this 
State (Montana); in one county it undoubtedly does a business of several hun¬ 
dred thousand dollars, and the property owned by it in the county subject to 
taxation will not aggregate in value $5,000. The system now prevalent, which 
ignores the franchise and simply assesses the tangible property, is practically a 
farce.” 

Many States have sought to remedy this state of things by specific legislation 
on the subject, and in most cases where this has been done the gross receipts 
tax has been adopted. Of quite recent years, however, the legislative trend 
appears to be toward a form of tax based on capital stock. Indiana adopted snch 
a tax in 1893; Wisconsin pursued a similar plan in 1899, and Iowa in 1900. Ohio 
several years ago changed over from a gross receipts tax to one nominally based 
on cash valuation of property, but in reality fixed very largely on the basis of net 
earnings. The practical difficulty of making adequate provision for the taxation 
of these companies, at least in the light of various legislative efforts in the matter, 
is not a slight one. It will be interesting to note the experience of Texas, which 
is not far from typical in this respect. 

The first law in that State upon the subject, enacted in 1879, in line with South¬ 
ern tendencies, provided for a specific annual tax of $700, to be paid by every 
company doing business within the State. In 1882 the amount of the tax was 
reduced to $500. This law continued in force tor seven years, when the amount 
of the tax was raised to $1,000. This act was, in turn, repealed in 1895, when the 
present law, taxing these companies on the basis of their gross receipts, was 
enacted. The workings of this law appear thus far to have been attended with 
satisfactory results. 

2. Palace-car companies.—The taxation of sleeping, palace, and dining car 
companies has claimed considerable attention during tho past twenty years. In 
a number of States taxes based on cash valuation of roiling stock have been 
adopted. But in the majority of cases where tho taxation of these companies has 
been the subject of legislation the gross receipts tax has been adopted. The tax 
on capital has also gained ground, as is shown by the enactment of the Indiana 
law of 1893 and the Wisconsin law of 1899. The experience of Texas in this 
matter, as in the case of express companies, is an interesting one. The first law 
on the subject, passed in April, 1879, provided for an annual tax of $2 per mile 
of road in the State over which cars were hauled. Three months later the sys¬ 
tem was changed to one of a tax ot one-half of one per cent on the value of cars 
used in the State. In 1881 this law was repealed, and the law levying $2 per 
mile was reenacted. A year later the tax was reduced to 50 cents per mile. 
All of these laws having proved unsatisfactory the present law was passed in 
1893. This, with the supplementary law of 1897, provides for a tax of one-fourth 
of one per cent on the annual value of the gross receipts of the companies con¬ 
cerned, in addition to a tax of 25 cents on each one hundred dollars’ valuation of 
the capital stock employed within the State. 

3. Past-freight lines.—The problem of the taxation of fast freight and car lines 
has of recent years received a considerable share of attention. In the framing of 
laws for their taxation the tax on capital appears to have been the prevailing 
model. Such was the case with the Wisconsin law of 1899, as well as with the 
law passed in Minnesota in 1897, where all other transportation companies are 
taxed on the basis of gross receipts. 

4. Summary.—Upon the whole, the most marked tendency to be noted of recent 
years in the legislation for the taxation of express companies, sleeping-car com¬ 
panies, and freight-line companies has been one which points to the increasing 
adoption of taxes on capital. The Maryland law of 1893, which already had note¬ 
worthy precedents in tne general corporation tax systems oi Pennsylvania and 
New York, appears to have set an example which has been followed quite widely 
in the States northwest of the Ohio River. The gross receipts tax, largely as the 
outcome of the intervention of the Federal judiciary, has of late been but little 
adopted. 
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Tho most notable practice among the States in the taxation of telegraph 
companies has been that of taxing them on a valuation of telegraph lines, 
determined on the principle of a fixed sum per mile of wire. This plan and that 
of the tax on gross receipts constitute the two methods which prevail in the 
majority of the States. With telegraph companies, as with railroads, the deci¬ 
sions of the United States Supreme Court have been unfavorable to the taxation 
of interstate receipts.' 

Legislation for the taxation of telephone companies has been upon much the 
same lines as with telegraph companies, except that not infrequently as regards 
the former, instead of the method of levy at a specific sum per mile of wire, the 
plan of a fixed tax per instrument in use has been followed. 1 In a number of 
States, moreover, telephone companies have been made subject to taxes on gross 
receipts, where telegraph companies have been taxed on some other basis. s This 
has been due, at least in part, to the fact that the telephone business is still mainly 
of a local character, with the result that a tax on the gross receipts of a telephone 
company, which are predominantly of an intrastate character, does not, as in the 
case of telegraph companies, encounter the limitations which have been imposed 
by Federal court decision. 


E. OTHER EXPANDING PRACTICES. 


1. Taxation of foreign corporations.—There yet remain to be noted several 
changes in the practice of taxing transportation companies, which are coming 
more and more to characterize the taxation of corporations generally. Chief of 
these is the growing practice of treating domestic and foreign corporations upon 
the same general footing. This has come to be the case almost universally with 
the tax on cash valuation of property. In tho case of the tax on capital, State 
policy and practice are tending in the same direction; and even where the gross 
receipts tax prevails, although exceptions in practice still exist, State authorities 
are more and more striving to conform to this rule. The State courts are being 
instrumental in bringing about the same result. For example, in New Jersey 
the supreme court has decided that it is not competent for the State to lay a tax 
upon a foreign corporation in a mode which differs in principle from that which 
it applies to tho taxation of its own corporations. 4 In California it has been held 
by the court that in case a corporation does an interstate business, such that the 
State has no power to keep it out, the assumption is that the State must apply to 
it the same principle of taxation as is applied to domestic corporations. 5 Further, 
the Louisiana constitution of 1898 provides that foreign corporations may be 
taxed in a different mode from domestic corporations, hut that the principle 
which is applied must bo the same in both cases. 

With regard to those laws which have been enacted in many States, under a 
variety of names, for the levying of a fee upon corporate charters, similar facts 
are to bo noted. In New York, for instance, according to the decision of the 
courts, the State tax on organization applies to foreign corporations beginning to 
do business within a State, as well as to those of domestic origin. The Vermont 
laws of 1890 and 1894 make provision to the same effect, as do, also, the more 
recent laws of Texas and Washington. 

2 . Taxes on incorporation.—Another practice which is of growing signifi¬ 
cance is that of levying taxes upon the incorporation and organization of corpo¬ 
rations and joint-stock companies. Fifty years ago legislation of this character 
was far from general. At present laws of this type are to be found in nearly 
two-thirds of the States. The same, in the main, holds with regard to the levy¬ 
ing of many of the so-called ‘ ‘ license taxes ” on corporations, and also, since 1878, 
with respect to the introduction of the franchise feature into the systems of many 
States. 

3. Taxes on securities.—Finally, that change of attitude which is resulting in 
the abandoning of the tax on security holders must be noted. Not many years 
have passed since the practice of attempting to collect a tax from the holders of 
corporate securities was almost universal. Of recent years, particularly in the 
caso of railroad securities, a large proportion of the States have given np the 
•attempt, and, instead, have sought to tax the corporations directly to the full 


Telegraph Company v. Texas (105 U. 8., 460), and Raiterman v. Western Union Telegraph Com- 
pany (127 U.S.,411). 

*e.g.,Connecticut, Mississippi (according to number of subscribers), and Tennessee. 

»e.g.,in Alabama, Kentucky, North Carolina, Vermont, and Wisconsin. 


•Erie Railway Company v. State (31N. J.,581, 643;. 
d San Francisco v. Liverpool Insurance Company (7 


(74 Cal., 113). 
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extent of their apparent taxable capacity. The laws of California and of Arizona, 
for Instance, have gone so far as to forbid explicitly the taxation of both corpo¬ 
ration and security holder, the law in the latter State asserting that “shares of 
stock in a corporation possess no intrinsic value over and above the actual value 
of the property of the corporation for which they stand.” The increasing prev¬ 
alence of this attitude, in addition to the fact of the practical impossibility of 
collecting a tax from the holders of securities, are both indicative of the aban¬ 
donment of the practice. 


Chapter II. 

ANALYSIS OF PRESENT METHODS OF TAXING TRANSPORTATION 
COMPANIES. 

State practice in taxing transportation companies is a varied one. There seem, 
however, to be three principles upon which the different State systems have been 
based—the property-tax principle, the income-tax principle, and the fee principle. 

The essence of the property-tax principle is that all property shall be taxed at 
its true cash value—i. e., the price it would bring upon sale in the open market. 
The essence of the income-tax principle is that taxes shall lie levied in proportion 
to income. Both property and income taxes are compulsory payments for the 
support of Government, and with both the aim is to adapt, as far as possible, 
the amount of levy to the taxable capacity of the various taxable subjects. The 
fee principle is different. The fee is a payment for benefit received. It may or 
may not bear a constant relation to taxable ability, and it may be either recurring 
in its levy or levied once for all. It may equal the full amount of benefit received 
or it may be less than the amount of benefit. 

A. THE PROPERTY-TAX PRINCIPLE. 

The property-tax principle underlies the systems of most of the States. It is 
embodied in two distinct forms. The predominant type is found in the property 
tax pure and simple, where direct assessment of property, as in the case of indi¬ 
viduals, is the rule. Less prevalent, but no less significant, is the form exempli¬ 
fied in the various taxes on capitalization, based on indirect or inferred valuations 
of corporate property. 

X. The property tax—This is the most common method of taxing transportation 
companies. In a few cases it is subject to purely local administration, but in 
most of the States valuations are made by State boards or officials. The work¬ 
ings of the latter method, though not in detail identical in any two of the States, 
coincide in some such general characteristics as the following: Certain designated 
officials of the various railroad companies are required to return sworn statements 
or schedules to State officials, setting forth in detail the length of line with all its 
tracks, and the proportion thereof m each tax district of the State, all personal 
property of every kind, all rolling stock, and often a detailed description of the 
construction of track and roadbed, the time spent in that construction, and the 
value of materials employed. There is also required a full statement of all real 
eBtate owned or used in each tax district; of all stations, houses, or other build¬ 
ings, and all equipment connected therewith; of the amount of capital stock, 
including its market value, or if there is no market value, the actual value of the 
shares, in some cases including a list of the shareholders and their places of resi¬ 
dence, in addition to a statement of the total amount of all indebtedness, gener¬ 
ally excluding current expenses. In some States the schedule must contain a 
statement of the respective companies' entire gross receipts, entire operating 
expenses, and entire net earnings, with a supplementary statement of the amount 
of such receipts, expenses, and earnings resulting from business done exclusively 
within the State. Neglect to furnish these sworn schedules is generally attended 
with heavy penalties, and false statements are punishable as perjury. Further¬ 
more, in many cases, the State officials, to whom these reports are made, are 
empowered to require additional statements when necessary, and even, as pro¬ 
vided in a number of States, to summon witnesses, to examine them under oath, 
and to compel the production of corporation books and papers. The work of 
assessment on the basis of these returns is generally intrusted to a specially con- 
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board ’>, wh ?“ the valuation is determined and in most cases* 
of P *h?+?v d T?, ng ? 6 Io f al . ta / lng dlatnct8 for the computation and collection 
^Lo^iw i ® a,lroad /eat estate not directly employed in traffic operations is 
generally both assessed and taxed by local officials. 

The chief advantages of this general method may be summed up as follows: The 
duties of assessment are in the main perfonned by experienced and competent 
officials, thus minimizing the liability to unequal assessments, as between local¬ 
ities and between companies, under a property tax; the popular demand that 
corporations be taxed upon the same basis as individuals is realized; the method 
is m accord with both State and Federal constitutional provisions, besides being 
both reasonably productive and constant in its yield from year to year. 

The reports of special State tax commissions in the main say little about the 
property tax except by way of condemnation, upon both practical and theoretical 
grounds; but the general attitude of State administrations and legislators toward 
the possibility of devising better methods appears to be much the same as that of 
the controller of Flonda, when he says: 

The law provides for a uniform and equal rate of taxation, and that all prop¬ 
erty shall be assessed at its * full cash value,’ but it seems to be almost impossible 
to devise laws however plain and explicit, that will result in an equal distribu¬ 
tion of the burdens of government according to the value of the property owned 
and the ability of the person taxed to meet the obligation* 

The chief defects of the method may be summed up by saying that it is cum¬ 
bersome in its administration and not proportional to the earning power of the 
different companies taxed. The latter is its main failing. To illustrate: In Illi¬ 
nois, where the system of valuation is as exacting in its provisions and probably 
as thorough in its execution as in any other State, equality in distribution has not 
been reached. The following table * will verify this statement: 


Chicago and Alton. 

Chicago, Burlington and Quincy... 

Rock Island and Peoria. 

Lake Shore and Michigan Southern 
St. Louis, Indiana and Eastern. 


Assessed 

valuation. 

Net earn¬ 
ings. 

Ratio of 
net earn¬ 
ings to 
assessed 
valuation. 

Index 

number. 

85,511,641 

86,022,315 

Per cent. 
109.27 

98.4 

7,865,988 

8,724,997 

110.92 

100.0 

893,752 

669,068 

74.86 

67.5 

660, 706 

461,630 

65,583 

69.87 

62,9 

101,707 

64.48 

68. i 


It iB interesting to note that with the above roads, which have been chosen indis¬ 
criminately, the tax varied inversely with the amount of earnings. Further 
investigation along the same line developed the fact that, though exceptions are 
too important to establish a general rule, the general trend was in this direction. 

Similar facts are to be noted in Kansas, although in that State, owing largely 
to more fluctuating business conditions, the property tax approaches even less 
than in Illinois the attainment of equality. A few instances are given in the fol¬ 
lowing table:’ 


Railroad. 

Amount 1 
of taxes. 

, 

Nel earn¬ 
ings. 

Ratio of 
net earn¬ 
ings to 
taxes. 

Index 

number. 


8645,113 

277,566 

83,958,008 

1,683,540 

Per cent. 

73.8 


riv 



82.1 

76.6 

100.0 

12.8 


88,125 

46,263 

77,265 

564,578 

878,606 

82,395 



rrl 


107 




1 Report of the controller of Florida for 1898, p. 10. 

3 Figures are for the year ending June 30 1898, and are compiled in the case of Illinois from the 
reports of the Illinois btate board of equalization, and of the railroad and warehouse commission for 
1898; and in the case of Kansas from the reports of the State auditor and of the State board of railroad 
commissioners for 1898. Net earnings here, as elsewhere, are taken to represent gross receipts less 
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•* “The following table shows the percentage of taxes paid in Ohio to net income 
arising in Ohio in the year 1892 by a number of railway companies which are 
believed to be representative ones: 1 


Lake Shore and Michigan Southern Railway Company 


uiCTuauu, uummuuB, viuviuiiau mm on. nuuio ........ iu. IU 

Pennsylvania System. 6.90 

The Valley Railway. 8.83 

Cleveland and Canton. 7.05 

Cleveland, Lorain and Wheeling. 6.39 

Cleveland and Pittsburgh. MX 

Toledo and Ohio Central. 0.51 

Columbus, Hocking Valley and Toledo. 5 .16 

Cleveland and Marietta. 8.25 

Cincinnati, Portsmouth and Virginia. 17.94 

Baltimore and Ohio Southwestern. 6.57 

New York,Chicago,and St. Louis. 11.99 

Wheeling and Lake Erie. 7.99 

Cincinnati, Hamilton and Payton.,. 9.36 


Over periods of time the property tax is likewise ineffective as a measure of tax- 
paying capacity. It is inelastic in that it fails to adapt itself even to measurably 
permanent changes in the profitableness of the railway business. The Ohio tax 
commission of 1893 in its report brings out certain facts which bear directly on 
this point: 9 

“ The valuation of the Lake Shore and Michigan Southern Railroad Company 
in the year 1878 was $12,996,609; in the year 1892 it was $12,457,745. In the year 
1878 the gross earnings of the whole Lake Shore System were $13,505,159, whereas 
in the year 1892 the gross earnings were $22,415,382 and the net earnings were 
$6,612,192, as against $5,493,165 in 1878. 

“ The comparison for the same respective years of the valuations of the Cleve¬ 
land and Pittsburgh Railway Company is equally striking. In 1878 the whole val¬ 
uation was $5,731,000; in 1892 it was $4,495,000. On the other hand, the company 
did 50 per cent more business in 1892 than in 1878, its gross receipts being $2,272,166 
in 1878 and $3,429,278 in 1892. 

“ The Pittsburgh, Fort Wayne and Chicago Railway Company was assossed in 
Ohio in 1878 at $10,732,001, and in 1892 at $10,525,948, while the gross receipts in 
1878 were $7,830,000 and $11,659,142 in 1892.” 

These illustrations have been chosen in instances where identity in point of 
mileage of line from 1878 to 1892 was substantially preserved. The year 1878 was 
selected because it differed in point of valuation in no material way from other 
years of that period. The real value of the property of these lines, if determined 
on the basis of earnings, undoubtedly increased during this period; and had 
account of this increase been taken the valuation would unquestionably have 
more nearly approximated a constant relation to earnings. Other States show 
results fully as bad. 

In the administration of the tax on the cash valuation of property the method 
of arriving at a valuation by capitalizing earnings at a certain percentage must 
not be confused with the property-valuation method. Such a method practically 
amounts to a tax on earnings, and in its effect avoids some of the objectionable 
features of the property tax. Such a method has already been followed in New 
York and has been pronounced legal by the courts of that State. In Ohio it has 
had a limited application, and in a few other States it is occasionally employed in 
measuring the value of franchises for taxation, but instances are so isolated as to 
be of but slight importance. 

The general property tax as locally administered is peculiarly liable to facility 
of evawon and lack of uniformity in its operation. Tne latter failing is typically 
illustrated by an instance cited in the report of the New York railway tax com¬ 
mission of 1879, where it is stated that in two adjoining counties of the State 
(New York) the valuation of the same railroad, as determined by the assessors 
of the two counties, varied $24,000 per mile. Other counties varied as much as 
$20,000 per mile. 

2. Taxes on capitalization.—(a) Tax on capital stock at par— This tax is.of 
slight significance from the standpoint either of present or of probable future 
State practice. 

(b) Tax on capital stock at actual or market value, and on capital stock plus 
bonded debt.—In those States where these methods have been followed results 
have been reasonably satisfactory. 

The Massachusetts tax commission of 1897, commenting on the system of that 
State, remarks that “little complaint is heard regarding those taxes—a signal 


1 Report of the Ohio tax commission of 1898, p. 68. 
* Ibid, p. 62, 


















TAXATION OF TRANSPORTATION COMPANIES. 


1021 


proof that the taxpayers accommodate themselves, if not with ease, at least with- 
out serious complaint, to burdens which are steady, regular, predictable, and for 
fairs’ in consequence, they are able to make calculations and adjust their 

The corporation taxis particularly simple, and is assessed with unerring exact- 
ness in the case of large and well-known corporations, whose shares are regularly 
dealt in, and consequently have a publicly recorded value. Railways, banks, the 
larger manufacturing corporations, and others whose stocks are frequently 
quoted, are taxed without a word of inquiry and without a possibility of escape.” 1 * 

Moreover the tax is economical in its administration ana tolerably constant in 
!ts yield. Applied to railroads, the Massachusetts tax, like the corporation taxes 
^^cnnsylvania and New York, has fairly well kept pace with increasing railway 

In soine cases State law requires that capital stock shall be valned at its actual 
value. This is the law in Pennsylvania as well as in New York. Actual value 
must be distinguished from market value, although in practice the two are likely 
to be tho same where markot values are easily ascertainable. The New York 
courts have emphasized the importance of observing the distinction. Judge Com¬ 
stock says: 

‘ ‘ There is no property so liable to speculation as stock in corporations. * * * 
Stocks may be and frequently are inflated or depressed by those who wish to sell 
or buy. They are subject, moreover, to all the vicissitudes of tho money market. 

* Actual value is the result to lie arrived at, for such are the words of the 
statute, and the inquiry, therefore, must have a primary regard to the property 
and estate which alone impart such value.” 5 6 

Where, as in Pennsylvania, bonded debt is taxed, difficulties arise because 
of the restriction of the tax to resident bondholders. 3 The extent of the injustice 
arising from this cause may be inferred from the following table 4 , prepared by 
the Committee on Railroad Taxation of the Pennsylvania Tax Conference. 

Bonds and stocks of certain railroads of Pennsylvania and the amount of bonds 
held in Pennsylvania. 


I 

o' 

j£ 

1 

Amount held 
in Pcnnsyl- j 
vania. 

Appraised 
value of 
Btock. 

Per cent of 
railroad in 
Pennsyl¬ 
vania. 

( 1 ) 

8450,000 

8116,000 

8450,000 

All. 

(2) 

352,000 

63,000 

1,400,000 

All. 

(3) 

72,800 

2,700 

383 

All. 

4 

230,000 


384 

All. 

(6) 

240,000 

8,000 

48,000 

All. 

« 

2,900,000 


127,000 

0.50 

m 

2, '280,000 

2,100,000 

2,900,000 

All. 

8 

200,000 

200.000 , 

80,000 

All. 

(9) 

1,800,000 

1,800,000 

600,000 

All. 

(10 

275,000 




(11) 

3.400,000 

6,000 

2,000,000 

All. 


“A moment’s inspection of the above table—and a great many more examples 
might have been given—will show that it-is impossible that the system of taxing 
railroads in Pennsylvania could act equitably as between these roads. Take the 
fourth example: This is a road with $230,000 of bonds, not one of which is held 
in the State, and capital stock of the appraised value of $384. The State taxes 
on this road outside of the tax on gross earnings were, in 1893, 5 mills on $884, or 
$1.92. The eighth road does not differ much in its character from the fourth, and 
is worth about the same. This road has $200,000 of bonds, all held in the State, 
and $80,000 capital stock. Its State taxes ontside of the tax on gross earnings 
were $1,200. The last road but one paid no State taxes on capital stock or bonds, 
as all of its bonds were held by nonresidents and its stock was worthless. The 
road with $2,900,000 of bonds, 50 per cent of whose mileage is in the State, would 
pay nothing on bonds and the capital-stock tax on but $62,350. This is certainly 
not equitable taxation.” 5 


i Report of Massachusetts tax commission of 1897, p. f>9. 

* People ii. Commiasioners of Taxes and Assessments (23 N. Y.,192). 

* Railroad company v. Pennsylvania (15 Wall., 800). 

4 This is a portion of a table on p. 16 of the Report of the Committceon Railroad Taxation Pennsvl- 

vania Tax Conference. ' 

6 Report of Committee on Railroad Taxation, Tax Conference of Pennsylvania Interests, p. 16, 
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Compared with other classes of property in the State, the Committee on Railroad 
Taxation concluded that in 1892 the railroads paid less and in 1898 fully as much 
as other property. The general opinion of the committee as regards railway tax¬ 
ation in the State was as follows: 

“ There are glaring inequalities in the taxation of Pennsylvania railroads, some 
paying on a fair valuation very much more than the average, others less. * * * 
This inequality grows out of the complex system of taxation of railroads in vogue 
in Pennsylvania.” 1 

The Connecticut system, levying a tax on capital stock and total indebtedness, 
as a “ tax on property,” avoids the difficulty which arises in taxing nonresident 
bondholders. The tax conference of Pennsylvania interests proposed a bill on 
the lines of the Connecticut system as a substitute for the present Pennsylvania 
system. The auditor’s department has since looked into the effect of such a move 
upon the taxation of corporations from the standpoint of productivity. A sum¬ 
mary of the results of that investigation, so far as it applied to railroad taxation 
(187 railroads reporting), is as follows: 



Taxes under present law. 


| Increase. 

Year. 

On stocks. 

On loans. 

Total. 

conference 

bill. 


1895 . 

81,122,858 ■ 

9170,009 ! S3#2,772 

81,975,669 

82,097,238 

8121,569 

1896 . 

1,037,490 

441,617 | 339,756 

1,818,763 

1,867,229 

48,466 


The decision of the United States Supremo Court in the Multnomah County 
case must not be forgotten as suggesting possibilities in the way of greater uni¬ 
formity in the State taxation of corporate bonded debt. 

In New York the join committee on taxation, reporting a bill on January 15, 
1900, for the taxation of mortgage debts, mado the following statement in this 
connection: 

“ Can corporate bonds and other mortgage debts, when owned by nonresidents, 
be taxed by this State? The owners are beyond our territorial jurisdiction, and 
of course no personal liability for a tax can bo imposed upon them. But the debts 
themselves are within our power if we can reach the debtor or the security. This 
is shown by the familiar practice of attaching or garnisheeing debts owed to resi¬ 
dents of other States or countries in judicial proceedings. The Supreme Court of 
the United States has held that an attachment in Iowa of a debt owed by a citizen 
of Iowa to a citizen of Kansas was valid (although personal jurisdiction of the 
Kansas person was not obtained) , and that payment of the debt under the order 
of the Iowa court was made binding by the Constitution of the United States upon 
the courts of Kansas. (Chicago, etc., Railway Co. v, Sturm, 174 U.S., 710.) It 
is said that the situs of intangible property is at the domicile of the owner, and 
for some purposes the statement is correct. The rule, however, belongs to the 
common law. It does not possess constitutional authority. The legislature is 
competent to change it. The Supreme Court of the United States has sustained 
against nonresidents a statute of Oregon imposing taxes on mortgages. (Savings 
Society v. Multnomah County, 169 U.S., p, 421.) 

B. THE INCOME TAX PRINCIPLE. 

The income tax principle lies at the bottom of the transportation tax systems of 
a number of the States, where various taxes on receipts and earnings have been 
established. 

1. Tax on gross receipts:—This is the tax on transportation companies recom¬ 
mended by the railway tax committee in 1880, as well as by the Maryland tax 
commission of 1896 and the Maine tax commission of 1889. The New York com¬ 
mittee remarks that “the requisite of a correct system of railroad, as of other 
taxation, is that it Bhould,in so far as it is possible, be simple, fixed, proportionate, 
easily ascertainable, and susceptible of ready levy.” The committee recommends 
the tax on gross receipts as “perfectly simple, * * * thoroughly propor¬ 
tionate, * * * and can by no possibility be evaded.” A little farther on in 
the report the systems of Michigan and Wisconsin were characterized as “most 
intelligent and in conformity with correct principles.” The Maine tax commis¬ 
sion likewise recommends the taxon gross receipts as a method “doubtless as 


I ibid, p. IS. 

* Report of tbp Joint Committee on Taxation, N. Y. legislature of 1900, p. 12. 
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fair as any, for by that method the levy is graduated to the amount of business 
the i;oad is doing.” 

Th6 report of the Maryland tax commission of 1886 concerned itself largely with 
railroad taxation. The commission recommended a graded license fee on gross 
earmngs. In a supplementary minority report the following remarks were made: 

“ The plan recommended by the other members of the commission is, perhaps, 
as good as any, which is in entire harmony with our existing system of taxation, 
and deserves the careful consideration of the legislature. If it is decided, how- 
ever, to inaugurate a new system, experience points to the Wisconsin method as 
preferable. The roads are thereby exempt from local taxation, and a license fee 
for the operation is charged, varying according to the gross earnings per mile. 
The license fees are expected to defray the entire expenses of the State govern¬ 
ment, and this plan is being followed elsewhere and everywhere with the same 
satisfactory results. It is simpler than the assessment by local authorities as 
well as State authorities, and the railroads are almost too powerful to be handled 
by the local authorities, who are likely to be worsted in their contests with vast 
corporations.” 

But, of recent years the opposition which has developed in Michigan and Wis¬ 
consin against their systems of gross receipts taxation has been considerable. 
This agitation, to which we referred above, has arisen largely out of a compari¬ 
son of the results of the gross receipts tax in those States with the apparently 
more successful results of the method of cash valuation in several adjoining 
States. 

A quotation from the message of the governor of Michigan to the fortieth 
legislature of the State well presents the attitude of the opposition in Michigan: 

“ The method is unjust. The tax upon earnings or income operates in favor of 
the railroad companies. When the times are hard and the earnings smaller, the 
tax is less. In the meantime the State’s burdens are no less, and may, perhaps, 
have increased, and the relief accorded to the railroad companies during these 
hard times and depression must be borne by the property owners generally. 
Thus, during times of depression, when the people are less able to pay, their bur¬ 
dens are increased, and just to the extent that the railroad companies’ burdens 
are diminished. 

“ What would be the result if the State attempted to collect the entire burden 
of a tax upon earnings or income? How much would the farmer or merchant 
have contributed from 1898 to 1897? The result would have been that the State 
would have received but little, if any, income and would have been bankrupt and 
unable to meet its obligations.” 

The report of the Michigan railroad commissioner for 1897 states the same posi¬ 
tion a little differently: 1 

“ It is apparent that the present system of taxing railroads is unjust. 

“ First. Because it is inequitable as compared with the tax upon other property 
and because it is unjust to tax one kind of property upon its earning capacity and 
refuse the same privilege to other property. 

“Second. Because the State, under the present law, is powerless to determine 
whether the earnings reported by the companies are accurate or not, the whole 
machinery for determining or reporting the same being practically within the 
control of the railroad companies. 

“Third. Because a partial control thereof by the State is inadequate to pro¬ 
tect it. 

“Fourth. Because the system as applied to roads doing an interstate business is 
a usurpation of the power of Congress to regulate commerce between the States, 
and to that extent is void.” 

The Wisconsin tax commission of 1898 had the following to say about the sys¬ 
tem of that State:* 

“Our work has led us to the conclusion that all the corporations which are 
taxed on the basis of earnings or on a mileage basis pay relatively less taxes than 
other persons and less than they would pay on the basis of value. * * * (But) 
we are now prepared either to recommend that the system of taxation be changed 
to the method of assessment by a State board or the specific rates of taxation 
which should be fixed if the present method should be continued. * * * 

“ We recommend that if tho present mode of taxing railroads be continued a 
new and closer classification of rates be fixed for the purpose of preventing the 
inequalities which arise under the system now in force (as well as) that the pres¬ 
ent plan of taxing railroads on the basis^of mileage be discontinued.” 


. 1 Report of the Railroad Commissioner of Michigan for 1897, p. xli. 
’ - Report of the Wisconsin Tax Commission of 1898, p. 188. 
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The systems of both Michigan and Wisconsin provide for taxes graduated 
according to receipts per mile of line. That this method results in many inequali¬ 
ties will be seen from the following extract from the report of the Wisconsin tax 
commission of 1898: 1 

“So long as the system of taxing on the basis of gross earnings exists it is 
evident that careful attention should be given to the subject of classification. 

“ There are several instances which illustrate that the existing classification 
sometimes leads to singular results which would seem to call for some correc¬ 
tion. 

“The taxes paid by the Green Bay and Western Railroad in 1897 were $3,745, 
and its gross earnings were reported at $442,319, or $1,965.86 per mile. Under the 
existing law, if the road had earned $35 more per mile it would have paid a tax 
of $13,500 instead of $3,745. That is, a difference of less than $8,000 of gross earn¬ 
ings by this road made a difference in its taxes of nearly $10,000. 

4, As a further illustration, the taxes paid by the Kewaunee, Green Bay and 
Western road were $609.33, and its gross earnings $72,083, or $1,964.12 per mile. 
If the road had earned $36 more per mile it would have paid a tax of $2,202 
instead of $609.33. That is, a difference of about $1,300 on its gross earnings made 
a difference in its taxes of nearly $1,600.” 

Apart from practical considerations of this nature, it is to be doubted whether 
the method attains its object. This practice may in part be based upon those 
grounds which are commonly urged in favor of progressive taxation, but its 
chief justification is to be found in the notion, mistaken or otherwise, that the 
larger, relatively, the gross earnings of a company are per mile, the larger is the 
proportion attributable to net earnings, and as a consequence, the greater its tax¬ 
able capacity. That the truth of this notion is not verified by the statistics of 
the larger railroads operating through several States of the country may be seen 
from the following table:* 


Railroads. 

Mileage. 

Earnings 
from opera- ; 
tion. 

Operating 

expenses. 

Net earnings. 

Pennsylvania. 

2,817.61 

$61,043,133 

$41,512,615 

$19,630,418 

New York Central and Hudson River. 

2,409.88 

43,677,927 

27,573,281 


16,104,616 

Erie. 

1,855.36 

29,051,011 

20,281,353 


8,769,658 

Cleveland, Cincinnati,Chicago and St. Louis... 

1,893.62 

13,117,111 

9,481,876 


3,625,235 

Louisville and Nashville. 

3,147.25 

20,692,656 

14,077,777 


6,614,879 

Wabash.. 

1,979.60 

11,608,830 

8,3%, 329 


3,212,501 

Atcheson, Topeka and Santa Fe . 

4,542.76 

22,338,141 

16,255,055 


6,083,086 

Chicago, Rook Island and Pacific . 

3,571.41 

16,728,685 

10,999,300 


5,729,325 

Chicago, Burlington and Quincy . 

5,869.70 

26,633,741 

15,761,488 


10,869,253 

Southern. 

4,827.22 

19,050,096 

12,568,161 


6,481,935 






1 Index numbers—- 




Ratio of 

1 - 

— 

— 


Gross earn- 

Net earn- 

net to 



For ratio 

Railroads 

ings per 

ings per 


gross 

For gross 

of net to 


mile. 

mile. 

earnings 

1 earnings 

gross 




per mile. 

per mile. 

earnings 








per mile. 




Per cntt. 1 




Pennsylvania. 

$21,312 

$6,966 


32.6 

100.0 i 

79.9 

NeW York Central and Hudson River. 

18,123 

6,682 


36.8 

84.9 1 

90.2 

Erie. 

15,007 

4,727 


30.3 

73.1 ! 

74.2 

Cleveland,Cincinnati, Chicago and 8t. Louis... 

6,926 

1,914 


27.6 

t 

1. 4 1 

67.6 

Ixmisville and Nashville. 

6,576 

2,102 


31.9 

30.8 1 

75.5 

Wabash. 

5,863 

1,622 


27.7 

27.5 

67.9 

Atcheson, Topeka and Santa Fe. 

4,917 

1,339 


27.2 

23.0 

66.7 

Chicago, Rock Island and Pacific. 

4,684 

1,604 


34.2 

21.9 

83.8 

Chicago, Burlington and Quincy. 

4,545 

1,855 


40.8 

21.3 j 

100.0 

Southern . 

3,947 

1,343 


34.0 

18.5 

83.3 


Since, however, the matter of a graduated tax is essentially a State problem, 
which involves both large and small roads, a different result might be expected 
from an examination of the figures of lines or portions of lines operating in single 
States. But the following table 3 shows that the evidence is almost as contra¬ 
dictory here as in the case of entire railway systems. 


1 Report of Wisconsin tax commission of 1898, p. 182, 

5 Figures are complied from the Statistical Report of the Interstate Commerce Commission for 1897, 
and cover the fiscal year ending June 30.1897. 

8 Figures for Wisconsin are compiled from the statistical report of the Interstate Commerce Com¬ 
mission for 1897; those for Illinois from the report of the Illinois railroad and warehouse commis¬ 
sion for 1898. 
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Railroads. 

Mileage. 

Earnings 
from opera¬ 
tion. 

Operating 

expenses. 

Net 

earnings. 

Wisconsin. 

Wisconsin Central Railroad Company. 

573.81 

$2,089,782 

$1,358,104 


$731,678 

Milwaukee and Superior. 

16.20 

32,931 

17,978 


14,953 

Kewaunee, Green Bay and Western. 

36.70 

73,641 

3-1,401 


39,243 

Green Bay and Western. 

moo 

419, 759 

311,814 


77,945 

Abbotsford and Northwestern. 

Drummond and Southwestern. 

Ahnapee and Western. 

15.16 

18.47 

34.00 

16,360 

13,(23 

23,602 

8,107 
8,912 
14,613 


7,253 

4,611 

8,989 

Illinois 








Chicago, Lake Shore and Eastern 1 . 

115.42 

1,610,230 

7«8,299 


821,931 

Chicago and Alton. 

530.73 

5,783,090 

3,611,807 


2,171,889 

Chicago and Eastern Illinois. 

392.91 

2,893,809 

1,629,321 


1,264,475 

Chicago, Burlington and Quincy. 

1,308.09 

8,110,801 

4,909,855 


3,231,446 

Chicago, Peoria and St. Louis. 

166.68 

818,221 

662,110 


165,811 

Toledo, Peoria and Western. 

230.70 

982,650 

709,631 


273,119 

Wabash, Chester and Western. 

61 83 

90,2 

8 

62,032 


27,616 

Railroads 

Gross earn¬ 
ings per 

Net earn¬ 
ings per 

Ratio of 
net to 
gross 

Index n 

For gross 

imberN— 

For ratio 
of net to 


mile. 

mile. 

earnings 

earnings 

gross 




per mile. 

per mile. 

earnings 
per mile. 

Ir 

li iM-onsni 








Wisconsin Central Railroad Company. 

$3,047 

$1,277 

/ 

er cent. 
35.0 

100.0 

65.8 

Milwaukee and Superior . 

2,033 

923 


45.4 

55.7 

85.3 

Kewaunee,Green Bay and Western. 

Green Bay and Western . 

2,007 

1,069 


53.2 

55.0 

100.0 

1,866 

347 


18 7 

61.2 

35.1 

Abbotsford and Northwestern. 

1,013 

727 

178 


17.3 

27.8 

88.9 

Drummond and Southwestern. 

211 


33 5 

19.9 

62.9 

Ahnapee and Western. 

691 

261 


38 0 

19 0 

71.4 

Illinois 








Chicago, Lake Shore and Eastern 1 .. . 

11,002 

7,138 


50.6 

100.0 

100.0 

Chicago and Alton. 

9,9.V> 

3,738 


37 5 

71.1 

74.1 

Chicago and Eastern Illinois . 

7,363 

3,217 


43.7 

62.6 

86.3 

Chicago, Burlington and Qiuncv. 

6,221 

2,470 


39 7 

41 4 

78.4 

Chicago, Peoria and Si. Loins. 

Toledo, Peoria and Western. 

4,899 

935 


19 1 

31 9 

39.3 

1,254 

1,182 


27 8 

30.3 

64.9 

Wabash, Chester and Western. 

1,888 

125 


30. It 

9.9 

60.5 


1 Freight service only on this road 


It is often urged (as in the message of the governor of Michigan, cited above) 
that the gross-receipts tax furnishes a source of revenue which fluctuates vio¬ 
lently from year to year. The following table, setting forth the amounts of 
railway taxes and their proportions to total State revenues in Michigan and Wis¬ 
consin'for six consecutive years, will throw some light on this point. 


Michigan. 1 j Wisconsin. 2 


Year. 

Railroad 

taxes. 

In¬ 

dex 

No. 

Total State 
receipts. 

in¬ 

dex 

No. 

Ratio of 
railroad 
taxes to 
total. 

Railroad ]"* 
toxes - j Nth 

Total State 
receipts. 

In¬ 

dex 

No. 

Ratio of 
railroad 
taxes to 
total. 

1891 .... 

$778,493 

82 

$3,181,308 

60 

Per cent. 
24.47 

$1,140,046 ! 79 

$3,563,267 

81 

Per cent. 
31.99 


742,271 

79 

3,210,832 

61 

23.12 

1/220,674 . 85 

3,232,283 

73 

37.20 


849,696 

90 

2,776,991 

53 

■30.61 

1,156,260 80 

3,567,873 

81 

82.45 

1894 .... 

943,697 

100 

3,643,619 

69 

25.90 

1,435,377 ! 100 

4,392,008 

100 

32.76 

1895.... 

836,039 

88 

3,704,198 

70 

22.58 

1,174,970 ! 82 

3,453,959 

78 

34.04 

1896.... 

735,010 

78 

5,256,059 

100 

13.98 

1,172,742 | 82 

4,217,282 

96 

27.81 


1 Figure's arc compiled from reports of State treasurers, and cover years ending June 80. 

2 Figures are compiled from reports of State treasurers, and cover years ending September 80. 
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The degree of fluctuation here is not so great as in the case of total State 
revenues. 

The question of the degree to which a gross receipts tax approaches a perfect 
measure of net earning capacity is an important one from the standpoint of jus¬ 
tice in tax distribution. The following table will illustrate this point. The 
figures are compiled from the statistical report of the Interstate Commerce Com¬ 
mission for 1897. The figures for net earnings are assumed to represent the rela¬ 
tive tax-paying ability of the different groups of companies, and are determined 
by deducting from gross receipts all the expenses of conducting transportation 
(not including interest payments and taxes). The territorial groups are those 
employed by the Interstate Commerce Commission in their annual statistical 
reports, and cover the whole country. Group I comprehends the New England 
States; Group II, the Middlo States (excepting the northwestern section of Penn¬ 
sylvania, the dividing line running through Pittsburg), Maryland, and the north¬ 
ern section of West Virginia; Group III, Ohio, Indiana, and the southern penin¬ 
sula of Michigan (the dividing line running through Pittsburg and Chicago, the 
northwestern section of Pennsylvania being included); Group IV, South Carolina, 
North Carolina, Virginia, and the major part of West Virginia; Group V, the 
remaining Southern States east of the Mississippi; Group VI, the States and por¬ 
tions of States east of the Missouri River and west of the eastern border of Illinois 
and the Groat Lakes; Group VII, Montana, Wyoming, Nebraska, the northern 
third of Colorado, and the portion of the Dakotas west of the Missouri River; 
Group VIII, Kansas, Arkansas, Oklahoma and Indian Territories, Missouri 
(south of the Missouri River), the soutliern two-thirds of Colorado, the extreme 
northern corner of Texas, and New Mexico (north and northeast of Santa Fe); 
Group IX, Louisiana, Texas, and New Mexico (southeast of Saute Fe); Group X, 
the remainder of the country. 





Uutioof net 

Index 

Group 

Net earnings. 

; Gross receipts. 

to gross 

mun- 




receipts 

her. 




Per cent. 


Group I.: 

828,812,276 ; 

$95,237,489 

30.24 

77.4 

Group 11. i 

107,610,565 

332,677,113 

32.31 

82.8 

Group III.i 

49,670,562 

175,821,656 

28.19 

72.2 

Group IV. 

16,112,926 

49,075,806 

32.83 

84.1 

Group V. 

29,857,184 ! 

91,673,137 

31.01 

79.4 

Group VI. 

91,028,164 

236,169,682 1 

38.51 

98.7 

Group VII . 

16,847,451 

43,153,62(i 1 

39.01 

100.0 

Group VIII . 

81,563,285 

98,017,221 | 

32.19 

[ 82.4 

Group IX. 

11,80-1,146 

46,429,510 ! 

25 12 

j 65.1 

Group X. 

24,939,600 

75,891,483 1 

32.86 

81.2 

A comparison for four successive years is as follows: 




Ratio of net 

Index 

Year. 

Net earnings 

Gross receipts. 

1 to gross 

mini- 




receipts. 

her. 




Per cent 


1894 . 

$385,929,977 j 

$1,216,178,602 

31.73 

97.2 

1895. 

t 387,168,919 

1,207,803,595 

32.06 i 

98.2 

1896. 

412,687,278 | 

1,279,191,107 

32.26 j 

98.8 

1897 . 

406,611,109 

! 

1,247,179,783 

32.65 

100.0 


The objection may be raised that these illustrations are far from revealing the 
justice or injustice of the gross receipts tax as between individual roads. The 
objection is a valid one. They do, however, strike an average figure for groups 
of roads situated in different sections of the country, in which varying economic 
conditions predominate. By this means a general survey of the workings of a 
general gross receipts tax as regards tax distribution may be obtained. If indi¬ 
vidual roads were chosen the apparent injustice of the tax would be even greater, 
for there are roads which have large gross receipts and no net income—taxes and 
operating expenses swallowing up all of the earnings. Others are operated for 
varying percentages of the gross earnings, leaving a varying remainder for net 
income. In such cases gross receipts would furnish a very inconstant index of 
tax-paying ability. 

2. Tax on net earnings or income.— From the standpoint of actual practice this 
tax is of but slight significance, but it has often been so strongly urged that a 
brief consideration will not be amiss. 
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First, with regard to what elements should enter into net income as a basis for 
taxation, Professor Soligman makes the following statement: 1 * 3 

“ Gross receipts consist of all earnings from transp< rtation of freight and pas¬ 
sengers, receipts from bonds and stocks owned, rents of property, and all miscel¬ 
laneous receipts from ancillary business enterprises or otherwise. From these 
aggregate gross receipts we should deduct what are classified by the Interstate 
Commerce Commission as operating expenses; that is, expenses for conducting 
transportation, for maintenance of roadway, structures, and equipment, and for 
general expenses of management. No deduction should be made for fixed charges, 
l. e., for taxes or for interest on the debt, or for the amount used in new construc¬ 
tion, in betterments, in investments, in now equipment, or for any of the expendi¬ 
tures that find their way into profit and loss account.” 

A tax on this basis Professor Seligman regards as the “most logical form of 
corporate taxation.” The Ohio tax commission of 1893 likewise decided with 
regard to a franchise tax on corporations that “from the economic standpoint 
and from the standpoint of exact justice, the best method is to obtain the net 
earnings.’' 1 * 

A tax on the net income of transportation companies would undoubtedly have 
a number of considerations in its favor. For instance, compared with the tax on 
gross receipts, it would avoid the possibility of acting as a check on expenditure 
for improvement of service, particularly in the maintenance and repair of equip¬ 
ment. Then, too, in the event of the adoption of a uniform and correct system 
of railway accounting its administration would be very simple; but chief of all, 
as the Ohio tax commission claim, it would, if rightly administered, be propor¬ 
tional in its effect upon the different companies taxed, i. ©., it would effect an 
equitable tax distribution. 

Out of the inference that in the railway business as traffic increases net income 
bears a ratio to expenditure which in the long run constantly grows proportion¬ 
ately larger, it has already been claimed that a tax on net income would be a 
better revenue yielder than the tax on gross receipts. The following table does 
not bear out this view: 


Gross and net receipts of railways of England and Wales. 9 


. 

. 


Ratio 1 




. 

Ratio 


Year. 

(■loss 

receipts 

Net 

receipts <i | 

1 of net 
to gross 

Index 
num- i 
ber. j 

Year 

(J ross 
receipts 

Net 

receipts.’ 

ol net 
to gross 
rc- 

Index 

num¬ 

ber. 




eeipts 1 


j 



eeipts. 





[pnenit 

* 




Per coil. 


18<>0 

£23,172,94b 

1 012,981,451 

55.3 

98 4 

1880 

£55,795,180 

£28, ,509,192 

51.2 

91.1 

1851 

24,021,928 

13,000,901 

51 1 

90.3 

1881 

50,042,574 

28,093,152 

50.0 

90.0 

1802 

21,529,002 

13,325,189 

54.3 

90.7 

1882 

59,092,802 

29,702,307 

50.3 

89.5 

1803 

20,212,822 

14. 110,158 

55 1 

98 0 

1883 

00,521,538 

30,300,780 

50.0 

88.9 

180-1 

28,007,649 

10,057,914 

50 0 

99 7 

1.884 

00,099,011 

30,037,185 

49.9 

88.8 

1805 

30,100,311 

10,473,172 

51.0 

97 1 

1885 

59,320,905 

29,680,004 

49.9 

88.8 

1800 

32,274,809 

17, 117,039 

54.0 

97 1 

1880 

59,277,028 

29,850,092 

50.3 

89.5 

18075 

33,398,222 

17,798,997 

53.3 

01 8 

1887 

60,502,925 

30,591,400 

50.5 

89.9 

1808 

35.220,880 

19,308,079 

54 8 

97 5 

1888 

02,005,633 

31,512,233 

50.8 

90.4 

1809 

30,105,122 

19,842,207 

51 9 

97 7 

1889 

65,075,909 

33,225,020 

50 (1 

90.0 

1870 

38,122,101 

21,124,538 

55 4 

98.0 

1890 

08,272,908 

33,205,428 

48.7 

! 80.6 

1871 

41,383,065 

23,274,516 

50.2 

100.0 

1891 

09,830,382 

33,048,818 

17.3 

84.1 

1872 

15,039,155 

24,310,301 

53.9 

95 9" 

1 1.802 

09,852,358 

32,079,349 

10.8 

43.3 

1873 

48,857,278 

21,410,509 

49.9 

88.8 

1 1893 

68,252,504 

31,334,743 

45.9 

; 8i.7 

1871 

50,210,136 

24,219,219 

48.2 

85 8 

1 1894 

71,934,167 

33,780,090 

40.9 

83.4 

1875 

51,726,416 

25,229,800 

48.8 

80 8 | 

1 1895 ! 

72,791,758 

31,3.54,883 

47.2 

! 31.0 

1870 

52,470,319 

25,775,824 

49.1 

87 -1 

1890 

70,581,9.50 

36,270,812 

47.4 

84.3 

1879 

52,479,379 

20,072,709 

50.8 

90. 1 







aTaxes arc not deducted here in arriving at net receipts. 

b Prior to and including this date, steamboat, canal, and harbor expenses were not deducted from 
gross receipts in arriving at net receipts. 


Objections 1 to the tax on net income have arisen chiefly from the administra¬ 
tive standpoint. Chief among these has been tho contention that receipts might 
be largely exhausted in the payment of large salaries, thus effecting a distribu¬ 
tion of corporate income and avoiding the payment of a large portion of corporate 
taxes. This might readily happen with small corporations, where the managers 
are tho chief holders of the corporate stock; but in the case of railways this need 


1 Seligman, Essays in Taxation, p. 201. 

* Report of Ohio Tax Commission of 1893, p. 51. 

3 Figures arc compiled from the British “blue books.” 

* Seligman, Essays in Taxation, pp. 199,200. 



1028 INDUSTRIAL COMMISSION:—TRANSPORTATION. 


scarcely bo apprehended. The numerous holders of corporate securities would 
most certainly object to the curtailing of their dividends which would result 
from such a practice. 

The practice of the more advanced European nations is in line with this form 
of corporate taxation. In England corporations are taxed under the provisions 
of the general income tax law (Schedule D), on their “ net profits,” determined 
substantially on the lines of the definition of net income laid down above. Rail¬ 
roads in addition to this tax pay a “ corporation duty,” corresponding to the 
“death duties” on individuals, in addition to a duty of 5 per cent on receipts from 
passenger traffic. 

In France corporations in general pay a tax of 3 per cent on “les intorets, divi- 
dendes, revenus et tons autres produits des actions do toute nature,” besides the 
usual real estate and license-taxes. Railroads in addition pay a “ public convey¬ 
ance " tax on passenger and express traffic. This does not, however, operate as a 
direct tax on the corporation, for the tax is added to the price paid for passenger 
tickets and to the amount of express charges. Corporations generally commute 
for the payment of the usual stamp tax and the tax on the transfer of securities 
by the payment of an annual tax on the amount of their capital stock. 

Most of the States of Germany tax corporations on income. Prussia for more 
than 45 years has followed the plan of a tax on net income with its railroads. 

Italy, like England, taxes corporations on net income under the same law which 
applies the system to the taxation of individuals. All Interest and dividends arc 
included in the assessment. 

In the United States the possibility of applying such a method would depend to 
a degree on the attitude of the United States Supreme Court. The question arises 
whether or not this form of taxation, so far as it applied to income from interstate 
traffic, would encounter the. same objections as the tax on gross receipts. 

In the case of State Tax on Railway Gross Receipts' the court said: “It is 
not denied that net earnings of such corporations aro taxable by State authority 
without any inquiry after their sources.” * * * If this statement is to be taken 
as an accurate index of the tendency of the court in the matter, it would he need¬ 
less to inquire further. The decision in this case has, however, since been largely 
discredited; and even though the validity of this particular statement has not 
been called into question, it would not be well to base any general conclusion 
upon it alone. 

The only other case which sheds any light on the question is that of Philadel¬ 
phia and Southern Steamship Company v. Pennsylvania." In this case, which 
had to do with the Pennsylvania tax on gross receipts, the court say: 

“As a tax on transportation * * * it can not lie supported where that trans¬ 
portation is all ingredient of interstate or foreign commerce, even though the law 
imposing the tax be expressed in such general terms as to include receipts from 
transportation which are properly taxable. It is unnecessary , therefore, to discuss 
the question which would arise if the hue were property a tax on income. Tt is 
clearly not such, but a tax on transportation only.” 

The most that can he said, therefore, is that a tax on the net income of trans¬ 
portation companies would probably not be regarded as an interference with 
interstate commerce, even though such income were in part the product of inter¬ 
state traffic. 

C. THE FEE OR BENEFIT PRINCIPLE. 

Besides the various taxes proper which are levied upon corporations, there are 
certain impositions in the nature of fees—payments for special benefits rendered 
by the State. Payments of this latter character are rendered to Government in 
return for the right to become a corporation and the right to do business in a 
corporate capacity. 

The fee principle lies at the root of a variety of impositions levied under a 
variety of names; and in some cases it is almost impossible to distinguish that 
part of a levy which is imposed under the fee principle from that which is levied 
under the tax principle. In such cases the payment for benefit received is 
involved in the total tax payment, and is the justification for a departure from 
the test of tax-paying ability in tax distribution. The most important of these 
levies is the franchise tax. 

“ The right or privilege given by the State to two or more persons of being a 
corporation—that is, of doing business in a corporate capacity” 8 —constitutes a 


' 15 Wall , 284. 

" 122 II. H„ H2I1. 

a E. g., see Homo Insurance Company v. New York (484 U.R., 504.) 
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franchise. The franchise tax is levied with a view to securing for the State some 
return from the valuable privilege which it has granted. 

The California constitution of 1870 first brought franchise taxation prominently 
into notice. Since that time the method has been incorporated into the tax sys¬ 
tems of a majority of the States, and its legality has been confirmed by the deci¬ 
sions of the United States courts. 1 

The right to tax a franchise is limited to the State granting it, for the corporate 
franchise as such may not be taxed except under the law of the State which 
created it. But State practice generally applies the same methods to both domes¬ 
tic and foreign corporations by imposing taxes, as in New York, on “ the corporate 
franchise or business.” 

The franchises of corporations granted by the United States Government are 
not taxable by the States. The State taxation of franchises, moreover, must not 
interfere with interstate commerce. Aside from these limitations the power of 
the States to tax franchises is practically unrestricted. As a consequence differ¬ 
ent bases of measuring the value of the franchise have been applied at the same 
time in different States, and at different times in the same State. Gross receipts, 
dividends, profits, indebtedness, capital stock, capital stock minus value of prop¬ 
erty, capital stock minus value of realty, etc., have all been employed for this 
purpose. 

In Illinois the value of the franchise and capital stock subject to taxation is 
declared to bo the capital stock and debt in excess of the value of the tangible 
property which is otherwise taxed. In practice, however, in the case of railroads, 
the valuation of the tangible property lias been such as to leave no excess to be 
taxed as the value ol' capital stock. 

In New Jersey the method followed is not substantially different from tho 
Illinois method, although it is subject to variation from time to time. 

The California method provides for tho taxation of the excess of capital stock 
over value of property. In Massachusetts “ a fair cash valuation ” of the corpo¬ 
rate capital stock is taken as the “ true value of its corporate franchise " In Ken¬ 
tucky capital stock less the assessed value of tangible property in the State meas¬ 
ures the value of the franchise. The Mississippi law vaguely declares that the 
State railroad assessors in appraising the value of the corporate property shall 
■■ take into consideration the value of the franchise ” and “ the capital stock 
engaged in business in this State.” The provision in the Vermont law is equally 
vague, although ill that State transportation companies generally have paid a tax 
on gross receipts in lien of the tax on “ rights, corporate franchise, and property." 
In Kansas, Tennessee, and in other States, earnings, capital stock, anu debt are 
all taken into consideration in valuing the corporate property and franchise for 
taxation. , „ , _,,, 

It will thus be seen that the "franchise tax”does not stand for any definite 
method of levy. From the legal standpoint, however, it has a high importance 
from the service which it renders in avoiding certain restrictions which, without 
it, would arise in the administration of the ordinary methods of corporate 
taxation. , 

Thus, the constitutions of a number of States require that taxes on property 
shall be uniform. It is often desirable in tho taxation of corporations to have 
recourse to methods which if applied to property as property taxes would be 
held unconstitutional owing to lack of uniformity in their operation. The legal 
fiction of the “franchise tax” obviates this difficulty. Then, too, as we have 
already indicated, State taxes on pioperty the subject of interstate traffic or on 
receipts the product of interstate business are unconstitutional, hut when such a 
tax is levied as a franchise tax its validity is indisputable. 

Furthermore, if a tax is a franchise tax, exemptions for certain otherwise 
exempt or extraterritorial property can not be claimed as under the property tax. 

Lastly, if a tax is a franchise tax certain objections to double taxation are 
removed. For instance, under tho property tax the capital stock of a corporation 
may ho taxed only on that portion employed in carrying on its business within 
the State in which the tax is levied. Under the franchise tax the entire capital 
stock is liable even if in part invested in property situated within another State 
and taxed by that State. ,, 

The so-called “license "and “privilege’’taxes closely resemble the franchise 
tax. Examples of this are the New Jersey “license tax on the corporate fran¬ 
chises ” of telegraph, telephone, express, and parlor car companies, the Wisconsin 
‘ ’ license tax ” on the gross earnings of railroads, the Mississippi ‘ 1 privilege tax ” 
on railroad and car companies, and the Tennessee “ privilege tax "on railroad, 
express, telegraph, and telephone companies. 


lE.g., see Homo Insumnee Company t’. New York (1:14 U.S.,594). 



1080 INDUSTRIAL COMMISSION:—TKAN8POBTATION. 


D. LOCAL TAXATION. 

There are lour main plans followed in adjusting the relations of local taxing 
jurisdictions to transportation companies: (1) That of locally taxing all transpor¬ 
tation property. (2) That of taxing locally only such property as is not directly 
employed in conducting transportation. (3) That of no local tax, but a distribu¬ 
tion locally of a portion of the proceeds of State taxes, and (4) that of no local 
tax and no local distribution. 

A variety of opinion exists with regard to the desirability of these different 
methods. The advisability of separating the objects of State and local taxation 
has been widely emphasized. The Pennsylvania tax conference, for instance, 
reported on this point substantially as follows: 

“ In many States the State government gets its revenue from a State tax on 
county valuations. This was originally the case in Pennsylvania; but a ‘series 
of amendments and judicial decisions—partly by accident and partly by design 
resulted in the separation of State and local sources of revenue. A system of ad 
valorem State taxation, under which each county’s quota is made to depend on 
the valuation of property in each county, renders a proclivity to low valuations 
irresistible. In neighboring States the assessed value of taxable property has 
reached a very low ratio, and ‘it requires constant contention on the part of the 
taxing officers in those States to prevent it from getting still lower. ’ The follow¬ 
ing are the aggregate values of real estate in the States named for 1890 or 1891: 


New York: Controller's Report, 1890. page 106. $3,272,1211 710 

Ohio: Auditor’s Report, 1891, page 198. 1,1S1,038,031 

Indiana- Auditor's Report, 1391.page 216 . 796 , us, 117 

Illinois: Proceedings of Board of Equalization, 1891, page 35. 376 ,’2918198 

Iowa: Auditor’s Report, 1891, page 79... 976 -o ., 7 a 

Kentucky: Auditor’s Report, 1391, page 2-19. 231 ;' 033 ’ 803 

West Virginia: Auditor's Report, 1891. page 48... 121 ,a«6 


“There is also a complaint against the undervaluation of taxable property in 
Pennsylvania, but it must be conceded that our total aggregate valuation of 
$2,002,942,127, as shown by the report of the secretary of internal affairs for 1891, 
bears a far higher ratio to the actual selling value of our real estate than is shown 
by the reports of the other States named," 

In the same report figures are given for State and local taxes in Pennsylvania 
in 1892, which may be grouped together as follows: 



State, county, 
and local. 

County and 
| local 

Percent, 
county 
and local. 

Total taxes. 

Railroad taxes. : 

j $47,328,842 i 
2,(M,;m j 

$35,995,016 

831,905 

76.05 

31.31 


Upon the question of local assessment the conference committee conclude: 

“ While a difference of opinion exists as to whether taxation should lie levied 
upon such property by the State nr by the local boards, it seems to us manifest 
that it should be assessed and valued by officers whose jurisdiction extends over 
the entire State. Each railroad, canal, telegraph, or pipe line should be valued as 
a whole, and if any apportionment is made it should be an apportionment of the 
average valuation per mile, or of the avails of taxation This plan has been 
adopted by a large majority of our sister States.” 

In New York the joint committee on taxation of the legislature of 1899 looked 
with favor upon the abolition of the local property tax on railroads, but found it 
impracticable to recommend its abolition. The committee said: 

“We believe, as a fundamental principle of government, that a political entity, 
in this case the State, should have an independent jurisdiction, into which it alone 
may go, and from which it may realize sufficient revenue for its own support. 
Another result of the separation of the State from local taxation would he the 
strict accountability to which local officials would be held in raising and dis¬ 
bursing moneys used for the support of local government. 

“ The committee, therefore, has sought for subjects of taxation which, together 
with the indirect revenue now collected by the State, will be sufficient for the 
support of State government. 

“It was believed at the outset that this purpose might be accomplished by with¬ 
drawing from local taxation steam and surface railroads, telegraph, telephone, elec¬ 
tric light and power companies, gas, water, and pipe-line companies, and banks and 
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trust companies, and by levying upon such corporations a definite rate of taxation 
for State purposes. In order to determine the feasibility of such a plan it became 
necessary to ascertain what proportion of the total tax raised by the political divi¬ 
sions of the State upon the property of such corporations was paid by them, and the 
committee with very great labor caused to be gathered the entire sums paid by the 
corporations named in three of the counties of the State, to wit: Oswego, Catta¬ 
raugus, and Chenango. The result was indeed startling in many of its aspects. 
It was found that in the county of Oswego, in the year 1807, the sum of $627,759.82 
was raised by taxation for all purposes, and that of this sum the steam railroads 
alone paid 9.03 per cent, and that in the county of Cattaraugus, in the year 1898, 
$484,358.22 was raised by taxation for all purposes, and of this sum the steam rail¬ 
roads alone paid 11.89 per cent, and that in the county of Chenango, in the year 
1897, $317,837.69 was raised by taxation for all purposes, and that of this sum the 
steam railroads alone paid 7.97 per cent. In some school districts in the counties 
named the steam railroads alone paid 50 per cent of the taxes. While the labor 
involved in the exact ascertainment of the taxes paid by the corporations named 
was so great that more counties could not be analyzed, it is safe to say that these 
three counties furnish a criterion for the rest of tho State." 

The following table will summarize the committee's investigation on this point. 
It must be borne in mind that the figures will have to do only with such taxes as 
are locally assessed; 


County. 


Oswego 6. 

Chenangoft... 
Cattaraugus c. 

Total... 


County. 


Oswego b . 

Chenangoft .. 
Cattaraugus e 

Total... 


Total tax 
levied 

State tax 

' 

Local tax <i 

Per cent 
State to 
total. 

Ratio of 
local to 
total lax. 

8027,759.82 
317,8:57. (.9 
181,358.22 

805,397.85 
40,713.08 
49,0,58,99 

8502,301.97 

277,094.01 

135,319.23 

10.42 

12.82 

10.13 

Per cent. 
89.58 
87.18 
89.87 

1,129,9.**. 73 

155,180.52 

1,274,775.21 

10.85 

89.15 


Taxes on real and personal property of— 


Railroads 

Proportion of 
total paid by 
railroads. 

All corpora¬ 
tions. d 

Pro|M»rtlon of 
total paid by 
all eorjwra- 
tions. 

1 Per rent. 

850,089.23 , 9.03 

25,311 07 . 7 97 

57,500.43 ! 11 89 

885,193 34 
44,182 80 
97,801 19 

Per cent. 
13.67 
13.99 
20.19 

139,000.33 ! 9 70 i 227,480.03 

1 

15.90 


a County, eitv, town, village, local school, and highway taxes, 
ft Figures for‘l897 
c Figures for lK'.)s 

(l Steam railroad, street railroad, telegraph, telephone, electric light, power, gas, water, pipe line, 
and trust companies, and banks. 


The Maine tax commission viewed with disfavor the separation of State and 
local taxation. They say: 

“ It is believed by many that it may be possible to assess upon corporations an 
amount sufficient for State expenses, and thus the necessity for a property tax 
for State purposes be avoided. If this were possible within the limit of just 
taxation of corporations, it would, to a considerable extent, relieve the gen¬ 
eral tax burden of the people. But there are other questions besides that of a 
slight decrease of taxation to be considered in this connection. Would it be a 
wise and salutary thing to sever the financial ligament which now closely unites 
the State government with the town, and, in fact, with every individual? Would 
it be beneficial to the people at large to have the power and influence of corpora¬ 
tions so immensely extended as they would he in case the State were dependent 
alone on them for its revenues? 

“ It appears to us that such a policy would not be wise, and that to resort to it 
would be to sacrifice an important principle, a paternal and unifying element of 
State government, at a very cheap price.” 1 


1 Report of Maine Tax Commission of 1889, p. 56, 
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Upon the matter of a distribution of a portion of the proceeds of State taxation 
among the local districts, the Pennsylvania tax conference said: 

“ In this State we are drifting into a practice of collecting revenue into the 
State treasury far in excess of the needs of the State government, with the pur¬ 
pose of distributing the surplus among the townships and municipalities in aid 
of local taxation. The wisdom of such a policy is questionable. It is an unnec¬ 
essary circumlocution, and exposes the public revenues to additional dangers of 
waste and misappropriation. There will be an irresistible tendency in the legis¬ 
lature year by year to increase the appropriations in aid of local charities and 
other objects whose benefits are not evenly diffused, thus decreasing the amount 
available each year for schools and roads. The honest and economical adminis¬ 
tration of public affairs can be better promoted, and the self-reliance of the peo- 

J >le better preserved, by remanding the whole process of collecting and disbursing 
ocal public revenues to the local authorities as far as possible. To centralize the 
fiscal department of all branches of civil administration at the capital, making 
the local authorities dependent on the legislature for the means to defray their 
necessary expenses, is a vital thrust at the doctrine of local self-government. 

In New Jersey the act of 1884, among other things, provided for the taxation 
of “ main stem ” or “ first-class property.*’ and for property other than main stem 
or “second-class property,*’ by State authorities, with a subsequent distribution 
of the tax on “ second-class property” among the local districts. “ This system 
of taxing property, used for railroad and canal purposes, may be described in a 
sentence as a property tax by the State, through State assessors or officers, in its 
entirety as a unit, for the use of the State, with a distribution of a part of the tax 
by the State to the local taxing districts for the support and maintenance of the 
local or municipal governments.” 1 

The New Jersey tax commission of 1807, whose report deals largely with local 
taxation, concludes that the method of distribution works injustice in that State. 
The commission says: “Assuming as a fact that the property used for railroad 
and canal purposes does pay as much tax, that is, as many dollars, relatively to a 
like amount of property owned by individuals and other corporations, it does not 
follow as a logical sequence that the distribution by the State to the local taxing 
districts is just or fair. On the contrary, it has been shown by evidence and facts 
before us that the act of 1884 in its practical operation works some injustice to 
the local districts of the State, not only in the relative amount of land withdrawn 
completely from the local or municipal tax comprised in the ‘ main stems ’ com¬ 
monly known as first-class property, but also in the amount of tax which the 
local taxing districts receive from the land commonly designated as second-class 
property.” 2 

And further: “A study of local or municipal taxation in the United States will 
show that land is the chief source, the principal object of local taxation. * * * 
“ Whenever this principle is violated in a system of taxation, it throws the 
local or municipal governments out of joint. In the city of Washington, where 
the land occupied by the buildings of the National Government was exempt from 
taxation, the burden became so onerous on tho individual owners of land that at 
one time it threatened financial disaster to the District of Columbia, until the 
Federal Government assumed part of the expenses of the local government, or 
contributed to such expenses in lieu of the land which was held by the Federal 
and foreign governments exempt from local or municipal taxation. The lands 
used for railroad purposes in theprincipal terminal cities of the United States, 
such as New York, Boston, Buffalo, Chicago, Philade 1 phia, and Pittsburg, are 
taxed locally for the use of the local governments.” 3 

* * * “ When it is shown that * * * the geographical position of some of 
the local taxing districts in the State is such that in those taxing districts it is neces¬ 
sary, for the proper and legitimate development and operation of the railroad 
companies, to acquire and hold, in addition to their main stem, large tracts or 
blocks of land, there is no reason in good morals or sound principles of taxation 
why the State should deprive the local municipalities of tne taxes derived from 
tracts or blocks of land held and used for railroad purposes, in addition to the 
main stems, and known as second-class property under the act of 1884. It is the 
illogical result of an otherwise logical system.” 4 


1 Report of the New Jersey tax commission of 1897, p. 9. 

2 Ibid., p. 13. 

s Ibid. ,p. 18. 

4 Report of the New Jereey tax commission of 1897, p. 20. 
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In Massachusetts the method of distribution followed by that State was regarded 
with disfavor by the tax commission of 1807.' The commission says: 

“ There are, however, some questions as to the present mode of distributing the 
proceeds of the taxes on corporate excess to which we think it necessary to call 
the attention of the general court. They are distributed, it will bo remembered, 
among the several cities and towns according to the ownership of shares by their 
inhabitants. We have already referred to some anomalous results of this method 
of distribution. It causes disproportionately large sums to be turned over to a 
few towns much resorted to by people of means. But, even apart from these 
difficulties, there are others which make it doubtful whether under any circum¬ 
stances corporate excess should be made a direct source of revenue to the towns 
and cities. 

“With many corporations there is a very large corporate excess. All railways, 
by an old decision of the courts, are exempt from local taxation on their right of 
way; and, in any case, the value of their real estate and machinery, taxable 
locally, is not a great proportion of their total valuation. This is even more 
strikingly true in the case of street railways. The cities and towns where the 
shareholders happen to reside, perhaps distant from the places where the enter¬ 
prises are carried on, get the main benefit of the taxes.” 2 

In West Virginia the railroad taxes are paid into the State treasury, and a 
portion locally distributed upon the basis of the situs of the railroad property 
taxed. The New Hampshire method is a cross between the Massachusetts and 
West Virginia methods. In that State the tax on the general property of rail¬ 
roads (excepting real estate not in the right of way, which is locally assessed and 
taxed) is paid to State officials, who subsequently distribute among the towns one- 
fourth of the proceeds of tho tax according to the value of railroad property in 
thoso towns, and of the residue, to each town such proportion as the number of 
shares held by its residents bears to the total capital stock of the various railroad 
companies. 3 

In Wisconsin State court decisions have been adverse to the taxation of rail¬ 
road property, whether by State or local authorities, 4 and a similar state of affairs 
now exists in Minnesota. 5 


E. UNIFORMITY IN RAILWAY TAXATION AMONG THE STATES. 

The table which follows will throw some light upon the question of the extent 
to which current State tax methods approach uniformity in their treatment of 
the individual railway systems of tho country. Three of the trunk lines have 

1 The following table, taken from page 67 of the report of the Massachusetts tax commission of 1897, 
will show the effect ol the distribution carried out in that State 


State. 

Thirty-two cities. 

All towns. 

Eighteen towns. 

Three hundred and three towns. 


Population, 

1895. 


J 2,500,183 
1,635,767 
864,416 
62,529 
801,887 


Tax distrib¬ 
uted, 1896. 


$2,585,795.08 
1,778,369.23 
807,136.40 
332,310.77 
475,125.63 


Tax dis¬ 
tributed 
per capita. 


$1.03 
1 08 
.93 
5.31 
.59 


The 18 selected towns get live times as much as the average for the State, per head of population, of 
the proceeds ol the tux on corporate excess. As compared with the remaining towns, leas fortunate 
in the ownership of securities by their inhabitants, these few towns get nearly ten times as much per 
head of population. 

2 Report of Massachusetts tax commission of 1897, p 70. 

a The following table will illustrate the working of the New Hampshire method of distribution. 
The figures for population are compiled from the census returns of 1900; those for the amounts of the 
tax distributed, from the New Hampshire treasurer’s report, June 1,1900: 



Population, 

1900. 

Tax distrib¬ 
uted, 1899. 

Tax dis¬ 
tributed 
per capita. 

All cities and towns in State. 

411,588 

114,558 

153,882 

43,189 

$210,105.94 

13,206.66 

84,921.96 

90,278.09 

$0.51 

.11 

.55 

2.09 

Twenty'sevcn towns and cities. 



* For a history of this question see Wisconsin Central Railroad Co. v. Taylor County (52 Wis., 37). 
‘Stearns v. Minnesota, decided in the United States Supremo Court, December 3.1900. 
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be e„ chosen M tyi>ieal of what is probably the state of affairs throughout the 
country. 


Railway system. 

Total earn¬ 
ings from 
operation. 1 

Operating 

exitenscs. 1 

Net earn¬ 
ings. 1 

Taxes. 1 

Ratio of 
taxes to 
net earn¬ 
ings. 

Erie- 

(i roup II. 

1 

875,158, MO | 
•29,453,793 

852,120,853 
| 22,304,853 

823,038,027 

7,148,940 

82,070,911 
8*27,725 

Per cent. 
9.01 
11.57 

Total. 

104,012, (173 

: 71,425,71X1 

30,180,907 

*2,904,630 

9.02 

New York Central •' 

113,378,974 

! 90,420,837 

i 

52,958,137 
42,288,578 1 

0,085,570 
4,320,727 

j 12 02 

| 10.21 

Group III. 

Total. 

137,(548,247 

| 95,3’>9,009 

281,027,221 

I 185,780,500 

95,240,715 

Ml, 000,303 

| 11.55 

Pennsylvania: 

Group II. 

Group III. 

Total. 

208,422,8(57 

122,407,99(5 

| 180,287,889 
! 81,030,802 

83,134,978 

40,771,194 

0,277,178 

5,343,189 

i 

! 7.55 

13.10 

385,830,8(53 

j 201,924,091 

123,900,172 

'•11,020,367 

I 9.38 


! Aggregate flu,", rest, >rls'J7, isus.andl #99, compiled fro, n the statistical reports of the lutcrsuu,' Com¬ 
merce- Conimiwion. u-ratmliil Unmiw II nnd O' N York, Pennsylvania, Ohio,and Indiana. 

*The hulk nl taxes on bun linesla fain 111i Miw. icrsey , Michigan Southern, and 

Miohlgan (kultrai lures, i'n^N^w l 'fork!oV^Uidh^ 

Ohio,and Indiana. 


of tlie Interstate Commerce Commission: 


Group I. 

Group II. 

Group III. 

Group IV. 

Group V. 

Group VI. 

Group VII .... 
Group VIII 
GroupIX .... 
Group X. 

Total... 


j 

Earnings from j 
operation ] 

Operating 

expenses. 

Net earnings. 

Taxes 

Ratio of 
taxes to 
net 

earnings.! 

Index 

number. 

1 

888,590,118 
315,653,188 
189,018,091 
52,502,801 
100,295,955 
207,310,002 
51,8(59,427 
113,419,414 
53,018,923 
81,812,109' 

861,025,257 
200,144,013 
133,300,711 
33,784,443 
08,149/233 
163,500,500 
•29,221,577 
74/531,815 
37,117,422 
50,297,299 

827,50-1,891 
109,508,545 
55,711,377 
18,778,358 
32,110,722 
103,779,43(5 
22,047,850 
39,087,509 
15,901,501 
31,514,870 

84,090,5(57 | 
9,254,382 
7,073,500 
1,(583,800 
3,556,144 
9,029,052 | 
1,888,053 i 
1 4.545,117 

1,338,714 
| 2,077,577 1 

Per cen t | 
17.01 ! 
8.45 ' 
12.09 
8.90 
11.0(5 
9/28 
8.33 
11.03 
8.41 
8.41 

100.0 

49.7 
74.0 

62.7 
05.0 
5-1 6 

i 40.9 

68.3 

49.4 
49.4 

1,313,610,118 

856,908,999 

•50,0-11,119 

| 40,337,032 

1 10 01 

1 

58.8 

[_ __ 




Chapter TIL 

DOUBLE TAXATION. 

The nrohiems arising out of double taxation are essentially the product of the 
the same class of subjects by the same governmental authority, or Irorn tne taxa 
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tion of the same class of subjects by competing authorities. The latter is the 
outcome of the modern mobility of capital and labor; the former results largely 
from the fact that property and certificates of ownership in property in tneir 
various forms have both become the objects of taxation. 

It might be well to remark at this point that double taxation is not necessarily 
unjust taxation. This fact is often overlooked in the use of a “phrase which is 
itself brimful of duplicity and highly convenient for sophistical reasoners.” 1 

A. DOUBLE TAXATION BY THE SAME JURISDICTION. 


1. Double taxation of property and Indebtedness.—It is almost superfluous to 
state that this question arises only under the property tax. One of its phases is 
the taxation of corporate property and corporal.' indebtedness. 

In the taxation of individuals it is lint an unusual practice in the assessment of 
property either to deduct indebtedness from the filial valuation or to exempt 
indebtedness from taxation when the total property is taxed. This is done, for 
instance, in the easo of mortgages on real estate in several States, to avoid what 
might otherwise be unjust double taxation. The analogy, however, must not be 
carried over into the taxation of the capital stock and indebtedness of a corpora¬ 
tion; a distinction between corporate and individual indebtedness must not be 
overlooked. In tho case of individuals it would generally be unjust to tax both 
property and mortgage debt, because the real taxable property, when the mort¬ 
gage is taxed, is only the surplus above indebtedness. Corporate bonded debt is 
a portion of the corporate capital. To tax indebtedness of this character in addi¬ 
tion to the capital stock is not double taxation, for the capital stock is representa¬ 
tive of only a portion of the corporate property. To tax corporate property as 
well as indebtedness, however, is another question, which gives rise to considera¬ 
tions very similar to those involved in the taxation of both property and capital 
stock. This will come up later. 

It is not uncommonly the practice among the States to forbid the exemption of 
funded debt when capital stock is taxed. A number of States, notably California, 
Connecticut, Illinois, and Maryland, permit individuals to deduct indebtedness, 
but forbid the same practice on the part of corporations. This policy was upheld 
in the California courts in a decision which pointed out clearly the distinction 
between individual and corporate indebtedness. 2 * The Utah statute which for¬ 
bids the deduction of bonds in the listing of credits illustrates an analogous 
practice. 

There is really no injustice in such a policy. Injustice, in fact, in most cases 
arises from the opposite practice. As an illustration of this fact may be cited the 
case of “a company which never paid a dollar of State tax upon capital stock 
prior to 1895. Tho New York, Pennsylvania and Ohio Railroad Company, with 
a capital stock of $41,999,350 and *139.853,080 bonded and other indebtedness out¬ 
standing, the cost Ilf the road and equipment being $170,987,509, was the owner of 
429 59 miles of railroad, extending from Salamanca, N. Y., to Dayton, Ohio, it 
being the connecting link between the east and the west of the Erie Railway sys¬ 
tem and competing with the Lake Shore, Baltimore and Ohio, and Pennsylvania 
railroads. Of the total mileage, 130.18 were within the State of Pennsylvania. 
As stated before, this company had never paid to the State a tax on capital stock 
or bends, because it was claimed that this property was ‘ bonded' far beyond its 
actual value, and therefore the capital stock was worthless. The bonds were 
owned by nonresidents of the State, and therefore not taxable. * * * This 
case is given as an example, showing how many corporations have heretofore 
escaped taxation by reason of a funded debt, which is capital invited by the stock¬ 
holders with the hope that they will derive additional benefit from such added 
capital.” 8 

In New York, as concerns the local taxation of capital stock, it has been held 
by the courts that in estimating the value of the capital stock of a corporation its 
indebtedness is to be considered; but the valuation having been fixed, only the 
value of the real estate and not the amount of indebtedness is to be deducted 
therefrom. 4 * Where, however, the " capital stock is of no actual value” because 
of indebtedness exceeding assets, it must not be assessed. 1 This is applicable only 
to domestic corporations. 


1 Report of the Joint Committee on Taxation, New York legislature, 1 tMXl, p. 10 

2 Central 1’aeiiie Railroad Co. it Board of Equalt/atlon, GO Cal., 35 

a Report ofthc Auditor Ueneral of Pennsylvania lor 1S97, p. vl. , , 

•People, ex rel, Broadway and O R.R. Co., it Commissioners of Taxes (J Thomp. A C.,645). 

'People ex rel. West Side and Yonkers Railway Co., v. Commissioners of Taxes (31 Hun., 32). 



1036 INDUSTRIAL COMMISSION:—TRANSPORTATION. 


The taxation of the interest on bonds involves the same principle as the taxation 
of the bonds themselves. Interest on bonded debt as fully as dividends on stock 
constitute an integral part of the corporate income and are, as much as the latter, 
a product of the corporate investment. 

2. Double taxation of property and stock.— A second phase of the double taxa¬ 
tion of the same class of subjects by the same jurisdiction is the double taxation of 
property and of capital stock. To tax a corporation on its property and at the 
same time to levy a tax on its securities, as if they were substantive and inde¬ 
pendent property, is in effect unjust double taxation. It can not be denied that 
corporate property and capital stock are not identical. As brought out in 
Commonwealth v. Hamilton Manufacturing Co.,' ‘‘the market valuo of the 
shares of a corporation * * * does not necessarily indicate the actual value or 
amount of property which a corporation may own. The prico for which all shares 
would sell may greatly exceed the aggregate of the corporate property, or it may fall 
very far short of it. Undoubtedly the amount of property belonging to a corpora¬ 
tion is one of the considerations which enter into the market value of its shares, 
but such market value also embraces other essential elements. * * * It is the 
estimate put on the potentiality of a corporation, on its capacity to avail itself 
profitably of the franchise, and on the mode in which it uses its privileges as a cor¬ 
porate body, which materially influences and often controls its market value.” 

While this is true, it will readily be granted that the value of the property is 
bound up in the value of the capital stock, i. e., that the property is at least a 
part, if not the whole, of the corporate investment which capital stock is sup¬ 
posed to represent. So far as the two are representative of the same taxable 
capacity, therefore, the taxation of both by the same authority Would be unjust 
double taxation. 

In general, the legislation and legal decisions of the various States have been 
adverse to double taxation of this character. The courts of Maryland have from 
the beginning followed the principle that a tax on capital stock covers a tax on 
property, ana that, therefore, the taxation of both at the same time is unjust, 
in a number of States (e.g., Alabama, Illinois, Indiana, and Vermont) this prin¬ 
ciple is recognized and only the excess of capital stock over property is taxed A 
recent law in Wyoming provides that the property of domestic corporations shall 
be assessed and taxed in the same manner as the property of individuals: “but 
the capital stock of such corporations, representing, as it does, simply the interests 
of the owner thereof in the property of such corporation, shall not be taxed.” 
In California the taxation of both property and capital stock has been declared 
by statute to be double taxation, co that neither the corporation nor the share¬ 
holder is taxed on capital stock or shares. Colorado follows the dictum that the 
taxation of tangible property and of shares of stock is not double taxation. The 
opposite is the practice in Illinois, as well as in Florida and Idaho, where it has 
been declared that, when corporations are taxed on their property, shares of stock 
in those corporations shall not be taxed. In Kansas, shares of stock are taxable to 
holders after property deductions have been made. In New Jersey, shares of 
stock are not assessed against holders when the corporation is taxed on its property 
and franchise. In New Mexico, statute provision declares that when a corporation 
is taxed, either on its property or on its capital stock, shareholders are not to be 
taxed on tlieir shares. Tne same provision is made in Soutli Carolina, Tennessee, 
Utah, Washington, West Virginia, and a few other States; though in Tennessee 
a legal decision 2 arrives at the conclusion that the State may lay such a tax, not¬ 
withstanding the statute to the contrary. In all of these cases, however, a dis¬ 
tinction must be drawn between capital stock and shares in the hands of holders. 
This will be brought up again later. 

Early legal opinion in Pennsylvania was not adverse to a tax on both corporate 
property and capitalstock. In Pittsburg, etc., R. R. Co. v. Pennsylvania , 3 the court 
delivered the opinion that “ the power of the legislature is as ample to tax twice as 
to tax once, ana it is done daily, as all experience shows. Equality of taxation is 
not required by the constitution.” But tne general trend of subsequent decisions 
has been in the opposite direction. For instance, it has been held 4 that the capi¬ 
tal stock of corporations representing tangible property outside of Pennsylvania 
is not taxable in Pennsylvania: and further , 5 that “ capital stock represents the 
franchises as well as the property of the company,” affirming several previous 


> 12 Allen, 303. 

*3 Pickle, 400. 

'66 Pa., 77. 

♦ Commonwealth i>. Standard Oil Co. (101 Pa., 119) and Common wealth v. American DredtriiiK Co. 
(122 Pa., 387). 

♦ Commonwealth v. Delaware, Suwjuehanna and Schuylkill R. R. Co. (166 Pa., 44). 
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decisions to the effect that the property of a corporation essential to the carrying 
on of its business is included in its capital stock and must not, therefore, be sepa¬ 
rately taxed. 

Those State methods which tax capital stock after making deductions for the 
value of property locally taxed (as in Massachusetts), act as a discrimination against 
individuals, which is not necessary as a guard against double taxation. Individ¬ 
uals are taxed on their property by both State and local authorities. The analo- 

f ous practice in the case of corporations would be local taxation on its present 
asis, and State taxation of capital without property deduction. The decision in 
Commonwealth v. Cemetery Co. 1 very well expresses this view: “A tax on capital 
stock is a tax for State purposes only, so that local taxation upon the property in 
which the capital stock of a company is invested is not double taxation.” 

B. DOUBLE TAXATION BY COMPETING JURISDICTIONS. 

This problem is ono in which possible complications are numerous. It is one 
which may arise in its different forms between foreign States, separate common¬ 
wealths, or separate local districts. In the present instance thoso questions 
which come up among the several States are the important ones. 

A variety of practice has sprung up in this respect, and a practical solution of 
the difficulties of the situation is by no means simple. Professor Seligman believes 
that the easiest way out of the confusion would be that of levying the tax in those 
districts where economic interest is involved. Such a plan would necessitate a 
division of the tax between the place of domicile of a corporation and the place 
or places in which business is done and earnings derived. With transportation 
companies such a plan might be followed out somewhat in the following manner: 
Regarding the domicile of the company as the place of its incorporation, let the 
incorporation tax—possibly an annual sum—represent that portion which should 
go to the State of domicile of the corporation; then let the main tax, or tax proper, 
be paid to the State or States in which the corporate business is carried on. Such 
a plan could bo completely realized only after substantial interstate agreements 
have been reached or the National Government has taken a hand in the matter. 
There is thus far no complete uniformity in the practice of the States on any of 
the various phases of the question. 

1. Interstate taxation of corporate property.—The first phase of the problem 
arises in the interstate taxation of corporate property. As concerns real estate 
the interstate feature of the problem is a simple one, the universal rule being that 
such property shall be taxed where situated. An early New York decision * to 
the effect that real estate is not to be assessed at a company's principal place of 
business, but where it lies, shows the general attitude on this question. The diffi¬ 
culty arises in the taxation of personal property. Here the practice varies 
between the taxation of this class of property according to its actual situation, as 
well as according to the residence or domicile of its owner; i. e., in legal termi¬ 
nology, according to the principle of situs or that of mobilia personam seqnuntur. 

In New York, proporty located out of the State can not be made the subject of 
taxation by its power; and, conversely, the personal property of a nonresident, 
situated within the State, may be taxed by it, except as modified by statute pro¬ 
vision/ 1 It has been further held, however, that to exempt the personal property 
of a corporation because it is outside of the State, the change of location must be 
permanent and unequivocal. 4 A similar decision has been reached in Illinois. 6 
In Missouri, likewise, “ the actual situs of personal property, and not the domicile 
of the owner, determines under the law where it shall be taxed. 6 

In Pennsylvania the same principle has been recognized in the taxation of capi¬ 
tal stock. The court has decided that capital stock invested in real estate and in 
other railroads outside of the State, as well as in vessels, barges, etc., wholly used 
outside of the State, is not subject to taxation in Pennsylvania, but in the State 
where it exists and is used. 1 In Maryland. Kansas, Michigan, South Carolina, and 
other States the principle of situs is likewise applied. As stated in a prominent 


1170 Pa., 227. 

8 Hudson River Bridge Co. n. Patterson (11 Hun., 527). 

3 People ex. rel. Iloyt v. Commissioners of Taxes (23 N. Y ,224). It would appear from the .derision 
that ships at sea, registered at a port within the Stale, and consequently having no situs elsewhere, 
are justly taxable to the resident owner. 

4 People ex rel. Pacific Mail Steamship Co. (64 U.S..M1). 

°Supervisors, etc., v. Davenport (40 III., 197) 

0 St. Louis v. Taylor’s Admrs. (47 Mo.. 594). 

7 Commonwealth v. Delaware, Luekawanna and Western R. R.Oo. (145 Pa., 96) 



1038 INDUSTRIAL COMMISSION:—TRANSPORTATION. 


legal treatise,’ “ Personal property, permanently remaining in a State, has a situs 
therein for the purposes of taxation although belonging to a foreign corporation.” 

In other States, however, the practice of taxing domestic companies on their 
entire property, regardless of its location, is in some cases applied, so that the 
same property is taxed twice by different States. With railroads the difficulty is 
no longer of particular significane so far as concerns tangible personality subject 
to measurably permanent location, but with rolling stock the question is more 
complicated. The difference between the two kinds of property is recognized in 
the Tennessee law taxing railroad companies. Real estate and personalty having 
stable location are taxed as “localized property,” and assessed in the locality 
where situated; property having no actual situs—i. enrolling stock—is known as 
“ distributable property.” and is assessed against the company employing it on a 
pro rata mileage basis. In those States where rolling stock is assessed as part of 
a general railroad-property valuation, the same method is generally employed. 

In Marye t\ Baltimore and Ohio Railroad Co., 1 * 3 4 it was decided that the 
situs of rolling stock may be fixed in whatever locality such property may be 
brought and used by its owner by the law of the place where it is found. In this 
particular case the right of Virginia to tax the rolling stock of the Baltimore and 
Ohio Railroad Company was not allowed on the ground that the Virginia law had 
application only to domestic corporations. But in respect to the general right of 
a State to tax tho rolling stock of foreign corporations employed within its limits, 
the court said that “ it would certainly be competent and legitimate for tho State 
to impose upon such property, thus used and employed, its fair share of the bur¬ 
dens of taxation imposed upon other similar property used in the like way by its 
own citizens.” 

In the State railroad freight tax cases, 3 the court, referring to tho principle of 
mooilia personam sequuntur, says that “it may be doubted very reasonably 
whether such a rule can be applied to a railroad corporation as between the dif¬ 
ferent localities embraced by its line of 1 oad; * * * the rule is merely the law 
of the State which recognizes it * * * [and] therefore, subject to legislative 
repeal.” In Baltimore .n d Ohio Railroad Co. p. Allen, 4 it was held that in 
the case of a leased line, rolling stock used thereon has its situs there. In Pull¬ 
man Palace Car Co. v. Twombly/ it was decided that cars used on a rail¬ 
road, and owned by a nonresident of any State in which they are employed, are 
not exempt from taxation in that State by reason of their being instrumentalities 
used exclusively for interstate commerce. 

From these decisions it will be seen that the power of the States to tax rolling 
stock used at all within their borders is not subject to narrow restrictions. The 
right to do this upon a pro rata mileage basis in the case of companies engaged in 
interstate commerce is undisputed; and State practice, as already indicated, is 
following this plan. 

The rule as to vessels engaged in foreign or interstate commerce is, that their 
situs for purposes of taxation is their home port of registry, or if unregistered, 
the residence of their owner. 8 Somewhat analogous is the Pennsylvania decision 7 
that corporate property like barges, dredges etc., without permanent location in 
any place, is taxable only in the State of the corporation’s domicile. 

2. Interstate taxation of corporate securities.—The second x>hase of the double 
taxation of the same class of subjects by competing authorities is the interstate 
taxation of corporate securities. The evils resulting from double taxation of 
this character have been so generally recognized as to call for express legislation 
on the subject in a number of instances. In New York the law of 1880 (chap. 
42) provided for the taxation of corporations on their entire capital stock. In 
1885 this was bo amended as to extend only to that portion of the capital stock 
employed in business within the State. A court decision 8 in 1887, however, on 
the basis of the law of 1880, held that the entire capital stock, and not the portion 
of it employed within the State, was the legal measure of business done within 
the State. Subsequent legislation came around to the principle of the law of 
1885 for both foreign and domestic corporations. 

In Pennsylvania the practice has uniformly been that of taxing only that por¬ 
tion of the capital stock represented by business done in the State. This was 
given judicial sanction in Commonwealth v. Standard Oil Co., where it was held 


1 Pierre on Railroads. 

*127 1! K., 117. 

3 »2l!.H.,C07. 

«22 Fed. Rep., 376. 

fl 29 Fed. Rep., 658. 

c Hays v. Pacific Mail Steamship Co. (17 Howard, 596). 

’Commonwealth v. American Dredging Co. (122 Pa., 886). 

“People v. Horn Silver Mining Co. (105 N. Y„ 76). 
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that the power of taxation is limited to subjects within the jurisdiction of the 
state, and that the laws of the State were not intended to tax the entire capital 
stock of a foreign corporation, “ but to tax the property of such company, that 
is, its capital stock, to the extent that it brings such property within the State in 
tne transaction or its business.” In the case of transportation companies this 
has generally been determined upon a mileage basis. The validity of this method 
as applied in Pennsylvania was affirmed in Erie Railway Co. v. Pa., 1 and again 
m Pullman Palace Car Co., 2 where it was held that the capital stock of a trans¬ 
portation company, represented by its equipment used interchangeably within 
and without a State, is taxable upon a pro-rata mileage basis. 

Tim same conclusion had already been reached at a much earlier date in Minot 
v. P. W. & B. R. R. Co. / where it was held that the taxation of capital stock on 
the pro-rata mileage basis is “a rule which, though an arbitrary one, is approx¬ 
imately just, at any rate is one which the legislature of Delaware was at liberty 
to adopt.” J 

In Connecticut, where both capital stock and indebtedness are taxable, trans¬ 
portation companies are assessed upon the proportional mileage basis: and in 
Massachusetts, where the corporation tax law generally applies to entire capital 


i lie application or this method m the taxation of telegraph companies has been 
upheld in the United States Supreme Court 4 as analogous toits use in the case of 
railroads. Upon the whole, the method lias been quite satisfactory in avoiding 
interstate complications, though from the standpoint of justice in apportionment 
a ton-mileage basis might prove preferable in the case of railroads. Administra¬ 
tive difficulties might, however, counterbalance any advantages from this source. 
In the case of telephone companies, the number of instruments in use has already 
been adopted in certain cases, as not only the more just method, but the most 
practicable from the administrative standpoint. 

Just at present the practical usefulness of the method in its application to the 
taxation of express companies, as provided for in the laws of several States, is 
being threatened in a contention which is now pending in the Federal court in 
Indianapolis, and which is likely to reach the United States Supreme Court for 
final determination. One of the express companies operating in Indiana claims 
that under the Indiana law of 1893. providing for the taxation of these companies, 
the State board of tax commissioners, in arriving at the value of capital stock 
subject to taxation, shall take into consideration " its entire mileage—ocean, lake, 
and river, foreign and domestic,” and that this valuation shall be that proportion 
of the aggregate value which the length of its lines and routes within the State of 
Indiana hears to the whole length of the lines and routesof the company—ocean, 
lake, and river, foreign and domestic.' Should this contention he upheld by the 
courts, the taxable value would be so materially reduced as to afford a very insig¬ 
nificant revenue. A more explicit statement in the law, as to what is meant by 
“such lines or routes as are outside the State of Indiana,” might have avoided 
this difficulty. 

In certain States, as in Illinois, the endoavor to avoid the repeated State taxa¬ 
tion of capital stock lias resulted in the exemption of the capital stock of foreign 
corporations on the presumption that they have already been taxed on their cap¬ 
ital stock in tlie State of their domicile. ’ In other States, as in Rhode Island, 
shares of stock in a corporation are not taxable when the corporation is liable to 
taxation ill another State; in Vermont the law goes even further and provides 
that shares in a corporation shall not be taxed when either that corporation or 
the holders of shares in that corporation are taxed in another State. 

One of the phases of the interstate taxation of corporate capital, which was 
referred to in an earlier chapter, is the question of the taxation by a State of 
that portion of a corporation’s capital stock and bonded debt which is held by 
nonresidents of that State. On this question the Supreme Court of the United 
States has made a distinction between bonds and shares of stock which has been 
fruitful of many difficulties in the State taxation of corporate bonded debt. 

So far as concerns the taxation of capital stock or of shares of the same, the 
United States courts have uniformly maintained, in line with the decision in the 
Delaware Railroad tax case, that a State tax on shares of stock, even though 


1 21 Wall.. 192. 

■Ml IT.s.. is. 

•18 Wall., 492. 

•Western Union Telegraph Co. «. Mass. (125XT.S.,630). 

6 Biennial Report of State Board of Tax Commissioners of Indiana, 1899. A recent letter (Fcb.l, 
1901) from the auditor of State gives the information that the case has made very slow progress. Ho 
states that it is the intention of the State to contest for its rights, even if it is necessary to go to the 
United States Supreme Court. 
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held by nonresidents of a State, is a tax on the corporation and not on the stock¬ 
holder, and is therefore valid. In New Orleans v. Houston 1 it was further 
held that the assessment of a tax upon the shares of holders appearing on the 
books of a company, which the company is required to pay irrespective of any 
dividends or profits payable to the shareholder out of which it might repay itself, 
is substantially & tax upon the corporation itself. In United States v. Railroad 
Company, 2 however, the court hela that a tax on dividend.s or interest paid by a 
corporation is a tax on the income of the stockholder or the bondholder and not on 
the income of the corporation. The state of the law in the taxation of capital 
stock (or of the shares constituting that capital stock), therefore, is that capi¬ 
tal stock may be taxed by a State regardless of the residence of the holders of 
shares. 

The legal status of a tax on bonded debt (or, as the courts would say, on the 
bonds which constitute it) has been quite different. Here it has been held that 
a State can not tax the bonds of a corporation held by nonresidents, on the 
ground that bonds are debts owed by a corporation, the property of its creditors, 
and therefore taxable only in the State of the domicile of those creditors. 3 In 
Bells Gap Railroad Company v. Commonwealth, 4 as distinguished from the deci¬ 
sion in New Orleans v. Houston, the court decided that a tax on bonds, though 
paid by the corporation, “is a taxon the bondholder and noton the corporation,'’ 
in which the matter of collection was simply a matter of convenience. 

It is difficult to see, from the economic standpoint, why bonds should be treated 
differently from stocks in the matter of taxation. From this point of view the 
early Pennsylvania decision in Maltby v. Reading and Columbus Railroad Com¬ 
pany 5 would seem to have the sounder basis. In this case the court says: 
“ Corporate stocks are property- here though owned beyond our jurisdiction. 
* * * But loans are not stocks, and yet the loans and stock of a railroad com¬ 
pany resemble each other in many respects. Both are subscribed under the 
authority of a special law, and both are so far capital that they are employed for 
the same general purpose. The certificate of stock * * * is mere paper 
evidence of property existing here. * * A ' Is the bond * * * anything 
more? * * * It is founded upon and derives its value from a mortgage, but 
that mortgage is here, and the franchises and properties which the mortgage 
binds are here within our jurisdiction. * * * Now, although loans and stocks 
are distinguishable for many purposes, yet the legislature created no very great 
solecism in treating loans as taxable property within our jurisdiction. * * * 
Corporate loans, though in some sense mere debts, are like moneys at interest, 
taxable as property.” 

If, however, tho decision of the United States Supreme Court in Savings 
Society v. Multnomah County 4 * should bo hold to apply to corporate bonds as well 
as to individual mortgages, the forme’- attitude of the court will have been 
reversed. 1 

But leaving the Multnomah County case out of consideration, the course of the 
Supreme Court has not been entirely consistent. In Railroad Company v. Col¬ 
lector, 8 a case which arose over the Federal revenue law of 1864 taxing dividends, 
coupons, etc., the court held that the law was not invalid because under its pro¬ 
visions the tax was withheld from the dividends and interest of stockholders and 
bondholders not residing in this country. The same decision was reached in 
U. S. v. Erie Railway Co. 9 10 In this case Justice Field points out in a dissenting 
opinion the conflicting nature of the above two decisions with that in U. S. v. 
Railroad Co., 11 * where it was held that such a tax was a tax on the creditor and 
not on the corporation, making the tax under tho law in question, according to the 
opinion arrived at in the case before the court, a tax on nonresident aliens. 

As matters stand, leaving the Multnomah County case still in doubt, the States 
may tax only that portion of a corporation's bonded debt which is held by resi¬ 
dents. Under the Pennsylvania law, as laid down by the courts, 11 the burden of 
proof as to the residence of its bondholders rests with the corporation—-i. e.,cor¬ 
porate loans in the operation of the law are assumed to be held by residents in the 


1 119 U.8.,265. 

2 17 Wall.. 332. 

8 Railroad Co. v Pa. (15 Wall., 300). 

M34U.S..239. 

6 52 Pa., 140 

*169 U.S.,421. 

’Seep.—. 

*100 U.S.,595. 

*106 U. 8., 327. 

10 17 Wall.,322. The wmc general doctrine Is to lie found In Haight v. R. R.Co. (0 Wall., 15),and in 
R. R. Co.t*. Jackson (7 Wall.,262). 

11 Commonwealth v. Lehigh Valley It. R. Co. (129 l*a.,429). 
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absence of proof to tlie contrary. This advantage is more than counterbalanced, 
however, by tho disadvantage under which the State is placed in the collection 
of the tax on resident holders of bonds in a foreign corporation; for the courts of 
the State have held that a State can not, consistently with the Constitution of the 
United States, impose upon a foreign corporation, when paying the interest on its 
bonds in another State, the duty of deducting from the interest paid out, the 
amount assessed upon that portion of the bonded capital held by residents of the 
first-mentioned State. 1 

Should future developments along the line of tho Multnomah County case fail 
to solve these difficulties, there still remains a way of partially avoiding them by 
adopting the practice of Connecticut in tho matter. There transportation com¬ 
panies are taxed on a valuation equal to such portion of the market value of the 
capital stock and debt as is, in the economic sense, employed in business within the 
State. In tho case of railroads this is determined upon a pro rata mileage basis. 

3. Interstate taxation of receipts.—The interstate taxation of corporate 
receipts, earnings, or income is another phase of the doublo taxation of the same 
class of subjects by competing authorities. This question has received consider¬ 
able attention at the hands of the United States courts. Tho first case of impor¬ 
tance arose in 1872 over the Pennsylvania law laying a tax on merchandise 
according to tonnage. In this case' 2 it was decided that any State tax upon 
freight taken up in one State to bo carried into another State is an interference 
with interstate commerce, and is therefore unconstitutional. In the same year it 
was decided in another case ' that a State tax on the gross receipts of a railway is 
not unconstitutional, oven though those receipts accrue in part from freights for 
transportation from State to State. Although the company which was thus taxed 
was a domestic corporation, it does not appear on the face of tho decision that 
the court was desirous of making any express distinction between domestic and 
foreign corporations. The court says: “ While it must be conceded’ that a tax 
upon interstate transportation is invalid, there seems to bo no stronger reason for 
denying the power of a State to tax the fruits of such transportation after they 
have become intermingled with the general property of tho carrier than there is 
for denying her power to tax goods which have been imported after their original 
package has been broken and after 1'iey have been mixed with the mass of per¬ 
sonal property in the country.” In the present case “the tax is laid upon the 
gross receipts of the company; laid upon a fund which has become the property 
of the company, and possibly expended in improvements or put out at interest.” 

Had tho decision reached in this case, at least in its probable implication, been 
followed in subsequent cases tho present difficulties which are constantly arising 
when a State seeks to lay a tax upon the gross receipts of a foreign coiqioration 
from business other than that transacted wholly within that Stato would have 
been avoided; but a narrower interpretation has since been put upon this decision 
by the Supreme Court. In a later case 1 * 5 it was held that a tax on the gross 
receipts of a foreign corporation is unconstitutional if those receipts are in part 
the proceeds of interstate traffic. In the decision it was stated that in the earlier 
case the tax was upheld because the company in the controversy was a domestic 
corporation, and that, therefore, the tax was a franchise tax. In Philadelphia 
ana Southern Steamship Company'' the same ground wa.> taken; but it was fur¬ 
ther held that the decision in the Railway Gross Receipts Tax Case was legally 
unsound in so far as it was based on the analogy of goods removed from the 
original package (as held in Brown t\ Maryland, 12 Wheat., 419). Other later 
decisions take the same ground. 

In a more recent case, 6 decided in 1891, the Maine tax was upheld on the old 
ground that the tax was a franchise tax, the real party in the litigation being a 
domestic corporation. 1 It was implied in the decision, however, that the distinc¬ 
tion between domestic and foreign corporations is not an absolutely necessary 
one. Judge Field, in delivering the opinion of the court, said: 

“ Tlie privilege of exercising tho franchises of a corporation within a State is 
generally one of value, and often of great value, and the subject of earnest con¬ 
tention. It is natural, therefore, that the corporation should be made to pay some 
proportion of the burdens of the government. As the granting of tho privilege 
rests entirely within the discretion of the State, whether the corporation be of 


I New York, Lake Erie & Western R. R. Co. r. Pa. (153 Pa., 028). 

2 State Freight Tax (15 Wall., 232). 

II State Tax on Railway Gross Receipts (15 Wall., 28-1). 

«Fargo v. Michigan (121 U. 8., 230). 

5 122 U. 8., 326. 

'Maine v. Grand Trunk Railway Company (142 U. 8., 217). 
’The Atlantic and St. Lawrence Railroad Company. 
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domestic or foreign origin, it may be conferred upon such conditions,pecuniary 
or otherwise, as the State in its judgment may deem most conducive to its inter¬ 
est or policy. It may require the payment into its treasury each year of a specific 
sum, or may apportion the amount exacted according to the value of the business 
permitted, as disclosed by its gains or receipts of the present or past years. The 
character of the tax or its validity is not determined by the mode adopted in fixing 
its amount for any specific period or the times of its payment. The whole field 
of inquiry jnto the extent or revenue from sources at the command of the corpora¬ 
tion is open to the consideration of the State in determining wliat may be justly 
exacted for the privilege. The rule of apportioning the charge to the receipts of 
the business would seem to he eminently reasonable, and likely to produce the 
most satisfactory results both to the State and the corporation taxed.” 

Whether telegraphic messages may be considered the subjects of interstate com¬ 
merce might at first be questioned. * Such, however, is in effect the burden of the 
decisions of the United States Supreme Court. These companies are in respect to 
the taxation of their receipts subject to substantially the same provisions as rail¬ 
roads. According to the decision in Telegraph Company v. Texas, 1 any telegraph 
company accepting the provisions of Title 65, United States Revised Statutes, 
becomes an agent of the United States as regards Government business; and any 
State law imposing a tax on messages is void, both as to Government messages and 
to messages sent out of the State. In Ratterman v. Western Union Telegraph Com¬ 
pany, 1 a decision of general application to transportation companies was reached, 
to the effect that though a tax on gross receipts from both intrastate and interstate 
commerce is invalid, the tax is valid so far as it applies to the intrastate portion of 
those receipts. 

To sum up, the legal status of the gross-receipts tax is substantially as follows: 
Domestic corporations may be taxed on their gross receipts regardless of the source 
of those receipts, provided they are not entirely the proceeds of interstate com¬ 
merce. Foreign corporations may be taxed only on the intrastate portion of their 
receipts. The distinction from the legal standjioint arises out of the fact that in 
the former case the tax is a tax on franchise, and in the latter case a tax on busi¬ 
ness—i. e., a tax on interstate traffic—which is in violation of the interstate com¬ 
merce clause in the Federal Constitution. 

The receipts of the large transportation companies are to a large extent the 
proceeds of interstate traffic. Any transportation tax system which confines the 
incidence of a tax to purely intrastate receipts is in the main an inadequate one. 
As we have just seen, however, such is the necessary practice in the taxation of 
foreign corporations. As concerns the taxation of net income, it is probable that 
the question of the validity of such a tax would be determined upon different 
grounds. 

0. DOUBLE TAXATION OF CORPORATION AND SECURITY HOLDER. 

The simultaneous taxation of both corporation and security holder is one which 
may arise under competing authorities as well as under the same jurisdiction. It 
is a problem which may not be viewed from the standpoint of single groups of 
corporations (e.g.,transportation companies, manufacturing corporations, etc.); 
from any ultimate point of view it must comprehend the entire field of invest¬ 
ments. To tax both corporation and security holder, when a tax on investments 
is general, is clearly double taxation; but when a tax applies only to a special 
class of investments, the question can not be decided without examining into the 
incidence of the tax. Professor Seligman says on this point: 

“If only one class of corporations is taxed, the purchaser of these corporate 
securities will escape taxation, because the amount of the tax is discounted in the 
depreciation of the security. For, let us suppose that a corporation previously 
untaxed has been paying 5 per cent dividends on its stock quoted at par. If a 
special tax of 10 per cent be imposed on these dividends, the stockholders will get 
only 4$ per cent. But since by the supposition other classes of corporations, or 
at all events other noncorporate investments, are not taxed, the price of the stock 
will fall to 90. People who can get 5 per cent on their capital will not ordinarily 
consent to take per cent. The original holders of the stock will indeed lose, 
but the new purchasers will not be affected, because the tax is capitalized and 
leads to a depreciation of the capital value of the stock. A dividend of $4.50 on 
stock costing $90 is as good as one of $5 on stock costing $100. A tax levied only 
on corporate profits, or only on some special classes of cor])orations, does not affect 
any one but those who become stockholders before the imposition of the tax. To 


105 U. 8., 460. 


*127 U.S., 411. 
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tax the new purchaser on his security would not in such a case involve unjust 
double taxation. 

“There is one other condition under which the simultaneous taxation of the 
corporation and the security holder is not unjust. In the case of a stockholder 
we nave seen that if the tax is general, it is unjust to tax both the corporation 
and the stockholder. In the case of a bondholder this would ordinarily be true, 
when the income tax on the corporation is, for instance, deducted from the interest 
of the bondholder as well as from the dividends of the stockholder. In some cases, 
however, it happens that the corporation is willing to assume the tax as a whole, 
and to count the tax among its fixed charges, declaring the coupons free from tax. 
In such a case it is really the stockholders who pay; for the interest on the bonds 
is fixed, and what is not deducted from the interest must be paid out of the sur¬ 
plus earnings, which would otherwise ultimately go to the stockholders. The 
bondholders are not reached at all by such a tax, except in the very indirect way 
that they may be exposed to an ultimate diminution in the security of their lien. 
But the tax as such does not strike them at all; their property or income in the 
corporate bonds goes scot free. An additional tax upon the bondholder would 
thus really not involve any injustice to them. Here, as well as in the preceding 
case, a study of the real incidence of tho tax becomes important. What is 
apparently double taxation may turn out not to be such.” 1 * 

Where, however, the practice of taxing all forms of business enterprises up to 
the limits set by their earning capacity prevails, an additional tax upon security 
holders would be unjust, upon the ground that the direct taxation of the total 
investment had already reached the taxable capacity of the individual sharers in 
that investment. 

To tho tax administrator, however, tho fact which has greatest weight against 
the taxation of securities is the practical impossibility of reaching those securities 
for purposes of taxation. It would lie needless to dilate upon the causes or character 
of this difficulty. It will be sufficient to state that the most prominent of tho obsta¬ 
cles which arise in the administration of the general property tax spring from 
this source. The experience of all the States has made it clear that “property 
of this character will go into hiding, and that no penalties will prove sufficient to 
bring it out.” 

In State practice the status of the taxation of corporation and security holder 
is a variable one. In Arizona and California, statute provision expressly declares 
this to be double taxation and forbids the practice; and in many other States the 
practice has been guarded against either by statute or by judicial interpretation. 
In Pennsylvania the attitude of the courts has changed since the earliest decisions 
on the subject were arrived at. In Lycoming County v. Gamble,* it was held 
that “ shares of stock and the capital stock of a corporation are distinct and dif¬ 
ferent things,” and that, therefore, both were taxable. In Whitesell v. Northamp¬ 
ton County, 3 it was decided that “the corporation, as an artificial person, is 
taxable, and * * * the stockholders are also taxable personally for the shares 
of stock individually held by them.” In Pittsburg, Fort Wayne and Chicago 
Railway v. Common'wealth 4 it was held that “ double taxation is not unlawful in 
Pennsylvania.” But the tendency of the court on the question has changed. In 
Commonwealth v. Fall Brook Coal Company, 5 for instance, the court held that 
“ a tax upon the capital stock in the hands of a corporation and a tax upon the 
owners of the parts or shares into which the capital stock is divided, upon their 
respective holdings, is double taxation, and will not be supported except by express 
enactment.” And further, “ where a railroad company has paid a tax upon its 
capital stock under the acts of 1889 and 1801, its shares are not taxable in the 
hands of their holders. Pennsylvania practice is now in line with this decision. 
In the early practice of Tennessee, as laid down in Memphis v. Ensley, 6 a tax on 
the corporation did not preclude the taxation of the security holder also. The 
courts subsequently abandoned that position. The same change, either through 
statute provision or judicial decision, has taken place in a number of other States; 
as, for instance, in Indiana and in Illinois (State banks excepted.) 

In some States, on the other hand, double taxation of this type is still sanc¬ 
tioned. Iowa and Missouri, for instance, follow this plan, though making an 


i Seligman, Essays in Taxation, p. 105. For a full discussion of the question, see the same author’s 
work on The Shifting and Incidence of Taxation. 

M7 Penna., 106. 

8 49 Penna.,526. 

4 06 Penna.,73. 

6166 Penna.,488. 

®0 Baxter, 553. 
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exception of manufacturing corporations, as do Louisiana, Maine, North Caro¬ 
lina, Wyoming, and other States with corporations generally. 

Some States apply different rules to different corporations. Vermont, for 
instance, expressly exempts railroad stocks, and Kentucky stocks in telegraph, 
telephone, and express companies. Then, too, in some States (e. g., Louisiana, 
Maine, Minnesota, Kansas, and Rhode Island) certain property deductions are 
made in determining the taxable value of shares. 

In Massachusetts a distinction is made between domestic and foreign corpora¬ 
tions. The former nay a tax on capital stock as a whole, and shareholders are 
exempt. Resident shareholders in the latter are, as far as possible, assessed and 
taxed by the local tax officers. The Massachusetts t^x commission of 1807 made 
the following comment on this system. 

* * # <• jf all the States followed the Massachusetts method in taxing cor¬ 
porations and securities, it is evident that throughout the country all shares 
owned by persons living outside the State where the corporation was chartered 
would be doubly taxed; taxed first to the corporation in the State where organ¬ 
ized, taxed second to every owner who lived outside that State. The Common¬ 
wealth by its own corporation tax has estopped itself from denying that its 
system of taxing shares involves double taxation.' 

The courts of the United States were at first very leniently inclined in their 
decisions toward the double taxation of corporation and security holder; but that 
ground lias since been abandoned. In Tennessee v. Whitworth, 2 the Supreme 
Court held that double taxation is not to be presumed in the absence of special 
statutory provision to that effect. In New Orleans v. Houston, 3 the court held 
that a tax on the holdings of shareholders paid by a corporation, irrespective of 
the dividends payable to the shareholders, is substantially a tax upon the corpora¬ 
tion itself; and again, in the same case. “ It is well settled by the decisions of this 
court, that the property of shareholders in their shares, and the property of the 
corporation in its capital stock, are distinct property interests;’’ but the right to 
tax both is not to be presumed unless such “is the legislative intent, clearly 
expressed.’’ 

As regards the simultaneous taxation of bonds and of bonded debt, the United 
States Supreme Court, it will be remembered, has uniformly held (atleast up to the 
Multnomah County case) that a tax on bonds, even when paid by the corporation, 
is a tax on the bondholder and not on the corporation. This principle is followed 
in the laws of Maryland and Pennsylvania. In Connecticut, on the other hand, 
where the tax is levied against the corporation on a valuation equal to the value 
of the capital stock and indebtedness, a tax on bonds, assessed against bondhold¬ 
ers, has been declared not to involve double taxation. 

The solution of the problem of how to tax securities is as involved as it is 
important. Upon the surface, the most practicable plan should appear to be the 
abandonment of the attempt to tax property of this type, and in its stead the fol¬ 
lowing out of a plan to tax the corporation directly to the full extent of its tax¬ 
able capacity. 4 


'Report of Massachusetts tux commission of 1897,p.79. 

2117 U.8.,136. 

3119 IJ.S:,265. 

'The discussion of this question by the Massachusetts Tax Commission of 1897, is eminently sane 
Among other things, the Commission says: “ It is a large and difficult question of public policy and 
public expediency. It arises not only as to shares, but as to bonds, as to loans on the pledge of prop¬ 
erty outside the State, as to securities of various sorts. In our great federal union, with a Govern¬ 
ment partly national, partly State, we find vast masses of property owned wholly or in part, directly 
or indirectly, by persons living outside the State where the property is situated. In justice to 
individuals,’in comity toward sister States, in the practical administration of the tax system, what 
should be our general position as to such property ? * * * 

“We are not prepared to recommend the entire exemption from all taxation of foreign stocks and 
other securities, but we are unhesitatingly of opinion that the present method of taxing them is bad 
in principle as well as ineffective in practice. * * * 

“ We believe that the proposed system of rigid enforcement by State assessment would not accom¬ 
plish its object, and that, quite apart from the desirability of the end proposed, the result would be 
fruitless and disappointing. * * * 

“ Wc can not conceive a system more demoralizing to the taxpayers, than that for collecting on secur¬ 
ities, by rigid sworn returns, taxes of the present sort at the present rate. * * * 

“The problem Is, bow to discover methods which are not punitive and of double effect in their 
mode of levy, which are practicable and smooth-working In their administration, and which shall 
secure as near an approach to justice as is attainable in view of the complex ownership of property in 
modem times.” (Report of Massachusetts Tax Commission of 1897, p.80, et scq.) 




TAXATION OF TRANSPORTATION COMPANIES. 


1045 


Chapter IV. 

SUMMARY OF EXISTING LEGISLATION. 


A. RAILROAD COMPANIES. 

Of the 48 States and Territories; the tax systems of which have been outlined 
in the foregoing statements, 34 levy taxes on the basis of a cash valuation 1 ot prop¬ 
erty, or of property and franchise, as determined by a State board of assessment. 
In three cases (Ohio, Mississippi, and Virginia) this tax is supplemented by taxes 
on receipts, and in one case (Vermont) it is alternative with a tax on receipts. 

Twelve States levy taxes determined on the basis of gross receipts. 4 In six 8 of 
those States this tax is only supplementary to a tax levied on some other basis, 
and in one (Vermont) it is alternative with a tax on the cash valuation of property 
and franchise. In the remaining five States the tax on gross receipts is the main 
feature of the system. It might be added that in Vermont, where this tax is 
alternative with another system, railroad companies actually pay the tax on the 
basis of gross receipts. 

New York levies a tax on capital stock according to dividends, supplemented 
by a tax on gross receipts. 

Massachusetts levies a tax on capital stock at its market value, with deductions 
for property locally taxed. 

Pennsylvania levies a tax on capital stock and bonded debt, supplemented by a 
tax on gross receipts. 

Connecticut levies a tax on capital stock and total indebtedness. 

Delaware levies a tax on capital stock, supplemented by a net earnings tax, a 
tax on passengers, and a specific tax on cars and locomotives. 

The net earnings tax, as applied to railroads, is to be found in but a single 
State (Delaware), and there only as a feature of a wider system. 

Three States and one Territory (Oregon, Rhode Island, Texas, and New Mexico) 
still cling to the primitive system of the general property tax, as applied to the 
taxation of individuals. In Texas, however, there is an additional State tax on 
gross receipts. 

In those cases where franchises are taxed, capital stock, earnings, and indebted¬ 
ness are considered, in different States according to different rules, in arriving at 
a cash valuation upon which to assess the tax. 

AH of the more progressive States have abandoned mere property valuation as 
the basis for the taxation of their transportation companies. 

Generally, railroad property not used for railroad purposes or not situated on 
the main stem is locally taxed in the same manner and at the same rate as the 
property of individuals. 

Where railroad property is equalized or assessed by State officials and the tax 
is computed and collected locally, the average value per mile of road is determined 
for each company. The value of the railroad property in any particular tax dis¬ 
trict is then determined on a pro rata mileage basis, and the tax is levied at the 
usual rate for State and local purposes. 

Where taxes are levied on capital stock, debt, earnings, or rolling stock, and 
usually where levied on cash valuation of property, railroads partly within and 
partly outside of a State are assessed on the portion determined by the ratio of 
mileage of line within the State to total mileage of line. 

B. TELEGRAPH COMPANIES. 


Of those States where express provision is made for the taxation of these com¬ 
panies by State authorities, 27 levy a tax on cash valuation of line. Of these, 
California, Connecticut, Delaware, North Dakota, and Wisconsin arrive at this 
valuation on the basis of a certain fixed value per mile of wire; Idaho, Kansas, 
Louisiana, Michigan, Nebraska, New Hampshire, North Carolina, Oklahoma, 
South Carolina, South Dakota, Washington, and Virginia levy the tax on property 
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valuation, generally determined on the mileage basis; Colorado, Florida, Iowa, 
Mississippi, Missouri, Tennessee, Utah, Vermont, and Wyoming levy the tax on a 
valuation of property and franchise. In Vermont this is alternative with a tax 
on gross receipts. Ohio levies a tax on cash valuation of line, which is virtually 
a capitalization of earning capacity (earnings are capitalized at 0 per cent). 

In 18 States' these companies pay a tax on gross receipts. In Louisiana, New 
Jersey, and Virginia this is called a “ license tax.” In West Virginia it is appli¬ 
cable only to foreign corporations. In Texas the tax is on the proceeds of separate 
messages. 

In five States, Alabama, Mississippi. Montana, Tennessee, and Virginia, specific 
privilege or license taxes are levied. In Alabama and Tennessee this is levied at 
a certain sum per mile of line. This is also the case in Mississippi, except that 
a fixed sum is levied when the length of the line is in excess of 1,000 miles. In 
Montana this is a local tax levied on instruments of transmission. 

In Arkansas, Kentucky, and Illinois, these companies are taxed on capital stock, 
and in Indiana on the capitalized value of capital stock and bonded debt, with 
property deductions. In Massachusetts (so far as concerns domestic corpora¬ 
tions), in New York, and in Pennsylvania the provisions of the general corpora¬ 
tion tax law are applicable. 

In those States where there is no express provision for the taxation of these 
companies the property tax as applied to individuals is in force. 

C. TELEPHONE COMPANIES. 

The laws of 24 States provide for a tax based on cash valuation of property or 
of property and franchise. In California, Connecticut, and Delaware this valua¬ 
tion is determined upon a mileage basis. In Connecticut a valuation set on 
instruments is included. In Colorado, Kansas. Maine, Michigan, New Hamp¬ 
shire, South Dakota, and Virginia this valuation is a valuation of property 
generally determined upon a mileage basis. In Iowa, Tennessee, Utah, and 
Washington the tax is levied on the valuation of property and franchise. In 
Mississippi the valuation is graded according to the number of subscribers, and 
in Ohio it is a valuation determined upon the basis of earning capacity, as in the 
case of telegraph companies. 

Thirteen States''levy a taxon gross receipts. In Louisiana and New Jersey 
this is called a “ license tax." 

In Florida, Georgia, Montana, Tennessee, Texas, and Virginia license taxes are 
levied on these companies. In Florida this is a graded tax based on the amount 
of capital stock. In Montana and Virginia it is levied on instruments. In Texas 
it takes the form of a specific annual sum to the counties. In Georgia there is a 
tax on instruments in addition to the annual license tax. 

In Indiana these companies are taxed on a capitalized value of stock and bonds, 
and in Illinois on the basis of capital stock. 

In Massachusetts, New York, and Pennsylvania these companies are subject to 
the provisions of that tax. In those States where the taxation of these companies 
is not the subject of express provision the general property tax applies. 

D. EXPRESS COMPANIES. 

In 19 States" these companies are taxed on their gross receipts. In Louisiana 
and New Jersey this is called a “ license tax.” In West Virginia the tax applies 
only to foreign corporations. In New Mexico it amounts practically to a tax on 
net receipts. In a number of these States, also, the tax is supplemented by the 
usual property tax, general corporation tax. or franchise tax. 

In eight States—Iowa, Louisiana, Missouri, North Carolina, Ohio, South Caro¬ 
lina, South Dakota, and Virginia—a tax on each cash valuation is provided for. 
In Missouri the valuation is upon property and franchise; in Ohio upon capitalized 
earnings; in South Dakota earnings are taken into consideration, and in Virginia 
the valuation is on property. 

Florida, Mississippi, and Virginia levy specific license taxes, and North Dakota 
a license tax graded according to population. Tennessee levies a privilege tax 
based on the mileage over which business is done. 


1 Delaware, Georgia, Louisiana, Maryland, New Jersey, New York, North Carolina, Ohio Pennsyl¬ 
vania, Rhode Island, Vermont, Virginia, and West Virginia. 

*A]abama, Delaware, Louisiana, Maryland, Minnesota, New Jersey, New York, North Carolina, 
Ohio, Pennsylvania, Rhode Island, Vermont, and Wisconsin. 

a Connecticut, Delaware, Georgia, Louisiana, Maine, Maryland, Michigan, Minnesota, Missouri, New 
Jersey, New Mexico, New York, North Carolina, Ohio, Rhode Island, Texas, Vermont, Virginia, and 
West Virginia. 
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Arkansas, Illinois, Nebraska, and Wisconsin tax these companies on capital 
stock, and Indiana and Iowa on the capitalized value of stock and bonds. In 
those States where there are general corporation tax laws these companies are 
taxed under the provisions of those laws. 

In the other States and Territories these companies are taxed under the general 
property tax in the same manner as individuals. 

E. SLEEPING, PARLOR. AND DINING CAR COMPANIES. 

These companies are taxed in 10 States 1 on gross receipts. In New Jersey the 
tax is termed a “licensed tax.’’ 

Alabama, Arkansas, Georgia, Iowa, Louisiana, Missouri, Nebraska, North 
Carolina, South Carolina, South Dakota, Tennessee, Utah, and Wyoming levy 
a tax on cash valuation of cars employed within their boundaries. In South 
Dakota earnings are taken into consideration in determining the valuation. 

Arkansas, Illinois, Kentucky, Ohio, Texas, Virginia, and Wisconsin tax these 
companies on their capital stock; Indiana at the capitalized value of stock and 
bonds, and New York, Pennsylvania, and Massachusetts (so far as concerns 
domestic corporations) under the general corporation tax laws of those States. 

Delaware levies a license tax on the Pullman Company; Mississippi, a specific 
privilege tax in addition to a privilege tax on a mileage basis; and Tennessee, a 
specific privilege tax. 

In the other States and Territories these companies, when taxed at all, are 
taxed on their property in the same manner as individuals. 

F. FREIGHT LINE AND EQUIPMENT COMPANIES. 

In Maryland. Michigan, New York, Pennsylvania, and Vermont these com¬ 
panies are taxed on gross receipts. In Vermont the tax is alternative with a tax 
on property and franchise. 

Minnesota, Ohio, and Wisconsin tax these companies on capital stock. In Mas¬ 
sachusetts (so far as concerns domestic corporations), New York, and Pennsylva¬ 
nia the general corporation tax laws have application. 

In New Jersey these companies are taxed on a cash valuation of their property, 
including rolling stock, anu in Vermont a tax on property and franchise iB alter¬ 
native with the tax on gross receipts. 

In the other States and Territories those companies, when taxed at all, are taxed 
on their property in the same manner as individuals. 

' G. NAVIGATION COMPANIES. 

Those companies are in general taxed on the value of their water craft and 
other property. In certain States, however, specific provision is made for their 
taxation, either complementary to or as a substitute for the tax on property. 

In Virginia these companies are taxed on their net earnings. In Delaware 
canal companies are taxed on their net earnings, and all navigation companies 
are subject to the provisions of the passenger tax law. In Rhode Island vessels 
engaged in foreign trade are subject to a net earnings tax, as are vessels in gen¬ 
eral in Connecticut. In Kentucky navigation companies are subject to the usual 
corporate franchise tax. In Georgia a license tax is levied on steamboat compa¬ 
nies, and in Florida a license tax on tonnage of vessels. Maine and Minnesota 
also levy taxes on tonnage. In Illinois navigation companies, and in Virginia and 
New Jersey canal companies, are taxed in the same manner as railroad compa¬ 
nies are taxed in those States. Maryland, New York, Pennsylvania, and Ver¬ 
mont tax navigation companies on gross receipts. In Vermont this tax is 
alternative with a tax on property and franchise, and in New York and Pennsyl¬ 
vania it is supplementary to the general corporation tax. In Massachusetts 
domestic companies are taxed under the corporation tax law. 

North Carolina levies a tax on capital stock, West Virginia on property and 
capital stock, and Missouri varied wharfage taxes in the towns and cities of the 
State. 


iFlorida, Maryland, Michigan, Minnesota, New Jersey, New Mexico, New York, Pennsylvania, 
Texas, and Vermont. 
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H. TAX ON CORPORATE CHARTERS. 

In 27 Commonwealths’ various taxes, under a variety of names, are levied 
upon the incorporation, organization, consolidation, and reorganization of corpo¬ 
rations and upon the increase or decrease of their capital stock. Properly speak¬ 
ing, these charges are not taxes, hut fees paid in return for privileges granted by 
the State. This fact lias been recognized in the legislation of Pennsylvania and 
Rhode Island upon the subject, where the fee is termed a “ bonus on charters,” 
and in several other States, where it is termed “ charter fees,” “ license fees,” or 
“organization fees.” In Connecticut, Michigan, and Texas statute terminology 
confuses it with the tax on franchises, though it is very obviously not a franchise 
tax. 

In several States this levy takes the form of* an annual license charge (e. g., 
Alabama, Vermont, Washington). In Connecticut it applies only to domestic 
corporations doing tlieir main business outside of the State, and in Texas, New 
York, and Vermont to foreign corporations as well as to those of domestic origin. 
In certain States certain specified forms of corporate industry are not subject to 
the general regulations of this character (e. g., bridge, canal, and railroad com¬ 
panies in Pennsylvania and railroad companies in Rhode Island). 


Chapter V. 


CONSTITUTIONAL AND STATUTORY PROVISIONS, BY STATES. 

The constitutional provisions which are summarized in this chapter do not 
indudo all which apply to State and local fiscal relations, but only such as appear 
to have a particular bearing on the making and administration of State laws for 
the aiding of and taxation of transportation companies. These summarized pro¬ 
visions may or may not apply to other classes of persons and property; but neither 
alternative maybe inferred to hold unless express statement is made to that effect. 

In summarizing statute provisions, attention is given chiefly to the taxation of 
railroad companies, with minor reference to telegraph, telephone, express, parlor, 
and sleeping car, freight line and navigation companies. Generally, where trans¬ 
portation companies are subject to direct taxes by the State, shares of stock are 
not assessed to individual holders, so that tax provisions on this subject are not 
digested. 

ALABAMA. 

CONSTITUTIONAL PROVISIONS. 

State aid and internal improvement.— The State shall not engage in works of 
internal improvement, nor lend its money or credit in aid of such; nor shall the 
State be interested in any private or corporate enterprise, nor lend its money or 
credit to any individual, association, or corporation. (Art. IV, sec. 54.) 

Taxes on property .—All taxes on property shall be levied in exact proportion to 
the value thereof. (Art. XI, sec. 1.) 

The property of private corporations, associations, and individuals shall forever 
be taxed at the same rate. (Art. XI, sec. 6.) 

Local aid.— The general assembly shall not have power to authorize any local 
division to lend its credit, grant money or property, or take stock in aid of anv 
corporation or company. (Art. IV, sec. 55.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing , nduation, etc. 2 — Railroad companies are required to make annual 
returns to the State auditor of all property employed in operating their lines. 
Upon the basis of these schedules, the State board of assessment value the railroad 
property “ upon the consideration of what a clear fee simple title thereto would 
sell for under the conditions under which that character of property is most 
usually sold for.” This valuation is then apportioned among the counties upon a 
pro rata mileage basis, for the computation and collection of the tax. 


* Alabama, Colorado, Connecticut, Delaware, Florida, Georgia, Illinois, Kansas, Kentucky, Maine, 
Maryland, Michigan, Minnesota, Missouri, New Hampshire, New Jersey, New York, Ohio, Pennsyl¬ 
vania, Rhode Island, Tennessee, Texas, Utah, Vermont, Virginia, Washington, and West Virginia. 
•Code of 1896, secs. 3964-3973. 
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License tax .—Railroad companies also pay a license tax on gross earnings to 
cover the expenses of the railroad commission. 1 

Local taxation .*—Railroad real estate and personalty not in the right of way 
are locally assessed and taxed. A local tax also is levied on the basis of the valu¬ 
ations apportioned by the State. 

Telegraph companies. 3 

These companies pay to the State an annual privilege tax of $1 per mile of line 
when that line is 150 miles or less in length. Lines of over 150 miles pay at the 
same rate in addition to a specific tax of $500. These taxes are in addition to the 
usual local license and property taxes. 

Telephone Companies. 

These companies (as well as canal, bridge, and ferry companies) pay a tax on 
gross income at the usual property rate. 4 

They are, besides, required to make annual reports of property and receipts, 
upon the basis of which a property valuation is arrived at for purposes of taxa¬ 
tion. 5 

A license tax in towns and cities is levied as follows: In places of 20.000 inhabi¬ 
tants or over, $25; less than 20,000 and more than 10,000, $10; other places, $5. 6 

Long-distance telephone companies report their property and receipts to the 
State auditor. The tax is further administered as in the case of railroads. 6 

Long-distance telephone companies are also required to pay, to the State, 50 
cents per mile of line when that line is 150 miles or less in length; and further, 
all lines of more than 100 miles in length pay the sum of $250. 3 

Sleeping-car companies. 7 

These companies pay the Stato a privilege tax of $1,250, and are taxed in addi¬ 
tion on property in the usual way. 

Other corporations. 8 

Other corporations pay a license tax, graduated according to the amount of paid 
up capital stock. The tax begins witli a rate of $10 upon companies whose paid up 
capital stock is under $10,000, and rises gradually to a tax of $500 upon com¬ 
panies whose capital stock amounts to $1,000,000 or over. 

ARIZONA. 

STATUTE PROVISIONS. 

Railroad companies. 8 

Exemption . h> —Railroads hereafter constructed shall be exempt from taxation 
for a period of 10 years after the passage of this act. 

Listing , valuation, etc— Railroad companies are required to make full annual 
reports of property used in operation to the Territorial board of equalization, 
by whom a valuation is set on’property and franchises. Rolling stock is valued 
on a pro rata mileage basis. The total valuation is apportioned among the coun¬ 
ties for the computation and collection of the usual tax rates. 

Local taxation.— Property other than that of operation is locally assessed and 
taxed. 

Telegraph companies. 11 

These companies are assessed and taxed in the counties at a certain rate per 
mile of line. 

ARKANSAS. 

CONSTITUTIONAL PROVISIONS 

The power to tax corporations and corporate property shall not be surrendered 
nor suspended. (Art. XVI, sec. 7.) 

State aid— The State shall never assume nor pay the indebtedness of any cor¬ 
poration, nor release any corporation from its liabilities to the State. (Art. XII, 
sec. 12.) 

The liability of any railroad or other corporation to the State shall never be 
exchanged nor remitted. (Art. V, sec. 533.) 


i Code of 1896, see. 3489. 7 Ibid., p. 165. 

a Ibid., secs. 8964-3973. 8 Ibid., p. 178. 

8 Laws of 1898-99, p. 169. 9 Revised Statutes of Arizona (1887), par. 2649. 

* Ibid., p. 50. i" Laws of 1899, p. 79. 

6 Ibid., p. 170. «Ibid., par. 2647. 
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Except as herein provided, the State intere8ted in the ***<* 
^TsS^lT.lZTtor its 1 credit foV any purpose whatever. (Art. XVI, 
on property.-Ml property shall he taxed according to its value. (Art. 

XVI, sec. 5.) considered and taxed as personalty. (Art. XVII,sec. 11.) 

Bolling Stock shall h r >- /-Railroads shall make annual reports of their 
Reports: ofra ,Aw public accounts. (Art. XVII, sec. 13.) 

acts and doings to thi audit or ^ stock in, obtain, or grant money for, 

or loan Sfc£ — « in< “ < Art ‘ “• ~ 

5. See also Art. X\ I, sec. 1.) 

STATL'TK provisions. 

Railroad companies. companies are required to return to the see- 

re »Sfi“u ^ the r/ght of way and of rolling 

ffltothW and leased) including a state., 

of the various elements of railroad property. Onth' basis ot these retun s the 
State board of railroad commissioners fix a valuation, which s apport one l 
among the local districts for the computation and collection of the usual piop- 
erty taxes. Bolling stock is valued upon a pro rata mileage basis, in case of 
failure to list, witnesses may be summoned and books, records, etc.,examined. 

hoeal taxation —Real estate and personalty not in the right of way are assessed 
and taxed locally, J A local tax is levied also on the valuation apportioned by 

the State. 

Telegraph, express, and Bleeping-car companies. 

These companies make animal returns to the State. They are taxed upon their 
capital stock (i. e., on a pro rata mileage proportion thereof employed within the 
State). The real and personal property of these companies is taxed where situ¬ 
ated, as is the similar property of telephone companies. 


CALIFORNIA. 


CONSTITUTIONAL PROVISIONS. 

Slate aid— No grant of money or property shall ever be made by the State for 
the benefit of any corporation not exclusively under State control. (Art. IV, 

8e The State shall neither give nor [end, nor authorize the giving or lending of the 
credit of the State to any person, corporation, or association; nor shall tlie State 
subscribe to stock in a corporation. (Art. IV. sec. 31. See also Art XII, sec.13.) 

Taxes on property and franchises.—AH property in the State shall be taxed 
according to its value—franchises, moneys, credits, bonds, stocks, dues, and all 
other property included. (Art. 13, sec. 1.) 0 . 

Lands and improvements thereon shall be separately assessed. ( Art. Id, sec. *.) 

The legislature shall have power to provide for the payment of all taxes on real 
property by installments. (Art. XIII, sec. 7.) , „ .. .. , 1,1 

Tlie franchise, roadway, roadbed, rails, and rolling stock of all railroads shall 
be assessed at their actual value by the State hoard of equalization (provided for 
in sec. 9); which valuation shall he apportioned among the local districts on a 
pro rata mileage basis. (Art. XIII, sec. 10.) , 

Every obligation by which a debt is secured, except as to railroads and quasi¬ 
public corporations, shall he taxed at its value, .and tlie collateral property shall 
be taxed at its value less the value of the obligation. Art. XIII, sec. 4.) 

In comes.—Incomes may he taxed as prescribed by law. (Art. XIII. sec. 11.) 

Railway reports and ammwfs.-The State railroad commissioners shall have 
power to summon persons and papers, and shall prescribe a uniform system or 
railway accounting. (Art. XII, sec. 22.) . . ... 

Local aid.—The State shall not authorize the giving or lending of the credit of 
any county, city, township, etc., to any person, corporation, or association; nor 
shall any local district subscribe to stock in a corporation. (Art. IV, sec. 6 1 .) 


1 Sandclnand Hiir» Digest, (1894), sees. 0466-4476. 

• Ibid., kuo. 6475. 

• Ibid., BUCK. 6455-6467. 



taxation or 


STATUTE PROVISIONS. 

Railroad companies. 

Listing , valuation, etc .'—Railroad companies are required to furnish full sworn 
statements of property, stock, and business. On the basis of this information the 
State board of equalization assesses franchise, roadway, roadbed, rails, and rolling 
stock in the State on a pro rata mileage basis. Franchises derived from the United 
States are exempted from taxation. Upon the valuation arrived at by the board 
of equalization the taxes are levied and collected by the State at the average rate 
of taxes on property in the State. To aid in arriving at valuations, provision is 
made for the summoning of witnesses, corporation records, books, etc., by the 
State board of equalization. 

Iacal taxation.'— Railroad property other than that of operation is locally 
assessed and taxed. Local districts receive also a share of the tax on the values 
determined by the State board of equalization. 

Telegraph and Telephone companies. 1 2 3 * 

The property of these companies is locally assessed and taxed as personalty at 
a certain rate per mile of line, fixed by local assessors. 

COLORADO. 

CONSTITUTIONAL PROVISIONS. 

State aid. —The State shall not pledge its credit, or become responsible in any 
way for the debts of any person, company, or corporation. (Art. XI, sec. 1.) 

The State shall not make any donation to nor subscribe to stock in any corpora¬ 
tion. (Art. XI, sec. 2.) 

No obligation of any person, association, or corporation to the State shall ever 
be exchanged, released, postponed, or diminished. (Art. V, sec. JiH.) 

Uniform property tax.—' Taxes shall be uniform upon the same class of sub¬ 
jects within the same jurisdiction. All property shall be taxed at its just value. 
(Art. X, sec. H.) 

Corporation taxes. —The power to tax corporations and corporate property shall 
never be relinquished nor suspended. (Art. X. set;. 0.) 

All corporations shall be subject to taxation for State and local purposes. (Art. 
X, sec. 10.) 

Local aid.— No local division shall pledge its credit or become responsible in 
any way for the debts of any person, association, or corporation. (Art. XI, sec. 1.) 

No local division shall make any donation to or subscribe to stock in any cor¬ 
poration. (Art. XI, sec. 2.) 


STATUTE ru< )VISK >NS. 


Railroad companies. 

Listing, valuation, etc.'— These companies are required to make returns to the 
State board of equalization, upon the basis of which the franchise, roadbed, track, 
and rolling stock are valued upon a pro rata mileage basis, and said value appor¬ 
tioned among the counties for the computation and collection of the usually gen¬ 
eral property taxes. 

Local taxation .'—Real estate (including stations and other buildings, but not 
track) and personalty are locally assessed and taxed. There is also a local tax on 
the basis of the values apportioned by the State. 

Telegraph, telephone, and car companies. 5 

These companies are subject to provisions similar to those which apply to rail¬ 
roads. 

CONNECTICUT. 

CONSTITUTIONAL PROVISIONS. 

Jjocal aid— No local division shall subscribe to stock in a railroad corporation, 
nor purchase its bonds, nor aid it in any way. (Amendment of Oct., 1877.) 


1 California Political Code (1897), secs. 3664-3671. 

2 Ibid., sec. 38611. 

3 Mills’s Annotated Statutes, sees. 3804-3807. 

* Mills’s Annotated Statutes, sees. 3804-3807. 

‘Ibid., secs. 3801-8803. 
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STATUTE PROVISIONS. 

Railroad companies. 1 

State taxation. —Railroad companies are required to make annual reports to the 
State controller, setting forth their capital stock and indebtedness. They then 
pay the State, as a franchise tax, one per cent on the market value of their capital 
stock, in addition to one per cent on tlie par value of their funded and floating debt, 
or on actual value if below par. In determining the valuation, deduction is 
made for any part of the indebtedness which is held in trust as part of a sinking 
fund, as well as for the amount of local taxes on real estate. As the valuation 
represents only that, portion of the capital stock and debt assignable to Connecti¬ 
cut. the valuation is determined on a pro rata mileage basis as compared with the 
total mileage. 

Local taxation.— Railroads are locally taxed on their real estate not directly 
used for purposes of operation. 

Telegraph and telephone companies. 1 

Telegraph companies pay the State a tax of 25 cents per mile of wire. They 
also pay local taxes on their real estate. 

Telephone companies pay the State a tax of 70 cents per instrument in addition 
to 25 cents per mile of wire. They also pay local taxes on real estate. 

Express companies. 3 

These companies pay the State a tax of 5 per cent on their gross receipts from 
business done in the State. 

DELAWARE. 

CONSTITUTIONAL 1>1H >VIKIONS. 

Nothing specific. 


STATUTE PROVISIONS. 

Railroad companies.' 

Tax on net earnings.— Railroad companies, as well as canals, make annual 
returns of business to the State, as by law required. They then pay to the Stato 
a tax of 10 per cent on their net earnings in the State, as determined by the pro¬ 
portion of mileage within the State to total mileage; besides a tax of one-half of 
one per cent on a pro rata mileage portion of capital stock. 

Passenger ami locomotive taxes.— Railroad and navigation companies pay the 
State a tax of 10 cents on each passenger carried by steam power on land or water 
in the State. The law grants permission to raise the rate of fare to the extent of 
the tax. 

Railroad companies (excepting theP.,W. & B. R.R. Co., which is otherwise 
provided for) may pay in lieu of the passenger tax a sum which bears the same 
proportion to the gross receipts from passenger business between points in the 
State as the sum of §13,000 bears to the like business of the P., W. & B. R. R. Co. 

In addition, there is a special tax of $100 on each locomotive. $25 on each pas¬ 
senger car, and $10 on each freight car and truck used within the State. 

The Phil'adelphia, Wilmington and Baltimore Railroad Company pays to the 
State annually the sum of $27,000 in lieu of all taxes but the passenger tax, and 
this latter may be commuted by the annual payment of the specific sum of $13,000.® 

The Delaware Railroad Company may pay $3,000 annually in lieu of all other 
taxes." 

Local taxation.— Railroad real estate, including buildings on the right of way, 
is locally assessed and taxed. 

Telegraph and telephone companies. 1 

These Companies annually pay to the State a tax of (50 cents per mile on the 
longest wire in the State; 30 cents per mile on the next longest wire, and 20 cents 
per mile on all other wires. 

Express companies. 8 

These companies pay a tax of five per cent on their gross earnings from business 
done within the State. 


> General Statutes of Connecticut 

* Laws of 1801, p.68. 
a Laws of 1889, p. 90. 

♦ Revised Code of 1893, pp. 47-61. 
•Ibid., p. 52. 

• Ibid., p. 54. 

’Ibid., p. 72. 

• Ibid., p. 73. 


(1888), 3919-3927. Also Laws of 1899, pp. 1001,1087. 
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Pullman company. 1 

This company pays an annual State license tax in lieu of other taxes. 

Franchise tax on telegraph, telephone, express, and sleeping-car companies. 

These companies pay an annual license tax for the privilege of exercising their 
corporate franchises on the basis of their gross receipts from business done in the 
State. The rate of the tax is one per cent, except in the case of sleeping-car com¬ 
panies, with which it is H per cent. 4 

FLORIDA. 

CONSTITUTIONAL PROVISIONS. 

State aid .—No tax shall be levied for the benefit of any chartered company. 
(Art. IX, sec. 7.) 

The credit of the State shall not be pledged or loaned to any individual, com¬ 
pany, or corpoiation; nor shall the State become a stockholder in any company. 
(Art. IX, sec. 10.) 

Uniform tax on property.—Taxation shall be at a uniform and equal rate. All 
property shall be justly valued. (Art. IX, sec. 1.) 

Local aid.—The legislature shall not authorize any local district to appropriate 
money for, loan its credit to, or become a stockholder in any company or corpora¬ 
tion. (Art. IX, sec. 10.) 


STATl’TK PROVISIONS. 

Railroad companies.'* 

Listing , valuation, etc .—Railroad companies are required to make full annual 
reports to the State comptroller, setting forth the property used in operation, its 
value, and the amount thereof in each county and municipality. The value of the 
rolling stock is apportioned pro rata to each mile of track. The comptroller noti¬ 
fies the proper official in each county and municipality through which the road 
runs of the number of miles of track, its proportionate value, and the proportion¬ 
ate value of other taxable property. The tax is levied and collected in the various 
local divisions at the usual property rate. 

U)cal taxation.— Railroad lands not in the right of way are locally assessed and 
taxed. Local taxes are levied in addition on the values apportioned by the State. 
Telegraph companies. 1 

The property, rights, and franchises of these companies are taxed like the prop¬ 
erty of railroads. 

Telephone companies.' 

These companies pay an annual license tax, in addition to the usual local 
taxes on property, on the following bases: 

When the capital stock is $100,000 or more. $100. 

When the capital stock is over $.50,000, but under $100,000, $50. 

When the capital stock is over $25,000, but. under $50,000, $50. 

When the capital stock is over $10,000, but under $25,000, $20. 

When the capital stock is less than $10,000, $10. 

Express companies. 1 ' 

These companies pay an annual license tax of $2,500 in lieu of all other license 
taxes, State or local. 

Sleeping-car companies. 7 

Sleeping and parlor car companies annually pay into the State treasury a tax of 
$1.50 on each $100 of their gross receipts, as reported to the State. 

Steamboats. 8 

All steamboats, passenger or freight, plying on the waters of the State, except 
those regularly assessed in any county ot tne State, are subject to a license tax of 
$1 per registered ton, not to exceed $100 nor be less than $10. 


i Laws of 1897, chap. 375. 
a Laws of 1899, pp. 303 et seq. 
8 Laws of 1895, pp. 28-31. 

♦ Ibid., p. 29. 


6 Ibid., p. 12. 
o Laws of 1897, No. 102. 

7 Laws of 1895, pp. 29-30. 
• Ibid., p. 13. 
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GEORGIA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— The power to tax corporations and corporate property 
shall not m surrendered or suspended by the State. (Art 7, sec. 2, par. 5.) 

State aid.—The credit of the State shall not be loaned to any individual, com¬ 
pany, or corporation, nor shall the State take stock in any company or corpora¬ 
tion. (Art. 7, sec. 5, par. 1.) 

The State shall not make any donation in favor of any person, corporation, or 
association. (Art. 7, sec. 16, par. 1.) 

Uniform tax on property.—Taxation shall be uniform upon the same class of 
subjects, and ad valorem on all property subject to taxation. (Art. 7, sec. 2. par. 1.) 

Local aid.— The general assembly shall not authorize any local division to 
become a stockholder in any company, nor appropriate any money nor loan its 
credit thereto. (Art. 7, sec. 6, par. I.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing , valuation , etc. 1 — Railroad companies are required to make returns of 
their entire property to the comptroller-general of the State. On the basis of these 
returns the comptroller-general determines the basis of the State levy. Rolling 
stock is valued upon a pro rata mileage basis. The tax is paid into the State 
treasury. 

Local taxation.— Countiesand municipalities ' 1 assess and tax all railroad prop¬ 
erty within their respective limits. 

Telegraph and express companies. 4 

All such companies doing business in the State pay to the State a tax of 2-A per 
cent on the gross receipts from such business. 

Telephone companies. 4 

These companies pay a tax of $1 per instrument in use within the State. 

Sleeping-car companies. 4 

These companies pay a tax on valuation of cars, determined on a pro rata mile¬ 
age basis. 

IDAHO. 

CONSTITUTIONAL PROVISIONS. 

, -.^Release from taxation.— The power to tax corporations and corporate property 
|hall never be relinquished nor surrendered. They shall be taxed for State and 
local purposes on their property. (Art. VII, sec. 8.) 

State aid.— The credit of the State shall not bo given in aid of any individual, 
association, or corporation, nor shall the State become a stockholder in any cor¬ 
poration. (Art. VIII, sec. 2.) 

Property and license taxes.— Taxes shall be uniform upon the same class of sub¬ 
jects within the same jurisdiction. A just valuation shall be secured for the 
taxation of all property. (Art. VIII, sec. 5.) 

Every person and corporation shall pay a tax on property. A license tax may 
also be imposed. (Art. VII, sec. 2.) 

Local aid.—No local division shall lend its credit in aid of any individual, asso¬ 
ciation, or corporation, or become responsible for tlio liability of any individual, 
association, or corporation. (Art. VIII, sec. 4.) 

STATUTE PROVISIONS. 

Railroad companies. 1 

Listing , valuation , etc. —Railroad companies are required to return to the State 
annual lists of their entire property of operation, including rolling stock, hired, 
leased, or used. The State board of equalization sets a valuation upon each rail¬ 
way line, and apportions the same among the local districts for the computation 
and collection of the tax. 

Local taxation.— Property not in the right of way is locally assessed and taxed. 
A tax is levied also on the values apportioned by the State. 

Telegraph and telephone companies. 1 
Taxed like railroad companies. 

i Code of 1895, sees. 779-783. 

* Ibid., sec. 780. 

»Ibid., secs, 784-789. 


4 Laws of 1898, p. 31. 

6 Laws of 1895, pp. 114-118. 
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ILLINOIS. 

CONSTITUTION AI. PROVISIONS. 

Stale aid .—Tho State shall never assume the debts of nor extend its credit in 
aid of any corporation, association, or individual. (Art. IV, sec. 20.) 

The general assembly shall never loan the credit of the State or make appro¬ 
priations in aid of railroads or canals; provided that the surplus earnings of any 
canal may be appropriated for its enlargement or extension. (Separate section 
after Art. XI.) 

Franchise fares.—Taxation shall be in proportion to value of property; but 
telegraph and express interests, owners and users of franchises and privileges 
shall bo taxed as directed by law, the tax to be uniform as to the class upon which 
it operates. (Art.. IX, sec, 1.) 

Reports of railroad companies .—Annual reports of all acts and doings, as 
by law renuired, shall bo furnished the State by railroad companies. (Art. XI, 
sec.9.) 

Further objects and subjects may be taxed by authorization of the general assem¬ 
bly in any manner not inconsistent with the constitution. (Art. XI, sec. 2.) 

Illinois dent rid Railroad Company, the charter arrangement of, with regard to 
payments to the State, shall ever remain the same. All money from this source 
shall be used only for the ordinary expenses of the State government. (Separate 
section after Art. XI.) 

Illinois and Michigan Canal shall never be sold or leasod except by vote of the 
people of the State. (Separate section after Art. XI.) 

Local aid.—So local division shall ever subscribe to the capital stock of any 
private corporation, or make donation to or loan its credit in aid of any such cor¬ 
poration. (Separate section after Art. XI.) 

STATUTE PROVISIONS. 


Railroad companies. 

Listing, valuation. We.'—Railroad companies are required annually to return to 
the county clerks schedules of taxable property, with reference to its amount, 
kind, and value. These schedules must contain a list of the property held for 
right of way, length of main and side tracks, and a description of the realty, 
including a statement of the value of improvements and stations located on the 
right of way. The above property is denominated “ railroad track.” A list of 
rolling sti «-k used on the line must be included in the schedule. 

In addition to the local schedules, annual sworn statements must be filed with 
the auditor of public accounts, setting forth the entire property of operation, the 
actual value of the capital stock, the bonded indebtedness, and the total listed 
valuation of all tangible property in the State. On tho basis of this schedule, the 
State board of equalization assesses the property and equalizes the valuations of 
tho counties. These valuations as assessed and equalized are then entered by the 
county clerks in the railroad tax book, and the taxes are extended and collected. 
The rule for valuation by the State board requires that the total valuation as 
determined by that body shall include the value of capital stock over and above 
the value of tangible property, and that the value of real and personal property 
locally assessed where situated shall be deducted. Franchises granted by the 
State must be listed as personalty at tlieir full value. 

Local taxation.'—" Railroad track" is listed and taxed in the several towns, vil¬ 
lages, districts, cities, and counties upon a mileage basis, excepting the side tracks, 
turn-outs, station houses, depots, machine shops, and other like fixed property, 
which are assessed and taxed where located. Rolling stock is taxed in the various 
local districts upon a mileage basis. 

Personalty and real estate, other than “ railroad track” and rolling stock, are 
listed where situated, and are treated in all respects like the similar property of 
individuals. . . 

Illinois Central Railroad Company : 1 —This company is required to pay semi¬ 
annually into the State treasury a tax of five per cent on the gross income of the 
road for the half year. It must pay also a tax on its stock, property, and assets 
to an amount sufficient to bring the total tax paid bjr the company to seven per 
cent of its gross receipts, with provision for a deduction when the State tax rate 
exceeds three-fourths of one per cent. 


l Starr and Curtis’s Annotated Statutes of Illinois, pp. 8412-3144. 
•Ibid., p.3626. 

16a--67 
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Telegraph companies 1 * * 

These companies are required to pay an annual tax on the value of their capital 
stock above the value of property locally taxed. The tax is collected in the same 
manner as the railroad tax. 

Telephone, express, steamboat, and other transportation companies. 5 

All such companies incorporated under the laws of the State return annual 
lists to the local assessors, and are then assessed by the State board of equalization 
on the value of their capital stock in excess of the value of tangible property 
already locally taxed. 

INDIANA. 

CONSTITUTIONAL PROVISIONS. 

State aid— The State shall not assume the debts of any corporation whatever. 
(Art. X, sec. G.) 

Uniform tax on property.—There shall be a uniform and equal rate of assess¬ 
ment and taxation. All property shall be justly valued. (Art. X, sec. 1.) 

Wabash and Erie Canal.— The State shall not be liable for any certificate of 
stock issued l> for the completion of the Wabash and Erie Canal to Evansville,” 
under acts of January 19.1846, and January 29,1847. (Art. X, sec. 7.) 

Local aid— No county shall subscribe to stock in any corporation, unless pay¬ 
ment be made for the same at the time of subscription; nor shall any county loan 
its credit to any corporation, nor borrow money to take stock in the same. (Art. 
X, sec. 6.) 

STATUTE PROVISIONS. 

Railroad companies. 

\ Listing, valuation, etc. ’—Railroad companies are required to list their property 
annually with the auditors of the various counties. Returns must be made at the 
same time to the auditor of tin; State. These returns must be very full and must 
contain a detailed statement concerning the entire railroad property, capital 
stock, and bonded debt. On the basis of these returns, the State board of tax 
commissioners fixes upon the property a valuation, which is apportioned among 
the various local tax districts, where the tax is computed and collected at the usual 
property rate. Rolling stock is assessed on a pro rata mileage basis; and such as 
is hired, leased, or used (but not owned) by any railroad company, is assessed 
against that company according to the proportion of the year it uses the samt 1 . 
All tax-assessing officers in the State are empowered to examine the books and 
records of transportation companies. 

Local taxation. Real estate and personalty not used for operating purposes 
are assessed and taxed directly by local authorities, in addition to the local taxes 
on the valuations apportioned by the Stato authorities. 

Telegraph, telephone, express, parlor, etc., car, and fast freight companies. 4 

These companies are required to make annual statements concerning property, 
franchise, capital stock, and mortgage indebtedness to the auditor of the State. 
On the basis of these returns the State board of tax commissioners determines 
the actual value of the capital stock of each company, add to this the value of 
the bonded debt, and from this gross sum deduct the valuo of all property outside 
of the State owned by such companies, but not specifically used in the conduct of 
their business. A mileage proportion of the resulting sum is accredited to the 
State for purposes of taxation. After further deduction has been made for 
property locally taxed in the State, the remaining sum is apportioned among the 
counties for the computation and collection of the tax. 

Wabash and Brie Canal Company. 5 

Locally assessed and taxed on its general property. 

IOWA. 

CONSTITUTIONAL PROVISIONS. 

State aid.—The credit of the State shall not be loaned to any individual, asso¬ 
ciation, or corporation, nor shall the State ever assume the liabilities of any 
individual, association, or corporation. (Art. 7, sec. 1.) 


1 Starr and Curtis’s Annotated Statutes of Illinois, p.3424. 

aibid., p.3415. 

8 Homer’s Annotated Indiana Statutes, 1895, secs. 6340-6364. 

4 Ibid., secs. 6521k-6621v. 

Ibid., sec. 6306. 
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The State shall not become a stockholder in any corporation. (Art. 8, sec. 8.) 
Corporate property— Corporate property shall be taxed the same as individual 
property. (Art. 8, sec. 2.) 


STATUTE PROVISIONS. 

Railroad companies. 1 

Listing, valuation , etc.— Railroad companies are required to make annual state¬ 
ments to the executive council of all property of operation, as well as the earn¬ 
ings and expenses of operation within the State.. Upon the basis of these returns 
the executive council assess railroad property at its actual cash value, taking into 
consideration the earning capacity of the road. Rolling stock is valued on a pro 
rata mileage basis. Sleeping and dining cars are assessed to the railroads using 
the same in the same manner as the ordinary rolling stock of those roads. The 
valuation reached by the executive council is apportioned among the counties for 
the computation ana collection of the tax. 

Local taxation. —Railroad real estate not used for purposes of operation, grain 
elevators, and railroad bridges over the Mississippi and Missouri rivers are locally 
taxed where situated. There is also a local tax on the values apportioned by the 
State. 

Telegraph and telephone companies. 4 

The State executive council determine the value of the property and franchise 
of telegraph and telephone companies in the State. This valuation is apportioned 
among the local districts and further administered like the taxes on railroads. 

Express companies. 1 

The State executive council determine the value of the property of express com¬ 
panies in the State, except property not exclusively used in the conduct of 
business; the valuation is based on aggregate value of shares plus mortgage 
indebtedness. County auditors add property not used exclusively in conduct of 
business and the wliolo is taxablo for both State and local purposes at the usual 
property rate. 

KANSAS. 

(’ONSTITIJTK IN A I. l’UO VISK INS. 

State aid. —The State shall never lie a party in carrying on works of internal 
improvement. (Art. 11, sec. 8.) 

Uniform taxation.— The legislature shall provide for a uniform and equal rate 
of assessment and taxation. (Art. 11. sec. t.) 

Local aid.—Cities, towns, and villages, in their powers of taxation, assessment, 
borrowing money, contracting debt, and loaning their credit shall be so restricted 
as to prevent abuse of such power. (Art. 12, sec. 5.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing,valuation, etc . 4 —Upon the basis of reports made by the railroad companies 
the State board of railroad assessors values railroad track, roadbed, right of way, 
water and fuel stations, buildings, machinery, and rolling stock upon a pro rata 
mileage basis (including the cars of other companies used on the railroads of the 
State), moneys, credits, and franchises. The board is empowered to examine the 
books and papers of railroad companies. Through the State auditor an apportion¬ 
ment of the valuation thus determined is made among the counties, where further 
apportionment is made among the smaller districts, in which the tax is computed 
and collected at the usual property rate. 

Local taxation.*— Railroad real estate and personal property not in the right of 
way is locally assessed and taxed. A local tax also is levied on the basis of the 
valuations as apportioned by the State. 

Telegraph and telephone companies.'' 

The companies file an annual statement with the State auditor, setting forth 
the value of their capital stock, real estate (as locally assessed), tho whole length 
of line, the value of all personalty, and the total gross receipts for the year. A 


1 Co<lo of 1897, HCC8. 1334-1:11*2. Also laws of 1900, chap. 44. 
a Laws of 1900, chap. 42. 

8 Laws of 1900, chap. 45. 

♦General Statutes of Kansas, pp. 890-899. 

6 Ibid., pp. 899-902. 
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property valuation is then determined by the State board of appraisers. In arriv¬ 
ing at this valuation the value of real and personal property locally assessed and 
taxed is deducted. The resulting sum is then apportioned among the local dis¬ 
tricts for the collection of the tax. 

KENTUCKY. 

CONSTITUTIONAL PROVISIONS. 

State aid. —The credit of the State shall not be'pledged to any individual or 
company, nor shall the Commonwealth take stock in any company nor make 
donations to any company, nor shall the State construct a railroad. (Sec. 177.) 

The assembly shall nave no power to release any individual or corporation from 
indebtedness to the State, nor to any countv or municipality thereof. (Sec. 52.) 

Uniform tax on property .—All taxes shall be levied and collected according to 
general law, and snail be uniform upon all property subject to taxation within 
the limits of the taxing jurisdiction. (Sec. 171.) 

Property shall be assessed at its fair cash value. (Sec. 172.) 

Corporation taxes.— Corporate property shall pay the same rate of taxation as 
individual property; but the assembly may provide for taxes on income, license, 
or franchises. (Sec. 174.) 

Railroad taxes.—The assembly may provide by law how railroads and railroad 
property shall be assessed and taxed. (Sec. 182.) 

Local aid. —The assembly shall not authorize any local division to loan its credit 
to, make donations to, or take stock in any company or corporation. (Sec. 179.) 

STATUTK PROVISIONS. 

Railroad companies. 1 2 

Listing , valuation , etc.— Railroad companies are required to make annual returns 
of total property in the State to the State auditor of public accounts. Only a pro 
rata mileage proportion of rolling stock is included. On the basis of these and 
local returns a valuation of railroad property is determined by the railroad com¬ 
mission, which is also empowered by law to examine corporation books, records, 
etc. Upon this valuation the State tax is levied at the usual State rate on real 
estate. 

Local taxation.— Each county superintendent of common schools furnishes 
every railroad company operating within his school district with a statement of the 
boundaries of that district. County clerks make similar statements concerning 
the other taxing districts through which railroad lines run. Railroad companies 
are then subject to taxation in each local district, as bounded by the above officers, 
at the usual property rate. 

Telegraph, telephone, express, and passenger-car companies. 

All such companies pay an annual State and local franchise tax, in addition to 
other taxes, on a pro rata mileage valuation of capital stock (less the value of 
tangible property already taxed), determined by the State board of valuation and 
assessment.* 

The franchises of all incorporated companies are taxed by cities of the first and 
second classes. The value of the franchise is represented by a pro rata mileage 
proportion of capital stock. 1 

LOUISIANA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. —The power to tax corporations and corporate property 
shall never be surrendered nor suspended. (Art. 228.) 

Exemption. —Any new lines of railroad constructed and completed prior to 1904 
shall be exempt from taxation for ten years from the date of their completion. 
Exemption shall not hold with any railroad receiving local aid, unless it waive 
that aid or submit the question of waiving the aid to a vote of the taxpayers on 
petition of one-third of those taxpayers. (Art. 230.) 

State aid and State industry.—The funds, credit, or property of the State shall 
not be loaned or granted to any individual, association, or corporation, nor shall 
the State assume the liability of any individual, association, or corporation nor 


1 Barlxiur anil Carroll's Kentucky Statutes, sees. 1096-4104. 

2 Ibid., much 4077-4091. 

8 Laws of 1896, chap. 38. 
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subscribe to stock in any corporation. Nor shall the State carry on the business 
of any such corporation, except that it may grant the right of way through its 
lands to any railroad or canal. (Art. 5b.) 

The general assembly shall not release the liability of any individual or cor¬ 
poration to the State or to any local political division thereof. (Art. 59.) 

Uniform taxation. —Taxation shall be uniform on the same class of subjects in 
the same jurisdiction. (Art. 225.) 

Railroad, telegraph, telephone, sleeping-car, and express companies. 

A State board of appraisers shall assess the property of such companies. 
(Art. 226.) 

License tax.— The general assembly may levy a graduated license tax on indi¬ 
viduals and corporations. (Art. 229.) 

Foreign corporations.— Companies, corporations, and associations domiciled out 
of the State, but doing business therein, may be licensed and taxed in a different 
mode from domestic corporations; but said different mode of license shall be uni¬ 
form, upon a graduated system, and it shall be equal and uniform as to all com 
panies doing the same line of business. (Art. 242.) 

Reports.—The railroad, express, telegraph, telephone, steamboat, and sleeping 
car commission shall have power to compel the production of books and papers 
of transportation companies, to summon witnesses, etc. (Art. 284.) 

TajcuI aid.— The funds, credit, or property of any political corporation shall not 
bo loaned or granted to any individual, association, or corporation, nor shall any 
political corporation assume the liabilities of any individual, association, or cor¬ 
poration nor subscribe to stock in any corporation. (Art. 58.) 

Local taxation.— Valuations of property for State taxation snail be taken as the 
basis for local taxation. (Art. 225.) 


STATUTE Tito VISIONS. 


Railroad companies. 

Listing , valuation, etc.'—The State board of appraisers values all railroad prop¬ 
erty. For this purpose it may require all necessary information from the various 
companies. Due returns are made to the local civil divisions of the property 
assessed and its valuation in their separate jurisdictions. 

Local taxation: 1 — All railroad property is assessed and taxed in the local districts. 
Telegraph, telephone, express, and sleeping-car companies. 1 

These companies are taxed like railroads. 

Telegraph, telephone, and express companies pay in addition a local tax gradu¬ 
ated in amount according to their gross receipts and ranging from $20 to $6,250. 8 


MAINE. 

CONSTITUTIONAL PROVISIONS. 

State aid.— Tho credit of the State shall not be directly or indirectly loaned in 
any case. (Art. IX, sec. 10.) 

Uniform tax on property.— All taxes on property shall be [assessed equally 
according to the value thereof. (Art. IX, sec. 8.) 

STATUTE PROVISIONS. 


Railroad companies. 4 

State taxation.— Railroads pay an annual excise tax to tho State for the privi¬ 
lege of exercising their franchises. Aside from the special tax for the support of 
tho board of railroad commissioners, this tax is in lieu of other State taxes. The 
tax is graduated according to gross receipts per mile of line, as follows: 

One-fourth of 1 per cent on gross receipts of $1,500 or less per mile. 

One-half of t per cent on gross receipts between $1,500 and $2,250 per mile. 

One-fourth of 1 per cent on gross receipts for each additional $750 per mile, the 
rate never to exceed 3j- per cent. 

Interstate receipts are prorated on a mileage basis. 


lLaws of 1900, pp. 189,190. 
a Laws of 1898, pp. 363, 3G4. 

8 Ibid., pp 408-410. 

♦Freeman’sSupplement lo the Maine Statutes (1885-1895), pp. 70, 71, 847. 
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Local taxa t ion. —Railroad real estate not employed for purposes of operation is 
locally assessed and taxed. Cities and towns receive from the State 1 per cent on 
shares of railroad stock held therein. 

Telephone companies. 1 

These companies pay the State a tax of per cent on the value of their prop¬ 
erty of operation. 

Express companies.* 

These companies pay a Stato tax of U per cent on gross receipts from business 
done in the State, including a pro rata mileage portion of interstate business. 

MARYLAND. 

CONSTITUTIONAL PROVISIONS. 

State aid.—- The credit of the Stato shall not be loaned to any individual, asso¬ 
ciation, or corporation, nor shall the State engage in any work of internal 
improvement nor grant any aid thereto. (Art. 3, sec. 34.) 

Chesapeake and Ohio Canal Company, Chesapeake and Delaware Canal Com¬ 
pany , Susquehanna and Tidewater Canal Company , and Baltimore and Ohio Rail¬ 
road Company.— The State’s interest in these companies regulated. (Art. 12.) 

Local aid.— No county shall contract any debt in the construction of any rail¬ 
road, canal, or other work of internal improvement, nor loan its credit in aid of 
any association or corporation, unless authorized by act of general assembly. 
(Art. 3, sec. 54.) 

STATUTE PROVISIONS. 

Railroad companies.’ 

State taxation.—A State tax as a franchise tax is annually levied upon the gross 
receipts of railroad companies, as follows: Eight-tenths of 1 per cent on the first 
$1,000 per mile of gross earnings, or on the total earnings if they are less than 
$1,000 per mile; 11 per cent on all gross earnings above $1,000 per mile but not 
exceeding $2,000 per mile; and 2 per cent on all gross earnings over $2,000 per 
mile. Earnings from interstate business are prorated on a mileage basis. 
Annual reports are required of the railroad companies, and railroad officials may 
be summoned as witnesses by the State tax commissioners, who determine the 
amount of the tax to be paid. 

Local taxation.— All railroad property is locally assessed and taxed, rolling 
stock upon a mileage basis as apportioned among the counties by State officials. 
Railroad property is assessed and taxed for county and municipal purposes like 
the property of individuals. 4 

Telegraph, telephone, express, parlor-car, and other transportation companies. 5 

All such companies pay a State tax as a franchise tax of 2 per cent on their 
gross earnings (interstate earnings on a pro rata mileage basis). * 

MASSACHUSETTS. 

CONSTITUTION AT, PROVISIONS. 

Nothing specific. 

STATUTE PROVISIONS. 

All transportation and transmission companies." 

State to.—All domestic companies are taxed under the general corporation tax 
law of the State. Annual returns of capital stock, property, etc., are made by 
the various companies to the tax commissioner of the State, who assesses their 
capital stock at its true inasket value, as representing the true value of the cor¬ 
porate franchise. Deductions are then made for real estate and fixed machinery 
locally assessed and taxed. The remaining valuation is subject to a State tax at 
the average rate of the local assessors throughout the State. Railroad, telegraph, 


1 Freeman's Supplement to the Maine Statutes (1885-1895), pp. 71,72. 

2Ibid., p. 72. 

"Poe's Supplement to the Public General Laws (1890-1898), pp. 541-551. 
«Ibid.', p.525. 

<-Ibid..pp. 542-551. 

8 Public Statutes of Massachusetts, chap. 13, secs.38-41. 
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im<l telephone companies' doing an interstate business are taxed only on a pro 
rata mileage proportion of their capital stock. Provision is made by law for the 
inspection of corporation books, records, etc., and for the examination of the 
officers of corporations. 

local taxation.— Local taxes arc levied on real estate and machinery. Foreign 
transportation companies, which are not taxable under the general corporation 
tax law, are assessed by the local assessors upon such property as may be found, 
and Massachusetts shareholders are locally taxable on their shares. 

There are no local taxes on the shares of corporations which pay the State fran¬ 
chise tax, but there is a distribution of “corporate excess” among the local dis¬ 
tricts, according to the number of shares held in the respective districts. 
Construction companies. - 

All companies formed in the State to construct railroads or railroads and tele¬ 
graphs are required to pay a tax of one-twentieth of 1 per cent on the par value 
of their capital stock. 

MICHIGAN. 


CONSTITUTIONAL PROVISIONS. 

Internal improvement.—The State shall not be a party to, or bo interested in, 
any work of internal improvement, except as concerns the expenditure of grants 
to the State of land or other property. (Art.. XIV, sec. 9.) 

State aid.—' f he credit of the State shall not, he granted in aid of any individual, 
association, or corporation. (Art.XIV.sec.fi.) 

The State shall not subscribe to. or be interested in, the stock of any company 
or corporation. (Art. XIV, sec. 9.) 

Propcrti/ tturs and specific to.res. —The legislature shall provide fora uniform 
rule of taxes levied on property, except on property paying specific taxes. (Art. 
XIV. sec. 11.) 

All assessments hereafter authorized shall be on property at its cash value. 
(Art. XIV, sec. 13.) 

The State shall continue to collect the -.pacific taxes provided for by existing 
law, and may provide for the collection of specific taxes from railroads and other 
corporations hereafter created. (Art. XIV, sec. 10.) 

All specific taxes (the existing railroad taxes are such) shall bo applied for 
educational purposes. (Art. XIV, sec, 1.) 

STATUTE PROVISIONS. 

Railroad companies. 1 * * * 

State ttwa tii m. —Railroad and depot companies pay a “specific tax upon prop¬ 
erty and business.” This tax is levied upon the oasis of gross earnings, as fol¬ 
lows: 

31 per cent on gross income when earnings per mile of road in State are $2,000 
or less. 

31 per cent on gross income when earnings per mile of road in State are from 
$3,000 to $4,000. 

4 per cent on gross income when earnings per mile of road in State are from 
$4,000 to $8,000. 

4) per cent on gross income when earnings per mile of road in State are from 
$0,000 to $8,000. 

5 per cent on gross income when earnings per mile of road in State exceed 

$ 8 , 000 . 

10 per cent on gross income of depot companies in excess of $30,000 per mile. 

Interstate lines pay the tax on a pro rata mileage proportion of their gross 
income. The proceeds of the railroad tax are devoted to the primary school rand. 

Local taxation.*— The above State tax is in lieu of all other railroad taxes 
except the tax locally assessed ou Buch railroad property as is not employed for 
purposes of operation. 

Telegraph, telephone, 5 6 * and express companies. 11 

These companies are taxed 3 per cent on their gross receipts from business done 
in the State. 


1 In the case of telephone companies 

in line 111 the State. Supplement to til, 

^Supplement to the Public Statute* ti 

iCompiled Laws of Michigan < 1807), 

* Ibid., pp. 1257-1258. 

6 Public Acta 011899. No. 179. 

6 Public Acts, Extra Session ofl898,p.n. 


, 1 ... iuumiiii K in uuno on me oie-o. oi me numoer Ol tempt 
: Public Statutes of Massachusetts (1882-1888), pp.308,433 
f Massachusetts (1889-1896), pp, 1338,1389. 
pp. 1974-1970, 2000. 
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Freight line, sleeping, and parlor-car companies.’ 

These companies pay a State tax of per cent on their gross receipts from busi¬ 
ness done in the State. 

Navigation companies. 5 

These companies are taxed upon the aggregate value of their capital stock, 
personalty, realty, franchise, ships, and docks, with deduction for all bona fide 
indebtedness. All ships, boats, and vessels are taxed as personalty. 

MINNESOTA. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement .—All lands donated to the State for purposes of internal 
improvement shall be sold, the proceeds thereof to be turned into the internal- 
improvement fund. Moneys belonging to this fund shall not be appropriated 
until the act providing for such appropriation shall have been approved by popu¬ 
lar vote. (Art. IV, sec. 32 (6).) 

The State shall never contract debt for works of internal improvement, or be a 
party to such work except in the case of grants to the State for that purpose. 
(Art. IX, sec. 5.) 

State aid .—The credit of the State shall never bo given or loaned in aid of any 
individual, association, or corporation. (Art. IX, sec. 10.) 

Uniform tax on property— All taxes in the State shall be as nearly equal as may 
be, and taxes on property shall be equalized and uniform throughout the State. 
(Art. IX, sec. 1.) 

Railroads .—Any law providing for the amendment or repeal of the existing 
system of levy on the gross earnings of railways shall be submitted to the vote of 
the people. (Art. IV, sec. 32 (a).) 

Telegraph, telephone, express, and car companies. 

The legislature may impose upon the owners or operators of such companies 
taxes on property or earnings, or both, which may be graded or progressive, and 
which shall be on a pro rata mileage basis. This shall not preclude the taxation 
of land or ordinary property according to the ordinary methods. (Art. IX, sec. 17.) 

STATUTE PROVISIONS. 

Railroad companies. 3 

Railroad companies are required annually to report to the State railroad and 
warehouse commission their gross earnings for the year, separating interstate 
from intrastate earnings. They are then taxed on a pro rata mileage proportion 
of their gross earnings. During the first three years of operation the rate is 1 per 
cent, during the next seven years 2 per cent, and thereafter 3 per cent. This tax 
is paid to the State treasurer, and is m lieu of all other taxes, either State or local, 
excepting local taxes on lands the subject of grant either by the State or the 
United States. 

Telephone companies.* 

These companies pay a tax of 3 per cent on their gross earnings to the State. 

Express companies. 0 

These companies pay the State a tax of 5 per cent on their gross receipts from 
business done in the State, with deductions for the amount paid to railroad com¬ 
panies for the transportation of freight within the State. 

Freight line and equipment companies* 

These companies pay to the State auditor a tax of 2 per cent on the actual value 
of their capital stock, determined on a pro rata mileage basis after making deduc¬ 
tions for real estate locally taxed. 

Sleeping and parlor car companies. 7 

These companies annually pay to the State treasurer a tax of 3 per cent on their 
gross receipts from business done in the State, in lieu of other taxation. 


Compiled Laws of Michigan (1807), pp. 1268-1209. 

*r„id.,p ii96. 

8 Statutes of Minnesota (1894), secs. 1669-1681, and Laws of 1897, p. 82. 

* Laws of 1897, p.581. 

6 Ibid., p. 572; also Laws of 1899, p. 404. 

* Laws of 1897, p. 308; also Laws of 1899, p. 184. 

7 Laws of 1897, p. 307. 
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Water craft. 1 

Owners of water craft pay into the State treasury an annual tax of 51 cents per 
net ton (registered tonnage) of such craft, in lieu of all other taxes. One-hair of 
the proceeds of this tax is paid by tho State to the counties in which the ports of 
hail of such craft are situated. 


MISSISSIPPI. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation .—The power to tax corporations and corporate property 
shall never be surrendered nor abridged, except that exemption from taxation for 
a period of five years may be granted to new enterprises of public utility. (Sec. 
182.) 

State aid .—No law granting a donation in favor of any object shall be enacted 
except by two-thirds vote ot each house. (Sec. GO.) 

Lands under the control of the State shall never be donated to industrial corpo¬ 
rations or railroad companies. The legislature may, however, grant the right of 
way to railways across State lands as a mere easement. (Sec. 95.) 

The credit of the State shall not bo pledged nor loaned in aid of any association 
or corporation, nor shall tho State assume the indebtedness of any individual, 
association, or corporation, nor become a stockholder in any corporation. (Sec. 
258.) 

No obligation of any person, association, or corporation to the State or to any 
local division shall be released, postponed, or diminished. (Sec. 100.) 

Uniform tax on property—Railroads and other corporations.— Taxation shall 
l>e uniform on all property. But the legislature may provide for a special mode 
of assessment for railroads and for other corporate property not situated wholly 
in one county. (Sec. 112.) 

The property of corporations shall be taxed in the same way and to the same 
extent as the property of individuals. (Sec. 181.) 

Local aid ,—No local division shall loan its credit to or subscribe to stock in any 
railroad or other association or corporation. (Sec. 1851.) 

STATUTK PROVISIONS.' 

Railroad companies. 2 

Listing , valuation , dr.—Railroad companies are required to make annual 
reports to the State railroad commission, setting forth their property, taxable and 
nontaxable, their capital stock, and receipts for the year, and the values of their 
respective franchises. The railroad commission then assesses the property of these 
companies, taking into consideration the value of the franchise and of the capital 
stock engaged in business in tin? State. This valuation is apportioned among the 
counties for the computation and collection of the tax. 

Privilege tor.' 1 —Railroads also pay the State an annual privilege tax. For this 
purpose they are divided into four classes, according to their gross earnings per 
mile for the year. The taxes levied on each class are as follows: 

First class, $20 per mile; second class, $15 per mile; third class, $10 per mile; 
narrow-gauge class, $2 per mile. 

Local taxation .—Railroad real estate not directly employed for traffic operations 
is locally assessed and taxed. There is also a local tax on the values apportioned 
by the State. 

Telegraph, express, and sleeping-car companies. 2 

These companies are assessed and taxed like railroads. 

Telegraph companies also pay a privilege tax of $250 if their lines are 1,000 
miles or more in length. Otherwise they pay $25 per mile. 4 

Sleeping-car companies pay tho State the annual specific sum of $200, besides 
the sum of 25 cents per mile for each mile of railroad track in the State over 
which cars were run. 5 
Telephone companies. 4 

These companies pay a tax graded according to the number of their subscribers, 
varying in amount from $5 to $100. 


1 Laws of 1895, p. 1307. 

‘Annotated Code of Mississippi, secs. 3876-3886. 
8 Laws of 1896, p. 44. 


4 Ibid., p. 47. 
6 Ibid., p46.. 
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MISSOURI. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— The power to tax corporations and corporate property 
shall not be surrendered or suspended. (Art. X, sec. 2.) 

State aid —The State shall not lend nor pledge its credit in aid of any individ¬ 
ual, association, or corporation. (Art. IV, sec. 45.; 

The State shall not grant money or property in aid of any individual, associa¬ 
tion, or corporation. (Art. IV, sec. 40.) 

The State shall not subscribe to stock in any corporation, except to secure loans 
previously extended to certain railroads. (Art. IV, sec. 49.) 

The State shall not release its lien on any railroad. (Art. IV, sec. 50.) 

The State shall not release any obligation to itself on the part of any corpora¬ 
tion or individual. (Art. IV, sec. 51.) 

Uniform tax on propei'ty .—Taxes shall be uniform upon the same class of sub¬ 
jects within the same taxing jurisdiction. (Art. X, sec. 3.) 

Property subject to taxation shall be taxed in proportion to its value. (Art. X, 
sec. 4.) 

Railroads .—Railroads shall be subject to taxation for State and local purposes 
on their property, gross earnings, net earnings, franchises, and capital stock. 
(Art. X. sec. 5.) 

Local aid.— No local division shall subscribe to stock in any railroad or other 
corporation, nor loan its credit nor make donation in aid of any such corporation. 

STATUTE PROVISIONS. 

Railroad companies. 1 

Listing , valuation , etc .—Railroad companies are required to return to the State 
auditor detailed annual statements of their property of operation and its actual 
value. Duplicate statements are made to the county clerks of the respective 
counties of property therein situated. These are certified by the county courts 
and forwarded to the State auditor, by whom they are laid before the State board 
of equalization. This board then assesses the railroad property (rolling stock on 
a prorata mileage basis), and apportions the valuation among the counties for 
the computation and collection of the tax. In the making of assessments the 
board has access to railroad books, records, etc. 

Local taxation .—All railroad property not assessed by the State (i. e., lands, 
machine and work shops, roundhouses, warehouses and other buildings, goods, 
chattels, and office furniture) is assessed and taxed locally. There is also a local 
tax on the values apportioned by the State. 

Telegraph and express companies. 2 

These companies are taxed on their franchises and property in the same manner 
as railroads. 

Express companies pay the State, in addition, a tax of 1± per cent on their gross 
receipts from business done in the State. 3 

Car companies.* 

These companies pay the State a tax of 2 per cent on the cash valuation of their 
cars. 

MONTANA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— The power to tax corporations and corporate property 
shall never be surrendered or suspended. All corporations shall be taxed for State 
and local purposes. (Art. XII, sec. 7.) 

Exemption of stocks .—Stocks in any company shall not be taxed when the 
property represented by such stocks is taxed. (Art. XII, sec. 17.) 

State aid .—The State shall never loan its credit to, grant subsidy to, or sub¬ 
scribe to stock in any company or corporation. (Art. XIII, sec. 1.) 

No appropriation shall be made to any person or corporation not under the 
absolute control of the State. (Art. V, sec. 35.) 

The legislature shall not authorize the contracting of debt in the construction 
of any railroad, nor loan the credit of the State in aid of the same. (Art. V, sec. 38.) 


1 Revised Statutes of Missouri (1899), pp. 2169-2181. 8 Ibid., pp. 2184-3186. 

8 Ibid,, pp. 2181-2182. * Ibid., pp. 2171-2172. 
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No obligation of any individual, association, or corporation to the State or any 
local division shall ever be released, postponed, or diminished. (Art. V, sec. 39.) 

Umform tax on property—License tees.—Taxes shall be uniform upon the same 
class of subjects in the same jurisdiction. (Art. XII, sec. 11.) 

The legislature shall levy a uniform rate of assessment. All property shall be 
taxed at its just value. The legislature mav also impose a license tax on persons 
and corporations. (Art. XII, sec. 1.) 

Railroads ,— 1 The franchise, roadway, roadbed, rails, and rolling stock of all rail¬ 
roads operating in more than one county shall be assessed by the State board of 
equalization, and the valuation apportioned among the local districts on a pro 
rata mileage basis. (Art. XII, sec. 1(5.) 

Local aid .—No local division shall ever loan its credit to, grant subsidies to, 
or subscribe to stock in any company or corporation. (Art. XIII, sec. 1.) 

The legislature shall not authorize any county to contract debt in the construc¬ 
tion of any railroad, nor loan its credit in aid of the same. (Art. V, sec. 38.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation, etc .—Railroad companies are required to make to the State 
full annual statements of their property of operation, capital stock, earnings, and 
indebtedness. On the basis of these returns, the State board of equalization 
assesses franchise, roadbed, rails, and rolling stock (whether owned, hired, or 
leased). The valuation thus determined is apportioned among the counties on a 
mileage basis for the computation and collection of the tax. 

Local taxation.— Railroad real estate noton the right of way, including stations 
and depots, is locally assessed. There is also a local tax on the values apportioned 
by the State. 

Railroads operating in a single county are locally assessed and taxed on their 
property and franchises.- 

Telegraph, telephone, express, canal, stage, and navigation companies. 

Telegraph, telephone, and canal companies are locally assessed on their property 
and franchises.' 2 * 

Telegraph companies pay a local license tax of $5 per quarter on each instru¬ 
ment in use, and telephone companies 75 cents per year on each instrument.’* 

Express, stage, and navigation companies are locally assessed and taxed on their 
property. 4 5 

Common carriers/' 

The law provides for a license tax on common carriers, graduated in amount 
according to the amount of business done per quarter. 

NEBRASKA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation .—The legislature shall have no power to release or dis¬ 
charge from State taxes, nor to authoiize commutation for such taxes in any 
form. (Art. IX, sec. 4.) 

Stale aid.—Lands under the control of tho State shall never be donated to rail¬ 
road companies, private corporations, or individuals. (Art. Ill, sec. 18.) 

The credit of the State shall never be given or loaned in aid of any individual, 
association, or corporation. (Art. XII, sec. 3.) 

Property and franchise tecs.—Property ami franchises shall be taxed according 
to their value in such manner as the legislature shall direct. (Art. IX, sec. 1.) 

Reports of railroad companies.— Annual reports shall be made by railroad com¬ 
panies to the State auditor. (Art. XI, sec. 1.) 

Local aid.—No local district shall make donations to any work of internal im¬ 
provement except by vote of the people; aggregate donations of this character 
shall not exceed 10 per cent of the assessed value of property in any county unless 
by a two-thirds vote of the people, when a 5 per cent increase over the 10 per cent 
limit shall be valid. (Art. XII, sec. 4.) 


1 Booth’s Montana Code, secs. 8096,3737-3743. 

2 Ibid., sec. 3719. 

* Laws of 1897, p. 202. 

* Booth's Montana Code, sec. 3715. 

5 Ibid., sec. 4074. 
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STATUTE PROVISIONS. 

Railroad companies. 1 

Listing, valuation, etc.— Railroad companies are required to make annual 
reports of their property and its value to tne State. On tne basis of these reports 
the State board of equalization assesses all property of operation and apportions 
the valuation thus determined among the counties, where the tax is computed 
and collected. 

Local taxation.— Real and personal property of railroads, not in the right of 
way, is locally assessed and taxed. There is also a local tax on the values appor¬ 
tioned by the State. 

Telegraph companies. 1 * 

These companies are taxed like railroads. 

Sleeping car companies. 12 

These companies are taxed on a pro rata mileage valuation of their cars. 
Express, steamboat, and other transportation companies. 1 

All such companies incorporated in the State pay a franchise tax upon their 
capital stock, less the value of real and personal property otherwise taxed. Deduc¬ 
tion is also made for indebtedness, except for current expenses and improvements. 

NEVADA. 

CONSTITUTIONAL PROVISIONS. 

State aid. —The State shall not donate or loan its money or credit or subscribe 
to stock in any company or corporation. (Art. VIII. sec. 9.) 

The State shall never assume the debts of any corporation. (Art. IX, sec. 4.) 

Uniform tax on property.— There shall be a uniform and equal rate of assess¬ 
ment and taxation on all property. (Art. X, sec. 1.) 

Corporations — All corporate property shall be subject to taxation the same as 
the property of individuals. (Art. VIII, sec. 2.) 

Local aid.—No local division shall become a stockholder in or lend its credit in 
aid of any company or corporation except railroad companies. (Art. VIII, sec. 10.) 

STATUTE PROVISIONS. 

Railroad companies. 4 

Listing, valuation, etc.— Railroad companies make annual returns of property, 
which is assessed by the State board of assessment and equalization. The valua¬ 
tion determined by that board is apportioned among the counties for the compu¬ 
tation and collection of the tax. In fixing values, statute provision requires that 
the railroad property shall not be treated as so much “land covered by right of 
way” nor “as so much iron,” but as a complete operated line of road. Rolling 
stock is valued and apportioned on a pro rata mileage basis. 

Local taxation—AW railroad property is locally taxed. 

Common carriers. 5 

Common carriers (carriers of gold dust) pay an annual tax of $150 in the coun¬ 
ties where they operate. 


NEW HAMPSHIRE. 


CONSTITUTIONAL PROVISIONS. 

Uniform taxes.— The general court shall have power to levv proportional and 
reasonable assessments, rates, and taxes upon all persons and estates within its 
limits. (Part2, art. 5.) 

Local aid.— The general court shall not authorize any town to loan or give its 
money or credit in aid of any corporation. (Ibid.) 


1 Compiled Statutes of Nebraska (1897), pp. 912-913. 

*Ibid.,pp. 913-914. 

8 Ibid.,p. 911. 

4 Cutting's compiled laws of Nevada (1861-1900), secs. 1236-1239. 

6 Ibid., sec. 1190. 
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STATUTE PROVISIONS. 

Railroad companies. 1 

Exemption .—Railroads are exempted from taxation for a period of ten years 
after their construction. 

State taxation .—'The State board of equalization assesses all railroad property. 
The various companies are required to submit all evidence required of them by 
the board. The tax is levied on the value of road, rolling stock, and equipment, 
and is in lieu of all taxes on stocks, 

Local taxation and local distribution.—Real estate not in the right of way is 
locally assossed and taxed. The proceeds of the State tax on railroads is disposed 
of as follows: 

(1) One-fourth of the tax is paid to the towns through which roads run accord¬ 
ing to the share of the capital invested in each town for buildings and right of 
way. 

(2) To each town in the State in which any railroad stock is owned, such pro¬ 
portion of the residue of the tax as the number of shares owned in such town 
Dears to the total number of shares of capital stock. 

(3) The remainder is retained by the State. 

In order to carry out this distribution the selectmen annually make invoice of 
the shares of railroad stock owned by the inhabitants ot their respective towns 
to the State treasurer. The various railroad companies also give a list of the 
samo to the selectmen. 

Telephone and telegraph companies. 1 

These companies are, like railroads, taxed on their lines and equipments. 

NEW JERSEY. 

CONSTITUTIONAL PROVISIONS. 

State aid .—The credit of the State shall not be directly or indirectly loaned in 
any case. (Sec. VI, 3.) 

STATUTE PROVISIONS. 

Railroad companies. 2 

Listing . valuation, etc .—Railroad companies make annual returns of property, 
stock, and indebtedness, upon the basis of which, in addition to corporation books, 
etc., the State board of assessors set a valuation upon all railroad prop°rty and 
franchises. A tax of one-half of 1 per cent is levied on this valuation for State 
purposes. 

Jjxal taxation .—In addition to the State tax, the State collects a tax at the 
local rate upon railroad real estate in each tax district, the proceeds of which are 
'apportioned among the tax districts in which such property is situated. Other 
local railroad property not used for purposes of operation is locally assessed and 
taxed. 3 

Telegraph, telephone, express, palace, parlor, and sleeping car companies. 4 

All such companies incorporated in the State pay to the State an annual license 
tax for their corporate franchises of 2 per cent upon their gross receipts 'from 
business done in the State. 

Foreign equipment companies/’ 

These companies are assessed on their rolling stock according to the proportion 
of the year their cars are kept in the State. 

NEW MEXICO. 

STATUTE PROVISIONS. 

Railroad companies. 

Exemption .*—Railroads are exempted from taxation for a period of six years 
after their completion. 


1 Public Statutes and Session Laws in force January 11,1901, pp. 224-226. 

* General Statutes of New Jersey (1895), pp. 3322-3335. 

3 Laws of 1897, p. 147. 

* General Statutes of New Jersey (1895), pp. 8330,3339. 

6 Ibi<l., P. 3326. 

* Compiled Laws of New Mexico (1897), secs. 3880,8881. 
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Taxation . 1 —Railroad property is assessed and taxed like the property of indi¬ 
viduals. 

Express companies.* 

These companies are taxed by the Territory at the rate of 2 per cent on their 
surplus of gross receipts over sums actually paid out to other companies for trans¬ 
portation within the Territory. One-half of the sum thus paid the Territory is 
distributed among the counties in proportion to the business done in each county. 
The tangible property of express companies is locally assessed and taxed. 

Palace and sleeping car companies. 1 3 ’ 

These companies pay the Territory a tax of 2-i per cent on their gross earnings 
from business done in the Territory. One-half of the proceeds of the tax is dis¬ 
tributed among the counties in the same manner as the tax on express companies. 
The tangible property of the companies is locally assessed and taxed. 

NEW YORK. 

CONSTITUTIONAL PROVISIONS. 

State transportation interests .—The legislature shall not sell, lease, or otherwise 
dispose of the Erie Canal, the Oswego Canal, the Champlain Canal, the Cayuga 
and Seneca Canal, or the Black River Canal; they shall remain the property of 
the State forever. This shall not apply to the Main and Hamburg Street Canal 
in Buffalo. (Art. VII, sec. 8.) 

The canals may be improved as the legislature shall provide by law. The cost 
of such improvement may bo met by loan, appropriation from the State treasury, 
or an equitable annual tax. (Art. VII, sec. 10.) 

Local aid .—No local division shall loan its money or credit to, become the owner 
of stock or bonds in, or incur indebtedness for any individual, association, or 
corporation. (Art. VIII, sec. 10.) 

STATUTE PROVISIONS. 

Transportation and transmission companies. 

State taxation . 4 —All transportation and transmission companies, in common 
with other corporations and joint-stock companies, are required to make annual 
returns to the State controller. Upon the basis of these returns the various com¬ 
panies are taxed upon their franchises, on the basis of their capital stock employed 
in the State, at the rate of one-fourth mill on the $1 for each 1 per cent of divi¬ 
dend declared, provided the dividend is at least G per cent on the par value of the 
stock. If the dividend is under 6 per cent, or if none has been declared, the tax 
rate is mills on each §1 of the actual value of the capital stock. 

Every transportation and transmission company, in addition to the above tax, 
must pay a tax “ upon its corporate franchise or business in this State” of one- 
half of 1 per cent upon its gross earnings from business done in the State. 

Provision is made for the examination of corporation books, records, witnesses, 
etc., by the State controller. 

Local taxation .*—All companies are locally assessed and taxed on their property. 

NORTH CAROLINA. 

CONSTITUTIONAL PROVISIONS. 

State aid .—The State shall not lend its credit in aid of any person, association, 
or corporation but by vote of the people, except to aid in completing such rail¬ 
roads as may be unfinished at the time of the adoption of this constitution^ (Art. 
V, sec. 4.) 

Uniform tax on property—Franchise and income taxes .—Taxation shall be by 
uniform rule on all property. The general assembly may also lay taxes on fran¬ 
chises and income, provided the property from which income is derived is not 
taxed. (Art. V, sec. 3.) 


i Compiled Laws of New Mexico (1x97), see. 4025. 

a Ibid , MCfH. 2920-3927. 

3 Ibid., wees. 4118-4121. 

* General Laws, Chap. XXIV, sees. 182,184,189. 
6 lbid.,seC8.11,39. 
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STATUTE PROVISIONS. 

Railroad companies. 1 

Listing, valuation, etc— Railroad companies annually report their property of 
operation to the State corporation commission. The commission determines the 
value of this property as if it were the property of individuals. Rolling stock is 
valued on a pro rata mileage basis. The final valuation is apportioned among 
tho counties for the computation of the tax. The tax for State purposes is paid 
directly into the State treasury. The commission is empowered to examine 
books, papers, etc., in determining valuations. 

Local taxation .—Railroad property other than that of operation is locally assessed 
and taxed. There is also a local tax on the values apportioned by the State. 

Telegraph, telephone, express, sleeping-car, freight-car, canal, and steamboat 
companies. 1 3 

These companies are assossed and taxed like railroads. 

Telegraph, telephone, and express companies pay also a tax of 2 por cent on 
their gross receipts from business done in the State. 


NORTH DAKOTA. 


CONSTITUTIONAL PROVISIONS. 

State aid.— The State shall not loan its credit, make donation, or take stock in 
aid of any individual, association, or corporation. (Sec. 185.) 

Uniform, tax on property.— All property shall be taxed by a uniform rule 
according to its true money value. (Sec. 170.) 

Railroads.— Tho franchises, roadway, roadbed, rails, and rolling stock of rail¬ 
roads shall be assessed by tho State board of equalization at its actual value, and 
such assessed valuations shall be apportioned among the local taxing districts on 
a pro-rata mileage basis. (Sec. 171).) 

The legislature may provide for the payment of a percentage of railway gross 
earnings in lieu of the above taxes on property, except the local taxes on property 
not in the right of way. (Sec. 176.) 

Reports by railroad companies.— Railroads shall make annual reports to tho 
State as prescribed by law. (Sec. 140.) 

Local aid. —No local division shall loan its credit, make donation, or take stock 
in aid of any individual, association, or corporation. (Sec. 185.) 

STATUTE PROVISIONS. 


Railroad companies. 1 

Listing, valuation , etc— Railroad companies make annual returns of their 
property to the State board of equalization. On the basis of these returns fran¬ 
chise, roadbed, roadway, rails, and rolling stock used in the State are assessed at 
their actual value. Corporation books and papers, as well as witnesses, may be 
summoned to assist in determining valuations. The valuations are apportioned 
among the counties for the computation and collection of the tax. 

Local taxation.— Property other than that of operation is locally assessed and 
taxed. There is also a tax on the values apportioned by the State. 

Telegraph and telephone companies. 4 
These companies are locally taxed on their property. 

Express companies.' 1 

These companies pay an annual license tax, as follows: 

$5 per station in places of 200 inhabitants or less. 

$10 per station in places of from 200 to 1,000 inhabitants. 

$25 per station in places of from 1,000 to 8,000 inhabitants. 

$50 per station in places of more than 3,000 inhabitants. 

These companies are also locally assessed and taxed on their personal property. 


1 Laws of 1899, chap. 15, and Laws of 1900, p. ft! 

2 Laws of 1899, p. 59. 

3 Revised Code of North Dakota (1895), secs. 1331-1333. 

«Laws of 1899, p.259. 

& Revised Code of North Dakota (1895) secs. 1746-1748; also laws of 1899, p. 269. 
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Sleeping car companies. 1 

These companies pay an annual license tax of $100 per car, the aggregate sum 
paid by any one company not to exceed $5,000. 

OHIO. 

CONSTITUTIONAL PROVISIONS. 

State aid .—The State shall never contract any debt for purposes of internal 
improvement. (Art. XII, sec. 0.) 

The State shall never lend its credit to nor subscribe to stock in any association 
or corporation. (Art. VIII, sec. 4.) 

The State shall not assume the debts of any corporation. (Art. VIII, sec. 5.) 

Uniform tax on property .—All property shall be taxed according to a uniform 
rule at its true casli value. (Art. XII, set;. 2.) 

Corporations— Corporate property shall forever be taxed like the property of 
individuals. (Art. XIII, sec. 4.) 

Local aid.—The general assembly shall never authorize any local division to 
raise money or loan its credit in aid of any association or corporation, or become 
a stockholder therein. (Art. VIII, sec. 0.) 

STATUTE PROVISIONS. 

Railroad companies. 2 * 

Listing , valuation , etc .—The auditors of the various counties are constituted a 
board oi appraisers for railroads. The various companies make annual returns 
of property and upon request are required to submit nooks, records, etc. 

Upon the basis of this information all property of operation, moneys, and credits 
are assessed upon a pro-rata mileage basis. The valuation-thus determined is 
apportioned among the counties for the computation and collection of the tax. 

Excise tax .—Railroads are required to pay the State an annual excise tax of 
one-half of 1 per cent on gross earnings from business done in tfie State, including 
a mileage proportion of interstate receipts. 

Local taxation.—Real estate not in the right of way is locally assessed and 
taxed. 

There is also a local tax on the values apportioned by the State. 

Telegraph, telephone, and express companies. 1 

The property of these companies is valued by the State board of appraisers and 
assessors. In determining this valuation capital stock and earning capacity are 
duly considered. The value of real estate locally assessed and taxed is deducted, 
and the remaining valuation is prorated on a mileage basis among the counties 
for the computation and collection of the tax. 

Telegraph and telephone companies are required to pay the same “excise tax” 
as railroad companies. 4 

Express companies are required to pay an excise tax of 2 per cent on gross 
receipts from business done in the State. 

Freight line and equipment, and sleeping car companies. 5 

These companies are required to pay an annual tax to the State upon the actual 
value of their capital stock, representing capital and property owned and used in 
the State. This value is determined on a pro-rata mileage basis and deduction is 
made for real estate locally assessed and taxed. 

OKLAHOMA. 

STATUTE PROVISIONS. 

Railroad companies. 6 

Listing, valuation , etc.—Railroad companies are required to make annual 
reports to the Territory. All property of operation, moneys, and credits are 
assessed at their actual cash value by the board of railroad assessors, who are 
empowered also to examine corporation books and records, and to summon wit- 


1 Revised Code of North Dakota (1895), secs. 1751-1753. 

2 Buten's Annotated Ohio Statutes (1897), sees. 2770-2777 et seq. 

»Ibid.,sees.2780-2781 et seq. 

4 Ibid., sees. 2777 et seq. 

6 Ibid., secs. 2780-2787 et seq. 

•Lawsof 1895, pp 224-229; sec also Laws of 1899, p.219. 



TAXATION OF TRANSPORTATION COMPANIES. 1071 


nesses, etc. The valuation determined upon its apportioned among the counties 
for the computation and collection of the tax. Cars used by a railroad hut not 
owned by it are listed against the company to which they belong. 

Local taxation.—. Real estate not in the right of way is locally assessed and 
taxed. There is also a local tax on the values apportioned by the State. 

Telegraph and telephone companies. 1 

These companies are locally assessed on their property, returns of which they 
are required, to make to both the auditor of the Territory and to the county clerks. 

OREGON. 

CONSTITUTIONAL PROVISIONS. 

State aid.— The State shall not subscribe to stock in any company or corpora¬ 
tion. (Art. IX, sec. 6.) 

Uniform tax on property—There shall be a uniform rate of assessment and 
taxation. All property shall be taxed at its just value. (Art. IX, sec. 7.) 

Local aid.—No local district shall become a stockholder in any corporation or 
company, or raise money for or loan its credit in aid of any individual, associa¬ 
tion, or corporation. (Art. XI, sec. 9.) 

STATUTE PROVISIONS. 

Transportation companies.' 1 

Transportation companies generally are assessed and taxed on their property in 
the same manner as individuals. 

Railroad rolling stock, including all cars hired or leased, is annually reported 
by the managing officers of railroads at their places of business, anu is appor¬ 
tioned among the counties on a pro-rata mileage basis. Rolling stock engaged in 
interstate business is assessed on a pro-rata mileage portion. 


PENNSYLVANIA. 


CONSTITUTIONAL PROVISIONS. 


Release from taxation.—The power of the State to tax corporations and corpo¬ 
rate property shall not be surrendered or suspended. (Art. IX, sec. 3.) 

state aid.— The credit of the Commonwealth shall not be pledged or loaned to 
any individual or company, nor shall the Commonwealth become a stockholder 
in any company. (Art. IX, sec. (i.) 

No obligation of any railroad or other corporation, held by the Commonwealth, 
shall be postponed or diminished in any way. (Art. Ill, sec. 24.) 

Uniform taxation.—All taxes shall be uniform on the same class of subjects 
and shall be levied and collected under general laws. (Art. IX, sec. 1.) 

Reports, etc., of transportation companies.—In addition to the annual reports 
required of transportation companies, the secretary of internal affairs may require 
special reports. (Art. XVII, sec. 11.) 

Local aid.—So local district shall become a stockholder m any company nor 
loan its credit to, nor appropriate money for, any company or individual. (Art. 
IX, sec. 7.) 

STATUTE PROVISIONS. 


All transportation and transmission companies. 

State taxation.— All corporations in the State are required to make annual 
reports to the State. They are taxed at the rate of one-half of 1 per cent on the 
actual value of their capital stock. This, according to judicial interpretation, is 
a tax on property, franchise, assets, and earning capacity. Companies doing an 
interstate business are taxed only on a mileage proportion of their capital stock.* 

These companies also pay a tax of two-fifths of 1 per cent on the value of bonds 
issued by them and held by residents of the State. The tax is paid out of the 
interest on the bonds, so that when no interest is paid no tax is paid. 4 


1 Statutes of Oklahoma (1893), p. 1043. 

8Hill’s Annotated Laws of Oregon (1892), pp. 1281-1284. 
»Pamphlet laws of 1891, p. 2-29, and of 1893, p.353. 

* Pamphlet laws of 1895, p. 193. 
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These companies also pay a tax of four-fifths of 1 per cent on gross receipts from 
business clone wholly in tho State. 1 

Express companies are subject in addition to an annual excise tax on gross 
earnings from business done m the State, including a mileage proportion of inter¬ 
state receipts. The rate is 1 per cent when receipts are $100 per mile or under, 

2 per cent when receipts are between $100 and $150 per mile, then 1 per cent 
additional for each $50 additional receipts per milo until the rate reaches the 
maximum of 5 per cent.® 

Local taxation,— Transportation property not necessary for operating purposes 
is locally assessed and taxed. 

The New York, Lake Erie and Western Railroad Company, in addition to the 
regular taxes, annually pays the State $10,000 for the privilege of maintaining a 
portion of its road through Pike and Susquehanna counties. 3 

RHODE ISLAND. 

CONSTITUTIONAL PROVISIONS. 

State aid.—The credit of the State shall not bo pledged in aid of any individual, 
association, or corporation. (Art. IV, sec. 13.) 

A two-thirds vote of both houses shall be necessary to every bill appropriating 
public money or property for private purposes. (Art. IV, sec. 14.) 

Taxation.—The general assembly shall provide for tho assessment of taxes as 
it may think best. 

STVTUTE PROVISIONS. 

Railroad companies. 

Railroad companies are taxed on their property in the same manner as individ¬ 
uals. No express provision is made for railroad taxation in the law of the State. 

Telegraph, telephone, and express companies. 4 

These companies are required to make annual returns of their gross receipts 
from business done in the State. A tax of 1 per cent is levied on these receipts, 
to be paid into the State treasury in lieu of all other taxes on property of operation. 

SOUTH CAROLINA. 

CONSTITUTIONAL PROVISIONS. 

Uniform tax on property.— There shall be a uniform and equal rate of assess¬ 
ment and taxation. All property shall be taxed at its just value. (Art. IX, sec. t.) 

Corporators.—The property of corporations shall be subject to taxation. (Art. 
XII, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies. 6 

Listing, valuation, etc.— Railroad companies sire required annually to list with 
the controller-general of the State their entire property of operation, moneys, 
credits, etc. Annual reports are made also to the county auditors of property 
within the various counties. The controller-general is empowered to examine 
corporation books, papers, etc. A valuation is set upon the property as listed by 
the State board of assessors, and the valuation thus detennined is apportioned 
among the counties for the computation and collection of the tax. 

Local taxation.— Railroad real estate not in the right of way is locally assessed ' 
and taxed. There is also a local tax on the values apportioned by the State. 

Telegraph, telephone, palace-car, express, and fast-freight companies." 

These companies are taxed on a property valuation determined by tho State 
board of assessors in much the same manner as railroads. 

SOUTH DAKOTA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— The power to tax corporations and corporate property 
shall never be surrendered or suspended. (Art. XI, sec. 3.) 


1 Pamphlet laws of 1889,p.420. ^General Laws of Rhode Inland (18%), pp. 133-134. 

1 Pamphlet laws of 1897, p.294. 6 Revised Statutes of South Carollnu (1893), pp. 96-97. 

8 Pamphlet laws of 1846, p. 179, «Laws of 1898, No. 441. 
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State aid .—The State shall not make donation to, loan its credit to, or assume 
the liability of any individual, association, or corporation, or subscribe to stock in 
any association or corporation. (Art. XIII, sec. !.) 

Uniform taxon property—Corporations .—All taxes shall be uniform on all prop¬ 
erty. Corporate property shall be assessed and taxed as near as may be like indi¬ 
vidual property. (Art. XI, sec, 2.) 

Railroad reports .—Railroad companies shall make annual reports to the State 
as by law prescribed. (Art. XVII, sec. 12.) 

Local aid.-No local division shall make any donation to, loan its credit to, or 
assume the liability of any individual, association, or corporation, nor subscribe 
to stock in any association or corporation. (Art. XIII, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation, etc .—Railroad companies make annual reports to tho State 
board of assessment and equalization of their earnings and property of operation. 
On the basis of these returns a valuation is reached, taking into consideration 
gross and net earnings, and is apportioned among the counties for the computa¬ 
tion and collection of the tax. 

Local taxation—AW railroad property other than that of operation is locally 
assessed and taxed. There is also a local tax on the values apportioned by the State. 

Telegraph and telephone compan 

These companies make annual returns to tho State board of assessment and 
equalization, and are taxed on their property as valued by that board. The tax 
is paid directly into the State treasury. Each county is subsequently allotted its 
share of the proceeds of the tax. 

Express and sleeping-car companie 

These companies make annual returns to the State auditor. They are assessed 
on their property by tile State board of equalization and assessment. Tile gross 
earnings for the year are taken into account in determining the valuation. The 
tax is paid into the State treasury. Each county is subsequently allotted its share 
of the proceeds of the tax. 


TENNESSEE. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement.—A well-regulated system of internal improvement might 
to be encouraged by the General Assembly. (Art. XI, see. 10.) 

Stale aid.—The credit of tho State shall not lie loaned in aiil of any individual, 
association, or corporation, nor shall the State become a stockholder in any asso¬ 
ciation or corporation. (Art.II.soc.3i.) , 

No State bonds shall be issued to any railroad company which, at, tlio time of 
its application for sucli, shall be in default of interest on past issues to it, or which 
has disposed of any past issues to it for less than par. (Art. II, see. 33.) 

Uniform tax on property— All property shall be taxed uniformly according to 
its value, as the legislature shall direct, (Art. II, see. 23.) 

Local aul .—No local division shall loan its credit to any individual, association, 
or corporation, nor take stock in any association or corporation, except by three- 
fourths vote of the people. (Art. II, see. 2!).) 

STATUTE PROVISIONS. 

Railroad companies.* 

Listing, valuation, etc.—Railroad companies file annual schedules of property, 
stock indebtedness, and earnings with the State railroad commission, by whom 
a valuation is set upon railroad property, with due regard for franchises, stock, 
bonds and earnings. The valuation thus determined is examined by the State 
hoard of equalization and certified to tho State controller. The taxes are paid 
into the State treasury. ... 

In reaching a valuation the railroad commission has power to examine corpo¬ 
ration books and papers. Railroad property having actual situs is known as 
localized property, and that having' no actual situs is known as distributable prop¬ 
erty and is valued on a pro rata mileage basis. 


i Annotated South Dakota statutes (1899) secs. 2180-2103. 
«Ibid., secs. 2194-2196. 


»Ibid., sees. 2198-2203. 
* Laws of 1897, chap. 6. 
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Railroad companies not paying the State ad valorem tax pay an annual tax as 
follows: Companies controlling or operating 400 miles or more of road pay $10,000 
for business done in the State; from 100 to 400 miles, $5,000; from 35 to 100 miles, 
$1,000; less than 25 miles, $100.' 

Local taxation.— Railroad real estate and personalty (having actual situs) are 
locally assessed and taxed. 

Each county through which a railroad runs its lines may levy a tax of $500 
against such company, and each incorporated town a tax of $25.* 

Railroad terminal companies, in counties of 90,000 inhabitants or over, pay a 
tax of $500; in counties or 70,000 to 90,000 inhabitants, $400, and in counties of 
50,000 to 70,000, $300.' 

Telegraph and telephone companies . 2 

These companies are assessed and taxed on their property like railroads. 

Telegraph companies pay also an annual privilege tax to the State, in lieu of 
all other State taxes but the ad valorem tax, as follows: Companies sending mes¬ 
sages between points in the State, and operating 1,000 miles or more of line within 
the State, pay a tax of $5,000; from 300 to 1,000 miles, $1,000; from 100 to 300 
miles, $300; from 25 to 100 miles, $25.' 

Telephone companies annually pay to the State a privilege tax for business done 
wholly in the State, in lieu of all other State taxes but the ad valorem tax, vary¬ 
ing according to the population of the city or town in which it does business from 
50 to 75 cents per instrument in use. 1 

Express and sleeping-car companies . 1 

Express companies pay an annual privilege tax to tho State, in lieu of all other 
State taxes but the ad valorem tax, as follows: Companies operating over lines 
100 miles or under in length, $200 for business done wholly within tho State; 
over 100 miles, $2,000. 

Sleeping-car companies are required to pay tho State an annual privilege tax 
of $2,500 in lieu of all State taxes but the ad valorem tax. 

TEXAS. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— The power to tax corporations and corporate property 
shall never be surrendered or suspended. (Art. VIII, sec. 4.) 

State aid.— The credit of the State shall never be loaned in aid of any individual, 
association, or corporation. (Art. Ill, sec. 50.) 

The State shall make no grant of money to any individual, association, or cor¬ 
poration. (Art. Ill, sec. 51.) 

The legislature shall not release the liability of any railroad to the State. (Art. 
Ill, sec. 54.) 

The legislature shall not release, postpone, or diminish any liability to the State. 
(Art. Ill, sec. 55.) 

Uniform taxation — Property, license , income , and occupation taxes. —Taxation 
shall bo equal and uniform. All property in the State shall bo taxed. The legis¬ 
lature may also impose license ami income taxes. (Art. VIII, sec. 1.) 

All occupation taxes shall be uniform upon the same class of subjects within 
the same jurisdiction. (Art. VIII, sec. 2.) 

Railroads.— All railroad property shall be assessed in the several counties. 
Rolling stock may be assessed in gross in the county where a company’s principal 
office is located, the resulting tax to be apportioned by the controller among the 
counties on a pro rata mileage basis. (Art. VIII, sec.8.) 

Local aid.— The legislature shall not authorize any- local division to lend its 
credit or grant money to any individual, association, or corporation, nor to become 
a stockholder in any association or corporation. (Art. Ill, sec. 52.) 

Municipal taxes.— All railroad property shall bear its proportional share of 
municipal taxation. (Art. VIII, sec. 5.) 

STATUTE PROVISIONS. 

Railroad companies. 

Ad valorem ta.v. :i — Railroad companies pay ad valorem taxes on their franchises 
and on all property owned by them in the State, each county through which a 
road runs assessing and collecting the State and county taxes on the number of 


1 Lawn of 1897, pp. 74-77. * Revised Statuten of Texas (1896), pp. 1034-1086. 

* Ibid., chap. 5. 



TAXATION OF TRANSPORTATION COMPANIES. 1075 


niiloH of line and superstructure within its limits. The total value of rolling 
stock owned and used in tho State by each company is listed with the assessor of 
the county in which its principal office is located. The total rendition is for¬ 
warded to the State controller, who apportions the value among tho counties on 
a pro rata mileage basis. This valuation is then added to the valuation of the 
other property of the road and is the basis for State and local taxes. 

Occupation ta.c. ] — Railroad companies also pay to the State an occupation tax 
of 1 per cent on gross receipts from passenger travel. This tax is paid quarterly to 
the controller on a sworn statement by authorized officers of the various com¬ 
panies. Steamboat and stage companies pay the same tax. 

Telegraph aud telephone companies. 

Telegraph companies pay a tax of l cent on every full-rato message sent between 
points in the State and a tax of one-half cent on other than full-rate messages, in 
addition to the usual local property taxes. 2 * 

Telephone companies annually pay the State a tax of 23 cents per telephone in 
use in tho State. ;I 

Sleeping-car and express companies. 

Sleeping-car companies pay a State tax of one-fourth of 1 per cent on tho value 
of their capital stock in use in the State. The valuation is determined on a pro 
rata mileage basis, and the value of all property other than rolling stock is 
deducted. 4 There is also a State tax of 2J per cent on gross receipts from pas¬ 
senger traffic in the State.' 1 

Express companies pay a State tax of 1A per cent on gross receipts from traffic 
in the State. 0 

All sleeping-car and express companies are subject to the usual local property 
taxes. 

UTAH. 

CONSTITUTIONAL PIC)VISIONS. 

State aid. —The Stale shall neither loan its credit to nor subscribe to stock or 
bonds in any railroad, telegraph, or other private enterprise. (Art. YI, sec. 81.) 

The legislature shall not release any individual or corporation from its liability 
to the State or to any local division thereof. (Art. YI, sec. 27.) 

Uniform tax on property— There shall be a uniform and equal rate of assess¬ 
ment and taxation on all property in the State. Every person and corporation 
shall bo taxed in proportion to value of property. (Art. XIII, sec. 3.) 

All persons and corporations doing business in the State shall be subject to tax¬ 
ation lor State and local purposes on all their property. (Art. XIV, sec. 10.) 

Rolling stock shall be considered and taxed as personalty. (Art. XII, sec. 14.) 

Income , license , and franchise taxes.— Tho legislature may levy a stamp tax, and 
taxes based on income, occupation, licenses, franchises, or mortgages. (Art. XIV, 
sec. 12.) 

Local aid.—The legislature shall not authorize any local division to loan its 
credit or subscribe to stock or bonds in any railroad, telegraph, or other private 
enterprise. (Art. YI, sec. 31.) 

STATVTK PROVISIONS. 

Railroad companies. 7 

Listing , valuation , etc.—Tho officials of railroads operating in more than one 
county are required to make annual reports to the State, setting forth all their 
property and its value. On the basis of these reports the various companies 
are assessed by the State board of equalization on tneir property and franchises. 
Rolling stock is valued on a pro rata mileage basis. The total valuation is appor¬ 
tioned among the counties for the computation and collection of the tax. 

Local taxation.— Railroad lands not employed for operating purposes are locally 
assessed and taxed. There is also a local tax on the values apportioned by the 
State. 

Telegraph, telephone, car, and depot companies. 8 

These companies are taxed like railroads. 

1 Revised Statutes of Texas (1896), p. 1019. 6 Laws of 1897, p. 170. 

2 Ibid., pp. 1019., 1031. . 8 Laws of 1895, chap. 82. 

s Ibid., p. 1075. 1 Laws of 1899, pp. 102-103. 

* Ibid., p. 1070. 8 Ibid., pp. 102-103. 
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VERMONT. 

CONSTITUTION A1. PROVISIONS. ^ 

Nothing specific. 

STATUTE PROVISIONS. 

Railroad companies.' . , 

Listing, valwition, etc — Railroad companies are required to make full returns, 
not more frequently than biennially, to the commissioner ot State taxes, who 
appraises the value of the railroad property, including the corporate franchise. In 
the case of interstate roads, the valuation is determined on a pro rata mileage 
basis. The rate of the tax is seven-tenths of 1 per cent. 

Alternative gross earnings tax .—Railroad companies may pay in lieu of the tax 
on property and franchise a tax of 2.V per cent on gross earnings from business 
done in the State, including a pro rata mileage portion of interstate earnings. 

Telegraph and telephone companies. 2 

Telegraph companies are taxed on the value of property and franchise as fol¬ 
lows: 60 cents per mile of poles and the first line of wire; 40 cents per mile on 
each additional wire. 

In lieu of this tax, telegraph companies may pay a tax of 3 per cent on their 
gross earnings from business done in the State. 

Telephone companies pay a tax of 3 per cent on their gross earnings from busi¬ 
ness done in the State. 

Express and sleeping-car companies. 1 

Express companies pay a tax of 4 per cent on their gross earnings from business 
done in the State. 

Sleeping-car companies pay a tax of 5 per cent on their gross earnings from 
business done in the State. 

Steamboat, car, and transportation companies.'' 

All such companies incorporated under the laws of the State pay a tax of seven- 
tenths of 1 per cent on an appraised valuation of their property and corporate 
franchises, or in lieu thereof a tax of 2 per cent on their entire gross earnings. 

License tax/' 

All corporations doing business in the State and all incorporated in the State 
pay an annual State license tax of $10 if their respective capitals are $50,000 or 
less, and of $5 for each additional $50,000 of capital, the total tax not to exceed $50. 

Local taxation." 

The real and personal estate of all transportation companies not used for 
operating purposes is appraised by the listers of the towns like the property of 
individuals. 

Powers of commissioner of State taxes. 7 

This officer is empowered by law to summon witnesses, and to examine corpo¬ 
ration books, papers, etc., to assist in reaching correct valuations for purposes of 
taxation. 

VIRGINIA. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement The State shall not engage in nor be a party to works 
of internal improvement otherwise than in the expenditure of grants to the State 
of land and other property. (Art. X, sec. 15.) 

State aid .—The credit of the State shall not bo granted in aid of any person, 
association, or corporation. (Art. X, sec. 12.) 

The State shall not be interested in the stock of any corporation. (Art. X, 
sec.18.) , . 

The liability of any corporation to the State shall not be released nor dimin¬ 
ished. (Art. a, sec. 21.) t „ . 

Uniform tax onjrroperty .—Taxation shall be uniform. All property shall bo 
taxed according to its value. (Art. X, sec. 1.) 


i Vermont Statutes, Title 10, secs. 657-664. 
«Ibid., secs. 666-668. 

*Ibid., secs. 669-671. 

♦Ibid., secs, 672-674. 


s Ibid., sec. 676. 

8 Ibid., secs. 590-692. 

7 Ibid., secs. 868-878, 698. 
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Business capital .—The capital invested in all business operations shall be 
assessed and taxed as other property. Assessments upon stock shall bo according 
to the market value thereof. (Art. X, sec. 4.) 

STATUTE PROVISIONS. 

Railroad companies. 1 

Listing, vat nation , etc .—Railroad companies are required to make annual returns 
to the auditor of public accounts, setting forth their entire property and their 
gross receipts and net earnings from operation. The auditor is empowered to 
examine corporation lxx)ks and papers. The board of public works appraises all 
railroad property. The taxes on this appraisement are paid into the State 
treasury. 

Gross receipts too?.—Railroad companies also pay a tax on gross receipts to pay 
the expenses of the railroad commission. 

Local taxation .—Railroad real estate not in the right of way, including depots 
and other buildings, is locally assessed and taxed. 

Telegraph and telephone companies. 2 . 

These companies are taxed on their property for State and public school 
purposes. 

Telegraph companies pay in addition a license tax of $2 per mile of poles, and 2 
per (tent on gross earnings from business done in the State. 

Telephone companies pay in addition a license tax, as follows: 

Those using 000 Instruments or less, 50 cents on each instrument. 

Those using between 600 and 1,000 instruments, 75 cents on each instrument. 
Those using between 1,000 and 2,000 instruments, $1 on each instrument. 

Those using more than 2,000 instruments, $1.50 on each instrument. 

Express and navigation companies. 3 

These companies are assessed on their property by the State, .and pay the usual 
property taxes. Express companies in addition pay ail annual State license tax, 
as follows: Those operating over 1,000 miles or more in the State, $500; less than 
1,000 miles, $300. 

Sleeping-car companies. 3 

These companies are taxed by the State for State and public school purposes. 
The tax is based on a pro rata mileage proportion of their capital stock. They 
also pay the usual local property taxes. 

Canal companies. 1 

These companies are assessed and taxed on their property like railroads. 
WASHINGTON. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— The power to tax corporations and corporate property 
shall not 1>e surrendered or suspended by the State. (Art. VII, sec. 4.) 

State (fid.—The credit of the State shall not be extended in aid of any person, 
association, or corporation. (Art. VIII, sec. 5.) 

Uniform tax on property .—There shall be a uniform and equal rate of assess¬ 
ment and taxation on all property in the State. (Art. VII, sec. 2.) 

Corporations .—Corporate property shall be taxed as nearly as may be by the 
same methods as arc followed in taxing individual property. (Art. VII, sec. 8.) 

Rolling stock shall be considered and taxed as personal property. (Art. XII, 
sec. 17.) 

Local aid .—No local division shall give any money or property, loan its money 
or credit, or become the owner of stock or bonds in aid of any company or corpo¬ 
ration. (Art. VIII, sec. 7.) 

STATUTE PROVISIONS. 

Railroad companies/' 

Listing , valuation , etc.—Railroad companies are required to return to the State 
auditor schedules of their entire property of operation, capital stock, earnings, 
expenses, and indebtedness. The property is then assessed ror State taxes by tne 
State board of equalization. 


1 Laws of 1897-98, pp. 78-80; also Code of 1887, sec. 1812. 

« Laws of 1899-1900, pp. 635-586. 

8 General Laws of Virginia, 1887-96 (Pollard ),pp. 228 et seq. 
* Laws of 1897-98, pp. 78-80, also Code of 1887, sec. 1812. 

6 Laws Of 1897, pp. 149-163. 
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Local taxation .—Railroads are locally assessed and taxed on all their property, 
on the basis of annual lists which they are required to make in each county. 
Rolling stock is valued on a pro rata mileage basis. 

Telegraph and telephone companies.' 

The property of these companies is taxed like the property of individuals. They 
are required to return annual schedules to the county assessors. These schedules 
are transmitted to the State auditor. 

Express, transportation, and stage companies . 2 

These companies are taxed on their personalty in the counties where it is kept. 

WEST VIRGINIA. 

CONSTITUTIONAL PROVISIONS. 

Stite aid.—The credit of the State shall not be granted in aid of any individual 
or corporation, uor shall the State ever assume the debts of any individual or cor¬ 
poration, nor shall the State become a stockholder in any company or association. 
(Art. X, sec. 6.) 

Uniform tax on property .—Taxation shall be equal and uniform on all property 
throughout the State. (Art. X, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies.’ 

Listing, valuation, etc .—Railroad companies are required to make detailed 
annual reports to the State auditor, setting forth property of operation, capital 
stock, bonded debt, earnings, and expenditures. On the basis of these returns, 
after approval by the board of public works, who have access to corporation 
books and papers and may examine corporation witnesses, the State auditor sets 
a valuation upon railroad property and apportions the same among the local tax 
districts, where the tax is computed at the usual rate and certified to the State 
auditor. The total taxes are then paid into the State treasury. 

Local taxation .—Railroad real estate not employed for purposes of operation is 
locally assessed and taxed. Each local district also receives its share of the taxes 
paid into the State treasury. 

Telegraph and express companies.’ 

The property of domestic telegraph and express companies is assessed and taxed 
like other property in the State. Foreign telegraph and express companies pay a 
State tax of 2 per cent on their gross receipts from business done in the State. 

Other transportation and transmission companies.' 

Incorporated transportation and transmission companies, other than railroad, 
telegraph, and express companies, are locally taxed as follows: Real estate is taxed 
as in other cases. The value of the capital is determined and taxed by the follow¬ 
ing method: The aggregate value of personal property (not exempt from taxa¬ 
tion) wherever situated, and including moneys, credits, and investments, is 
determined, and after deductions have been made for all amounts owed by such 
company as principal debtor, the remaining sum is taxed at the usual rate. 

WISCONSIN. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement.—The State shall never contract any debt for works of 
internal improvement, nor he a party to carrying on such works, except where 
grants of land or property have been made to the State for that purpose, (Art. 
VIII, sec. 10.) 

State aid .—The credit of the State shall never he given or loaned in aid of any 
individual, association, or corporation. (Art. VIII, sec. 2.) 

Uniform tax on property.—Texes shall be uniform, and upon such property as 
the legislature shall prescribe. (Art. VIII, sec. 1.) 


■Laws of 1897, p. 154. 

>Ibld.,p. 142. 

i Code ol West Virginia, Chap. XXIX, sec, 67. 


< Ibid., Chap. XXXIV. 
‘Ibid., Chap. XXIX, see. 64. 
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' - STATUTE PROVISIONS. 

Railroad companies. 1 

State taxation.— Railroad companies are required to make annual returns to 
the State treasurer, showing their gross earnings for the year, and specifying the 
earnings per mile of line. “ License fees*’ are then levied on gross earnings as 
follows: 

4 per cent on total gross earnings of $3,000 or more per mile. 

3£ per cent on total gross earnings between $2,500 and $3,000 per mile. 

3 per cent on total gross earnings between $2,000 and $2,500 per mile. 

24 per cent on the excess above $1,500 per mile, plus $5 per mile when gross 
earnings are between $1,500 and $2,000 per mile: $5 per mile when gross earnings 
aro less than $1,500 per mile. 

Railroads built on pile and pontoon bridges pay at the special rate of 2 per cent 
on their gross earnings. 

Local taxation. —There is no local tpx on railroads, except that lands owned by 
railroad companies, but not used for railroad purposes, are assessed and taxed like 
similar property of individuals. 

Telegraph and telephone companies. 

Telegraph companies pay a Stab' tax as follows: On a single wire, $1 per mile; 
on a second wire, 50 cents per mile; on a third wire, 25 cents per mile, and on 
each additional wire 20 cents per mile. 2 

Telephone companies pay a State tax of 3 per cent on gross earnings of $100,000 
or over and 2£ per cent on gross earnings under $100,000.' 

Express, sleeping car, equipment, and freight line companies.' 

These companies are required to make annual returns to the State treasurer, 
who puts such returns before the State board of assessment. The tax is assessed 
on a pro rata mileage portion of capital stock, with certain deductions. In the 
case of express companies, deduction is made for real estate situated and taxed 
outside of the State and for personalty not used in the express business; in the 
case of sleeping car and equipment companies, for real estate situated and taxed 
outside of the State; and in the case of freight-line companies, for real estate 
situated in the State. 

WYOMING. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement.—The State shall not engage in works of internal 
improvement unless authorized by a two-thirds vote of the people. (Art. XYI, 
sec. 6.) 

State aid. —The legislature shall not authorize the State to contract any debt in 
constructing any railroad or to loan its credit in aid of the same. (Art. Ill, 
sec.39.) 

The State shall not. loan its credit or make donation to any railroad or telegraph 
line. (Art. X, sec. 5.) 

The State shall not loan its credit, make donations, or subscribe to stock in aid 
of any individual, association, or corporation. (Art. XYI. sec. 6.) 

Uniform taxation—Listing, etc— All taxation shall be equal and uniform. 
(Art. I, sec. 28.) 

All lands and improvements thereon shall be listed and assessed separately. 
(Art. XV, sec. 1.) 

Railroads. —There shall be a State board, consisting of tlie auditor, treasurer, 
and secretary of state, which shall assess at their actual value the franchises, 
roadwav, roadbed, rails, and rolling stock of all railroads and other common car¬ 
riers. this valuation shall be apportioned among the counties as the basis of 
taxation. (Art. XV, sec. 10.) 

Reports of railroad companies. —All railroads operating in the State must make 
annual reports of their business, as the legislature may prescribe. (Art. X, sec. 3.) 

Local aid.— The legislature shall not authorize any county to contract any debt 
in constructing any railroad, or to loan its credit in aid of the same. (Art. Ill, 
sec. 39.) 

No local division shall loan its credit or make donation to any railroad or tele¬ 
graph line. (Art. X, sec. 5.) 

No local division shall loan its credit, make donations, or subscribe to stock in 
aid of any individual, association, or corporation. (Art. XVI, sec. 6.) 


i Revised Statutes of Wisconsin, sens. 1211-1218. 
*Ibid„ see. 1216. 


3 Ibid., sec. 1222a. 

4 Laws of 1899, chaps. 111-114. 
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STATUTE PROVISIONS. 

Railroad companies. 1 

Lifting, valuation , etc .—Railroad companies are required to make annual 
reports to the State board of equalization, setting forth all property of operation. 
On the basis of those reports a valuation is determined covering property and 
franchises, and is apportioned among the local districts for the computation and 
collection of the tax. 

Ijocal taxation .—Railroad real estate not employed for purposes of operation is 
locally assessed and taxed. There is also a local tax on the values apportioned by 
the State. 

Telegraph and sleeping car companies.' 

These companies are taxed like railroads. 
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TABLE II.— METHODS OF SECURING LOCAL REVENUES FROM RAIL¬ 
ROAD TAXATION. 


From local tax on— 


General property. 


Property not in right of j 
way. 


No local tax. 


j From distribution of State 
tax. 


Malinina. 

Arizona. 

Arkansas 

Colorado, 

Florida. 

(Jeorgiu. 

Idaho. 

Illinois 

Indiana. 

Iowa. 

Kansas. 

Kentucky. 

Louisiana. 

Maryland. 

Mississippi. 

Missouri 
Montana 
Nebraska. 
Nevada 
New Mexico 
New York. 
North Curolinit 
North Dakota 
Ohio 

Oklahoma 

Oregon. 

Rhode Island. 
South Carolina 
South Dakota. 
Tennessee . 1 
Texas 
Utah 

Washington 

Wyoming. 


California. 

Connecticut. 

Delaware. 

Maine. 

Massachusetts 

Michigan. 

New Hampshire 
New Jersey 
Pennsylvania. 
Vermont. 
Virginia 
West Virginia. 


Minnesota.' 

Wisconsin.* 


California. 

Maine. 

Massachusetts. 
New Hampshire 
New Jersey 
West Virginia. 


1 


’Theie is a local tax on lands owned by railroads, such as have been subject to grant either by the 
state or b> the United States. 

Lands used by railroad companies but hot used m any way for railroad purposes are assessed and 
taxed like the similar property of individuals 

•' Not including “distributable property.” There are, however, local license taxes on railroads. 
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McLeod, 562, 567, 569; Stearns, 583, 585; Harris, 602 

Overcapitalization of railroads, effect of.Woodlock, 4.>3 
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Western markets. . -. Childs.505 

Wholesale and retail, difference between .... . Walter, 543 

Production, consumption, distribution, by sections and States- . 

McLeod, 561,562 

Output from year to year... Walter, 543 

Productive capacity, and demand (Bee also Restriction of output). 

Saward, 511,512: Fleming, 538; 
Thomas, 555,556; McLeod, 565; Stearns. 587; Harris, 601,602 

Productive capacity, influences tending to increase. Childs, 499; 

Stearns, 587 

Seasonal variation in demand, and storage of coal.. Childs, 499,500 

Supply, duration of.Greene,475; Haddock, 529; Fleming, 540; 

Thomas,555; McLeod, 565,566,570; Stearns, 587; Harris,605,606 
Railroad mines, economies of operation by large corporations. McLeod, 566,568 

Publicity of accounts desirable... .Greene, 481 

Railroads, amount of coal mined by affiliated companies . McLeod, 563 

Names and description of coal roads. . . Saward, 508 

Profits on coal mining and transportation.Woodlock, 453,454; 

Greene, 472,474 





























1100 


INDEX OF TESTIMONY. 


Anthracite Coal—Continued. 4 p a 

Railroads, amount of coal mined, etc.—Continued. 

Proportion of coal traffic to total traffic. Walter, r>ji; 

Relation to su bordinate coal companies. . McLeod, 5« 1 

Stearns, 5711; Harris, 6<H) 

Reading Railroad, allotment of tonnage to.- ■ Saward, 51 1 ; 

Haddock. 527; Harris, 508, (ioi, (ioi; 

Attempted combination in 1893 . Childs, '>03 

Business .Harris, 51)6-011 

Capitalization of coal lands... Greene, 472; 

Saward, 517,511); Haddock, 533; McLeod, 566; Harris,601,005 

Cars, distribution of to operators. . . .. Harris, 601 

Earlier attempts to control Jersey Central and Lehigh Valley 

Rice,737-738 

Labor, attitude toward _ Harris, 610,611; Fitzpatrick, 833,834,837-840 

New England, extension into in 1802. McLeod, 567,574 

Prices, influence on .Stearns, 582; Harris, 604 

Purchaseof Central Railroad of New Jersey McLeod, 572; Harris, 607,600 

Recent purchases of coal land unimportant.Harris, 604 

Reserved supply of coal .McLeod, 566,570; Harris. 605,606 

Restr.ction of output (see also Allotment oj tonnage), existence of 

practice discussed. . .. Saward, 514,515,517; 

Fleming. 537,538; Walter. 545,547 
Independent operators, limit of supply of ears discussed .. Haddock, 524- 

526,532 

Variations of demand render necessary...Haddock, 525 

Royalties to owners ot coal lauds . Saward, 51!) 

Schuylkill region, conditions of mining in. Harris. 606 

Sizes of coal . .Stearns. 578 

Changes in demand for respective .Stearns, 583 

Method s of rnanu fact ure. Me Leod. 560 

Small, proportion of . .McLeod. 562,567 

Storing ot coal, difficulty of. . . . .Thomas, 556 

Strike of 1000, Coxe Bros. & Co., relation to. Stearin, 502,503 

Effect on prices Childs. 100; Saward. 510.516; McLeod, 567,574 

Etiect on producers and consumers . . Walter, 546; 

Saward. 520; Haddock. 527,528 

Justice ot demands discussed .. Haddock, 533; 

Fleming. 512: Thomas, 555,557; Stearns. 503,501 

Tide-water ports, described . ... .Saward, 503 

United Mine Workers, demands ot 1001 discussed .McLeod, 576 

Virginia, alleged supply m. .Haddock, 533 

Wages of miners .. McLeod. 567,574; Stearns, 503 

Recent increase. Childs, 100; Saward, 515,510 

Sliding scales, history ... .. . Stearns, 503,504 

Wastes of competition.. .. Greene. 468-470 

Western markets, shipments, prices, etc . (fluids, 500,505; Saward, 516,510 
Anthracite Coal Operators’ Association: 

Composition and objects ... . Fleming. 535 

Attitude towaid railroad companies... Fleming, 542 

Antiscalping laws. (Sec also Ticket brokerage.) 

Passage, and efforts to p:iss . . Lindenberger, 326.331 

Unconstitutionally, decisions as to.Lindenberger. 341,310 

Antwerp, telephone service of . . ... . Bethell,788 

Appliances: 

Defective, retained in use by railroads.1. Fuller, 10, 41 

Overhead structures....Fuller. 41 

Arbitration and conciliation: 

Advocated generally. Fuller, 70 

Compulsory, advocated.Fleming, 542 

Deprecated . Fuller, 71; Saward, 520; Thomas, 556,557 

Dis ussed.. Haddock, 533; Walter, 546,547 


Desirability of.Saward, 520; Haddock, 533; Greene. 471 


Labor organizations, incorporation as means of facilitating_Haddock, 533 

Irresponsibility of.... Fleming, 512 

Longshoremen.Great Lakes.. . ... . . Barter,312-315 

Argentina, per capita trade of, with the United States.Howes, 713 








































INDEX OF TESTIMONY. 


1101 


Pago. 

Armour Packing Company, requests changes in freight classification. 

McGovern, 671-672 

Associated Press: 

Franchise, how obtained. . . ... Randall, 256 

Cost of .. ...... . _ .Randall,256 

Originator of. ... Randall, 248 

Power of, as a monopoly. 

Randall. 245,248,252,255-257,259; Roberts,260,267,269,273 

Power of, to create public sentiment. Roberts, 273,274 

Western Union Telegraph Company relations with.Randall, 247,248 

Associated Railways of Virginia and the Carolinas, geographical ex¬ 


tent. 


McGovern, 654 
. Nicholson, 728 


McGovern, 080 
McGovern, 681 


(ireeno, 480 

. . Parsons, 137,143 

. Parsons, 134 

Parsons, 137 
... Bothell, 790-791 

Lindenberger, 353,354 
Liudonbcrger, 337,338 

Griswold, 613 

. Howes, 710 

Howes, 101 


Association of Accounting Officers, waybill, form of. adopted 
Atlanta, Ga.: 

Freight rates compared with Birmingham rates . 

Compared with Savannah rates..... 

Not in need of railways ..- McGovern, 680 

Atlantic and Pacific Telegraph Company, absorption by Western 

Union Telegraph Company. . . Clark. 220-221; Roberts, 272 

Attorney-General, no authority over freight, classification . . Langley, 860 
Audit Company of New York, nature of wor c. 

Australia: 

Policy of railways in ... . - 

Railway discriminations abolished in . —. 

Austria-Hungary: 

Railways . . . 

Telephone service. . 

Baggage: 

Checking on mileage books 
Checking on through tickets . 

Baltimore: 

Freight traffic at . . 

Rate differentials.. 

Spot wheat at.. 

Baltimore and Ohio Railroad: 

Pennsylvania Railroad relations with— . Schiff, 771.772 

Reading Railroad, relations with ....... ..... Harris, 608-609 

Relief department, discussed . Fuller, 43,17-49,->2,59-69 

Reorganization...... —.-.- Hchiff, 769 

Sunday traffic on. ... - - -- .Fuller, 29-32 

Baltimore and Ohio Telegraph Company: 

Failure of . - - - . ..Clark, 228 

Rates of ... - .. Parsons, 888 

Sale of, reasons for . .. - - -.. 22 

Bank notes, functions of . - —. Schiff, <77 

Banks, syndicates of . .... ”°!Si 8 ’ji2 

Barge lines, Mississippi River . . . — Markham, 426-432 

Basing point system. Southern States: ... .... 

Discrimination between places, causes of. Parsons, 1*8, 13v, 133 

Explanation of - - Ripley, p. 301: Markham, 439: Talcott, 629,630 

interstate commerce law, elfect on . . Markham, 439 

Numl er of basing points not m-r« asmg - McGovern, (w 9 

Origin of . McGovern, 678-6*9; Wilson, 697 

Bavaria, telephone system . .Bethell, 793 

Belgium: 

Labor conditions . ... 

Railways. 

Telegraph systems, extent of 
Telephone conditions 


Bothell, 788-789 
. Parsons, 137 
.. .. Clark,207 
Bothell, 788-789 


Bell Telephone Company: . 

American Telephone and Telegraph Company, relations with 


Bethell, 810-811 
Hall, 817-819 
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Discrimination against small shippers. . ..Langley. 861,862 

Arbitrary . . . .. Langley, 863 

Effect on jobbing trade . ... Langley, 861,862 

Pacific coast, case regarding differentials. Wheeler, 745; Stubbs, 758,761 

Carnegie, Andrew, United Ststes Steel Corporation, relation to formation 

of...Woodlock. 464 

Carrier’s risk rates, comparison with owner's risk rates.McGovern. 656, 

657,659-661 

Cars, difficulty of furnishing in busy season.Teisberg. 367,371 

Discrimination in supply of anthracito coal cars discussed .... Stearns, 588; 

Harris, 60U-601; Fleming, 536-537; Walter. 545 

Cartage, relation to freight rates...Nicholson, 726 

Central Pacific Railroad, Southern Pacific, relation to .Stubbs, 757,761 

Central Railroad of Georgia, competitor of the Southern Railway . McGovern, 

682-683 


Central Railroad of New Jersey, control of, by Reading Railroad.. Greene, 471, 
475; McLeod. 572; Harris, 607-609; Rice, 737,738 


Central Railway Clearing House: 

Departments _____ Nicholson, 721,722.723 

Duties. .Nicholson, 720 

Establishment of ... Nicholson, 719,720 

Geographical extent... - Nicholson, 729 

Membership .. . . Nicholson, 720 

Central Traffic Association, jurisdiction . ... Nicholson, 726 

Charleston-Asheville-Norfolk Case, defined. McGovern,683-686 

Charlotte, S. C., cotton, freight rates on... .Davant, 5,8 

Chicago: 

Electric light, coat in.. —.. Bemis, 08 

Gas, price in.... Bemis, 89 

Gas companies, capitalization of... Bemis, 89 

Municipal railways, ownership of.Bemis, 87 
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Chicago—Continued. Page. 

Southern lumber, receipts of ...Markham, 432 

Southern trade, interest in . . . . Wilson. 092 

Chicago and Alton Railroad, capitalization, recent increaHe, dis¬ 
cussed . .. - . .... Woodlock,pp.458,459; Schiff,775 

Chicago, Burlington and Quincy Railroad: 

Extension to Pacific coast Wheeler, 747; Stubbs, 784 

Relations to Northern Pacific and Great Northern. Wheeler, 71?; Stubbs, 765 

Chicago-Charleston rate, how made .. .McGovern, 684-686 

Chicago-Norfolk rate, how made . .McGovern, 684,680 

Child labor: 

Anthracite coal mines, employment in.. .. Saward.510 

China, cotton goods, rates on shipments to. Dunlap. 3,4 

Chinese characters, effect on American industry . Wheeler, 755 

Cincinnati: 

Chicago, cooperation with, for Southern trade . Wilson, 692 

Freight traffic of . .Wilson, 687,700 

Louisville, rivalry with . . Wilson, 687 

Louisville and Naslivil e Railway Company, relation to.Wilson, 694 

Railway discriminations against . Wilson, 688.689 

Southern trade of.. Wilson, 687 

Cincinnati, Hamilton and Dayton Syndicate, its relation to Southwest¬ 
ern Investment Security Company... . Wilson. 693 

Cincinnati, New Orleans and Texas Pacific Railroad Company: 

Cincinnati Southern Railroad, lessee of.Wilson. 692-693 

Southern Railway Company, relation to. . Wilson, 693 

Southwestern Investment Security Company, relation to Wilson, 693 

Cincinnati Southern Railroad: 

Construction of . . . Wilson. 687,692,693 

Control of, inimical to Cincinnati . .. Wilson, 694 

Cost of .... ... Wilson. 693 

Lease of. . Wilson. 692-694 

Southern Railway Company,relation to. .... Wilson,693 

Cities. (See Municipalities.) 

Civil service. (See Ofikeholdiinj class.) 

Civil service exam nation system: 

Application of. to public utilities .. .. . Parsons, 151 

Benefits of.in municipalities .Foote. 118,119 

Difficulties of . . . Bemis,99 

Municipal governments, need of. in. .. Bemis, 102 

Municipal officers, not applicable to. in Masssacliusetts . Adams, 283 

Necessity of, in Government business .. . ( lark, 230-232 

Telegraph employees, relation to ... Roberts, 270 

Classification Committees, duty of, in respect of single package . Langley, 869 
Classification of freight (see also Under classification of freight; South¬ 
ern Classification CamnnUee). 

Discussed generally. .Ripley, 302; Hayne,418,419; 

Markham. 134,435; Griswold, 617-619; McGovern, 852 
Armour Packing Company, change in. requested by ... McGovern. 671-672 

Attorney-General, no authority m reference to . Langley, 860 

Changes, methods of making .. .. McGovern, 068,671 

Cincinnati,inimical to. . . Wilson,698 

Classes, number of. . .. Ripley. 302; Langley, 860 

Prior to Interstate-Commerce Law. classes, number of Langley, 860 

Commercial conditions, must meet . McGovern, 608 

Commodity rates, system described and discussed.Griswold, 617; 

Talcott.032-03'1; McGovern, 674-676; Nicholson, 727 

Advance in freight classification not affected by . Langley. 870 

Definition. Langley, 860 

Discrimination, not an unjust. McGovern, 675 

How established . .- .McGovern, 665,666 

Increase of.... McGovern, 676 

Must be exceptional. McGovern, 674,675 

Necessity of .. . Wheeler. 749; Stubbs, 766 

Reason for . McGovern, 674 

Remunerative to roads and to shippers .McGovern, 675,676 

Transcontinental traffic . . . Wheeler, 750; Stubbs, 763,764 

Contracts, effect on future . ..McGovern, 668 

Cost of transportation only a small factor in. McGovern. 670 
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Classification of freight—Continued. Pago. 

Cotton goods, difficulties of ..... Langley, 800 

Difficulties of.-. Langley, 808 

Factors entering into .McGovern, 070 

Freight traffic, effect of. on miscellaneous ...Langley, 870 

General list, number of items in .. -. . Langley, 800 

Interstate Commerce Commission, control over, advocated. . Bacon, 74,70,82 

Doubts of jurisdiction of ... - . ... Talcott, 033; Langley, 800 

Interstate-Commerce Law. condition of prior to ..Lang ey, 800 

i^uasi conspiracy against, advanced.. Langley, 801 

Jurisdiction of different. . McGovern,652; Wilson,008; Nicholson,720,727 

Manipulation of . . Langley, 800 

Objections to. .... . . . Nicholson, 720 

Obligation on the part of shippers to observe.-. Langley, 803 

Official classification, territory of ..Langley, 800 

Official classification comnrttee, advances made by . Langley, 800,800 

Rates, changes in as affecting.Langley, 805 

Comparison of.. . Langley, 804 

Effect on.Markham, 434,435; McGovern. 054.055.007,000 

Increase of . Ripley, 302; Griswold, 018,019: McGovern. 070; Langley,800 

Relation of, to .McGovern, 054-055; Langley, 800 

Shippers, can not accommodate individual... McGovern, 009 

Soda and alkali products criticised . .Bacon, 72-71,81 

Southern classification, discussed generally. . . . . Ouillaudeu,446; 

Talcott, 032-034; McGovern.052,053.055.003,082 

Southern classification committee, revision by.. McGovern, 055-050 

Territories of .,.- . . Langley, 800 

Transcontinental traffic, basis of .. . - - Stubbs, 703 

Uniform, advocated.. Bacon, 74,70,82-81 

Consolidation of railroads... ... - - - Ripley, 302 

Desirability and difficulties . Ripley, 302.303: 

Griswold, 017-019; McGovern. 078; Wheeler. 719 

Disadvantages of lack of ... . ... Ripley. 302 

Evils of lack of ... ... . Bacon, 74,82 

Impracticability..... Talcott,033; McGovern,077; Stubbs,70G,767 

Instances of lack of. Bacon, 73,74,81 

Possibility of... - Bacon. 83 

Proposed method of adoption . .. ... . Bacon. 74,70,82.84 

Railroads, no tendency on part of railroads toward . — — Ba.con.83 
Clearing house, railway: 

Advantages of. - Nicholson, 721,723,724,727,729,731 

Advocates of ... . . .Nicholson. 721 

Business of . Nicholson, 723 

E onomies of _ . ...... ---- - -. Nicholson, 730,731 

Employees of.-.- Nicholson, 723 

Europe, existence in.. -. Nicholson, 728 

Interstate Commerce Commission, no connection with Nicholson, 727 

Passenger business, no relations with . . . Nicholson, 731 

Railways, relation to.Nicholson, 723,724,727,729,731 

.System "explained_ ... .Nicholson, 729,731 

Universal, for America not possible . .Nicho'son, 728 

Coal (see also Anthracite coal): 

Export trade..... Fleming. 540; Anderson. 643 

Southern ports .... . Markham. 433; Talcott, 028 

United States and Canada... Howes, 714,715,717 

Freight rates on . Bacon, 75-79: Woodlock, p.454; Griswold. 019,020 

Pittsburg to New Orleans . .— Bryant, 391 

' Importance to industrial life. Anderson, 013 

Methods of marketing bituminous . . Saward. .>09 

Methods of shipment . . Fleming, 539 

Output of bituminous .. . ,5? wa , 

Pacific coast, supply of ..Wheeler, 7;>2 

St. Louis, traffic at.. . Markham, 420 

Coastwise transportation (see also Water transportation): 

Baltimore steamship lines described.. ... Griswold, 021,02v 

Companies engaged in.McGovern. 004 

Freight, distribution of. Hayne, 419 
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Coastwise transportation—Continued. 

Inspection.Hayne, 417,418 

Merchants and Miners' Transportation Company, character of Hayne, 40) 

Increase of traffic_ —. ne - 

Passenger and freight compared.- Hayne. 418 

Nationality of seamen.Guillaudeu,450. l.)l 

Obligations of companies under United States law . . .. . - Hayne, 414 

Old Dominion Steamship Company ... Guillaudeu. 444-4-15 

Railroads, ownership of steamship lines l»v Taleott, 628: Wilson, 689 

Rates, steamship, differential in favor of..McGovern, 663-664 

Railways not affected by.- - Langley, 8o» 

Trade not interested in subsidy. Hayne, 4-1 

Wages . .. Pen/e. 412 

Coffee, advanced by Southern Freight Classification Committee - Langley ,865 

Coke, freight rates, recent increase discussed . . Bacon, ?.>-79 

Collins Steamship Line: 

Loss ot steamers. -.-. Howe, <04 

Not benefited by subsidy . - - : . - ("1 

Colorado, alleged discrimination against. Hntnui. H 

Anthracite coal, deposits--.- . orX 

Production .. 

Irrigation, development in. uS’fro 

Manufactures in _____ . . Griffith, 8,rt),8o— 

Colorado Fuel and Iron Company, freight rates on products Griffith, 850,852 

Combination rate, defined.- - -.. c( | overn ," > 8 

Combinations, industrial (see also AgrecmmtsoJ railroads: Vinumiiitil// 

of interest; Consolidation of corporations; I’ooliMj); 

Capitalization, compared with railways . .. VVoodlocK, 4oM 

Proper basis of . .. . £«*»?•*/*• 

Promotion, regulation discussed . 1 <reene,4,0. In, 400 4.14 

Competition, local price-cutting, prohibition opposed Anderson. 6.1, 

Effects .Bacon, 77; Parsons, 157,158,159 

Private railways promoted by. *! ars ™' 

Rates, enabled to g.t joint .... .Ripley, 204,204 

Remedies suggested . ... . ---- -- Parsons. 58 

Significance of. - -. - - - ---- Parsons, la 

Commerce and Industry, Department of, establishment advocated Bacon^_ 

Commercial museums,establishment and advantages of •• Wheeler,752 

Commercial organizations advocate governmental ownership and open^ 


ation of the telegraph 
Commission merchant, as distinguished from jobber 
Commissions, payment by railroads to ticket brokers 


. Langley,871 
Lindenberger, 
840,045,852,355,057 


Commodity rates. (See Classification of freight.) , 

Community of interest (see also Agreementsaf railroads; Anthracite coal. 
Consolidation of railroads; Pooling); 

Bankers, idea among. --- ;;;; V n r,i„ 

Benefits of. .- - - McLeod. .>,1; bchiff. 7,(1.7.1, Langtet ,878 

Colorado railroads .. ■ . T r , " 2? 

Discriminations, effect on - . -- -- Stubbs, its.,. Langley,8,4,87. 

Economies, relative, as compared with consolidation . McGovern 878 

Etlect of .. -. . ' s,.hiff'r 7 i 

Extent of the principle . . ' SoUiff', 770 

Nature of policy. . Schiff,770 

Origin of idea L ._. . / .. . Schiff,776 

" ;.Stubbs, 7115; Langley, 878 


Plans of combining. 
Rates, effect on 


Transcontinental railroads 


Griffith, 855 


H»yne. ’ 41 w|SS 

Sailing vessels . .-. Schiff 777 

Continuous, law of.-. ttcniir, i / 
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Competition—Continued, 

]5efi n ed McGovern, 079 

Freight rates, regulation . Griswold, 024.025 

Industrial combinations, prohibition of local pricecutting opposed Anderson, 

651,052 

Ocean traffic. Stubbs, 758 

Railroads, abolishment of, only remedy for rate cutting. Ripley, 290 

Effect of, on facilities offered. ■ - of 5 1! fe y ' 89+ ’ ?™ 

On rates . Ripley, 286,29ft: Thomas, 552 

Elements of .... -- -- Griswold.010 

Injurious to railway interests .Markham, 488 

Paralleling, wastefulness of . . Thomas. ;mI, «m9 

River transportation and railroads . . Markham, 425-481 

Ticket brokerage favorable to .-.- - Lin lenberger, 850 

IJndersirability of ex* essive .Thomas, 550,551 

Southern transportation lines Guillaudeu, 445-446; Talcott, 627 

Telegraph companies, business better done through.Chandler, 204 

Western Union Company and Postal Company, competitors. Chandler, 

195,201,202 

World markets, effect in keeping down freight rates . ... Thomas, 551,552 

Conciliation (see also Arbitration): 

Desirability, for settling labor disputes.- - —- - Greene, 4,4 

Congressional committees, advocate governmental ownership and opera¬ 
tion of telegraph . . Roberts, 266,267,268 

Connecticut, railway discrimination in . ... 1 arsons, 188 

Consolidated Gas Company of New York: . 

Capital and business of - . - • • - - • -.Hemis. 87 

Relations with United Gas Company of Philadelphia.- Demis, 8< 

Consolidated Rubber Tire Company, capitalization and patents Rice, 788,784 
Consolidation of corporations (see also Combinations , Industrial): 

Economies in.. . 

Electrical industries, economies of .- *oote. i io, iii 

Gas, effect of. on price of . liemis. JO 

Gas companies in Greater New York. JtSeims. 

Lighting plants, advantages of .. . . h oote, IIG 

Proposed method of regulation . .- ' 

Telegraph companies . . Clark,U.I, „ll 

Tendency toward ... ... . - - Bemis, so 

Consolidation of railroads (see also <'omniumli/ <>/ lulmst): 

Advantages to railways and community Greene, 4,R. 4K4,487; Adams, 8-.I 

Massachusetts ..Jackson, 94, 

Classification of freight', effect in promoting uniformity ... Greene. 48.7 
Capitalization, effect on . Rice,,40 

Desirability .. - - -. - • - '' ams ' 

Discriminations.effect on .. - Greene, 18,; McGovern, MM 

Economies effected hy... Greene. 4S.>; Thomas, an 

Effects discussed.. . <lce '! 

Extent of .— . .... - Parsons, 14.1 

Finances.confusion of, through leased road* . 

General,not desirable.. . ■--- McGovern. 0H~. 

GreatNorthern.NorthernPacifie.andBiirlington. Wheeler. i4i: htnbbs. ,<>•> 

Law forbidding. Minnesota. . ^ e Jin'’ r( i‘ ' -li 

Pooling, does not do away with the desirability of. - Wheeler , in 

Prohibition, influence in leading to- Woodlock, 4<>*, 

Greene,47:5; Thomas,doH; Anderson. 041 
Preferred stock,attempt to pay dividends on,by means of . .. Greene, 472 

Rates, effect on. . Woodlock, 4«:t; Greene , m. 49. 

South, suggested extent of, in ---- • - Mcbowm,- 

Tendency toward .. .. - Bacon, 77-79; Woodlock,40„; McGovern, O'~ *, 

Southern States -- -. 

Transcontinental railroads.effect of. - Wheeler, i4i; Stubbs,71 

Union Pacific and Southern Pacific Woodlock, 462; Wheeler,740; Stubbs. <01 

Wages, effect on. . . - - . Hulier.n 

Construction of railroads (Bee also Coat nf eimnruchon): 

New Zealand, how regulated in .- ,7 ., 

Paralleling, instances of ..Griswold, Si?’ MB 

Legislation restricting, advocated ..Thomas, 551,5. 

Cooperative associations, California fruit producers . StUDDB, mo 
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I*age. 

Cooperative Telephone Company, of Grand Rapids, Wis. Parsons, 883 

Copenhagen, telephone service, rates, etc . .. _.Bethell, 803 

Copper wire, use in telephones . ___ Hall, 817 

Cornelia and Tallulah Falls Railway, business described. Dunlap, 1,2 

Corporations (see also Account*; Combinations , industrial; Consolidation 
of corporations; Publicity; Promotion): 

American, methods of business compared with foreign_ Greene, 493,495 

Directors, responsibility of. . Greene. 495 

Dividends, how declared . Schiff, 773 

Sto -k in scrip dividends prohibited. Massachusetts . Jackson, 844 

Federal laws incorporating, deprecated ... Greene, 483 

Honesty of . .-. Schiff, 773 

Limited liabi ity, advantage of....- . . . Greene, 490 

Officers, responsibility of..-. Greene, 495 

Patents, methods of promotion, for exploitation of.. Rice, 732-734 

Regulation, undesirability ot excessive .. Greene,493-495 

Reports, desirability ot requiring . .. Wood lock, ICO, 407 

Stock, Government regulation of increase of, advantages of. Ripley, 303 

Holding of shares of one corporation by another Greene. 478,481 

Stockholders, list of, right to inspect. . Greene, 477,478; Woodlock,400,407 

Minority, protection of _ _ .. -.Greene, 171,488,489,495 

Venality of.... Foote, 415 

Corporation laws: 

Liberality, increased, advocated.. Greene, 478 

New Jersey, discussed... .Greene, 477,478 

Power over railroads through, in Massachusetts . Ripley, 292,293 

Cost of consti uctj.cn (railroads): 

Federal Government, investigation of, advocated.. Adams. 381-384 

Freight rates not to be considered in . —. Woodlock, 457 

Michigan, investigation ol . ... Adams,374-382 

Minnesota . - .... .- - Teisberg,365 

Relation to rates and capitalization .. - ... — Woodlock,457,458 

Cost of operation: 

Decrease, tendency toward ... . - - Bacon, 84 

Expenses, how classified .. .. Markham, 437-438 

Factors of . . Parsons. 140,141 

“Fix'd expense, ’defined ... . Markham,437-438 

Reduction, recent, due to experience..Greene, 486 

Relation of fixed and variable charges. -- Stubbs,762 

Cotton: 

Export transportation routes .. ... Griswold, 622; ralcott,628 

Exports of . - - Markham, 431 

“Float ng cotton.” defined; advantages -- - Markham,440 

Freight rates, Carolina and New England points. Davant, 5,6 

To toreign ports, how made . Markham, 442 

Memphis freight rates . .. .. Davant, .>-8 

Pooling n transportation of . • Davant, 7 

Receipts at New Orleans . -------- Markham. 426-42 1 

Water transportation.effect on rates from Memphis . .. Davant,6,7 

Cotton bales, advantages of different kinds .. Bryant, 390,391 

Cotton factories- or „ 

Denver, conditions in - -.Griffith, 8.>G 

Railroads, assistance of .-.- .Dunlap, 3,4 

Southern States discrimination in freight rates against Davant, a, 6 

Cotton goods: T l oaa 

Bill of lading accompanying, effect of. . .. - -. Langley, 866 

Difficulties of classification. Langley,866 

Freight rates, affected by inspectors. . ..- . Langley, 866 

Less profitable than on cotton ..- - - Dunlap. 3,4 

Southern States, low . -.- - - Dunlap, 3,4 

Cotton schedule: 

Different terms of . —.- Langley. 866 

Difficult y in classifying ..- -.— - - - - ----- Langley, 866 

Cotton traffic, amount ol. from South to North. . .. Langley,801,80o 

Couplers, engines should be equipped with automatic. Fuller,41 

Courts, strikes, attitude regarding . Fuller, 70 

Cowen. John K., evidence before the Industrial Commission, referred to. 

Fuller, 34,48,52.69 
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Coxe Brothers & Co.: Page- 

Anthracite coal business. ..Stearns, 576,596 

Lehigh Railroad, suit regarding anthracite freight rates _ . Haddock, 525,535 

Cullom bill, advocacy of.- . Wilson, <00; Langley,«?7,878,880 

Cutting of rates. (See Discriminations between persons): 

Delany, Patrick B., inventions of.Hitchcock, 891 

Delaware, capitalization of street railways in.Bernis, 89 

Delaware and Hudson Railroad, relation to other companies.Harris, 608 

Delaware, Susquehanna and Schuylkill Railroad, anthracite coal busi¬ 
ness. ..Woodlock, 451; Stearns, 576,577,590 

Democracy, as affected by industrial combinations.- - - Parsons, 158,159 

Demurrage charges, Minnesota.Teisberg, 369 

Denmark, law of, as to seamen... Penje, 412 

Denver: 

Base line for freight rates at, advocated.-. Griffith, 849,851 

Cotton mills, conditions in... .... ... — .Griffith, 856 

Decision of Interstate Commerce Commission regarding rates Wheeler, 746 

Stubbs, 760 

Discrimination against, in favor of Eastern cities . Griffith, 854,857 

Freight rates to. ... Griffith, 850,855 

Gulf transportation to, rates of .Griffith, 850,855 

Jobbers, alleged discriminat on against . Griffith, 854 

Manufactures at. .. .. Griffith, 850,852 

Pacific Coast rates, alleged discrimination in.Griffith, 849-853 

Policy of railroads regarding rates.... Stubbs, 760 

Department of Commerce and Industry, establishment advocated. 

Bacon. 77.80; Anderson, 645 

Department of Labor, investigations of. in telephone service. Bernis. 101 

Department of Transportation, establishment advocated. Bacon, 77.80 

Department store, effect of, on jobbing trade.. Langley. 872 

Depreciation of corporate property, method of accounting for. Greene, 493 
Detroit: 

Electric lighting. .. Bernis,‘48; Foote, 114 

Grand Army building in.. ..Foote, 115 

Telephone service. . . . Bethell,807 

Differentials between cities (seo also Discriminations between jdaces): 


Griswold .614,615,620 

.Langley, 873 

.McGovern, 661 

.. Langley, 872 
. . Griswold, 012.615 

Griswold, 614,615.620,623 
... .. Griswold, 623,624 

..Penje 408 

. . Fuller, 12 

.Fuller, 10-12 


Amounts. 

Deprecated. . . 

How fixed . 

Scale of, from Chicago to Eastern seaports. 

Seaboard cities, origin.— 

Practice discussed . 

Unified control of railro ids not likely to remove... 

Disasters, lake vesse s, how caused .. . 

Discharge of employees, iniustice in certain cases 
Discipline, employees’, methods discussed generally. 

Discriminations, general (see also Export rates; Import Jreight rates): 

Community of interest, effect on. . Langley. 874.875 

Detr,mental to the South . ...Langley. 865 

Excursion rates . .. Langley, 859 

In passenger rates, ticket bro :erage diminishes.. Lindenberger, 332 

Stability of rates, desirability ... Thomas, 550 

Affected by railroad consolidation ... Greene, 487; McGovern, 683 

Discriminations between persons (see also Vnderbilling; Underclassiji- 
cation of goods): 

Alkali products, existence denied.. .. . Bacon, 84,85 

Causes ... ..... Parsons, 128,132,133 

Colorado, conditions in. Griffith. 855 

Competition prevented only by abolishing . Ripley, 290 

Competitive points, chiefly at Ripley, 297 

Cooperation of railways to maintain rates .. Wilson, 691 -692 

Decrease of rate cutting.Woodlock, 464; Griswold, 614; Anderson,640 

Different kinds of .. .—.Parsons, 126 

Effect generally. .Parsons, 126,137; Ripley, 288-289 

Created by monopolies. Parsons. 13- 

Large shippers in favor of. Parsons. 131,132 

Empty cars, effect small . .. Griswold,622 

Evils of.Parsons. 126 
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Discriminations between persons—Continued. 

Existence ot, discussed . Ripley.280-287; McGovern,674 

Extent of . Wilson, 695-696 

Fa vt-freight lines, rate cutting by. possibility discussed Griswold, <113,614 

Freight boxes .*.Langley, 876,877 

Georgia, existence denied Dunlap, 2,4 

Government ownership, removed by . Parsons, 120,183.184 

Illustrations of . . . .. Parsons, 126-133 

Legislation, failure to reach . ... Wilson, 697 

Methods . Parsons, 128.133: Ripley, 287,288 


Ripley, 288 
. . Teisberg, 366 

_ Parsons, 130 

McGovern. 073-674 
... . Howes.?l6 

Wilson, 697-098 

_ Nicholson. 728 

Ripley.281; Wheeler,748 
Griswold, 615 

. Ripley.286.291 

Bryant, 390; Griswold, 615 
Griswold. 614 

_ . Griffith, 855 

.... Wilson, 688-689 
W ilson, 689,696,698 


Underclassification and underbilling 

Minnesota, existence of. 

Oil companies . . .. 

Penalty, suggested modification . . . 

Practiced by manufacturing interests 
Public opinion, indifference toward 

Rate cutting deprecated. 

Effect in causing . .. . 

Effect on traffic discus-ed . 

Railroads, attitudo toward _ . 

Remedies for . 

Water transportation .. 

Reduction of. reasons . . 

Southern railways . 

Stability of rates in Southern territory .. 

Telegraph companies, practices disc issed 

Clark,210 211.228; Randall. 244.257; Roberts. 273 
Uniformity of rates, desirability .. Nicholson. 727,728. Sohiff,770,771 

Unjustifiable in carload and less than carload rates . Langley. 863 

Discriminations between places. (See also Jiasiiaj-iioint system: Differ¬ 
entials; Southern States.) 

Generally.. 

Abolishment, effect of . . 

Atlanta and Birmingham rates, < ompared . 

Atlanta and Savannah rates, compared 

Causes of .. - - 

Chicago to Charleston, rates, how made . 

Chicago-Norfolk, rates, how made 
Cities, effect on . ... - ---- -- 

Competition of markets will not permit serious . 

Competitive points, character of 

Differentials, establishment of . 

How fixed — - - - 

Eastern and Western rates. 

Effoct of .-. 

Freight traffic. Southern points, course of, from. 

Long and short haul, alkali products, di crimination referred to 

Discrimination justified by water transportation - __ 

Wheeler. 716; Stubbs. 7o7,758 

Justified within limits - Davant,6-8 

Georgia railroads.conditions on. ... -• t i -or 

Intermediate points effect of discrimination on. Davant, 8: Nicholson, *25 
Minnessota law ... - '>07 

Practical workings of . - - Ripley, -D.396, ~97 

Railroad competition as justifying discriminations.Stubbs, <60 

Southern and New England cotton mills Davant, o-8 

Transcontinental traffic, discrimination in, justified - . Stubbs. o>8 

Long and short haul clause, busing-point system, relation to. . Wilson, 6 31 

Effect of ........ .Ripley. 29.), 296 

Evaded bv railways ... Bryant, 387,390; Griswold. 625,626 

Observance™ . - Talcott, 630-632; Griswold, 616 

Southern railways, abrogation by . . . . Guillaudeu, 447; Wilson, 696 

Suspension of.. - . Bryant, 390 

Methods.- .^ ?? rson8, H? 

Montgomery and Mobile rates compared.McGovern, 681 

Noncompetitive places, high rates, etc.. ----- Bryant 390 

Pacific coast, rates from Eastern cities to.. Wheeler, 743-750; Stubbs, *50-761 
Pittsburg, injured by..Anderson, 639,640,647 


. Bryant. 387,390 

. Ripley, 295 

. .. McGovern. 680 

McGovern, 681 
.. . Parsons, 128,132.133 
. Me Govern, 684-686 
McUovorn, 684,686 
Parsons, 126.127,136 
Anderson, 638 

. Markham, 136-137 

... .. Markham. 129 

... McGovern. 664 

. . Langley. 872,873 

Parsons. 150; liipley, 295 
Guillaudeu, 447 
Bacon,85 
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Discriminations between places—Continued. Page. 

Practice condemned.Griswold, 017 

Rights of localities to their natural advantage.Wheeler, 745 

Rural communities, effect on. Parsons. 120,127,130 

Southern States conditions in Ripley, 298-299; Wilson, 090; Goillandeu, 447 

Principle of rate system.- . McGovern, 078 

Standard Oil Company, favored bv. ... Parsons, 130 

Ticket brokerage depends on existence of. Lindenberger, 355 

Transcontinental rates due to competition of Canadian Pacific Wheeler, 748 

Stubbs, 702 

District of Columbia, capitalization of street railways in. ... Bemis, 89 

District of Columbia supreme court, telephone case, decision of, criti¬ 
cised . Parsons, 170-179 

Dividends of corporations: 

How they should be declared... . Schiff, 773 

Proportion of, on Southern railways ... . Marbhatn, 430 

Western Union Telegraph Company . Roberts. 270 

Drunkenness, diminution among railway employees . Anderson, 038 

Earnings of railroads: 

Bonds, low-interest, leaves more for stockholders . Greene, 486 

Increase, recent, causes ol . . Greene, 480: Nicholson, 728 

Net. per mile .. .. . . . Bemis, 91 

Passenger receipts .... _. . Bemis. 91 

Proportion of on Southern railways . Markham. 430 

Earnings of telegraph companies: 

Advantage of cable lines over land lines . Chandler. 202 

Western Union Telegraph Company _ .... Clark, 210; Roberts, 270 

Eastern Trunk Line Association: 

Freight differentials in . Langley, 873 

Railways embraced by .. . Langley, 873 

Electric light: 

Capitalization of private plants.. . Bemis. 88 

Changes from private to public operation of.Bemis. 98, 99 

Cost of public plants in American cities ... Bemis, 88, 98 

Gas, relative cost of, as compared with . Adams, 282, 283 

Public and private service compared Parsons, 140: Adams, 283 

Massachusetts . .... Adams, 278-2H0 

Electricity: 

Application to street-railway systems, effect of . ..... Adams. 825, 828 

Economic value for light and power . .... Foote, 103 

Elevators: 

Combination, not known to exist .. . Teisberg, 370 

New Orleans. . ... .Bryant, 393 

Policy of railroads towards. Minnesota . . Teisberg, 370-373 

Private policies. Minneapolis Teisberg, 367, 308 

Sites on railroad land, law providing, Minnesota .Teisberg, 370 

State regulation, Minnesota Teisberg, 367-370 

Superior, Wis., under Minnesota regulations . Teisberg,373 

Elkhill Coal and Iron Company, purchase by Ontario and Western Rail¬ 
road.....Childs, 497 

Employees, railway (see also him ploy meat; Ixibor): 

Comparison with voting population .Parsons, 101 

Government ownership, effect on.. Parsons, 103, 104 

Number of .. ... Parsons. 103 

Rules regulating conduct... Fuller. 10, 12 

Strain of work, increase in . '.Fuller, 12 

Employers’ liability: 

Discussed generally ... Fuller, 35-10 

Common-law doctrine, injustice in present conditions. Fuller, 35 

Court decisions, summary of . .Fuller, 87-40 

Defects, liability for, decisions regarding.. .. Fuller, 38 

Employees should have same rights as general public.Fuller. 35,40 

Federal courts not bound by decisions of State courts.Fuller, 37 

Fellow servants, discriminations drawn by courts in Pennsyl¬ 
vania .. . Fuller, 87-40 

Liabi ity for acts, advocated . .Fuller, 85,40 

Legislation and court decisions regarding, in Pennsylvania _ Fuller, 80-40 

Legislation, confused condition of. Fuller, 40 
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Employers’ liability—Continued. Page- 

Regarding contributory negligence, advocated... Fuller, 43 

By Congress, advocated__ _ Fuller, 10 

Extension of, effect in preventing accidents . Fuller, 35 

By States. .Fuller, 35 

Railroad brotherhoods, resolutions regarding. Fuller. 30 

Railroads, unjust efforts to evade.. . Fuller, 40 

Relief department, release from, obtained by.Fuller. 13,53,50-69 

Employment on railways (see also Employees; Utbor): 

Age limit.... .. . . Fuller, 10 

Application, form of. Fuller, 13,14 

Employers, correspondence with former__. .. Fuller, 13-15 

Litigation with railways, questions concerning, criticised . Fuller, 13,15 

Terms and condition of entrance, generally ... Fuller. 10,15 

Engines, safety appliances should he required... . Fuller, 41 

England: 

Auditor of accounts m.-.- . Bemis, 03 

Canadian differential tariff, benefited by.. Howes, 710,718 

Capitalization of corporations, regulations regarding _ Woodloek. 400,101 

Capitalization of railroads.Woodloek, 401: Thomas, 551 

Federated British Empire, possible . .. -. Howes, 717 

Postal service in. . . .... - Clark, 208 

Public and private monopolies in. _ . . . Bemis, 04 

Public utilities, ownership m .. — Bemis, 102 

Regulation in. . Bemis, 93 

Railroads, service and rates compared with American . Woodloek, 100,461 

Sailors, wages in . . Peuje. 413 

Ship subsiily. i olicy of . _ .- . - Howes, 707 

Street railways in /operation of. . -. Bemis, 102 

Telegraph system, discussed generally.... (.'lark, 210-220,225 

Compared with United States .. Parsons, 880,887 

Deficit of .('lark. 211 213,215,225,231; Parsons, 888,880 

Expenses of... . -. Clark, 220 

Favored bv government .-. Parsons, 120 

Statistics of . Clark, 213,220 

Telephone conditions..-.- - Bet hell. 707-803 

Telephone servn e, operation of.. Bemis. 100 

Trade with New Orleans. .. Bryant 304 


Erie Railroad: 

Anthracite coal business.- .. -..Thomas, 548-555 

Capitalization ..Thomas, 551,550 

Freight rates on ..... . .. .Thomas, 500 

Overcapitalization. -- Woodloek, 153,456 

Purchase of Pennsylvania Coal Company. Woodloek, 152: Greene, 475; 

Haddock, 521: Thomas, 552,553; McLeod, 572; Stearns, 580 

Stocks, prices of. - . Woodloek, 150 

Erie and Wyoming Valley Railroad, purchase by Erie Railroad Thomas, 552 


Europe: 

Labor. low cost of- 

Telegraph service in .. 

Telegraph service rates 

Telephone service in ... Bet hell, 784.78.1 

Examination, physical, of railroad employees 


_ Hall. 819 

.. Clark, 207,208 
. Randall 214 
187 HOT; Hall, 819 
Fuller, 10,13,14 


Excursion tickets: , 

Dealt in by brokers . . Lindenberger, 319 

Discrimination in rates. ...Langley, 859 


purl- rttoco. 

Advantage in making,lower than domestic . Greene, 484,185,487,494 
American producers, justifialn ity and advantage to Thomas, 557 

Canadian roads, not lower on - —.Ripley, 399 

Discriminations,bearing on personal ... Ripley, 301 

Grain and steel rails. -.Anderson, (143 

Import rates compared with - .. Langley, 870 

Interstate Commerce Commission, position in respect to. Ripley, 299 

Justification of making lower than domestic — Greene, 484,485,487.494 

Local rates, comparison with . Ripley. 800 

Supreme Court, position in respect to . ..Ripley. 290,300 

Uniform from east of the Mississippi to the Pacific--. Ripley, 299 
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EX Zitmbn of ffoods to demand, desirability of . Wheo!er,| 

Anthracite coal. ' Fleming, 5 w 

Fruit, canned goods, California - -. Greene'tftMSd’48? I'l l 

Importance to domeslic prosperity..- Greene, 4S4 48a, 48,. 4.1 

Bontes, Southern. . .... . T, 

United States . . . - Alaikham.431 

Express companies should be under Interstate Commerce Commission . Adams, «>80 

Failures in business, reasons for..Foote, 113, I10 

Fast-freight lines: . , 

Accounting of .... -. - - - - - - - - Nicholson, 724 

Bills.system of prorating.- - - ^ 

Business of .... ... .. ....... .. Nicholson, < 24, < v), uo, 7»11, <31 

Charneler, former and pi esent.- ..Griswold. 013.014 

Discontinuance . — . Nicholson, 728 

Division of earnings . .. Nicholson, 725 

Expenses of. how paid . N icholson, < 31 

Origin of . .. -. Nicboson,721,7:51 

Ownership of. Nicholson. 72 1 

Rates paid. Nicholson, 725 

Relation to railroads . ... Nicholson, 724,725,728,729,731 

Vanderbilt railway system . ..Nicholson, 724,725 

Federal incorporation law deprecated .. .. .Greene,482 

Fellow servants. (See Employer's luibilili/.) 

Fishery industry: 

Described .Howes 717 

Not desirable to Americans. Howes 717 

“Floatingcotton." defined and discussed . . Markhnm, 140 

Flour: 

Oriental trade in. Wheeler. 711 

Rates on. compared with export rates on grain.Thomas, 557 

Receipts of. at New Orleans .. Markham, 427 

Flour Mills: 

Consolidation of. in Minnesota. Langley, 870 

In Pennsylvania district. Langley, 870 

Food, of sailors, Merchants and Miners' Transportation Company Ilayne, 110 

Foreign born: 

Anthracite coal mines. Stearns, 595,590 

Longshoremen. Great Lakes, nationality of . Barter, 510,311 

Proportion of, as lake sailors.Penje, 411 

Foreign vessels: 

At New Orleans. Bryant, (398,399) 

Crews of. .. Bryant. 400 

Forgery, name of purchaser of ticket, discussed . Lindenberger, 354,355 

Franking privileges. (See Teleyraplu) 

France: 

Railroads, government rights of purchase.Adams, 38(1 

Relation ot State to...-. Adams, 380 

Telephone service condition ...Bothell. 787,788 

French cities compared witli similar American cities. Bethel 1.787 

Trade with the United States . .-- Howes. 714 


Franchises: 

Methods of acquisitions, telegraph companies . Chandler, 190 

Perpetual, in England .. Bemis.91 

How to abolish... . .. - Bemis.99 

Street railways, indefinite, have worked satisfactorily . Adams. 829,830 

Value, railroads, method of computing._ Adams, 375-379 

Frazier v. Pennsylvania Railroad Company, employers’ liability case, 

discussed....-.Fuller, 39 

Frederick, B. L., letter regarding railway relief departments.. Fuller.52 

Free ships, not the same as free trade..- Howes. 712 

Freight committees, local . . . .. .. Griswold, 012,013 

Freight inspectors: 

Duties or, in relation to freight traffic. ... Langley, 86( 

Experts in their busim ss .Langley,868 

Rules governing their duties. Langley, 80< 

Railroad associations, employed by. Langley, 868 

Venality, opportunities of, for.. - . Langley, 868 
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Freight rates (see also Classification; Discriminations between cities; 

Export rates): 

Absolute amount less important than uniformity. Teisberg, 366 

Adaptability of .. Schiff,774 

Advances in . Langley, 800 

Railroads’reasons for. Langley, 801) 

Alkali products, discussed.Bacon, 72-70, NO, 81 

Average ..... Markham, 480,485 

Comparison of. Parsons. 188 

Average ton and passenger mile . Parsons, 187 

Blanket description, case regarding. Wheeler, 715; Stubbs, 751) 

Boston - . .Howes. 700 

From West.Howes, 701 

Boston trade, effect on.. 1 Lowes. 701 

Brokerage in. if possible, would be advantageous. Lindenberger, 840 

Canadian railroads, effect of competition . Thomas, 552 

Changes should not be made oftener than yearly.. Bacon. 76,88 

Sudden, instances of. _. . .. . Bacon, 74 

Classification of freight, how affected by. ...Markham. 184,485; 

McGovern. 654,055,677 

Relation of, to. Langley, 860 

Coal, Philadelphia and Baltimore. Griswold, 610,020 

Coal and coke, recent increase discussed . . . Bacon, 75-79 

Commodity rates, how affe ting .Nicholson, 727 

Community of interest, effect of a _ Markham. 482-488; Langley, 874,875 

Comparison of, American and European _ Parsons. 188,186,187 

Difficulty .. . .. ....Parsons, 187-189 

Competition of world markets, effect on ... .Thomas. 551,552 

Competitive influences restricting .Griswold, 024,625 

Consolidation, effect on . .. Markham.482.488; Woodlock, 463 

Cost of construction should not be considered in determining.. Woodlock, 457 

Cost of duplication, relation to .. .. Woodlock. 457,458 

Cotton, from Southern ports to Liverpool. Markham, 442 

Cotton goods, discussed...Dunlap. 8,4 

Rates as affected by inspectors.Langley, 86 r 

Cutting of (see Discriminations between persons , rate cnttiinj) .. Ripley. 286 

Decrease, railway . . ... Markham. 129-481; Schiff,774 

Causes ...Teisberg,864; Markham, 429-481 

Comparisons . Parsons, 136 

During twenty years-- - Thomas, 560 

Denver, from Eastern cities... Griffith, 850, 851,855 

Differt ntuils . Griswold, 611,615.620,628 

Deprecated . Langley, 878 

How fixed ..... McGovern, 664 

Scale of, from ('hicago to Eastern seaports.. Langley, 872 

Discriminations in, between East and West .Langley, 872,873 

Distance, relative to Talcott.630,681 

Freight committees, local power . Griswold, 012 

Government ownership, effect . Parsons, 137-139,143,145 

Grain, decrease, effects . Teisberg, 367 


Decrease, Minnesota 
Rebates to elevators, Minnesota 
Import and export compared 

Increase of . 

Effect in restricting business . 

Recent, discussed . 

Influence on country’s development .. 


Teisberg. 364 
Teisberg, 372 

.. Langley, 870 

. Wilson. 698-699 

.. Bacon, 75 

Bacon, 74 -79; McGovern. 655-658 
McGovern, 686 


Influences affecting.Markham, 428-430; GuiHaudeu,446,447 

Inland and through, compared .. . .. Langley,870 

Interstate Commerce Commission, not a function of ... ... Langley, 881 

Should have power to disapprove .- Langley, 882 

Iron and steel products, Colorado . . Griffith, 850,852 

Jobbing trade, effect on . Langley, 871 

Local, compared with through... ....Markham, 437 

Reduction of...... Markham, 487 

No reduction of, in New England .. .... _ ... — Parsons, 136 

Jiississippi River ...Bryant, 391-898; Markham, 428-430 

How regulated . .... Bryant, 391 
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Freight rates—Continued. Page- 

Mississippi River—(Continued. 

Rates affected by..... Markham, 428-430 

Reduction of._.. Markham, 430,431 

New York Central Railroad, maximum on. . Schift',774 

Ocean competition prevents compensatory.. . Stubbs, 758 

Ocean rates, influence on railways . . Markham, 429 

Ocean transportation . .... Wheeler, 750 

Overcapitalization, effect on.Woodlock,456 

Paper ........ Griswold, 019 

Policy in making. Parsons, 134,135; Markham, 434; Wilson. 098 

Complexities of. .. ..Markham, 428 

Postage stamp, California fruit... Stubbs, 709 

Power of railways to reduce rates.Wilson. 091; Lang ey, 882 

Proportional amt through compared . McGovern,077 

Rate wars, abolition desirable . . .... Teisberg, 365 


Transcontinental railroads, competition with ocean transportation 

Wheeler, 744 

Reasonableness. American, lower than in any other country . Woodlock. 403; 

Thomas, 551 

Desirability .McGovern, 007,008 

How determined in Minnesota...Teisberg, 302 

Maintenance ot excessive, by monopolistic power impolitic Thomas, 554 

Basis of determination . . Ripley, 291,292; Adams, 380,381 

Soda ash. baking soda. etc., discussed . Bacon. 72-7G, 80,81 

Southern States, Baltimore to Northei n and Southern ports Griswold. 020,021 

From the East and West, compared .. Wilson. 087 08.) 

From New York to . _. Guillaudeu. 445, 110. 

Increase discussed. Langley 803; Dunlap. 2-4 

Always high in . . Langley. 804 

Stab lity of, in the South ... Wilson. 089.090,098 

More desirable than excessively low . ... Thomas.550 

State regulation. Minnesota. .Teisberg, 361-303 

Systems of making .Langley. 800 

Transcontinental traffic reduction in . Stubbs, 705 

Trunk-line territory, percentage system ... Griswold, 025 

Uniform,advocated .. Bacon. 83: Ripley.288.289 

Unreasonable might compel Government ownership of railroads Anderson,012 

Wages, effect of rate wars . Fuller, 71 

Water transportation, influenced by river rates ... Markham. 437,441 

Railway and river compared. Bryant. 387,389,390; 

Markham, 130; Guillaudeu, 444; Griswold, 020,021 


Freight traffic: 

Amount of. from South to North .. Langley, 804 

Effect of freight classification on miscellaneous . Langley. 870 

Limit as to amount.. . Scliiff, 772 

Southern territory, division of by railways .Wilson, 090 

Through traffic. Western, Southern Railway, participation . .. Griswold. 013 

Fro^s, blocking should be required by law. — Fuller, 41 

Fruit industry: 

California Cooperative Associations. .. Stubbs, 708 

At New Orleans . Bryant, 397.398 

Pacific c ast. nature and importance ... ..Wheeler, 753,754 

Transcontinental freight rates .. Stubbs, 707 

Fruit trust: 

Effect of. on prices . .*...- - Bryant. 397,398 

Extent of..Bryant. 397,398 

Fuel, sale of, by employers at cost . . . . . . . - Holmes, 145 


Future contracts, how affected by changes in freight classification McGovern, 008 
Gainesville, Jefferson and Southern Railway, business described Dunlap, 1,2 


Gas: 

- Capitalization of private plants — 

Cost of, compared with electricity. 

Manufacture .. .. 

Public works . 

Plants, public works, small and large cities. 

Electricity supplanting . 

Price of. . 

In New York.. 

Profit in selling... .. .. ... .. 


Bemis, 88 
Adams. 282,283 
.. Bemis, 89,90 

. Bemis. 88 

_Adams-, 282 

_Adams, 282 

.... Bemis, 89 

.Bemi8,94 

... Bemis,89,90 
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Georgia, railroads, conditions in.. . Dunlap, 1-4 

Georgia Railroad Commission, rates fixed by ... ..... Dunlap,’ 1,3 

Georgia Central Railroad, owner of line of steamers_ Hayne* lio 

Germany: 

Per capita trade of, with the United States..Howes, 713 

Policy as to public utilities. .Parsons] 152 

Railways ...Parsons, lit,!33-13?] 152 

Discriminations abolished in.... .. Parsons. 133,134 

Government ownership, results of .. Parsons’152 

Rates on, to lal>orers . ... Parsons] 137 

Sailors, wages in . .. Penje]413 

Seamen, law as to ..._. Penje] 112 

Telephones, conditions in ... .Bemis. 100; Bothell, 791-793 

Glasgow: 

Street-railway system, an imperfect American system . Adams, 828 

Rates in - ... Parsons, 140,145 

Telephone service in . Bemis, 100; Bothell, 708 

Gloucester, Mass., nationality of those engaged in fisheries. Howes, 717 

Good will, capitalization of value . Greene. 100.491 

Government improvements, Mississippi River ... Bryant] 392 

Government license, for ticket brokers, suggested . Lmdenborgor] 338 

Government ownership (see also Municipal innicrslup of public util¬ 
ities) : 

Advantages of....Parsons. 111,143,144,150,100 

Civili ation,testof . Parsons, 114 

Democracy, aid to . . . Parsons. 158,159 

Difficulties of .... Parsons. 101-103 

Economies of ... Parsons. 125,147 

Effects, on business. .. Parsons, 150 

On civilization. Parsons, 125 

On diffusion of knowledge . .. . Parsons. 150,157 

On diffusion of wealth . Parsons, 157.15^: fclchiff, 777 

On the people generally .. . . Parsons. 107 

Growth of - . . ... Parsons, 107-170 

Industries where practicable.. .. Parsons, 11 

Intercourse facilitated by.. . . . Parsons. 125 

Method of effecting .. . Parsons, 191-193 

Method of operation under. Parsons. 100 

Objects of ..... Parsons, 143,880 

Objections to. of private monopolies . Parsons, 179,180 

Offic" holding class, effect on . Parsons. 101,102 

Philosophy ot . Parsons. 880 

Private monopoly contrasted with public ownership and cooperative 

operation... ... .. Para >ns, 123.124 

Principle of. . . — .. .. - . Parsons, 109,170 

Public belief in. . ...Foote, 113.115 

Public utilities, municipal ownership of ... . Foote, 103 

Rates, lower ... . .Parsons, 113,141.115 

Results of, general.. Parsons. 100,101 


Scope of .. . Parsons. 105,100 

Tendency toward . .-. Parsons,i11 

Theory of genesis of. Foote, 113.115 

Government ownership of railways: 

Advantages of, summari 'ed.- - Parsons, 170-172 

Agriculture, aid to. - . Parsons. 137 

Antagonism of interest avoided by. Parsons. 150 

Consolidation of railways Parsons, 149 

Deprecated .. Woodlock,403; Greene. 189: Schiff,777; Adams,829 

Economies of . . Parsons, 1 17,148,170-173 


Education, aid to 


Parsons, 137 


Efficiency of. . .- .Parsons, 170-173 

Germany. - .- - -... Ripley, 294 

Labor, aid to. .- . Parsons, 130,137 


Great Britain, number of railways in _ ... Parsons, 147,148 

Private railways compared in the public service_ Parsons, 151; Ripley, 294 

Cost of management unnecessarily large... Parsons, 148 
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Government ownership of railways— Continued. ^ a £ 0 - 

Private railways compared in the public service—('ontinned. 

Difficulties with, summarized... Parsons, 170-172 

Influence on legislatures.Parsons, 159,160 

Objections to . Parsons, 170-176 

Powers of .Parsons, 156,159.1(50 

Promoters of trusts ... -.Parsons, 157 

Rates, effect . . Parsons, 164-185,138,146,144,145 

Laborers on government railroads. Parsons, 166,167 

Reduced by change to . . . ..Parsons, 125,167-161), 146,145 

Unreasonable, might lead to.Anderson, 642 

Results of .. . Parsons, 152 

Safety appliances, policy of public and private railways as to. Parsons, 156,154 

Should apply to all roads if to any.Ripley, 294 

Tariff, national, policy of railways in United States respecting . Parsons, 152 

United States, number of railways in...Parsons, 147,148 

Government ownership of telegraph: 

Discussed. . .Chandler, 202: Randall.242-215; Hitchcock,890 

Advocates of . Roberts, 266-268,276,274 

Certain organizations, advocates of- . . Randall. 242,246: Hitchcock, 890-891 

Efforts for . . . Roberts, 266-268,276,274 

Establishing, method of, proposed .. .. Hitchcock, 895-H96 

Newspapeis, beneficial to . Randall, 246 

Objections to . .-. (’lark, 260-262 

Saving by — .. .Hitchcock, 892 

Grade crossings, State regulations: 

Massachusetts. .. Jackson, 846 

Minnesota.Teisberg,666 

Grain: 

Export rates on .. Thomas. 557 

Farmers, shipment by . . Teisberg, 671-676 

Grades, methods of grading, Minnesota .Teisberg, 667-669 

Mixing of . Teisberg, 367-660 

Great Lakes, loading and unloading .Darter, 610,611 

New Orleans, facilities at. for handling. Bryant, 696 

Receipts at .. Markham, 126-427 

Ocean freight rates . .. . Anderson. 646 

Grand Rapids, Wis., Cooperative Telephone Company of . .. Parsons, 886 
Grand Trunk Railway, busines, and connections Howes,702 

Great Northern Railroad, carload rates in favo.* of Middle West job¬ 
bers . Wheeler, 744; Stubbs, 760 

(’ost of construction, Minnesota .-.Teislierg, 665 

Northern Pacific and Burlington, relation to . - Teisberg,662-664; 

Wheeler, 747: Stubbs, 765 

Prosperity and effective management .Woodlock,466 

Grievances: 

Brotherhood <>f Rai road Trainmen method of consideration of . 

Fitzpatrick, 831 

Redress of. coastwise seamen ... -.Havne, 415-416 

Gulf transportation, Denver, effect on rates to... Griffith. N50.855 

Hague, The, Telephone service . .. Bethell, 794 

Hardware, Pacific < .’oast, rates, case regarding.. Wheeler. 746-748; Stubbs, 758 -766 

Harriman, E. H., Chicago and Alton Railroad, relation to ’. Woodlock,458 

Henderson, Harry B., State examiner of Wyoming, work as Foote, 104,105 
Hibbard, Spencer, Bartlett Company, relation to transcontinental rate 

suit . . ... Stubbs. 759 

Hill, J. J., success as railroad m inager .Woodlock, 466 

Holland: 

Seamen, law as to.*...Penje, 412 

Telephone conditions .. . Bethell. 796-797 

Hours of labor: 

American Telephone and Telegraph Company - . Bethell, 784-785 

Lake sailors . .. Penje,406-408 

Lake Seamen’s Union, attempted regulation of.Penje, 406 

Longshoremen, Great Lakes . Barter, 611 

Telegraph employees .. ... .. .. Chandler, 200; Clark, 224; Bethell, 784-785 

House of Commons, telephone investigations . .. .. .. Bethell, 798,799 

Hungarians, Employment in anthracite mines. j .Stearns, 595.596 
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Hungary: Pago. 

Railways, operation in.. Parsons, 125 

Telephone service.Betbell. 790,791 

Illinois: 


Antiscalping law, decisions on.. . Lindetiberger, 346 

Capitalization of street railways in .. _.Bemis, 88,89 

Illinois Central Railway: 

Canadian Pacific Railway, connection with.- _ Markham, 442 

Northern and Southern tonnage of, compared .... Markham, 440 

Rates on ...... ... Markham,436 

Yazoo and Mississippi Valley Railway, relation to .. _ Markham, 441 

Immigrants, discriminations in favor of, in passenger rates .. Lindenberger, 356 

Immigration, importation of labor, anthracite mines.Stearns, 596 

Import freight rates (see also Export rate*): 

Asiatic products, policy of transcontinental roads .Stubbs, 761 

Effect on American producer..... Ripley, 301 

Justification of maintaining low_ .... . . Stubbs, 762 

Protective tariff, effect of, on . . Ripley, 300 

Reasons for mailing lower than domestic, discussed ... . Greene. 1H5 

Supreme Court, position in respect to. Ripley, 299, BOO 

Import freight trade, New Orleans. . .. Bryant, 389 

Indiana: 

Railway relief departments, legislation regarding.Fuller, 50 

Street railways, capitalization of.Bemis, 88,89 

Industrial combinations. (See Combination ,».) 

Industrial Commission: 

Suggested investigations by. . . .. Bemis, 101 

Suggested recommendations by_ .. Bemis, 101 

Industry, Department of Commerce and, advocated.. . Bacon, 77,80; 

Anderson, 615 


Ingalls, M. E., evidence before Industrial Commission, referred to .. Fuller, 34 
Injunctions: 

Discussed generally . .. . . ..Fuller. 17-24 

New York, recent,referred to . .. ... 18 

Northern Pacific Railioad case . . Fuller, 17-22 

Toledo, Ann Arbor and North Michigan case. . . - Fuller, 17 

Injuries. (See Accidents, Employers' liability.) 

Inspection of accounts. (See Accounts.) 

Insurance, coastwise transportation . .Guillaudeu, 449 

Marine, foreign and domestic, compaied. Guillamleu, 450 

Rates, foreign and domestic, compared.Guillaudeu. 450 

River craft ..- Bryant, 392 

Interest, railroad bonds, reduction of rates... . . Greene, 486 

Interior Department, United States, telephone service of.Parsons, 173, 

178.179,883: Bothell, 786 

International Ocean Telegraph Company, relation to Western Union 

Telegraph Company..(’lark, 228-229 

Interstate Commerce Commission: 

Accidents, reports of. to . ..--- Fuller,41 

Accounts of railroads, increased powers over, advocated. . Adams, 38*-385 

Inspection of, discussed . . . .Foote, 122; Greene, 479,480 

Advocated....- - - - 

Deprecated. .._. .Woodlock, 464 

Reports of railroad companies, advantage in requiring . - Woodlock, 464; 

Nicholson, 727 

System prescribed by commission .. Nicholson,730 

Uniform, advocated .. . .. Nicholson, 727 

Antiscalping laws, attitude toward.- -Lindenberger, 330 

Capitalization and construction of railroads, relation to .. Woodlock, 460-402 

Commissioners, should have life tenure.Langley, 880.881 

Consolidation of railroads, effect on power regarding rates.Greene, 473 

Coxe Bros. & Co., case before ... . .- - - Haddock, 525,535 

Decisions, desirability of promptness .Stubbs, 766 

Enforcement of, pending appeal, advocated .. .. Davant, 6; 

Woodlock, 461.465; Wheeler, 475; Haddock, 534; Griffiths, 857 

Delay in its business. . . . Langley,879 

.Discriminations, inability to prevent.Ripley, 290; Guillaudeu, 447,448 


16a-71 * 
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Interstate Commerce Commission—Continued. Page- 

Discrimination between places, fixing of rates by, not as effective as 

pooling . . . Ripley, 290 

Freight classification, commodity classification.Nicholson, 727 

Control opposed .. . Griswold, 618; Talcott, 603 

Doubts ai to its nurisdiction over... Langley. 860 

Proposed methods of adoption..Bacon, 74,76,82,84 

Functions of .Langley, 878-882 

Hearings beforo — .. Wilson, 699 

Judicial body, should be a... - Langley. 881 

Object of _ .. . .Parsons, 128 

Pooling, control of. . . Wheeler,749 

Powers and duties of, discussed . _ . . . Woodlock. 463-465; 

Thomas, 558; McGovern. 046,667; Wilson. 699,700 

Impaired functions of. Wllson. O'.iO, 691,696,698,699 

Increased, deprecated . . . McGovern, 685 

Favored.. Bacon,77; Teisberg,372; Wilson,698-700; Lang'ey,817-882 

Railway clearing bouse, not subject to . _ .. .Nicholson, 727 

Rates, effect in making reasonable . .. .. ... Woodlock. 463 

Inability to make. .Wilson, 690,691,696,698,699 

Pacific coast, case regarding . ... Wheeler, 743,718; Stubbs, 553,556,557 
Power to regulate, advocated Ripley, 290; Haddock, 531: Griffiths, 857; 

Langley. 882 

Deprecated . .. Woodlock. 164; Thomas. 557; Griswold,635; 

McGovern. 665,666; Stubbs, 766; Jackson, 848; Langley, 881 

Reports of .. . . . Parsons, 128 

Standard Oil Company, investigation by. Parsons, 130 

Interstate commerce law: 

Amendments proposed. Havant,. 6; Langley, 877.880 

Classification of freight, advance in quasi conspiracy against Langley, 861 

Classes, number of, prior to. . . . - Langley. 800 

Condition of. prior to. Langley, 8(,0 

Effect of, on . . . Langley, 860 

Discrimination, powerloss to prevent . . Brvant, 387.390 

Failure to enforce ... . _ . . Parsons, 128 

Pooling clause, effect . Talcott, 627 

Steamboat rates, not applicable to ..... Bryant, 387 

Interstate-commerce law convention, recommendations of— Langley, 879-881 
Intoxicants: 

Brotherhoods, rules against.. 

Railroad regulations regarding . 

Inventions: 

Favored by telegraph companies. 

Policy of Western Union Telegraph Company toward . . Clark, 229; 

Randall, (249,250,251.253); Roberts. 270; Hitchcock, 891,893 
Investors (see also Capitalization, Promotion, Publicity ): 

Interests closely allied to those of public . 

Protection of. 

Iowa: 

Capitalization of street railways in. . _ 

Railway relief departments, legislation regarding . 

Iron and steel manufacture. Pacific Coast 

Iron and steel trade, Colorado, conditions in. 

Iron ore, loading and unloading, Great Lakes . Barter. 311-313 

Irrigation,Colorado,development in ..... Griffith.857 

Isthmian Canal, Government construction advocated.Anderson, 638,644 

Italian labor; 

Fruit traffic .Bryant, 397,398 

River commerce unsuitable for... - Bryant. 397 

Italy, trade with United States, per capita . Howes, 714 

Railways, report of commission on . . . .. Parsons, 180,161 

Telegraph system... Randall, 244 

Japan, trade with the United States, per capita. . Howes, 714 

Japanese immigrants, Pacific (’oast, character of ...Wheeler, 755 

Jenkins, Judge, injunction in Northern Pacific Railroad case .. Fuller, 21,22 
Jobbers: 

Commission merchants distinguished from..Langley, 871 

Denver, alleged discrimination against .. 849-854 

Elimination, causes for his. .. Langley, 871,872 

Jobbers’rates defined..McGovern, 662,663 


Fuller, 71 
Anderson, 638 

Chandler, 200 


. . (Ireene,495 
.. . . Greene. 476 

Demis, 88,89 
Fuller. 50 
Wheeler, 752,753 
Griffith, 852,853 
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48; Stubbs. 758-703 
Grim wood, 122 


Langley. 872 
Langley, 871 
Langley, 872 
Langley, 871 
Langley, 872 
Fuller, 47,53 


Demis, 95 
Parsons, 190,191; 
. Roberts, 209,271 
. . liomis, 101 


J obbers—Continued 

Pacific Coast, case regarding rates to . Wheeler, 74.!. 

Trade, cordage, position in . 

Jobbing Trade: 

Causes affecting. . ..... 

Decrease of in New York .. . 

Department store, bow affecting. 

Freight rates, as affecting .. . 

Tariff law, how affecting . 

Johnson, E. R., testimony before Industrial Commission, referred to 
Kansas City, Pittsburg and Gulf Railroad, financial Management 

Woodlock, 401,402 

Kentucky: 

Capitalization of street railways m. .. _ . . Hernia,88,89 

Position of legislature in respect to nows monopoly . Roberts 272 

Kindell r. Atchison, Topeka and Sante Fe Railroad, case referred to 

Griffith, 85 1,852 

Knights of Labor, antiscalping laws, attitude toward .. Lmdenborger, 329 
Labor (see also lUiicktislimj; Employees; Employer's liability; Employment: Hours 
of labor: Strikes. Wui/es): 

American, superiority of.. Howes, 705,708 

(’omparison of efiiciency of, in different countries.. Parsons, 188,189 

Mississippi River boats_ .. ..... . Dry ant, 895-89? 

Old Dominion Steamship Company conditions . Gmllaudeu, 149,450 

Percentage of expenses. . . . Uuillaudeu, 150 

Public monopolies, comparison with private conditions . . Heims, 99,100 

Condition in 

Wostern Union Telegraph Company, conditions. 

Clark. 31 i 

Labor, Department of, investigations of, in telephone service 
Labor organizations (see also Hmtherhoods): 

Agreements with employers, longshoremen. Burtor.809-217 

Railways, extent and advantage of system . .Fuller. 10 

Antiscalpmg laws, attitude toward.Lindenberger, 228,280 

Benefits and dues - .. . . Pen ;e. 100,401 

Sick and death. Longshoremen. Barter. 807 

Desirability affirmed . .Walter, 510 

Discrimination against members . . . . . Fuller, 10 

Western Union Te'egraph Company .. .Roberts, 209 

Drunkenness discouraged by . Barter. 802-812,810 

Lieorpoiation advocated . Haddock, p.528 

Intoi national Longshoremen's Association, organization and working • Harter 
International Typographical Union, attitude toward Government 

telegraph ... .Randall, 241-205; Roberts. 200-274 

Lake Carriers' Association, described.. Pen;je, 401 

Relations with Longshoremen . Harter. 808,809 

Lake Seamen's Union. . .. Pen ,e, 100 403 

Death benefit of .. ... . Penje, 100 

Initiation be . . . . Penje, -100 

Li<|nor traffic, relation to . . Barter. 808-312,310 

Membership, employers forbidden to hinder, Pennsylvania: advantages 

Garland, 101 

Pennsylvania Railroadfriondly to . ... .. Fitzpatrick,838 

Reading Railroad antagonistic to. Fitzpatrick, 883.834,837-840 

Recognition, advocated — Greeno, 471; McLeod, 575; Anderson. 039,648 
Relief depart meats of railroads, tendency to oppose . Fuller, 18,49,57,59,07 

Right of workingmen to organize ..... . . Harris, Oil 

Results of. - - - - * - ..Parsons, 151 

Strikes diminished by Longshoremen. . Barter, 30?, 308,315,310 

Telegraph emplo) ees .... Chandler, 200 

Wages, effect on .. — .. Penje, 401 

Western Union Telegraph Company, relations to.Clai'k, 223 

Lake Carriers’ Association: 

Described Penje, 401 

Relation with Longshoremen.Barter, 308,809 

Lake navigation (see also Water navigation): 

Amount. - - . .Anderson, 038 

Closed season. . Harter, 317 

Disasters. Penje, 408 



























1122 INDEX OF TESTIMONY. 

Lake navigation—Continued. Pago. 

Increase of tonnage... Pen je, 402 

Rail and lake routes, Baltimore and Chicago .Griswold, 614 

Sailors, condition of, generally.Penje, 403-411 

Vessels, described. ...Penje, 410 

Insufficiency of crews of. .. Penje, 404-408 

Overloading of.. .. .. Penje, 404,405 

Lake Seamen’s Union: 

American Federation of Labor, connection with. Penje, 401 

Benefit features. Penje, 400 

Description. ._ ..- .. . . Penje,400 

Dues and per capita tax... Penje, 400,401 

Local unions Penje, 400 

Members, how employed. Penje, 403 

Number of . Penje. 400 

Treasury. Penje. 401 

Wages, influence on .. . . .Penje, 401 

Larceny, on State waters, not punishable under United States law_ 

Hayne, 414,415.431-435 

League of American Municipalities: 

Meeting of, at Charleston .. Foote, 104-111 

Resolution . .... .. Foote, 111 

Legislation (see also under subjects): 

Corporation laws, New Jersey . . Greene, 477,478 

Employers' liability .. . . ... . Fuller, 35-43 

Interests of investors and employees must be considered _ . Thomas. 560 

Navigation repeal oi laws favored ... ... . Howes, 705,708 

Criticism of United States laws. Hayne, 414 

Ohio Municipal Code Commission, suggestions of. Foote, 110 

Railway, frog blocking should be required..Fuller, 41 

Overhead structures advocated...Fuller. 41 

Relief departments .... Fuller. 50-53,69 

Underbilling, to prevent ..McGovern, 673 

Street railways, should be revised .Adams. 836,830 

Sunday labor, advocated by Congress.— _ Fuller, 34 

Lehigh Valley Railroad: 

Anthracite coal business...Walter. 543-548 

Coxe Brothers and Company, suit against.. Haddoc k, 535 535 

Letter-telegrams, proposed system of ... Hitchcock, 804 

Levee system, effect on rivi^r navigation . ... Bryant, 393,304 

Lewis v. Seifert, employers' liability case, referred to .Fuller, 30 

Leyland Steamship Line: 

Capitalization. .. ... Howes. 705,708,700 

Profits of ..... . ... _ . Howes, 700 

Liquor traffic, labor organizations, relation to. Barter, 308-313,316 

Live stock, Sunday trains not necessary. . Fuller, 20 

Liverpool: 

Cotton, freight rates to ... .. .. ... .. Davant. 5,6 

Telephone service, compared with Amsterdam. . Bethell, 704 

London: 

Telephone service . ... Bethell. 787,707-790,801 

Rates . .... . .... Bethell. 801 

Compared with New York. Pardons, 8«3 

Wages..-_ Bethell, 803 

Long and short haul. (See Dixcriminationx between places.) 

Long Distance Telephone Company. (See American Telephone and 
Telegraph Company.) 

Longshoremen: 

Great Lakes, nationality of. .. . Barter. 310,311 

Old Dominion Steamship Company, conditions ... — Guillauden, 440,450 
Stevedores. Merchants' and Miners' Transportation Company. Hayne, 415-417 
Longshoremen’s Association, International: 

History, policy, and results.. ... Barter, 307-317 

Membership ... .. - Barter,307,314 

Louisville, opposition to Cincinnati and Chicago for Southern trade — 

Wilson, 687,693 

Louisville and Nashville Railroad: 

Cincinnati, interests in.Wilson, 694 

Comparison of rates on. Parsons, 188 
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Louisville and Nashville Railroad—Continued. Pan®. 

First road from Ohio River south... .. Wilson, 687 

Long and short haul clause, policy toward. . Wilson, 096 

Paternal policy of ... . Wilson. 095 

Pennsylvania Railroad, proposed relation to. . ... Wilson, 094 

Lumber: 

Loading and unloading, Great Lakes. .. .. Barter,310-015 

Interests opposed to reciprocity treaty with Canada .. Howes, 717,718 
State of trade . .....Markham, 482 


Machine telegraphy: 

Cost of operating. .Randall, 251 

Described.Randall, 249-251,202-265 

Experiments in ____ Randall, 219.250 

Ownership of pa tent for . Randall, 252-254 

Machinery, use of labor-saving in public utilities. .Demis, 95,90 

Mails, strikes, effect of laws regarding.Fuller, 70 

Manchester, England, telephone service compared with Amsterdam_ 

Bethell. 794 

Manhattan, Kans., telephone service.. . Bernis. 101 

Manufactures, California, development of. 752,758 

Maryland: 

Coal interests . . ...... Howes. 715,717 

Street railways in, capitalization of. Bernis. 89 

Massachusetts: 

Bonds limited to amount of capital stock.Jackson, 814 

Corporations, law controlling capitalization of.. Woodlock. 460,462 

Electric light and gas commission. ..Bernis, 91,92 

Electric-light plants, investigation of.Adams, 275-288 

Grade crossings, abolition of. Jackson, 848 

Municipal monopolies, authority to regulate charges of _ Bernis, 92 

Municipal officers. . .. Adams, 288 

Population of cities of.... Adams, 280 

Public utilities, municipal ownership of. Bemis, 92; 

Foot e. 130,131; Adams, 275 

Regulation of.... ... Bemis, 88-92,101 

Stock and scrip dividends prohibited . ... . . Jackson,844 

Street railways in, capitalization in . ... Bemis, 88 

Telegraph service.Clark, 208 

Massachusetts Central Railroad, method of State board in fixing value 

of stock .-.. .. ... Jackson, 847,848 

Massachusetts Electrics Company. .. Jackson, 845,846 

Massachusetts Railroad Commission: 

Powers and results. .Bemis, 91,92; Jackson, 841-848 

Recommendations sustained by public sentiment-. .Jackson, 846 

Report of, on Boston and Albany R. R... Parsons. 129-131 

On freight discriminations. Parsons, 129,133 

Memphis, freight rates and conditions ... . Davant, 5-8 

Memphis Freight Bureau, described. Davant, 5 

Merchant Marine, American (see also Ship subsidies): 

Comparative business of. Howes, 704,704 

Decline of. and reasons... Howes. 702,703 

Fluctuations of. Howes, 702 

Tonnago, American, cost of transportation.. Howes, 709,710,711,712 

Vessels, foreign and American, at New Orleans.. Bryant, 398,399 

Merchants and Miners’ Transportation Company: 

Employees, conditions. Hayne, 413,415-423 

Contract with. Hayne, 413-416 

Policy toward. Hayne, 413,422 

Wagesof . Hayne, 415,417 

Financial condition. . Hayne, 423 

Lines of.. - - Hayne, 418 

' Passenger rates ..-. Hayne, 419,420- 

Stevedores ..-. Hayne, 415-417 

Subsidy, not interested in... Hayne, 421 

Traffic, character of.Hayne, 420 

Increase of. Hayne, 423 

Vessels.-.Hayne, 413,428 























































1124 


INDEX OF TESTIMONY. 


Page. 

Merchants’ Association of Now York: 

Aims.. Langley, 850 

Establishment... Langley, 850 

Members, duties of..-. Langley, 850 

Number of . ..•. .Langley, 850 

Organization.. .Langley, 850 

Message rate system. (See Tvlcphon rO 
Messages. (See Tchymph.) 

Metallic circuit, telephones, employment in .Hall, 817-818 

Mexico, per capita trade with United States .Howes, 714 

Michigan: 

Lumber industry . .. -... Howes, 718 

Street railways m, capitalization of ... . . . . . - - . Bomis, 88,80 

Railroads, taxation .. . Adams, 874.888, 884 

Valuation of. Adams, 874 882 

Michigan Alkali Company, methods of business and conditions Bacon, 72,75,80 
Michigan Central Railway Company, withdrawal from Clearing 

House. . Nicholson. 720,720 

Mileage books: 

Different forms. . _ Lindenherger,818,810.852,858 

Purchase by brokers from railroads _ Lindenberger.8!H, 810 

Restrictions not, enforced. .... ... - Linden herger, 818 

Minnesota: 

Ele\ ators and gram inspection, conditions in .. Teisberg 

Examiner ot .. .. . - .. . Foote. 105 

Lumber industry . . 1 fowes, 718 

Railroad conditions iu ... ... Teisberg, 802-8*05 

Railroad and warehouse commission, operation of Teisberg. 861 -805,80S 

Street railways in. capitalization of. Demis, S N, s ''; Ripley, 288 

Miselassification. (See UiHit'reUiSHiJiwtlmu.) 

Mississippi Railroad Commission, letter to McUovern.052 

Mississippi River: 

Large lines on. . -- Markham. 126-482 

Boats, cost of. . Bryant. 302 

Insurance on ..Bryant. 802 

Labor on .... .Bryant, 805.807 


Commerce of. generally 

Changes in ... - 

Decrease of . . 

Methods. 

New Orleans . 

Railways, how effected by 
Statistu-s of 


l)ee]iening the mouth of. necessity for 
(rovernment appropriations to improve, and results 

Lumber transportation, decrease in 
Navigability, extent ot .. . 

Navigation, difficulties of . 

Rates, river and railways, compared . 

Tonnage . - 

Transportation on. 

Mississippi Valley: 

Coal industry 


.Bryant, 387-880,802,801 

I Jryant. 887.802,808 

. Markham. 125.426 

..Bryant. 880 

. Bryant, 801 

_.. . Bryant, 887,888 

Bryant, 888,2,80: Markham. 125.426 427 


Markham. 181 

_ Bryant. 387, 

388.802.301.805 
Markham. 481.12,2 
Bryant. 880 
. Bryant. 800.2,02 
. Bryant. 880,800 
Markham, 125 127 
... Markham,425 

Markham, 188 


Railways .. .. .. Markham. I* 

Trade centers. ..Markham. 480 

Mississippi Valley territory of Illinois Central Itailroml Markham. HI!* 

Missouri, capitalization of street railways in --- Uemis,88,M) 

Mobile, Ala., rates.compared with Montgomery rates .McUovern.JMl 

Money, sources of American . - Schill.n? 

Monopoly (see also Voiisotulation; Combinations: Umvnimait Owiur- 

Detinition of ... . . .Parsons, 105 

Private a tns of . Parsons, 11t, 148,150, HiO 

Effect on public, bodies . . ■ Parsons. 100 

Effect on rates ..... ... Parsons, 

Montana, telegraph servico . .Clark, 308 
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Pago. 

Montgomery, Ala., rates, compared with Mobile rates.McGovern, 681 

Method of making . . .McGovern, 081 

Morgan, J. P: 

Anthracite coal industry, relations to . . ........ Woodlock, 452.455 

New York, New Haven and Hartford Railroad,relation to. .. Woodlock,450 

Movement expense, defined.. .. Markham, 407,438 

Munich, telephone service . ...Bethell, 793 

Municipal ownership of public utilities (see also Government Owner- 
.s hip): 

Effect of, on public employees. .... Bemis,96,97 

Electric plants, Massachusetts, comparison with public plants _ 

Adams. 276-283 

Satisfactory service of .Adams, 281 

Tendoncy toward. Adams, 281 

Growth . ... . _ Bemis, 97 

Influence upon the community...Bemis, 100 

Insufficiency of information concerning... .. Foote, 118 

Massachusetts, provisions of law regarding . Bemis, 92 

Objections to.. . . .Foote. 117 

Study of.... .. Bemis, 94 

Municipalities (see also Accounts; (firibServiee Examination System: 

Leayne of American Municipalities; Public Utilities): 

Comparative growth of American cities . .. McGovern, 086 

Officers of,, in Massachusetts ..... . ...Adams, 283 

Telephone service of American cities compared with similar French 

cities . . Bethell, 787 

Mutual Fuel Gaslight Company of Hyde Park, consolidation with Peo¬ 
ple's Gas Company . . ...... Bemis. 89 

Mutual Telegraph Company, absorbed by Western Union Telegraph 

Company ... Roberts, 272 

Nashville: 

Railway advantages . _ . Wilson. G92,693 

Railway rates to . Wilson, 096,097 

National Board of Trade, favors governmental ownership of telegraph 

Randall, ^44 

National Farmers’ Alliance, favors governmental ownership of tele¬ 
graph .. . .. Randall,242 

Navigation laws, United States: 

Repeal favored. . ... . . . Howes, 705,708 

Criticism of . . . Hayne,414 

Negligence, contributory, legislation as to effect on liability ... .. Fuller, 43 

Negroes, on Mississippi River boats . . .Bryant, 395-397 

New England: 

Anthracite coal, freight rates and methods of shipment.. Childs, 500 

Thomas, 553; McLeod, 561,502; Stearns. 585 

Canada, favors reciprocal trade with.. Howes, 718 

Lumber market .. . . .Howes, 718 

Nova Scotia coal, desirous of... .. _ Howes, 715,717 

Railways, local rates on.. ParBons, 136 

Reading Railroad, entrance into. 1892 . — McLeod, 567,574 

New England Waterworks Association, referred to ...Bemis, 94 

New Jersey: 

(’apitahzation of street railways in — _ . _ . . _ Bemis, 89 

Corporation laws.- Greene, 477,478 

Stock books of corporations, alleged evasion of laws . Greene, 478 

New Mexico, freight rates from Denver .. Griffith, 856 

New Orleans: 

Coal trade and supply .- - .. Bryant, 394 

Commerce, increase of... Bryant, 399 

Elevator system..- — Bryant, 393 

Gram, facilities for handling. Bryant, 893 

Negroes of .Bryant, 395-397 

River traffic at . .Bryant, 391 

Trade at; English ... Bryant, 294 

Export . ... .. Bryant, 393 

• Foreign. ... - Markham, 420; Bryant,398, 899 
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New Orleans—Continued. Pago. 

Trade—Continued. 

Fruit .. Bryant, 397,398 

Import .-.....Bryant, 389 

Vessels at, American.... Bryant, 398 

Foreign ...... Bryant, 398,399 

Tramp.....Bryant, 398 

New Orleans and Northeastern Railway Company, relation to South¬ 
western Investment Security Co. Wilson, (593 

New South Wales, railway policy.... Parsons, 125 

New York, New Haven, and Hartford Railroad: 

Discriminations by.... Parsons, 133 

Freight rates on anthracite coal... Thomas, 553 

Morgan, J. P., relation to.Woodlock, 456 

New York, Ontario, and Western Railroad: 

Anthracite coal business ... . Woodlock, 452; Childs, 496-505 

Relation to other railroads..-. Harris, 598, 599, 603, 608 

New York Central Railroad, connection with . Childs, 504 

Purchases of coal lands........ Stearns, 589 

Reorganization and capitalization... . Childs, 502 

New York, Susquehanna, and Western Railroad, controlled by Erie 

Railroad ... .. Thomas, 552 

New York Central Railroad: 

Capitalization.. Parsons, 154,155 

Lease of Boston and Albany Railroad. Parsons, 129; Howes, 702 

Passenger rate, maximum...... Schiff, 774 

New York City: 


Competition with - 

Boston. Langley, 859 

Chicago and St. Louis. Langley, 874 

Philadelphia ..-. - .. .. Langley, 859 

Western cities ... Langley, 859 

Differentials, injury by freight. ... . - Langley, 874 

Discriminations in favor of. — Wilson. 688. 689 

Freigh t rate to Pacific coast compared with Middle West cities_ W heeler, 

743-750; Stubbs. 757-761 

Ownership of municipal railways. .... liemis, 87 

Spot wheat at.Howe •, 701 

Street railways, capitalization of...... Bemis, 89 

Telephone service. - . . ....-. -.- - Parsons, 883 

Compared with Paris and London.. - Parsons. 883 

Trade compared with Boston. .... .Howes, 700 

New York-Richmond rate, compared with New York-Norfolk rate 

McGovern, 665 

New York (State): 

Antiscalping law unconstitutional, decision. Lindenberger, 341 

Laws, uniform-accounting, attempt to enact. Foote, 111 

Telephone laws. . ..Bethell,813 

Franks in, prohibited . . .. ____ Bethell.810,811 

New York Subway Corporation, relations to American Telephone and 

Telegraph Company.. .Bethell,779,780 

New York Telephone Company: 

Service, Berlin telephone service, compared to . . Bethell, 792 

Character of. Bethell, 778 

Employees of .. . Bethell, 783 

Expenditures for new equipments . Bethell, 778,779 

Geographical extent of system .. ... Bethell, 779,795 

Growth and development.. Bethell, 778,779 

Improvements, policy in reference to... Bethell, 778 

RateB charged.-.-. Bethell, 780-782,810,811 

Stations of.. - - -.Bethell, 778 

New Zealand: 

Government ownership in, results of.. Parsons, 151,153 

Laboring classes, policy toward ... Parsons. 151,152 

Railroads, construction of. — Parsons, 151 

Discriminations abolished.. ..- Parsons, 184 

Policy of...Parsons, 125,187,148 
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News monopoly, evidences of.. ... Randall, 24(5-248,252,255.256,259 


Governmental ownership and operation of telegraph, advocated by Randall, 
, . 240: Roberts, 207 

Antiscalpmg laws, attitude toward ... . Lindenberger. 520 528 

Press rates, telegraphic, defined ... Clark, 210; Randall, 252 

Nicaragua Canal; 

Benefit of, to New Orleans _ . .Bryant, 597 

Pacific const, advantages and disadvantages to . Wheeler, 751: (Stubbs, 708 

Night messages, telegraphic rates for_ ... . . ....Clark, 210 

Norfolk, Va., cotton, freight rates on .. ... .. . . Havant. 5 

North Dakota, territorial examiner of .. .. . .. ... Foote. 105 

North German Lloyd Line, subsidy to ... ..Howes, 700,707 

Northern Pacific Railroad: 

Carload rates in favor of Middle West jobbers Wheeler, 711: Stubbs, 700 
Injunction in connection with strike, criticised Fuller, 17-22 

Relation to Great Northern Railroad and Burlington Teisberg. 502-364; 

Wheeler, 717; (Stubbs, 765 

Stock Hurry of. . .. Rice, 742; Schiff, 772 

Northern Railroads, superior to Southern railways . Langley 804 

Norway: 

Merchant marine. Howes 711 

Telephone service . .. ..’... . . . . Bemis] 100 

Nuremburg, Germany, telephone service... llethell. 793 

Oaths, requirement in application for employment . Fuller, 115 

Ocean Steamship Company of Savannah, relation to railroads Gnillaudeu. 444 
Ocean transportation (see also Merchant marine, American; Sailors; 

Water transportation ): 

American and Hawaiian Steamship Company. Wheeler. 750; Stubbs. 7(13 

Asiatic imports, rates on.. ... . Stubbs, 761 

Character of goods handled... Wheeler, 716 

Denver, relation to rates from ....Stubbs, 739,760 

Rates— 

From Atlantic to Pacific coast.... Wheeler. 7.70 

Relation to rail rates to Pacific coast.. Wheeler, 713-750 

Transcontinental, extent of influence on.Wheeler, 746; Stubbs. 760 

Office-holding class: 

Comparison of, in different countries .. Parsons. 162 

Effect of, on the country. . Parsons. 162 

Ohio: 

Capitalization of street railways in . . Bemis, 89 

Municipal codo commission, legislation suggested by...Foote, 119 

Uniform accounting, bill for, introduced in legislature ... . Foote, 111 
Ohio River: 


Boats. 

Building. 

Changes in. 

Floods . 

Improvement by dams. 

Navigation on... ..... 

Traffic on. 

Oil: 

California, development in_ __ 

Price.. 

Old Dominion Steamship Company: 

Capitalization... 

Competitors ... .. - 

Condition of service . 

Differential rates. . . 

Expense, proportion due to labor ... 

Freight rates. . 

Labor employed by, conditions . 

Lines controlled.. ... — — 

Organization . 

Policy . -— . 

Relation to other transportation companies 

Relation to Southern cities. 

Statistics of . 

Traffic, character of. 


-. Markham, 427 

. Bryant, 397 

. . .Bryant, 394 

. Bryant. 392- 394 

. Anderson, 616 

Bryant. 38,s. 392,394 
Bryant, 392,391; Wilson, 697 

.- - - Wheeler, 752 

.. Bemis, 89 

. Guillaudeu.413,444,450 

.Gnillaudeu, 443,444 

. Guillaudeu, 448 

.Guillaudeu, 444,445 

. Guillaudeu, 450 

. Guillaudeu, 443,445 

.Guillaudeu, 449 

.Guillaudeu, 443 

.Guillaudeu, 443 

. Guillaudeu, 443 

. Guillaudeu, 443 

.Guillaudeu, 445 

. Guillaudeu, 450 

.Guillaudeu, 444 
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Old Dominion Steamship Company—Continued. Paso. 

Union labor, policy toward. . Gnil I traded, 450 

Vessels - .. — ... Gnillaudeu,443 

Wages paid by . .’.Guillaudeu, 448-440 

Operators, telegraph, wages of.... ... Clark, 224-224 

Oranges, route of shipments of, transcontinental railroads . Stubbs, 704 

Oriental trade: 

Adaptation of goods to demand, desirability of.Wheeler, 752 

Development of. and effect on Pacific coast' .Wheeler, 751; Stubbs. 70S 

O’Shea, E. F., statements concerning railway relief departments.Fuller, 47 

Oswego, N. Y., anthracite business at. . .Childs, 505 

Overcapitalization. (Sec Capitalization.) 

Overhead structures of railroads, legislation regulating, advocated .. Fuller. 41 

Overtime, compensation same as for regular tune .. .. Fuller, 54 

Pacific coast: 

Chinese and Japanese, effect on.... Wheoler, 755-756 

Disc rnnination rates from Eastern cities, case regarding ... Wheeler, 745-748; 

Stubbs. 757-701 

Nicaraguan Canal, advantages and disadvantages to ... Wheeler, 751; 

Stubbs, 708 

Oriental trade, development of.Wheoler, 751; Stubbs. 768 

War Department, alleged discrimination in letting contract for sup¬ 
plies ..Wheeler, 757 

Pacific Coast Jobbers and Manufacturers’ Association: 

Efforts to prevent rate discrimination.. . .. Wheeler, 718 

Suit regarding discriminations against Pacific coast. Wheeler, 715-748; 

Stubbs, 757-761 

Pacific Commercial Museum, establishment and objects.Wheeler, 752 

Pacific Mail Steamship Company, subsidy to . Howes. 705,701 

Panics: 

Effects on finance and on business, . Greeno. 182 

Influences tending to reduce severity. Greene. 187 

Paper, freight rates on, discussed.Griswold, 610 

Paris: 


Telephone service - ... Bothell, 787.788 

Compared with New York. ..Parsons. 8S5 

Parliament (British), right to regulate public utilities . . Bemis, 91 

Passenger tickets (see also Ticket brokrmtjf). 

Excursion rates . Lindenberger, 519: Langloy, 859 

Frauds discussed .Lindonberger, 559 

Redemption by railroads discussed . .. .. Lindenberger.556.540 

Round-trip tickets, hardshipsin methods of enforcing rules. Lindonberger, 555 
Passenger traffic: 

Brokerage business and rate wars .Lindonberger, 519.520,555 

Coastwise steamers. Merchants and Miners' Transportation Company. 

Hayne. 419-421 

('olonist rates, transcontinental routes ... . .Wheeler, 755 

Mileage books, different forms . Lindenberger, 518,519,552,555 

Rates, decline of. .Schiff, 774 

United States and foreign countries. Parsons, 157-114 

River decline of.Bryant, 592,595 

New < Jrleans .• ... - Bryant, 599 

Receipts of steamers . .Bryant, 599 

Second-class rates, granting and withdrawal. Lindenberger, 556,557 

Sunday traffic, unnecessarily extensive -. . Fuller, 29 

Passes, railroad: 

Employees, issue to low grades, restricted . Lindenberger, 358 

Evil effects of.. .. . Parsons, 127,128 

Purchase and sale of. dishonorable.Lindenberger, 358 

Hazardous nature of investments in...Rice, 734 

Monopoly created by advantageous... .. - Rice, 731 

(Irganization and capitalization of companies for exploiting.. Rice, 732,734 
Peninsula and Oriental Line: 

Business of.. -. Howes, 706-708 

Subsidy to . . Howes, 706-708 


Pennsylvania: 

Employers’liability, legislation and court decisions regarding. . Fuller, 36-40 

Street railways in. capitalization of . Bemifl, 89 

Telegraph service. .-. Clark, 208 
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Pennsylvania Coal Company, Erie Railroad, purchase by.- Woodlock, 452; 

Greene, 47o; Haddock. 521,531; Thomas, 
552,553; McLeod, 572: Stearns, 581) 

Pennsylvania Railroad: 

Anthracite coal business, policy regarding . Haddock, 532 

Relation to mining companies . ... Stearns. 579 

Relation to other railroads . Woodlock. 151: Harris, 598,599, (503,008 

Baltimore and Ohio, relations to the . .. . SchilT, 771.772 

Cincinnati, interests in .. Wilson, (594 

(immunity of interests with Vanderbilt roads .Woodlock, 402 

Freight, system of hand ing.-.- .- _ Nicholson, 728 

Labor organisations, iriondly to. ... . .. Fitzpatrick,838 

Local development, policy ot _ .... ..Wilson, (597 

Louisville and Nashville Railroad Com pan \, proposed relation to. Wilson, (591 
Relief department discussed Fuller, 15.48-52,59-68 

Smula\ irei'dit trafhc .. .. . Fuller,29-32 

People’s Cas Company of Chicago, purchase of Mutual Fuel Gaslight 

Company. ...Bemis, 89 

Philadelphia- 

Competition with New York .... . Langley, 859 

Gas hills in, collection of . - Foote, 121 

Gas works, public and private management of. Bemis. 97.101.102 

Spot wheat at _ . . . .. Howes. 701 

Philadelphia and Reading Coal and Iron Company (see also Readimi 

(Umpaiitj), relation to Reading Company. . Harris, 597 

Philadelphia and Reading'Railroad (see also Hunting Co mpainf): 

(’onf usion of accounts with subordinate coal company .. Rice. 739 

Relief department, discussed.... Fuller, 4(5,58 

Philippine Islands: 

Effect of war in advertising ('alifornia .Wheeler, 754 

Trade of, future development . Wheeler, 751 

Piedmont Air Line, relation to Soul hern transportation business Guillaudeu, 140 
Pittsburg: 

Electric light, cost of . .Bemis,98 

Growth and importance. Anderson '537 

Sunday freight traffic through. Fuller. 29-32 

Pittsburg, Fort Wayne and Chicago Railroad, Sunday tragic on . Fuller, 29-32 
Plant System, Relief and hospital department, discussi d Fuller, 53-57 

Poles, employment in anthracite mines. .Stearns. 595,596 

Police power, ticket brokerage, relation to.Lmdenberger. 34 f, 315,3 f8 

Politics, Southern Pacific Railroad, interference m. Wheeler, 754 

Pooling (see also Agreements between railroads: Anthracite coat, allot¬ 
ment of tonnage): 

Agreements, right, to make, advocated.... Thomas,558 

(’onsolulation of railroads, relation to. Ripley, 29t;Adams, 386; 

Woodlock. 462,4(53; Greene, 473. Thomas. 558; Wheeler, 748 


Cotton, transportation of . Davant, 7 

Deprecated. . .- - - Bacon. 82 

Desirability discussed.. - Toisberg, 372: Wheeler, 748 

Effect of, on facilities . . .. Ripley. 291,295 

Elevators, foihidden, Minnesota. Teisberg,370 

Interstate Commerce Commission, approval of agreements by .. Ripley, 289; 

Thomas. 558 


Control over .- - -.- - - - Wheeler, 749 

Interstate commerce law, effect.... . Talcott,627 

Legalized, advocated Anderson. 639, (541, (542; Griswold, 615: Thomas, 558 

Memphis, division of cotton traffic from. Davant, 7 

Railroads no longer desire ... .. Woodlock, 463 

Rates, effect on _ -- - - Ripley, 289 

Southern Railway and Steamship Association .Talcott, 626,627 

Postage-stamp rates, California fruit transportation .Stubbs, 769 

Transcontinental business, application to .. .Wheeler, 744 

Postal service, duty of Government to furnish efficient .Randall, 242 

Effect of laws regarding strikes...Fuller, 70 


Post-offices: 

Employees, number of. .. Roberts, 270 

Number in United States ..... Parsons, 886 


Post-office systems of United States and Great Britain, compared < dark, 227.228 
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Postal Telegraph. (S ee Telegraphs,) Page. 

Postal Telegraph Company: 

Capitalization.. _ .. .. Chandler, 194; Clark. 213 

Dividends paid.. . . Chandler, 194 

Extent of business, number of offices, etc .. .. Chandler, 194; Clark, 207 

Mileage of..Chandler. 194 

Organization and development. Chandler, 193; Clark, 213 

Surplus earnings. ..Chandler. 194 

Western Union Telegraph Company, relations with .Clark. 22.) 

Postmasters-General, advocate Government ownership and operation of 


Roberts, 206,268 
Randall, 252 
Greene, 495 


telegraphs. 

Press associations, names of. . 

Pressed Steel Car Company, referred to 

Printers, benefit from Government ownership of telegraphs. Randall, 246 

Printing telegraph (see also Machine telegraph ). Clark, 229,230 

Private cars, owners should be subject to Interstate Commerce Commis¬ 
sion .Adams, 386 

Profits: 

Method of gauging. ..Foote, 112,122 

Railroads, increased by excessive freight rates. Bacon, 77-79 

Western Union Telegraph Company. .. Roberts, 270 

Promotion of corporations: 

Discussed generally.Greene, 477,490-494 

Banks, greater conservatism as protection to investors -. Greene, 477,483,492 

Cost of, method of capitalizing.. Greene, 491 

Publicity of information regarding. Greene, 494; Rice, 736 

Relation to value of securities . Greene, 494 

Methods described . ... . .. . . Greene,491 

Publicity, difficulty of making rules as to information furnished Greene, 483 

Remedy for abuses.. . Greene, 190 492 

Requirement by law, discussed .. Greene, 482,483,490 

Responsibility of promoters, discussed . Greene, 483 

Valuation of assets and good will.Greene, 490,491 

Wall street, increased conservatism of. Greene, 477 

Prouty, J. D., paper on Railway Discriminations... . Parsons, 128 

Prussia: 

Argument of cabinet on public ownership of railways.Parsons, 124 

Railroads, terms of government purchase .Adams, 386 

Public accounting. (See Accounts; Uniform public, accounting,) 

Public examiner: 

Duties.Foote. 106 

Qualifications ... . .. -.Foote, 107 

Wyoming, relation to State .. ... ... Footo, 106 

Public utilities (see also Government ownership; Gas; Electric light; 

Street railways ): 

Bonds of corporations .... . Bemis, 88,90 

Capitalization of corporations operating .Bemis, 87,88.90 

Competition, operation of .. Bemis. 86 

Control of. ... . Foote, 115 

Coordination of, in various countries, extent and results of. Parsons, 

149,150,156 

Cost of construction and earning power, relation between.. Bemis. 88 

Cost of plants publicly owned..Bemis. 87 

Efficiency of management .. Bemis, 96 

England, regulation in... Bemis, 93 

Necessity for further investigation ... Bemis, 100 

Objects of. .. . .- Foote, 117; Parsons. 123,141 

Public ownership_ .. . .Bemis, 86,87,91 

Compared with private. Foote, 113,117; Parsons. 146 

Regulation. .Bemis. 86,87,91 

As a remedy..... Parsons, 181,182 

Effect of .. Parsons, 181,182 

Secrecy of private companies .. Bemis, 89,91 

Publicity of corporations (see also Accounts of corporations; Uniform 
accounting): 

Discussed generally.Rice, 786 

Accounts, difficulty of interpreting.Greene, 480 

Annual reports, nature and desirable contents, discussed generally.. Greene, 

479,492,498 
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Publicity of corporations—Continued. 

Balance sheets, proper items to be published, discussed Greene, 492,493 
Competitors, information obtained by becoming stockholders. Greene, 478,471) 

Desirability of- ....... ... Rice, 7B(i 

Expert auditors, investigation by, advocated .. ... Greene, 179,492 

Stock exchanges, requirement of i eports of corporations by.. Greene, 479,482 

TrnstB, remedy for, discussed .. ’.. Greene, 482 

Undesirability of excessive interference .. . . Greene, 493,494 

Pullman Palace Car Company, laciiities of.. Wilson, (196 

Railroads (see, also under sub, ects): 

Bonds. (See Bond*, rail mad.) 

Connections, value of. .. . Adams, 376 

Efficiency of service, comparison of, in different countries Parsons, 139-141 

Foreign charters, operation in State permitted, Minnesota _ Teisberg, 363 

France, government rights of purchase .. .. Adams, 386 

I' unctions ... . ... Parsons. 120 

Government regulation desirable.. . Schiff.777 

Increase of business ...... Nicholson, 727 

Harmonious action desirable..Bailiff] 771 

Mileage, in Mississippi Valley ... Markham, 425 

Proportion in Southern States .. ____ Markham, 436 

Power of, over producers of commodities. . Ripley. 287-288 

Prussia, Terms of government purchase ... .. .Adams, 386 

Bates. (See Freight rates, Passenger tickets, Passeia/rr traffic.) 

River transportation. relation to . .Bryant. 387.'388; Markham,420 

Soul hern States, conditions generally .. . ... Dunlap. 1-4 

Sh irt roads unprofitable.... . Dunlap,12 

State regulation. Minnesota ... Teisberg, 361 305 

Steamship companies relation to .. Guillaudeu,443,444 

Systems, geographical division . . . Schiff. 772 

Telegraph business, no precedence in general.Chamber. 199 

Vise of special wires. . .Chandler, 199 

Terminals, great value of . ... Adams, 375 

Massachusetts . ............ Jackson, 844 

Valuation, investigation of by Federal Government advocated Adams, 381-384 

Michigan.. ..Adams, 374-382 

Railroad and Warehouse Commission of Minnesota, organization, 

powers and policy.. .. . Teisberg,361-365,368 

Railroad Commissions: 

California, character and decisions of. Stubbs, 767 

Georgia.rates fixed by.. . ..... Dunlap. 1-3 

Massachusetts, powers and working ...Jackson; Biploy 

Powers, discussed . .. Wilson,690,691 

Kolati i >n to railways— ... - Wilson. 690,691 

Southern States, attitude toward Southern classilb al ion on iuter- 

state traffic. ... ... Langley,863 

Tennessee, rates not fixed by. Davant. 7 

Railroad Conductor: 

Editorial regarding relief departments- -- Fuller. 58-59 

Extracts from .. . .. Fuller. 20.21,27 

Rails, steel, export freight rates.. Anderson. 643 

Raisins: 


California, condition of industry .. Wheeler, 753,754 

Cooperation of California producers . .. .. Stubbs. 768 

Rates. (See Discriminations; Export rates; Import rates; Freight rates; 

Passenger traffic.) 

Reading Railroad: 

Anthracite coal business.. Harris. 596-611 

Influence on prices .. .. .. ... ..Stearns, 582 

Tonnage . . Saward.514,515; Haddock. 527; Harris, 598,691,608 

Baltimore and Ohio, relation with... . . ..Harris, 698,609 

Bankruptcy and reorganization.. . Harris, 601,605 

Black list of discharged employees asserted . .. Fitzpatrick, 885 

Capitalization generally... .. Woodlock, 455,456; Harris, 597 598 

Of coal lands.... . . .. . Greene, 472; 

Saward, 517,519; Haddock, 533; McLeod, 566; Harris, 604,605 
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Reading- Railroad—Continued. Page. 

Central Railroad of New Jersey, purchase of stock Woodlock,454,455; 

Greene, 471,4?fr, McLeod, 572; Harris, 007-609 

Coal lands, purchase of, forced by competition... Haddock, 524 

Earlier attemps to control Jersey Central and Lehigh Valley. Greene, 471,475; 

McLeod, 572; Harris, (507- 001); Rice, 737,738 

Labor organizations, antagonistic to.Fitzpatrick, 833,831,837-840 

New England territory, extrusion into, in 1892.McLeod, .707,574 

Receivership and reorganizat on ..McLeod, 572,573 

Relation to subordinate and preceding companies ... Harris, 597 

Reorganization and capitalization. Greene, 172; Harris, 597,598 

Rice, I. L., connection with . Rice, 737-839 

Receivers, policy in ^election of. . Greene, 189; Rice. 741 

Reciprocity treaty: 

Manufacturing industries in Canada opposed to .• IIovvos,718 

Necessity of. with Canada - . .. _ Howes,713,715,718 

Refrigerator cars: 

Caliiornia Iluit, transportation of. .Wheeler, 751 

Operation by separate companies, desirablility ol .Stubbs, 799 

Transcontinental fruit transportation . ... Stubbs, <07.709 

Regulation. (See Accounts: Interstate Commerce Commission: Public 
utilities: Railroad commissions.) 

Relief departments ot railroads: 

Diseus-ed generally . . Fuller. 43-09 

Rrotliei hoods replies of lodges regarding .Fuller, 00-07 

Congiess laws passed by,regarding .. .. Fuller. 09 

Cost of insurance in ... ... Fuller.53 58 


l)isappro\ed by employees . .. . .. Fitzpatrick.833 

Labor organizations, tendency to prevent menilierslnp m Fuller, 13, 

49.57. r.0 07 

Liability for damages, m lion of . Fitzpatrick, H33. 83(5 

Lobbung by railroads, legislation on _ . Fuller. 50 52 

Memi erslii|). application for blank forms . Fuller. 13, 17-53 

Obligatory. Fullor, 13. 17,48,52 53,59 09; Fitzpatrick, N 52.830 

Prohibition of compulsory, advocated. . Fuller, 10 

Payments by employes... Fuller. 43,53,58 

Pennsylvania railroad . ... .Anderson, 037.078 

Release of employers from liablility by means of .Fuller. 13 -52,59-09 

Reorganization of railroads: 

Business depressions, rendered necessary by ... Groeno. 487 

Capitalization, effect on bonds and stocks . Ripley. 291,297.298; 

Greene, 187.4SN 

Causes..... . • Talcott, 03(5 

Committees, methods of establishing and procedure .Greene. 188,489 

Courts, policy regarding..Greene, IM9 

Fixed charges, effect on . ... . Ripley, 298 

Minority stockholders, protection of rights of .Greene, 188,489 

New York, Ontario and Western Railroad. . Childs. 502 

Reading Railroad.Greene, 472; McLeod. 572,573; Harris. 597.598 

Richmond Gas Works. ... ... Bemis,97 

River transportation (see also Mississippi River; Water transportation): 

Amount. Anderson, (538, (54(5 

Boats, where built . . . Bryant, 397 

Decrease of traffic . . .Markham, 425 42(5 

Freight rates, coal. Pittsburg to New Orleans Anderson, (542 

Improvements, beneficial effects. Anderson, 04(5 

Navigation, dangers to . ... Bryant, 558 7 , 3H8 

{Season, shortening and reasons_ _ . .Bryant, 393,394 

• Southern rivers . . . Griswold, (521; Talcott, (528, (529 

Statistics of traffic .. Bryant, 388,389; Markham, 420-427 

Rocky Mountain States, alleged discrimination in rates. Griffith,849-851 

Rotterdam, telephone rates and service. . Bothell, 793,795,797 

Roustabouts on Mississippi River boats . Bryant, 395-397 

Rubber, raw mater.a!. sources of . Rice, 735 

Rural free delivery, compared with telegraph service.Roberts, 272 

Russia, policy of railways in ... . . ... Parsons, 137 

Safety (see also Accidents), comparison under public and private man¬ 
agement..Parsons, 158 
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Safety appliances: Pugo. 

Allowed to become defective. fuller, 41 

Engines, requirement on. advocated .... Fuller, 41 

Signals, interlocking, Minnesota_ . Teisberg. 404 

Sailors: 


Ocean, Germany and Great Britain, regulation concerning Penje. 401 

Great Lakes, accommodations .. Penje,409 111 

Characteristics... Ponjiylll 

Conditions of, generally ... Penje, 101-408 

Earnings....... . __Penjo, 102 

f°°d ...-. Penje, 400 

Insufliciency of crows... ... . Penje, 40a, 108 

Methods of procuring...... . Pen je, 40.*, 404 

Nationality ... Penje, 101. 102 

Numlier ol seamen, small.. . .. . Penje, 400 

Regulation nocessarv. . .. Penje, 404 

Wages . . .. Penje, 101, 104-109 

Ocean deep-sea sailor, disappearance of . Guillaudeu, 140, 151 

Merchants and Miners'Transportation Company, contract with. 


Food of. ... . 
Nationality of 
Policy toward 


Hayin', 114 110 
II a\ ne, 110 
Ha.vne. II? 
Tbmie, 122 


Shipping articles as a contract ... . Ilayne, 114.111 

St. Louis. 


Discrimination in favor as against Memphis . Davant, 8 

Southern trade, opposition lo Cincinnati and Chicago for Wilson. 092 

Favorable relation to _ _ ... . Wilson, 094 095 

Trade .. .. Maikham, 120,427 

St. Louis and Mississippi Valley Transportation Company, organiza¬ 
tion . .. Markham. I2G 

St. Louis Bridge rates compared with Brooklyn Bridge . Parsons. 115 

St. Louis Traffic Bureau, case regarding transcontinental rates 

Wheeler, 711. Stubbs, 757 -704 
Saloons owned by employers, evils . Barter, 408,409,410 

San Francisco discrimination rates from Eastern oil ies, case regarding Wheeler. 

714-718; Stubbs, 751- 701 

Import rates, effect on.. . Stubbs, 701 

Manulactiii ing interests in ... _ _Wheeler, 752,754 

Ocean traffic. Wheeler, 741,750; Stubbs,758,704 

Telephone service compared with Stockholm ... Bothell, 804,807 

War Department, alleged discrimination in lo ting contracts tor sup¬ 
plies. ... . . Wheeler, 750 

San Francisco Board of Tiacle, nature and organization .. W heeler, 744 
Savannah freight rates compared with Atlanta rates McGovern, 081 

Scandinavians as sailors. . . Penje, 401, 103 

Scotland, public and private monopolies in. . Bemis.94 

Scranton Coal Company, purchase by i intario and Western Raili oud Childs, 497 
Scrip dividends prohibited in Massachusetts Jackson, 844 

Seamen’s Union, International, American Federation of Labor, rela 

tionto __ Penje, 401 

Membership. ... Penje, 101 

Old Dominion Steamship Company,relation to . .. Guillaudeu, 150 

Statutory amendments suggested by . . Hay no, 122,424 

Securities, American, scarcity in Europe Sehiff, 770 

Senate Committee on Interstate Commerce, report on railway discrimi¬ 
nations ... . Parsons, 120,128 

Ship subsidies (see also Merchant Marine, American): 

Advocated.. .. Anderson, 044 

Bill, doubtful elf cots of..Bryant, 499,400 

(Coastwise trade not necessary for. .. Ilayne, 421 

Deprecated. . llowes, 704-709,711 

France, policy in- .. . — . Howes, 700-708 

Great Britain, policy toward.. Howes, 700-708 

New Orleans, sentiment in respect to .... Bryant, 499,400 

Ships. (Heo Water trannfmrlathn .) 

Shipwreck benefit of Lake Seamen s Union . Penje, 400 

Signals, interlocking, Minnesota.Teisberg, 304 
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Sinking fund, difficulty presented by, in case of receivership...Ripley, 306 

Sliding scales: 

Anthracite coal field. ..Stearns, 593,594 

Longshoremen . Barter, 315 

Socialism, relation to government ownership.. Foote, 113,115 

Soda, conditions of manufacture and business discussed.Bacon, 72-76,80,81 

South African war, effect on Boston trade.. .Howes, TOO 

Southeastern Freight Association: 

Functions .... . Guillaudeu.443 

Geographical extent.-. McGovern, 654 

Southeastern Mississippi Valley Association, geographical extent ... 

McGovern, 654 

Southern classification (see also Classification of freight): 

Advances made in .-.Langley, 860,862 

Character discussed. ..Markham, 441 

Increase in rates under, 1900. .Langley-McGovern 

Classification issues .. McGovern, 655 

Coffee, action of in respect of.— -. Langley, 865,866 

Financial functions not possessed by.-•.McGovern, 655 

Letter from. McGovern. 652 

Methods . McGovern, 653 

Objects. McGovern, 653 

Organization and membership... McGovern, 652,653 

Policy toward Southern business . McGovern, 663 

Railway mileage covered. .McGovern, 682 

Territory of.. .. .. Langley, 860 

Underbilling, no power to prevent.McGovern, 673 

Southern Pacific Company: 

Central Pacific, relation to.Stubbs, 757,764 

Colonist rates ... .-. Wheeler, 755 

Description of railroad system. Stubbs, 757 

Import traffic and rates . .. . — Stubbs, 762 

Nature and powei s of corporation... Stubbs, 757 

Politics, interference in. . ... - . Wheeler. 754 

Relief department, referred to. . Fuller, 48^69 

Transcontinental rates, action in suit regarding . .Stubbs, 758 

Union Pacific, consolidation with. -.. Woodloek, p. 462 

Southern railroads: 

Conditions generally. Dunlap, I -4 

Consolidation, probable effect. Wilson, 693 

Disadvantages of . .- Markham, 441 

Discriminations between persons, stability of rates- -Wilson, 696 

Discriminations between places, causes of. Parsons, 128,132,133 

Division of traffic to South.. .Wilson, 690 

Interest of. in developing Southern territory . -- -- Langley, 862 

Mileage of . -.-.McGovern, 682 

Compared with Northern railroads. .Langley, 864 

Policy generally.. .... .Guillaudeu, 448 

Rates, injustice of, to Ohio River territory. Wilson, 692 

Short lines unprofitable..Dunlap, 1,2 

Asheville Line, not a factor in rate making .. .McGovern, 686 

Central Railroad of Georgia, competitor of.. McGovern, 682,683 

Cincinnati. New Orleans and Texas Pacific Railroad Company, rela¬ 
tion to.Wilson. 693 

Freight l ates and profits...Davant, 6 

Net earnings, increase in ...Langley, 869 

Southern Railway, Southwestern Investment Security Company, relar 

tion to.Wilson, 693 

Southern Railway and Steamship Association.Talcott,628 


Southern States: 

Freight rates, to cotton mills.. Davant, j-8 

Increase discussed _Bacon,73,74,75,79-83; Langley, 863; Dunlap, 2-4 

Trade,competition for ... . ..Markham,439; Wilson,687,689 

Division of, between railroads.Wilson, 687,689 

Western railways excluded from..-.-.Langley, 875 

Southwestern Investment Security Company, relations to railroad com- 

panies ...WilsOn.698 
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Speculation: Pape. 

Business favored by Western Union Telegraph Company,.. Randall, 244 

Grain, effects on prices.Teisberg, 372 

By farmers.. ... Teisberg, 372 

Northern Pacific Railroad deal.Rice, 742; Schiff, 772 

Stock gambling, effect on public. Parsons, 155,156 

Stocks discussed generally.. Woodlock, 465,466 

Effect on value of securities. ... .. Woodlock. 465,466 

• Listing of, on exchange, character of . Woodlock, 466 

Spencer, Samuel, evidence before Industrial Commission, referred to.. Fuller. 34 
Spoils system, evilsof, inmunicipal administrations (seealso Civil-service 

examination system) . .. Bemis, 102 

Spotters, railroad, practices criticised.Lindenbcrger. 333,334 

Standard Oil Company: 

Advantages of, over other companies .. Parsons, 129,130 

Competition, absence of. Parsons, 129,130 

Freight discriminations, investigation of. Parsons, 130 

Interests in other industries ... ... Bemis, 100 

Railways, partnership with.Parsons, 129,130 

State Examiner of Wyoming, paper regarding public accounting .. Foote, 105 
State railroad commissions. (See Railroad commissions.) 

Steel, relative price of American, in America and England Howes, (705,707,708) 

Steel industry, competition by small establishments.Waterbury, 137 

Stevedores (see also Longshoremen ): 

Coastwise trade, how employed in.Hayne, 415 

Great Lakes, system criticised . Barter, 303,310.316 

Merchants and Miners’ Transportation Company, conditions Hayne, 415-417 

Wages .. .. . Hayne,415-417 

Stewart, A. T., preferential rates to .. .. . Parsons, 132 

Stickney, A. B., statement on railway practices.Parsons, 129 

Stock dividends: 

Advisability of declaring.-. Schiff. 774 

Instances of proper declaring. Schiff, 774 

Prohibited in Massachusetts . Jackson, 344 

Stock exchanges: 

Auditing of corporation accounts by.Greene, 479,483 

Banking interests, use to. .Schiff, 776 

Listed anil unlisted stocks - — .. Woodlock, p.465 

Rules regarding listing of corporations on. Greene, 483 

Speculation on, character. Greene, 433 

Effect. . . ..Woodlock,465,466 

Stock, watering of. (See Capitalization.) 

Stockholders (see Corporations 

Stockholm, telephone service and conditions _ Bethell, 803-807: Parsons, 884 

Stocks, market value, how fixed —. Schiff, 773,774 

Street railways: 

Boston system.. Jackson, 843,844 

Capitalization . . Bemis, 87-93 

Cost m different cities .. .-- .. Foote, 118 

Electricity, effect of application. Adams, 825,828 

England, operation in. Bemis, 102 

European inferior to American.... ... Adams, 828 

Franchises, indefinite, have worked satisfactorily.Adams, 829,830 

Local.system unsatisfactory. . . .. Adams,827,828 

General character and importance.. . Adams, 825 

Glasgow, operation in.. . Parsons, 140,115: Adams, 828 

Growth still in elementary stage...... Adams, 826 

Highways should be separated from ..... Adams, 826,830 

Net income per mile ... — Bemis, 91 

Passenger receipts.. Bemis, 91 

Vestibuled cars required, Massachusetts ___ Jackson, 842,843 

Strikes (see also Arbitration; Injunctions): 

Anthracite coal, 1900- 


Condition of miners. - .. Greene, 474 

Demands discussed.Saward. 520; Fleming, (542); McLeod, 574-576 

Effect on business and prices . Childs, 499; Haddock, 527,528; Walter, 546 
Boycotts, distinguished from... Fuller, 70 

lOA-72 
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Strikes—Continued. Pago. 

Brotherhoods, effect in reducing. Fuller, 70 

Buffalo freight handlers. .Barter, 308 

Conciliation and arbitration as remedy for ...Greene, 474; Saward, 520 

Courts, attitude regarding....Fuller, 70 

Interstate-commerce and antitrust laws, effect on. . Fuller, 70 

Longshoremen organizations, effect on. Barter, 307,308,315,310 

Mails, effect of laws regarding . Fuller, 70 

Violence discouraged by labor organizations ... Bartei, 308 

Subsidy. (See Ship subsidy,) 

Subways, telephone, functions of. Bothell, 779 

Sunday labor: 

Advantage of Sunday as a rest day... Fuller, 33 

Employees' organizations, resol utions of. Fuller, 32,33 

Excursions advertised by railways .Fuller, 29,30 

Legislation by Congress* advocated.Fuller, 34 

State laws, evasion by railroad companies.Fuller, 34 

Surplus earnings: 

Railways, used to improve property m some cases..Ripley, 301,300 

Telegraph companies, how used...... Chandler, 194 

Suspension of employees, discussed generally.Fuller, 12 

Sweden: 

Labor conditions and wages. Bothell, 804 

Merchant marine.... Howes, 711 

Telephone conditions, rates, etc. Bemis, 400; Bothell, 803-807 

Switching charges: 

Determined by individual railroads._.. Bacon, 85 

Minnesota . ... .. Teisberg,3(51,3159 

Switzerland: 

Area and population. . Clark, 207 

Federal Council, argument of, favoring government ownership of 

railways. Parsons, 124,125 

Railways .Parsons. 124,125 

Telegraph systems, extent of. Clark, 2<>7 

Telephone conditions . Bethell, 789,790 

Syndicates, financial, formation, objects, and purposes.Schiff. 775 

Takoma Park, D. C., waterworks. -. Foote, 121 

Tariff: 

Alkali products, protection of. .Bacon, 80.85 

Discriminating, on goods carried in bond, effect on New England 

shippers_ - ...Ripley. 290 

Effect on jobbing trade. Langley, 872 

Tariff, protective: 

Import freight rates affected by . Ripley, 300 

Railways affected by operations of ...Parsons, 152 

Tariffs, railroad. (See Rates.) 

Taxation: 

War-revenue tax evaded .Roberts, 272 

Telegraph companies, methods . .Chandler. 204,205; Clark, 210,217 

Taxation of railroads: 

Apportionment by mileage condemned.Adams, 383 

Depreciation in value of property in Michigan.-.Ripley, 300 

Michigan... .... Ripley, 305; Adams, 374,383,381 

Minnesota . . Teisberg, 366,307 

State, discussed generally .Adams, 382-384 

Unproductive property ... Adams, 381 

Telautograph. .Clark, 230 

Telegraph (see also Machine telegraphy): 

Agreements between Postal Company and Western Union Company.. 

Chandler, 195,198 

Aim and object of.Roberts, (207); Hitchcock, 894 

Baltimore and Ohio Telegraph, reasons for sale. .Parsons, 888 

Capitalization of companies. .Clark, 211 

Cost of reproduction of plant .Clark, 215 

Foreign and domestic, compared . .. ..Clark,213 

Franchises, patents, etc., covered by..— Chandler, 194 

Value of plant, how it should be estimated.Clark, 214,215,220 

Western Union Telegraph Company, discussed . .. Parsons, 889,890 

Excessive.. . Parsons, 185,180,889,890 
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Telegraph—Continued. Page. 

Consolidation, result of.... _ _ Clark, 214 

Cost of construction . Chandler, 204 

Disparity of comparisons.Clark, 200 

Distances, misrepresentation of, by Western Union Telegraph Com¬ 
pany - _ - ... . ..... Roberts, 271 

Employees, hours of labor. Chandler, 200 

Organization . . . Chandler, 200 

• Policy of Western Union Telegraph toward. Hitchcock, 803 

Wages, low rate _ . . Fuller, It 

Women, percentage of.Chandler, 200 

England compared with American..Parsons. 185,880,887 

Deficit in operation .... Parsons, 188-100 

Discussed_Clark, 211-213,215,210,225,231; Parsons, 887,888,880 

Reasons for.. Parsons. 180 

Results of public operation . . Parsons. 183,1S4 

Extent of service in United States.. Clark. 207,232 

Foreign and domestic systems compared. .. Clark, 207,213; Parsons, 185. N80 

Franking privilege, abolishment advocated ----- . - - Chandler. 107 

Abuse of . . Roberts, 270 

Account, of value kept.. Chandler, 100 

Condemned .... Randall,250 

Effect on rates in general .. . ('handler, 1'08 


Issuiug of, methods, and reasons . ....... 

Chandler, 100,107; Clark, 223; Randall. 250 


Policy of issuing... . . Parsons, 888 

Issuing, by Western Union Telegraph Company. Parsons, 101 


Government ownership and operation discussed . Clark, 200; Hitchcock. 800 
Advocated .. . Roberts (200 208,273,274); Hitchcock, M00-806 


Authority for ..... Parsons, 182,183: Roberts, 206 

Compared with rural free delivery.Roberts, 272 

Deprecated... Clark. 230.232 

Favored by certain organizations . Randall, 242; Hitchcock. 800,801 

First operated by Government .Randall 242 

Postal sei vice, impossible to compare with. (’lark, 227, 228 

Proportion under . Randall, 244 

Proposed method establishing.. Hitchcock, 805,800 

Systems compared . Parsons. 173,183-185 

Saving by.. - ... - Hitchcock,802 

Instruments,improvements ot.. . ... Hitchcock,801,802 

Inventions, opposition of Western Union Telegraph Company to Parsons, 888 

Of Patrick B. Delany. . . . Hitchcock. 801 

Letter telegrams, proposed system of ... - Hitchcock, 804 

Messages, average cost of operation in United States . Clark, 224 

Precedence m messages . .Chandler, 199 

Press associations, service to. . Clark, 210,211,210 

Rates, average expense of sending messages.Chandlor, 104; Clark, 224 

Baltimore and Ohio telegraph...Parsons, 888 

Commercial. (’lark, 209 

Comparisons of... .-. - - Parsons, 887 

In foreign countries .Parsons, ISO -188; 

Chandler, 202; Clark, 208-200-211.218,225-220: Kandall. 241,251 

Decrease..-. Chandler, 205; Clark, 214 

Attempts discussed. . - - Clark, 215 

Impossible... .Clark, 227 

Different kinds, described_Clark, 200.210; Chandler, 107; Randall, 258 

Effect of agreements betweon companies on . ('handler, 105,198 

Effect of reduction in .- Hitchcock, 893 

Government, charges to . . Ciark, 210,211 

Method of fixing.Chandler, 203; Clark, 209,214,215 

Press associations. Clark, 210,211,219 

Range of .Chandler, 194 

Squares, system described. Clark, 209,210 

Uniformity.Chandler, 195; Randall, 251,257 

United States, statistics. Randall, 257,258 

Speed, present limit of .-.Randall, 255 

Stations, number of, in the United States. Parsons, 886 

Strike of 1883 . .Randall. 259 

Taxation of.Chandler, 204,205; Clark, 210,217; Parsons, 185,186 
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Telegraph—Continued. Page. 

Telegrams, average number of words in United States and Great 

Britain.. . .... Parsons, 887 

Wanamaker, John, views on telegraph. Parsons, 888; Hitchcock, 891 

Wirou lifo of (Tlorlr 999 

Underground system V.. . Chandler, 204;' Half, 817, m\ 821 

Word-count. defined. Clark, 210 

Telephones and telephone service (see also American Telephone ami 
Telegraph Company; New York Telephone Company): 

Accounts, false bookkeeping of companies. Parsons, 178,179 

American and European compared... Bethell, 784,785,787-807; 

Hall, 819; Parsons, 884 

Cities, comparison of service with small towns . Bethell, 808,809 

Comparison of service in various places.- Parsons, 884-885 

Cooperative Telegraph Company of Grand Rapids, Wis ..Parsons, 888 

Development, early improvements. Hall, 817,818.819,821,822 

Discriminations in rates, none in New York. Bethell. 810-812 

England, operation in ... . .Bemis, 100 

Exchange connections, annual... Hall, 821 

Expenditures. . Hall, 822 

History. Hall, 817-822 

Interior Department, service of.Parsons, 883 

Department of Labor investigations. Bemis, 101 

Long distance charges, how established . . Hall, 819 

Effect of. on telegraph.... - ... Clark, 223 

Message rate system, its superiority and fairness .. Bethell. 780,781,782,793 

Metallic-circuit service, its introduction into local exchanges.Hall, 818 

Municipal operation, development of service.Bemis, 100 

Manhattan, Kans . Bemis. 101 

Public use m Germany. Norway. Sweden. Bemis, 100 

Rates— 

Average message cost. Hal 1.821 

Determination of. Hall, 818 

Early basis of . ... ... Hall.818 

Effect of lower, on .. . .-. Bethell, 810,811 

Excessive, of private companies. Parsons, 173-179 

Flat-rate question Parsons, 883 

New York,discussed ..Bethell.780 782.810,811,812 

Public and private compared.Parsons. 173-1 T9 

Secrecy of messages .... Bethell.813 

Underground mileage. Hall. 821 

Wages of girls.Parsons, 883 

Temple Iron Company, purchase of independent anthracite companies 

by... Haddock,521 

Terminal, railroad, value of _ ... . .- Adams,375 

Value not included in assets in Massachusetts.. Jackson, 844 

Texas antiscalping law, decision on. Lindenberger, 349 

Ticket brokerage: 

General discussion.— - Lindenberger, 318-360 

Character ol brokers .. Lindenberger, 350,355,357 

Frauds— 

Brokers help to detect .... - - Lindenberger, 358,359 

Charges of. against ticket brokers unsupported Lindenberger, 334,335 
Reward for detection offered by American Ticket Brokers’ Asso¬ 
ciation . . . Lindenberger. 325 

Guaranty to passengers...Lindenberger, 322,349 

Number of brokers in Uuited States.Lindenberger, 3?0 

Railroads- 

Depend on support...Lindenberger, 351 

Tickets bought from. Lindenberger, 326,350,355,357 

Reduction of rates by brokers’ competition. Lindenberger, 330,337 

Short limit tickets.Linden berger, 352 

Wages, effect on . Fuller, 71 

Trade, balance of, with Canada.. Howes, 714,715 

Trade centers, railroads, methods of building up. Markham, 438,439 

Trade holding, defined ..Nicholson, 731 

Traffic. (See Freight traffic: Pannenger traffic.) 

Traffic associations, consolidation . Bacon, 74,76 
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Tramp steamers: Pago. 

Boston, absence of...Howes, TOO, 701 

New Orleans .Bryant, 398 

Transcontinental discriminations, due to competjAm of Canadian 

Pacific... . ..fPwheeler,748; Stubbs,702 

Transcontinental Freight Bureau, nature of organization and control 

of rates. Wheeler. 749 

Transcontinental railroads: 

Classification in. basis . Stubbs, 703 

Consolidation of through routes, advantage of. Wheeler. 717 

Discrimination, alleged, against Denver..Griffith. 819,854 

Fruit traffic . . .... _ Stubbs, 7G7 

Geographical location. ... . . . Schiff, 779 

Middle West and Pacific Coast cities, case regarding.. Wheeler, 713-748; 

Stubbs, 757-701 

Oranges, routeing of shipments of . Stubbs, 704 

Rates, agreements regarding...Wheeler, 719; Stubbs, 704 

Establishment of. . . Langley. 875,870 

Import, on Asiatic traffic .. St uhbs, 701 

Methods of fixing . .... Markham, 449 

Ocean rates, effect of .... . .Markham. 499,419 

Objections to, by (Central cities_ .. .. Langley, 875,870 

Reduction in .. . .Stubbs,705 

Refrigerator cars... Wheeler. 754; Stubbs, 707.709 

Traffic, handling ot ... . .. . . .... Nicholson, 791 

Nature of.Nicholson, 797 

Trunk lines not desirous of merging with . Schiff. 779 

Transit-m-boncl privilege, suspension of an evil to certain shippers Ripley, 999 
Transportation, importance to industrial interests Anderson, 037-039,045,040 

Transportation, Department of, establishment advocated- . . Bacon. 77,80 

Travel. {See Passenger tra ffic.) 

Trimmer, vessel loading, defined. . .. — Barter, 310 

Trunk-line commission, jurisdiction of — .Nicholson, 795.790 

Trunk lines: 

Railroad, geographical location.. .. . ..— Schiff, 779 

Transcontinental lines, attitude toward.— Sctiiff,779 

Trusts. (See ( 'onibinations). 

Typographical Union, International: 

Government ownership, committee on. .... Randall, 941 

Government ownership of telegraph, favored.Clark, 219; 

Randall, 242,243,250; Roberts, 200.207,208 

Membership of.-. Roberts, 208 

Underbilling: 

Criminal, when. McGovern, 673 

Defined .-. McGovern, 072 

Examples...-. McGovern. 072 

Injustice. McGovern. 072 

Legislation, adequate, to prevent.McGovern, 073 

Penalties, suggested modification . McGovern. 073.074 

Railroad agents, practices with regard to . McGovern, 073 

Southern freight classification committee, no power to prevent McG ovem, 673 
Underclassification of goods: 

Discrimination by. Griswold, 623 

Penalty against ..-. Langley, 808 

Railroads, practiced by... - - Ripley, 288 

Shippers, practiced by. .. . -. Ripley, 288 

Temptation to practice .- - Langley, 808 

Underground system of wires: 

Introduction. ..Hall. 817,818,821 

Telegraph companies, desirous of.-.Chandler, 204 

Uniform accounting: 

American commerce, effect on.- - Foote, 116 

Defined...-. Foote, 106 

Desirability.Nicholson, 727 

Extent of, proper. Foote. 106 

General interest in. Foote, 122,123 

,Interstate Commerce Commission, advocated by. Nicholson, 727 

Legislation suggested, respecting. . Foote. Ill, 123 

Municipal expenditures, result on .Foote, 116 
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Municipal government, relation to..... Foote, 110 

Municipal monopolies, necessity for.. ... . Foote, 113 

Municipal ownership, relation to. Foote, 109,110 

Necessity of_ ... .. . Foote, 103-123 

Opposition to, sources of ....Foote, 106 

Progress, relation to ... Foote, 109 

Public morals, effect on.. .....Foote-105 

Public policy, relation to.. Foote, 109,121,122 

Taxation, relation to.Foote, 105,109 

Union Pacific Railroad: 

Bond issue ...Schiff.776 

Reorganization.. _ '.Schiff, 769 

Southern Pacific, community of interests with. «Woodlock,402; 

Wheeler, 746; Stubbs, 761; Griffith, 855 

United Fruit Company: 

New Orleans . . Bryant, 397 

United Gas Company of Philadelphia: 

(’onsolidated Gas Company of New York, relation to . Berais, 87 

Interests of . . .. Bemis. 87 

United Mine Workers of America: 

Demand of anthracite operators. 1901.. . McLeod. 576 

Membership in anthracite coal field...... .... Saward, 520 

United States: 

Area . ... Clark.207 

Coalmines .. Howes. 715,717 

Freight classification, division of ... . .. Langley, 860 

Population per square mile . Clark. 207 

Postal service ..... . Clark, 208 

Number of post-offices . . Parsons, 886 

Telegraph service and development compared with Great Britain 

Parsons. 185,886.887 

Extent of ..Clark, 228,229 

Number of stations in . . . Parsons, 886 

Trade relations with Canada . Howes, 713,715,716,717,718 

United States Courts: 

No jurisdiction over larceny on State waters _ Ilayne, 414,415,421 425 

United States Steel Corporation: 

Carnegie, Andrew, relation to formation of - . Woodlock, p.464 

Pacific coast, results of formation of. Wheeler, 753 

United States Telegraph Company, absorption by Western Union 

Telegraph Company . ........ Roberts. 272 

Valuation of railroads (see Cost of construction; Capitalization). 

Vanderbilt Railroad System: 

Community of interests with Pennsylvania system .Woodlock. p. 162 

Fast freight lines of... Nicholson, 724 

Traffic ..Nicholson. 728 

Vessels (see also Wafer transportation): 

Merchants' and Miners’ Transportation Co., inspection of ... .Hayne,417,418 
Vienna: 

Telephone system; service; rates.. Bothell,790-791 

Virginia: 

Capitalization of street railways in.. Bemis, 89 

Wages: 

Agreements of employers and employees regarding. Fuller, 10 

Anthracite coal miners.Childs, 499; 

Saward, 515,519; McLeod. 567,574; Stearns, 593,591 

(’oastwise transportation. . _ Penje, 412 

Merchants and Miners’ Transportation Company’s employees. 

Hayne, 415-417 

Old Dominion Steamship Company's employees .. Guillaudeu, 448,449 

Comparison of, in different countries... . ..... Parsons, 138 

Influences affecting. . Fuller, 71 

Labor organizations, advantage in maintaining. Fuller, 11 

Effect on . .. .. .Penje,401 

Lake Seamen’s Union, influence by. Penje, 401 

Longshoremen, Great Lakes .... .Barter, 310,811 

Uniform. ... Barter,815 

Michigan Alkali Company... .Bacon, 72,80 
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Mississippi River boats, rates of... .. Bryant. 395-397 

Municipal monopolies, rate in ... ..... .Bemis, 95 

Rate wars, effect upon.. . Fuller.’ 71 

Rates, relative, of different classes.. Fuller! 11 

Railways, consolidation of, effect on . Fuller! 71 

Reduction by employers...Fuller! 1 1 

•Bailors, foreign....... .. . Penje, 412 

Lake... . . Penie,40l-I09 

Telegraph employees.Clark. 217.223,224; Roberts, 270,271 

Average. Chandler, 200 

Compared with, Great Britain. Chandler, 205 

Effect of sex. ('handler. 200 

Range*. Chandler, 200 

Rotation of, to total expense of operation.(’handler, 205 

Uniformity.... Chandler. 200 

Telephone employees, Amsterdam . Betheli.795.79G 

Girls, wages of . Parsons. 883 

Ticket brokerage, effect on .. Fuller. 71 

Wall Street, meaning of term . . Sclnff,770 

Wanamaker, John: 

Views on telegraph.... .. Parsons, 888 

Favors postal telegraph.... . . Hitchcock. 891 

War Department, alleged discrimination in letting contracts for supplies 

Wheeler, 75G 

War-revenue tax, evaded by Western Union Telegraph (’ompaiiy Roberts, 272 

Washington, D. C., waterworks. Foote, 113 

Washington (State), telegraph service. .... _ Clark, 208 

Water power, California, development in... ... . Wheeler, 752 

Water transportation (seealso Coantu'iso traits} iort< 1 1 ion; La hr nangation; 

Omni Ira importation; Jiiivr transjiortatibn): 

Cotton, effect on rates from Memphis... . Davant, 6,7 

Differentials in favor of. .. Griffith, 855 

Economies of steamship and railway companies compared . Guillaudeu, 448 
Passonger rales. Merchants’ and Miners' Transpoi tat,ion Co Hayne, 419,420 
Railways, effect of development, beneficial ... . Anderson, 039,641,042 

Rate cutting due to . .. . Griswoid,G14 

Watering stock (sec Capitalization)- 
Waterworks: 

Municipal ownership compared with private. Foote, 111, 112, lift; Parsons, 146 

Cost of... .Bemis, 88 

Operation by small municipalities.Foote, 120 

Results of . .... . . Bemis, 97 

Private ownership in American cities. . Bemis, 97 

Capitalization of private ownership . . .. Bemis, 88 

Study of question in America . .. Bemis, 96,97 

Waybills: 

Defined. N leholson, 729 

Necessity of uniformity ... . . — . ... Nicholson,728,729 

Wealth: 

American sources of.Schiff, 777 

Concentration of, effect on opportunities for advancement . Anderson, 649 

Consolidation, effect on . Schiff, 777 

Defined ... . Parsons. 123 

Diffusion of, as affected by Government ownership. .. Parsons. 157,158 

Increasing.-..-. Schiff, 777 

Material, relation to civilization. Parsons, 123 

Western cities: 

Competition with Eastern cities for Southorn trade _ Markham, 439 

Competition with Now York. ... Langley,859 

Western classification: 

Character.Stubbs, 763 

Committee, advances made by .Langley, 860 

Territory of. Langley, 860 

Western States: 

Alkali products, freight rates on .. _ .. Bacon,80 

Classification disadvantages of lack of uniformity... ... Bacon,80 













































1142 


INDEX OP TBSTIMOHX, 


We8 ^^«IS n n7otZ r c5mDM?es any: .. Clark,230,221; Roberta® 

American Telephone and Telegraph Company, relation to . .. - c| Bethell, 812 

Associated Press, relation to .. - ^ ®*“*$' J^' *jj# 

Bell Telephone Company, relrtan to -^7^’gj| 

UP "v°e . ' Cla ’ Par ons. 18S, 186.IW.W0; Randall. 212,’248 

CostofTm!ntenance . ' ...... . ClarMW.h 

Discriminations denied_ _ --.Clark, *v8, Kandall, 

Distances, misrepresentations of. . Parsons, 18<; Koberts, 271 

Dividends .(’lark, 210,22(5; Koberts, 270 

Employees. Clark, 217 

Black list established by .. . , Koberts, 209 

Efficiency ..’ .. . . Parsons, 188,189 

Policy toward. Hitchcock, 893 

Wages of . Clark, 217 

Enterprise of, illustrated.. ~. Clark. 231 

Expenses.(’lark. 216; Koberts, 370 

Extent of system. Clark, 207 

Distribution of franks.Parsons. 191.888 

Government ownership, admission of. in respect to . Roberts, 266 

United States Government, relations to.Clark. 228,229 

Growth. . ... Kandall, 243 

International Ocean Telegraph Co., relations to.Clark.228-229 

Inventions, policy toward new... Parsons, 189,190,888; 

Clark. 229; Randall, 249-251,253; Roberts, 270; Hitchcock, 891,893 

Investigations of, by several States. .. . Parsons, 185,186 

Labor organizations—established iron-clad oath . Koberts, 269 

Policy toward_ _ Parsons, 190,191; Clark, 223; Roberts, 269,271 

Messages, statistics .. .. (’lark,216 

Newspapers, tyranny toward... Randall.216,247 

Policy in business.. ... . .. Randall. 214 

Politics, connection with... Parsons. 191 

Postal Telegraph Company, relation to . (’lark,229 

Protits.. ..... . . . Roberts.270 

Excessive.. Parsons, 190,191 

Railroads, relation to... Clark, 223 

Service, inefficiency.. .. . . Parsons, 190.191 

Stockholders. . Clark, 226 

Strikes. . . Koberts. 269 

System, method of division. Clark, 207 

Terminals, value . Clark. 222 

War-revenue tax evaded by. Roberts, 272 

West Virginia: 

Coal mines. 

Street railways, capitalization of 
White Star Line, loss of steamers 
Whole-cargo business defined.. 

Wicker, C. M,, testimony of. 


.Howes, 715-717 

. ..Bemis, 89 

. Howe, 704 

.. Howes, 701 

..Parsons, 126,127 

Wine, California, condition of industry.. Wheeler, 753 

Wisconsin: 

Lumber interests. Howes. 718 

Street railways, capitalization of . . .. Bemis. 88.89 

World markets, effect of competition of, on freight rates .. Thomas, 551,552 
Wyandotte, Mich., freight rates on alkali products from . Bacon, 72-76,80,81 
Wyoming: 

Auditing of public, accounts. Bemis,93; Foote, 104, 111 

Counties of, on cash basis.. . Foote, 108 

Expenses in . Foote, 107 

Public indebtedness. Foote, 107,108 

State examiner. Foote. 104-111 

Taxation, reduction of .... ... .. Foote, 108 

Yazoo and Mississippi Valley Railway, its relation to Illinois Central 

Railway. .. . .. Markham, 441 

Zurich telephone service. Bethell, 789 





























































INDM OF REPORT ON RAILWAY REGULATION, 


Accidents: 

Investigation of Canada. 

New South Wales . -. 

United States. 

Report of England. .... 

United States. 

Advisory councils: 

Advantages —.-.. 

Prussia..- - -.. 

Switzerland... . 

Various countries. 

Anti-scalping laws (see Ticket brokerage). 

Articles of association: 

Term defined. 

.lapan .. .. - . . - . - 

United States, contents of . . . . 

Significance of .. _ -.-. 

Austria, general statement..-.. 

Automatiocouplers. United States- ... .. 

Baggage, Canada ... ...... 

Banking, affiliation with railroading.early charters, United States. 

Bells, United States — .-- - - 

Bills of lading, United States. .-.. 

Boards of control and regulation: 

Canada, railway committee of privy council ... 

England, railway commission . - - . 

France, minister of public works...-.-. 

India, railway commission . .. . .. . 

.lapan . .-.- . 

New South Wales, railway commissioners. 

Norway. minister of public works. .. 

Prussia .. . 

Switzerland.-.-. 

United States (see State rail wag commission, s.) 

Bonds, issue of. United States ... 

Brakes, United States. — . 

Canada,general statement... --- - -. 

Canal charters, influence on railway, United States ..- -. 

Capitalization: 

Norway, increase of .. ... 

Prussia... . .-- .-. 

United States, early charters .- - -.. 

Issue of stocks and bonds. 

State regulation .-. 

Cattle guards. U nited States .. .- - - 

Civil service examination system, railway employees, New South Wales 
Classification of freight: 

Canada...-. 

Prussia_ -- ---. 

Switzerland. . 

Classification of railways: 

Advantages. 

Foreign.-. 

, France. 

Prussia.-.— 


Pftfre 

951,953 

.. DM 
.. 920 

.. 947 

.. 920 


.. 002 
975-982 
900-901 
977-97B 


... 920 

944-945 
921-922 
... 922 

... 901 

. 925-920 
... 953 

.. 909 

. 925-920 
... 927 


... 950 
... 048 
... 950 
. 952-953 
... 040 
... 954 
... 957 
. 974-975 
. 960-901 

. 935-930 
. 925-920 
. 949-952 
... 947 

... 958 
... 971 
... 909 
. 935-938 
... 922 
. 925-926 
... 955 

. . 951 
.... 978 
.... 959 


.. 903 

. 944 

. 956 

968-909 
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Patfe, 


Common carriers, constitutional provisions relating to United States. ... 91? 

Competition: 

France.:. - .. 9 ,r > ,r > 

Paralleling of lines, United States . . .. 909 

Railroads not subject to laws of ... .. 928 

Water, influence recognis'd. Canada . 951 

Connection facilities, l nited States. .. .. 927-9-8 

Constitutional provisions 918 

Consolidation of railroads, United States.. — . 928-929 

Constitutional provisions. .— _ 918 

Constitutional provisions relating to railways, Prussia . 901-905 

United States . 910-919,991-1004 

Acceptance ol the constitution.* . 910 

Common carriets . . 917 

Connection facilities.- .. 918 

Consolidation . .. _ ... . ...- 918 

Employers’liability .. .. -.— -..918-919 

Freight rates .•--- - . 918 

General and special laws . 910-917 

Long and short haul ..- - 918 

Passes. . . - - -. 918 


Pooling 

Reserved rights ol State 
Rigidity of 
State and local aid 
State railway commissions 

\ oto ot shareholders. 

States: 

Alabama. 

Arkansas. 

Arizona. 

California. 

(’olorado. 

Connecticut.-. 

Delaware. 

Florida . 

Georgia. 

Idaho... 

Kentucky. 

Illinois. 

Indiana.. 

Iowa. 

Kansas. .... 

Louisiana. 

Maine. 

Mary land . 

Massachusetts. 

Michigan . 

Minnesota .. .. 

Mississippi. 

Missouri. 

Montana. 

Nebraska. .. 

Nevada. . 

New Hampshire . .. 

New Jersey . 

New Mexico . 

New York . . 

North Carolina . . .. - 

North Dakota . 

Ohio. 

Oklahoma . 

Oregon . 

Pennsylvania . 

Rhode Island. 

South (!arolina. 

South Dakota. 

Tennessee).. 


918 
917 
. 901-902 
. 917 918 
. . 918 

. . 918 

. 991 

... 991 

. . 992 

... 992 

. . 998 

998 
998 
... 998 

994 
... 994 

. .. 994 

... 995 

995 

.... 99(5 

... 990 

.. 990 

.... 99(5 

.... 990 

.. . 997 

997 
997 

997 

.... 998 

998 
... 999 

999 
999 

. 999 

999 

999 

1000 

1000 

. .. 1000 
... 1008 
1000 

.. 1000 
.... 1001 
.... 1001 
. . 1001 
.... 1001 
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Constitutional provisions relating to railways—Continued. 
States—Continued: 

Texas . 

Utah. 

Virginia.... 

Washington. 

% West Virginia. 

Wisconsin . 

W yoming . 

Construction of railroads: 

Necessity for. determination of, France. 

Prusssia .. 

United States, early laws. 

Paralleling of lines, United States. 

Department of Communication, Japan. 

Discriminations: 

Canada. .. . ... . 

England .. 

Prussia. . 

United States _ _ .. . 

Early charters and laws . 

Eminent domain: 

France ... - ... 

Japan ... .-.-. 

New South Wales . ... 

Employees: 

Examination of, United States. 

Pensions, Norway . 

Employers' liability: 

Constitutional provisions. United States . 

Engmeeis, licensing of, United States .. 

England. general statement.-. 

Equipment. United States . 

Fences. United States . 

France, general statement - —. 

Freight, rates: 

Determination of, Austria... 

Canada .-. 

Japan.-.-. 

Norway.. .... . .. 

Prussia.. .. ..-. 

Switzerland —.-.. 

United States .. .. 

Publicity, Prussia ... . 

United States .. - --- - - 

United States, constitutional provisions.. 

Determination o! - -. 

Early regulation .- - - -. 

Publicity.. . 

Revision. . 

State regulation, early laws . 

Through rates . .. - - . . 

Frogs, blocking of, United States . 

General railway laws: 

(’anada . -. 

England. 

United States. . . 

Constitutional provisions, requiring. 

Development of .- 

Model charter, views of railway men. 

Georgia Railroad and Banking Company ... 

Government ownership. (See Public ownership.) 
Government rates: 

Japan —.- - - . 

Norway... .-. 

United States, early charters . 


Page. 


1002 

1002 

1002 

1002 

1003 
1008 

1004 


. 955,956 
. 965-968 
. . 911 

.. 909 

. 946 


951 
.. 947 

. 974 

. 931-922 
. 906,915 


956 

945 

954 


.. 925-926 
_ 958 

... 918-919 
. 925-920 
... 940-919 
925-926 
.. 925-920 
... 955-957 

. 961 

. .. 951 

. 946 

_ 958 

970-971,978 
... . 959 

.... 932-983 
. ... 971 

932-933,971 
.... 918 

. 932-933 
..... 904-905 
932-933,971 
... 932-933 

. 914 

.... 927-928 
. .. 925-926 


950-952 

947 

911-915 

916-917 

913-915 

984-988 

909 


945-946 
957 
.. 910 
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Grade crossings; 

Canada . 

Japan. .. 

United States, aliolition of. 

Heating of cars. United States . 

Incorporation, United States. 

Conditions of. 

Incorporators. . 

Incorporation tees. United States . 

India, general statement. ... 

Inspection: 

Canada . 

England. . 

India... 

Japan. 

Norway . .... ... . . . 

International agr. ement relative to railway transportation 

Japan, general statement. . 

Junctions. (See Connection facilities.) 

Land, ownership by railways, early charters, United States 
Legislation. (See (tcurral rudimtj hues; Special charters.) 
Legislature; 

New South Wales, passes issued to members . . ... 
United States, powers reserved to, early charters . 

General laws , . 

Leipzig-Dresden Railway (Prussia). 

Limit.itiou of corporate life; 

France... 

Norway.... 

Switzerland ... _ . 

U nited States .. 

E irly charters.. 

Early laws ... .. 

Liverpool and Manchester Railroad, charter. 

Local aid. (See State amt local ant.) 

Long and short haul, United States . 

Constitutional provisions ... 

Magdelmrg-Leipzig Railway (Prussia). 

New South Wales.general statement . 

Northern Pacific Railroad, charter .. 

Norway, general statement . 

Nuremberg-Furth Railway (Prussia). 

Passenger rates 

Determination of Prussia .. . . .. 

Switzerland. 

Publicity. Prussia .. .. ._... 

United States .. . .. 

United States, early laws ._ . . . 

Early regulation___ ._ . 

Revision.... 


Pftffe. 

. . - 050 

.. 94.') 

925-920 
- 925-926 

922-920 
. 920-921 
922 
. 952-950 


951 

... 947 

. . 953 

. . . 945 

957 

. .. 978-979 
. . 944-940 


909 


954 
906-907 
922-920 
. 960 


. 955 

. .. 957 

... 958,900 
.... 922-920 
.... 907 

915 

. 047 

.. 900-901 

. 918 

960 
950-955 
... 911-910 
. 957-958 
. .. 902 

... 970-971 

.. 959 

. 971 

.. . 902 903 
... . 914 

904-905 
. .. 902-900 


Passes: 

New South Wales. . 

United States . 

Constitutional provisions 

Police power, regulation of railways. United States 
Pooling: 

Austria . 

United States . 

Constitutional provisions . 

Prussia: 

Condit ons generally. 

Constitutional provisions .. 

Development, periods of . 

Loip ng-Dresden Railway . 

Magdeburg-Leipzig Railway. 

Nureraberg-Ffirth Railway . 

Private railways, legal basis of . .. _ 

Public aid. (See State and local aid.) 


.. 954 
928-900 
.. 918 
.. 917 

.. 961 
928-929 
.. • 918 


962-980 

964- 965 

962,964 
.. 960 

.. 060 

902 

965- 966 
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Public ownership: Page. 

France. 055-956 

Japan. . 94(3 

New South Wales. 953-955 

Norway . 057-958 

Prussia... . 963-083 

Switzerland. _ 999 

United States . 908 

Publicity of accounts: 

Canada . 951 

Norway . "... 958 

Prussia. 971-972 

United States . 934 -985 

Early charters... 906 

Reports to Government: 

Norway . .. 953 

United States.934-935 

Annual reports, early laws. 909,911-915 

Reports to stockholders. United States. 934-935 

Annual report, early charters . 909 

Rosen ed rights ot State: 

Purchase of railways— 

Austria .. . . . 961 

Franco .. .. ... 955.956 

New South Walos. 954 

Norway..... .. .. 957,958 

Switzerland . 959 

United States . 922-923 

Constitutional provisions. 917 

Routing ot freight, United States . 924-025 

Safety appliances: 

Canada .. .. 950,952 

United States. 925-926 

Automatic couplers. 925-926 

Brakes . . 925-926 

Burly charters. 909 

Frogs, blocking of . 9^5-926 

Switches, mtoi locking . 925-926 

Separate coaches lor negroes. United States. 925-926 

Service, quality of : 

India 952 

United States.-. 926-927 

Special charters: 

Canada . 949-950 

Petitions for. 951 

England . 946-947 

India - .-. 952 

New South Wales . .. 989-990 

Switzerland, reserved rights of State. . . 960 

United States— 

Banking,affiliation with railroading, early charters. 909 

Capitalization, early charters . 909 

Comparison of . . 901 

Constitutional provisions ...-.- 916-917 

Continuance after passage of general laws . 914 

Discriminations, early charters. —_ 906 

Early charters. 903-910,911 

Examination of hooks .- -. 906 

Government rates, early charters . 910 

Later charters .. 911-915 

Land, ownership of. early charters .. . 909 

Limitation of corporate life, early charters. 907 

Model charter,viows of railway men ... . 984-988 

Northern Pacific franchise. ... ....911-913 

Paralleling of lines, early charters. 909 

Petition for . 905 

Public aid 908 

Publicity of accounts... 900 
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Special charters—Continued. 

United States—Continued. Page- 

Rates, publicity of. 905 

Regulation of.904-905 

Report, annual, early charters. 909 

Reserved rights of State . 900-907,917 

Safety appliances, early charters . 909 

State rail way commissions, early charters. 900 

Taxation, limitations, early charters . OOT^OOS 

Use of track by different shippers, early charters.... 910 

Voting power, early charters. 909 

State and local aid: 

Canada... 950 

France. 955-950 

Norway ... 957 

United States. 

Constitutional provisions. 917-918 

Early charters 908 

State railway commissions .936-943 

General statement . . 930-937 

Summary of laws . 938-943 

Constitutional provisions -. 918 

Early charters . 900 

Stockholders, United States: 

Examination of books. ... . 900 

Voting power, constitutional provisions. 918 

Early charters.-. 909 

Stocks, issue of, United States . 935-930 

Switches, interlocking, United States. 935-930 

Switzerland, general statement. 958-901 

Taxation: 

Norway, exemption of railway property. 958 

Prussia . 973-974 

United States— 

Incorporation fee . 933 

Limitations on power of, early charters. 907-908 

Telegraphs: 

Right to build on railways— 

India. 953 

Japan. 945 

Norway. 958 

Ticket brokerage, United States_ .. . -. 939 930 

Tickets, redemption of unused, United States. 939 -930 

Train service: 

Prussia.... 909-970 

United States.. 936-937 

Trains: 

Number of, Switzerland. 959 

Speed of, Canada. 950 

Switzerland -. 959 

United States . 935-936 

Turnpike charters, influence on railway. 947 

Uniform accounting. Switzerland . 960 

Whistles, United States. 935-920 
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' COMPANIES. 


Alabama, constitutional and statutory provisions.. 

Apportionment of taxes between States . 

Arizona, constitutional and statutory provisions . 

Arkansas, constitutional and statutory provisions_ 

Assessment of taxes: 

Centralization. 

Local assessments. 

Property tax. . .. 

Benefit principle . 

Bibliography of transportation taxation. . 

California, constitutional and statutory provisions 
Capital stock taxes. 

Development of ___-. 

Tabulated... 

Actual valuc- 

Development .. 

Genei ally discussed .. 

Par value . .— 

Development of __ ... ... . 

Colorado, constitutional and statutory provisions 
Connecticut, constitutional and statutory provisions . 
Constitutional and statutory provisions: 

Alabama . -- — 

Arizona... . 

Arkansas..-.. 

California. . . 

Coloiado.-. 

Connecticut... .. 

Delaware ..' . 

Florida . -.-. 

Georgia...-.. 

Idaho.-. 

Illinois.. — . 

Indiana.---- 

Iowa . 

Kansas . 

Kentucky. -. 

Louisiana.- -.— 

Maine... . ---. 

Maryland. 

Massachusetts.... 

Michigan..... 

Minnesota . . 

Mississippi..- - - - . 

Missouri.- - 

Montana. . 

Nebraska..-. 

Nevada . 

New Hampshire.-.— 

New Jersey. 

Now Mexico. 

New York.. 

North Carolina —. . —. 

North Dakota-- ---- 


rage. 

. 1048 1041) 

. 1015 

. 1040 

. 1040-1050 

1012,101S-1019,1020 
.... 1030-1033 

_ . I OS 1-1090 

.. 1028 1020 

. 1080-1083 

. 1050-1051 

.. 1013 

.... ... 1081-1000 

. 1013 

. 1020-1022 

. ... 1020 

. 1013 

. 1051 

.. 1051 1052 


1048-1049 
1040 
1040 -1050 

1050- 1051 
... 1051 

1051- 1052 

1052- 1053 
.... 1053 
.... 1054 
... 1054 

1055- 1056 

.... 1056 

1056- 1057 

1057- 1058 
.... 1058 

1058- 1059 

1059- 1060 
.... 1060 

1060- 1061 
1061-1062 
1062-1063 
.... 1063 
.... 1064 

1064- 1065 

1065- 1066 
.... 1066 

1066- 1067 

... 1067 

1067- 1068 
.... 1068 

1068- 1069 

1069- 1070 
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Constitutional and statutory provisions—Continued, 

Ohio. 

Oklahoma.:.. 

Oregon . . 

Pennsylvania... 

Rhode Island .-. 

Mohth Carolina. 

Month Dakota. 

Tennessee ... 

Texas... 

Utah..... 

Vermont. . 

Virginia... 

Washington .. 

West Virginia...: 

Wisconsin... 

Wyoming ... ...... . 

Corporate franchise, taxat ion of. . . 

Delaware, constitutional and statutory provisions... 

Double taxation. .... 

('ompeting jurisdictions ....-. 

Interstate corporations . . 

Property and indebtedness .... .... . 

Property and stock . .. . . .... 

Equipment companies, taxation of, summary of existing legislation 

Exemption from taxation, railroads. - . . 

Express companies, taxation of: 

Development.. . . 

Summary of existing legislation. .. 

Fast freight-line companies. {See Freight-line companien.) 

Fee principle... _ . .. ... ... 

Florida, constitutional anil statutory provisions ... 

Foreign corporations, taxation, development '. 

Franchise tax . . . . . .. 

Freight lino companies, taxation: 

Development .. 

Summary of existing legislation . 

Georgia.constitutional and statutory provisions. 

Gro-s receipt', tax: 

Developmmt .. 

Geuerallv discussed.. 

Tabulated. . ... 

Interstate corporations.... 

Telegraphs ... 

Historical development of transportation taxation. 

Summary .... 

Apportionment lietween States.—. 

Capital stock taxes ..-. 

Express companies... 

Fa't freight lilies .. .. . . 

Increasing and more uniform taxation . 

Low taxation . . . 

Palace car taxati on .-. . 

Property tax modified. 

Public aid and tax exemption...-. 

Receipts, taxes oil ... - --. 

Idaho, constitutional and statutory provisions. 

Illinois, constitutional and statutory provisions . 

Indiana, constitutional and statutory provisions— . 

Incorporation taxes: 

Development .- . 

Summary of existing legislation .. 

Interstate corporations: 

Double taxation . ... 

Apportionment of taxes between States .. . 

Iowa, constitutional and statutory provisions .. . 

Kansas, constitutional and statutory provisions . 

Kentucky, constitutional and statutory provisions. 


Fuse. 

.... m 

1070- 1071 
.... 1071 

1071- 1073 
.... 1073 
.... 1073 
107*1073 

1073- 1074 

1074- 1075 
.... 1075 

1076 

1076- 1077 

1077- 1078 
.... 1078 

1078- 1079 

1079- 1080 
1038-1039 
1053-1053 

1034- 1044 
1037-1043 
1037-1038 

1035- 1036 

1036- 1037 
1047 

1009 1010 

.... 1016 
1046-1047 


. 1038-1029 
.. 1053 
.. . 1017 

. 1028-1039 

. 1016 

.... 1047 

.... 1054 

. 1013-1014 
. 1023-1036 
. 1084-1090 
. 1041-1013 

. 1017 

. 1066-1018 
. 1016-1017 

. 1015 

. 1013 

. 1016 

_ 1016 

. 1011-1013 

. 1010 

... . 1010 
. 1012-1013 
. 1007-1011 
. 1013,1014 
1034 
. 1055-1056 
. 1016 

. 1017 

.. 1048 

. 1087-1042 
. . 1015 

. 1056-1037 
1057-1058 
. 1098 
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Page. 

License tax. 1028-1029 

Local taxation. 1030-1033 

Tabulated. 1091 

Louisiana, constitutional and statutory provisions.. 1058—1059 

Maine, constitutional and statutory provisions . .. 1059-1000 

Maryland, constitutional and statutory provisions .., 1000 

Massachusetts, constitutional and statutory provisions. 1000-1061 

Michigan, constitutional and statutory provisions... 1001-1002 

Minnesota, constitutional and statutory provisions. 1062-1063 

Mississippi, constitutional and statutory provisions.. 1063 

Mb S' ran, constitutional and statutory provisions. -- 1064 

Montana, constitutional and statutory provisions .. .. . 1064-1065 

Navigation companies taxation summary of existing legislation. 104? 

Nebraska, constitutional and statutory provisions.. 1065-1066 

Not earnings tax: 

Development. .1010,1013-1014 

(Generally discussed . 1026-1028 

Interstate corporations. 1011-1012 

Tabulated ....... ... ... ... 1084 1090 

Nevada, constitutional and statutory provisions . 1066 

New Hampshire, constitutional and statutory provisions . . 1066-1067 

New Jersey, constitutional and statutory provisions. . 1067 

N* w Mexico, constitutional and statutory provisions.. . . 1067-1068 

New York, constitutional and statutory provisions .. 1063 

North ('arolina, constitutional and statutory provisions. 1068-1069 

Tsoi tli Dal.ota, constitutional and statutory provisions. . 1069-10;0 

Ohm constitutional and statutory provisions . . . 1070 

Oklahoma, constitutional and statutory provisions .. 1070-1071 

Oregon, constitutional and statutory provisions.. .. 1071 

Parlor-car companies, taxation: 

Development . . . -. 1016 

Summary of o acting legislnt on ..-. 1017 

Pennsylvania, constitutional and statutory provisions. 1071-1013 


Property tax: 

Generally discussed... . 

Assessment, tabulated . . 

Ponded indebtedness . 

Capital stock .- 

Intel state corporations . 

Mo titiea ion.. . . 

Tabula ion of local taxes.. 

Public ownership, State construction of railroads ... 

Pul licity of accounts... . 

Rafrond taxation. summ,.ry of existing legislation.. 
Rhode Island, constitutional and statutory provismns 
Security holders: 

Double taxation - . .. . 

Exemption from taxation ..--- 

Interstate tir ation .- 

Sleeping car companies, taxation: 

Development - . 

Summary of existing leg slation 
South Carolina, constitutional and statutory provisions 
South Dakota, constitutional and statutory provisions. 
Specific ta es: 

Tabu’ated. . 

Te’egraph companies . 

Telephone companies .. 

State and local aid, railroad construction. 

Stockholders. (See S atnUj hoitlcrx.) 

Tabulation of tax sv steins.. 

Telegraph companies: 

Specific taxes . . 

Summary of existing legislation . 


1018-1026 
1084-1090 
1035-1036 
10:16-1037 
1037-1038 
1012-1013 
.... 1091 
.... 1007 
.... 1013 
... 1045 
.... 107? 


1036-1037,1042-1044 

. 1017-1018 

. 1038-1041 

... 1016 

. 1047 

.. 1072 

. 1072-1073 

. 1084-1091 

. 1017 

. 1017 

. 1007-1009 

. 1084-1090 

. 1017 

. 1045-1046 


16a-73 
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Telephone companies: 

Specific taxes.. 

Summary of existing legislation. . 

Tennessee, constitutional and statutory provisions . 

Texas, constitutional and statutory provisions.. 

Uniformity of taxation, extent of.at present. 

Utah, constitutional and statutory provisions . 

Vermont, constitutional and statutory provisions . 

Virginia, constitutional and statutory provisions .. 

Washington, constitutional and statutory provisions.. 

West Virginia, constitutional and statutory provisions . . 

Wisconsin, constitutional and statutory provisions... 

V joining, constitutional and statutory provision's..- 


Page. 


... 1017 
.... 1040 

1073— 1074 

1074- 1073 
1033-1034 
... 1073 


... .1078 
107f(—1077 


1077-1078 


... 1078 
1078-1070 


1070-1030 





















